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Every  person  who  maliciously 
cuts,  defaces,  breaks  or  injures 
any  book,  map,  chart,  picture, 
engraving,  statue,  coin,  model, 
apparatus,  or  other  work  of  lit 
erature,  art,  mechanics  or  ob- 
ject of  curiosity,  deposited  in 
any  public  library,  gallery, 
museum  or  collection  is  guilty 
of  a  misdemeanor. 
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C  I  Electronic  Warfare:  one  reason  aerospace 
electronics  has  become  our  business. 


That's  Singer  technology. 

Our  fastest  growing  business  is  developing  command/control/ 
communications  and  intelligence  (C3I)  and  related 
electronic  warfare  systems  for  airborne,  ground,  naval,  and 
intelligence  applications.  C3I  and  electronic  warfare  are 
among  the  technologies  that  make  aerospace  electronics 

our  largest  business. 
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Our  car  stereos  are  so  remarkable  you 
Bad  about  them  in  the  paper  every  day. 


If  you  want  to  know  what  people  think  of 
car  stereo  systems,  check  the  auto  classifieds.  Very 
rarely  do  people  list  a  stereo  system  as  a  reason 
to  buy  their  car.  Unless  it's  a  Blaupunkt.  The  car 
stereo  systems  built  by  Bosch. 

50  Years  of  Firsts. 

Blaupunkts  have  a  reputation  for  being 
among  the  finest  in  the  world.  And  with  good 
reason.  They  were  the  first  to  bring  FM  stereo 
and  a  fully  electronic  entertainment  system  into 
the  automobile. 

Now  Blaupunkt  owners  in  several  American 
:ities  are  being  introduced  to  ARI— our  exclusive 
traffic  information  system  that  speeds  driving  by 
automatically  interrupting  a  car's  radio  or  cassette 
player  to  give  important  traffic,  road  and  weather 
:onditions. 

But  through  all  these  innovations,  we've 
never  forgotten  that  people  want  one  fundamental 
hing  from  a  car  stereo:  the  best  sound  possible. 

So  every  one  of  the  car  stereos  we  design  pro- 

23T  •  BLAUPUNKT 

Track-marks  of  Blaupunkt-Werke  GmbH-Bosch  Group. 


vides  no  less  than  optimum  sound  performance. 
No  matter  how  basic  or  how  elaborate  the  model. 

That  Same  Design  Philosophy 
Applies  lb  Everything  We  Make. 

Bosch  anti-lock  brakes  are  engineered  to 
simply  stop  cars  better.  Our  fuel  injection  system 
helps  cars  go  farther,  faster  and  on  less  fuel  than 
ever  before. 

Outside  the  automotive  industry,  Bosch 
expertise  is  at  work  designing  and  manufacturing 
automation  systems,  packaging  machinery,  TV 
studio  and  video  graphics  equipment,  power 
tools,  home  appliances  and  medical  equipment. 

As  a  result,  we're  an  international  corporation 
with  manufacturing  facilities  in  18  countries.  And 
with  sales  and  service  in  139. 

But  more  important  are  147,000  Bosch  people 
—9000  in  R&D  alone— who  are  capable  of  finding 
the  right  answer  to  the  toughest  challenges. 

Including  yours. 

<§>  BOSCH 

Bringing  high  technology  down  to  earth. 


How  fast  can 
you  grow  and  still  like  it 
when  you  get  there? 


It  may  be  heresy  to  say  it,  but  thoughtful  bankers  have  grown 
disenchanted  with  pure  growth. 

Coming  from  an  institution  that  ranks  number  six  among 
14,000  U.S.  banks -a  bank  whose  assets  grew  by  over  9%  last 
year-that  may  sound  like  a  contradiction.  But  the  fact  is,  assets 
just  aren't  what  they  used  to  be. 

When  banks  made  money  mainly  by  borrowing  at  regulated 
rates  and  lending  for  a  little  more -the  bigger  you  were  the  more 
you  earned.  But  changing  regulations,  new  competitors  .for  funds 
and  clients  who  now  have  more  direct  access  to  the  capital  markets 
have  changed  all  that. 

Now  banks  that  grow  too  fast  don't  always  like  what  they  grow 
into.  In  fact,  too  hasty  growth  can  lead  to  even  more  sudden 
shrinkage. 

Hence  the  emphasis  on  problem  solving,  financial  acumen, 
the  flow  of  capital  instead  of  simply  holding  loans  as  assets -and  the 
reason  banks  like  Chemical  are  no  longer  banking  as  usual. 

These  days  loan  distributions,  swaps,  new  strategies  in  for- 
eign exchange  and  many  other  innovative  ways  of  handling  capital 
are  growing  strengths  at  Chemical.  In  1985  we  doubled  our  invest- 
ment banking  business.  That's  the  kind  of  growth  we  approve  of. 

At  Chemical,  we  think  a 
bank  that  manages  its  growth     ClHEIVI  I OALBANC 

will  like  what  it  grows  into.      The  bottom  line  is  excellence. 
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The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  216  and  217. 

COVER  STORT 

125    Cover  Story:  "It's  Time  To  Take  Risks" 

The  oil  industry  hasn't  covered  itself  with  glory  the  past 
few  years.  How  did  Shell  avoid  the  bungles  its  rivals 
committed? 

COMPANIES 

41  Australia's  Brassy  Contrarian 

Is  Robert  Holmes  a  Court  serious  about  going  after  USX? 
48   Sowing  What? 

International  Minerals  &  Chemical  is  staying  in  the  busi- 
ness it  knows  best.  But  the  rules  may  be  changing  too  fast. 

50    Staying  Afloat 

Clobal  Marine  has  major  troubles,  but  fortunately  it  real- 
ized that  even  bankrupts  need  cash  to  survive. 

72    The  Ownership  Culture 

Avondale's  workers  get  the  chance  to  become  capitalists. 
74   Buy  American 

What  does  Japan's  proud  old  distiller  Suntory  Ltd.  intend 
to  do  about  mature  domestic  markets  and  the  rising  yen? 

76   Spring  At  Last? 

Montana  Power  was  long  one  of  the  nation's  most  put- 
upon  utilities.  But  things  are  looking  up  now. 


82    The  Wonderful  World  Of  Disney 

Shamrock  Holdings'  Roy  Disney  speaks  softly  but  carries 
big  bank  balance  and  has  an  eye  for  troubled  companies 

88    "It  Was  Important  To  Father  And  Mother, 
And  It's  Important  To  Us" 

In  school  buses,  Blue  Bird  Body  is  an  American  original. 

96   Fujitsu  Fumble 

Why  is  Japan's  leading  computer  company  worried?  Wh 
is  IBM  smiling? 

98    The  Up  &  Comers:  Sony  At  The  Beginning 

Lots  of  guts  early  on. 


INDUSTRIES 


38    See  No  Evil 

Is  the  Federal  Reserve  laundering  drug  money?  Are  tl 
most  respectable  banks? 

43    Combat  In  The  Mid-Atlantic 

The  airline  industry  is  becoming  a  dance  of  giants.  What 
the  scrappy  little  guys  that  are  still  around? 

68    "My  Daughter,  She  Will  Speak  Better" 

Korean  immigrants  work  long  hours  for  low  pay  in  Ne 
York  garment  lofts.  But  who's  complaining? 

INTERNATIONAL 

52   As  I  See  It:  Economic  Darwinism 

Why  are  Japan's  international  companies  such  ferocio' 
competitors?  A  ranking  expert's  unsettling  answers. 
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TAXING  MATTERS 


fi  Streetwalker 

u  report  card;  Italy;  Singapore;  Oshkosh  Truck  Corp.; 
Manitowoc  Co;  Mitel  Corp. 

rt!    An  Alpha-Beta  Man 

Kmember  Modern  Portfolio  Theory?  Lou  Navellier  does, 
fe  d  he's  got  a  successful  twist  on  it. 

m   Hedge  Fund  Redux 

ffl:dge  funds  are  raking  in  new  investors.  Good  luck,  folks, 
it;    Junk  Bonds  From  Uncle  Sam? 

I|ie  government  is  packaging  loans  for  resale.  But  is  the 
■  ce  right? 

186  Bargains  In  Bankruptcy? 

|.  ie  big  names  going  Chapter  1 1  have  attracted  new  mon- 
Binto  the  bankruptcy  play  game.  Some  game. 

1114  The  Funds:  Old  Money  In  New  Bottles 

jI  lanced  funds  are  back,  but  with  a  difference. 

$5  Statistical  Spotlight:  Grapes  Of  Math 

|f>i  old-fashioned  analyst  bets  on  return  on  equity. 

tSD  Statistical  Spotlight:  Cheap-Cheap 

tih  intriguing  variation  on  low-P/E  investing:  low-price 
ayesting.  You  literally  buy  the  cheapest  stocks. 

K!f  THE  DOCKET 

J I  Fire-Proof  Executives? 

]£:you  think  firing  an  underling  can  be  a  problem?  Consid- 
(t  the  headaches  that  firing  a  higher-up  can  now  wreak. 


108  "Dear  Tax  Evader" 

Tax  cut?  Many  people  are  going  to  pay  more  next  year,  not 
less.  Also:  General  Utilities  is  out,  general  confusion  in. 
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118  Big  Bath?  Or  A  Little  One? 

As  Schumpeterian  gales  of  "creative  destruction"  buffet 
the  economy,  how  do  you  value  the  rubble? 
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152  New,  Improved  Eyewear 

Is  selling  instant  coffee,  instant  shaving  cream,  instant 
oatmeal  and  eyeglasses  all  the  same?  Also:  Snap-on's  pro- 
prietary ingredient;  losing  the  cutting  edge. 


SCIENCE  &  TECHNOLOGY 


164  Reveille  For  R&D 

Fear  of  Japanese  competition  renews  interest  in  U.S.  cor- 
porate research.  Also:  Snowmakers  and  rainmakers. 


PERSONAL  AFFAIRS 


172  The  Lacrosse  Connection 

Today's  downtown,  upscale  players:  intense  to  say  the  least. 
Also:  Altar  bound?  Don't  sneer  at  prenuptial  agreements. 
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178  The  Other  Side  Of  The  Tube 

Now  is  not  the  time  to  start  a  career  in  TV,  right?  Wrong. 
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Robert  Reich,  Marine  Midland  Banks 

James  Garrison,  K2  Corp. 

Anthony  Greener,  Dunhill  Holdings 

David  Morgenthaler,  Morgentbaler  Venture  Partners 

Thomas  McClain,  McClain  Airlines 

Vincent  J.  Peters,  Huberth  &  Peters 

Carol  Hurley,  Penton  Expositions 
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He's  minding  the  store 

While  competitors  were  eagerly  breakfasting  with  investme 
bankers,  making  bold  diversification  moves  and  tossing  billio; 
of  dollars  around  like  confetti,  John  Bookout  was  busy  mindii 
his  store.  That's  why,  in  a  period  of  tremendous  turmoil  for  tl 
oil  business,  Bookout's  Shell  has  moved  up  ahead  of  rivals 
profitability  and  in  building  vital  oil  reserves.  No,  you  can't  bi 
shares  in  Shell;  parent  Royal  Dutch/Shell  owns  it  all.  But  y< 
can  learn  a  lot  about  how  to  run  a  business  from  Shell 
experience.  Our  cover  story  by  Toni  Mack  begins  on  page  12 


How  Sony  did  it 

We  boast  a  distin- 
guished byline  in  this 
issue:  Akio  Morita, 
chairman  of  Sony  Corp. 
In  our  regular  Up  & 
Comers  section,  pages 
98  to  102,  Morita  de- 
scribes the  nervy  but 
principled  methods  he 
used  to  get  his  now 
world-famous  company 
off  the  ground.  Quality, 
not  quantity,  was  the 
game.  Must  reading  for 
anyone  thinking  of 
starting  a  company  or 
already  running  a  young 
one.  Adapted  from  a 
forthcoming  book. 


c  I'W.  E  P  Dun 


Sony's  first  product — electric  rice  cook 
er.  It  failed,  but  the  company  didn 't. 


The  wrong  worry? 

In  December  of  1984,  much  as  today,  there  was  lots  of  concei 
about  the  economy  picking  up  too  much  steam  and  inflatic 
reviving  as  a  result.  Among  the  few  dissenters  from  this  gener 
view  were  economists  S.  Jay  and  David  A.  Levy.  In  a  gue 
column  in  our  Dec.  31,  1984  issue,  they  foresaw  a  sluggis 
economy  and  brushed  off  worries  about  big  price  increase 
Events  proved  the  Levys  correct.  Here  we  go  again:  A  bulge 
gold  prices  and  sinking  bond  prices  in  September  spooked  tl 
stock  market  and  raised  new  worries  about  inflation.  What  c 
the  Levys  think  now?  Their  response  is  on  page  214. 

Witch  hunt 

Well,  the  market  has  taught  the  latest  generation  of  investo 
what  the  rest  of  us  already  knew:  that  when  stocks  come  dow 
they  tumble  a  lot  faster  than  they  climbed  up.  What  aboil 
program  trading  and  all  those  other  recent  trading  gimmick 
Weren't  they  to  blame  for  the  debacle?  As  Susan  Lee  pointed  on 
in  her  cover  story  last  issue  (Sept.  22),  the  programs  and  tl 
options  and  the  futures  don't  make  the  market  go  anywhere 
wouldn't  have  gone  without  them.  They  just  make  movemen 
happen  faster.  Instead  of  looking  for  a  scapegoat,  the  wi: 
investor  will  look  for  the  fundamental  factors  that  made  tl 
market  look  overpriced  to  a  lot  of  people. 
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laster  of  Possibilities:  John  E.  Hulse 


Vice  Chairman  &r  CFO 
Pacific  Telesis  Group 


mg  distance  or  local, 
tcific  Telesis  gets  great 
ception  with  the 
asterCard  BusinessCard. 

Pacific  Telesis  chose  the  new  MasterCard 
inessCard™  because  it  is  consistent  with  the 

I  lpany's  philosophy . . .  progress,  intelligently 

ijiined.  It's  a  philosophy  Pacific  Telesis  is  bnnging 
fe  in  many  ways- from  providing  quality  phone 
ice  in  California  to  operating  a  paging  company 

j'hailand.  And,  it's  a  philosophy  that  warrants  the 

■ :  corporate  card  program  possible. 

j  Vhether  it's  a  technician  in  California  or  an 
:  :utive  in  New  York,  the  BusinessCard  makes  every 
nloyees  work  easier.  It's  welcome  in  four  times 
re  places  than  any  other  corporate  card  and  offers 
:n  access  at  110,000  locations. 

he  BusinessCard  program  enables  Pacific  Telesis 
pntrol  business  expenses  with  virtually  no 
unistrative  effort.  It  offers  individual  credit  limits 

monitonng  for  each  of  the  12,000  cardholding 
Moyees  at  Pacific  Telesis. 

inally,  the  BusinessCard  offers  unparalleled 
ibility.  The  program  was  tailored  for  Pacific  Telesis 
fks  bank  so  the  company  chose  services  that  were 
It  for  its  business.  In  addition,  each  card  carries 
|  Pacific  Telesis  logo. 

I  "he  distinctive  silver  BusinessCard  is  an  investment 
j  rogress  for  Pacific  Telesis.  The  program  is  helping 
I  company  live  up  to  its  corporate  philosophy  by 
{ping  it  in  touch  with  all  the  possibilities. 

more  information  call  1-800-821-7700.  Ext.  706 
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SIZE  IS  NOT  THE  ISSUE. 


In  the  world  of  high 
3  ance,  there  aren't  big 
3  nkers  for  big  companies. 
I  small  bankers  for  small 
i  Tipanies.  At  least,  there 
i  Duldn't  be. 

i  Smart  bankers  for  smart 
s  npanies  is  more  like  it. 
i?  lien  explains  why  so  many 
3  our  clients  have  little  in 
a  ranon  when  it  comes  to 
fi  e.  And  everything  in  com- 
i  m  when  it  comes  to  need, 
j  They  have  growing  pains, 
3;dges  from  their  competi- 


tion, and  real  concerns  about 
the  future.  From  the  start-up 
companies  to  the  conglom- 
erates, they  have  to  respond 
to  change. 

That's  why  it's  as  important 
to  be  able  to  raise  $5  million 
for  an  IPO  as  it  is  to  come  up 
with  a  billion  for  a  financing. 
Just  as  significant  as  the  dollar 
amount  raised  is  arriving  at 
the  solution  that  works.  It's  all 
part  of  our  working  philosophy 
that  to  deliver  the  best  service, 
our  focus  is  on  the  client's 


needs,  not  on  the  client's  size. 

Naturally,  we  have  numbers 
to  back  up  those  words. 

In  the  first  half  of  1986, 
Drexel  lead  managed  or  co- 
managed  120  financings  worth 
$18  billion.  For  every  deal 
that  was  over  $100  million, 
two  were  $100  million  or  less. 

If  your  company  is  little,  big 
or  of  average  height,  you'll  fit  in 
at  Drexel  Burnham.  Call  Linda 
Hanauer  at  212-480-5732. 

The  only  issue  we  care  about 
is  what  size  you  want  to  be. 


Drexel  Burnham 

Drexel  Burnham  Lambert  Incorporated 


Trends 

Edited  by  John  A.  Conway 

OPEC  redux? 

Domestic  energy  use  is  still  fall- 
ing, but  dependence  on  foreign 
oil  is  rising  again.  The  U.S.  consumed 
1%  less  energy  during  the  first  five 
months  of  this  year  than  in  the  same 
period  last  year,  according  to  the  cur- 
rent Monthly  Energy  Review,  put  out  by 
the  Energy  Information  Administra- 
tion, but  it  produced  0.2%  less  energy. 
Net  energy  imports  climbed  6.6% 
over  imports  during  the  first  five 
months  last  year,  while  imports  of 
foreign  petroleum  rose  by  8.6%. 


Wrong  way  mobility 

The  mobile  home  industry  these 
days  is  living  up  to  its  name,  but 
its  mobility  is  downward.  Shipments 
in  the  first  seven  months  of  1986 
dropped  12.4%  from  last  year,  says 
David  Leichey  of  Meetings  Plus,  a 
Palm  Springs,  Calif,  industry  consul- 
tant. Brigadier  Industries,  a  U.S. 
Homes  subsidiary  with  $128  million 
in  sales  last  year,  is  up  for  sale.  Wick 
Building  Systems  has  stopped  most  of 
its  production.  Five  others,  including 
Guerdon  Industries,  Scott  Housing 
Systems,  River  Oaks  Industries  and 
Commodore  Corp.,  with  combined 
1985  sales  of  more  than  $390  million, 
have  gone  into  Chapter  11.  Some 
blame  weak  sales  on  unemployed 


blue-collar  oilfield  workers,  miners 
and  farmers.  But  the  real  cause,  Lei- 
chey says,  is  interest  rates,  still 
13.25%  for  mobile  homes,  against  an 
average  of  10.4%  for  permanent 
dwellings.  Why  the  spread?  Banks  say 
it  is  largely  because  their  loss  experi- 
ence is  higher  on  mobile  homes. 
Mortgage  bankers  say  only  3.09%  of 
mobile  home  loans  are  more  than  30 
days  in  arrears  (compared  with  an  av- 
erage of  5.71%  of  permanent  home 
loans),  but  the  banks  doing  the  lend- 
ing face  a  special  problem  trying  to 
sell  repossessed  mobile  homes — so 
many  of  them  are  likely  to  be  located 
on  the  wrong  side  of  the  tracks. 


Return  of  the  '49ers 

The  California  gold  rush  to  the 
Mother  Lode  country  in  the  Sierra 
Nevada  foothills  started  in  1849  and 
petered  out  a  century  later,  when 
costs  got  too  high  and  profits  too  low. 
Now  the  prospectors  are  back.  Sonora 
Gold  Corp.,  Golden  Bell  Resources, 
Inca  Resources  and  United  Gold 
Corp.  have  combined  to  pump  $120 
million  so  far  into  buying  and  devel- 
oping 30  square  miles  of  the  120-mile- 
long  Mother  Lode  area  and  plan  to  put 
in  another  $70  million.  All  four  are 
controlled  30%  or  more  by  Vancou- 
ver's ABM  Mining  Group,  a  private 
firm  headed  by  Charles  Ager,  a  geo- 


physicist  and  former  contractor  fd 
Du  Pont,  Amoco,  Amax  and  Norands 
Sonora  alone  has  bet  $84  millioi 
since  1983  on  a  mine  near  Jamestown 
Calif.,  expected  to  open  early  nex 
year  and  produce  at  least  100,001 
ounces  in  1987  at  about  $185  aj 
ounce.  Low  costs  are  the  result  c 
blasting  techniques  and  computerize 
mine  plans  new  to  California,  say) 
Sonora  financial  officer  James  Alexafl 
der.  Where  are  U.S.  gold-mining  com 
panies?  Newmont,  Homestake  an 
Chevron  say  they  haven't  found  de| 
posits  in  the  region  worth  mining.  Bu 
they  may  lack  patience.  In  the  Mothe 
Lode,  land  has  passed  down  througl 
the  generations  since  the  1800s.  1 
takes  two  to  five  years  to  assembl 
the  4,500  acres  for  a  large  mine. 


Trademarks  for  the  ear 

Sounds  are  rarely  used  as  trade 
marks  in  the  U.S.  Only  a  dozen,  ii 
fact,  have  been  used,  the  best  known 
perhaps,  the  three-note  chime  (G,  \ 
and  C,  for  General  Electric  Co.)  on  th 
NBC  network.  Now,  at  the  suggestioj 
of  lawyer  Henry  Klein  in  the  Los  An 
geles  office  of  the  New  York  City  firri 
of  Ladas  &  Parry,  Capitol  Records  ha 
trademarked  a  burst  of  11  rapidl 
played  musical  notes  it  has  used  fo 
five  years  on  audiocassettes  to  checl 
sound  and  quality.  Capitol's  applies 
tion  to  the  U.S.  Patent  &  Trademarl 
Office  was  accepted  this  summer.  L 
few  foreign  countries  have  objected 
Klein  says,  but  the  three  Benelux  na| 
tions  have  okayed  it  and  others  (notai 
bly  Canada,  he  says)  are  ready  to  d« 
the  same.  Besides  the  added  protec 
tion  it  affords  Capitol,  Klein  think 
his  idea  could  catch  on  with  othe! 
companies  dealing  in  audio  and  video 
products. 


Forty-niners  in  California 
Still  gold  in  them  char  hills. 


Cabs  from  Canada 

The  storied — and  roomy — Checke: 
cab,  once  a  fixture  in  city  traffic 
may  be  due  for  a  comeback,  at  least  b] 
proxy.  Four  years  ago,  Checker  Mo 
tors  Corp.  of  Kalamazoo,  Mich 
stopped  making  them  because  the} 
could  no  longer  meet  government  fue 
economy  standards,  leaving  the  fielo 
to  converted  stock  passenger  cars! 
Checker's  last  redesign  of  its  classn 
Prohibition  Era  cab  was  in  1954  and  l 


\  Checker  cab  at  work  in  New  York  City 
The  checks  are  gone,  but  the  seats  are  back. 


old  10,000  of  them  a  year  in  the  mid- 
seventies,  but  that  had  dropped  to 
1,500  a  year  by  1981.  (It  now  stamps 
netal  parts  for  autos.)  A.H.A  Auto- 
notive  Technologies,  a  Toronto  mak- 
;r  of  limousines,  ambulances  and  oth- 
ix  specialized  vehicles,  hopes  to  bring 
?ack  a  six-passenger  cab,  with  two 
acing  bench  seats  in  the  rear.  A.H.A 
expects  to  sell  1,000  cabs  in  the  1987 
nodel  year,  says  its  president,  Mel- 
ryn  Stein.  Next  year  it  will  make 
ii,000  of  its  Checker-style  cabs  and 
eventually  hopes  to  build  about  5,000 
i  year,  he  says.  That  would  be  12.5% 
)f  the  40,000-a-year  U.S.  taxi  market, 
ind  at  $20,000  a  car,  would  put 
\.H.A's  $40  million  annual  sales  into 
jverdrive. 


Cairo,  accounting  for  nearly  half  the 
65  students  enrolled.  The  Cairo 
branch  of  Japan's  Chamber  of  Com- 
merce &  Industry  has  raised  $53,500 
for  the  AUC  from  the  Tokyo  govern- 
ment and  from  14  Japanese  compa- 
nies, including  Mitsubishi,  Mitsui, 
Itoh,  Hitachi  and  the  Bank  of  Tokyo. 


The  electronic  shoebag 

Can  machines  sell  shoes  the  way 
they  do  cigarettes  and  candy 
bars?  Florsheim,  the  875-store  retail 
shoe  outlet,  wants  to  try.  It  has  in- 
stalled 60  "express  shops"  at  60  stores 
in  eight  states,  including  Illinois,  Tex- 
as, Florida,  Indiana  and  California,  at 
a  development  cost  of  more  than 


$500,000  and  hopes  to  have  2,000 
units  nationwide  by  the  end  of  next 
year.  The  machines  (which  look  like 
automatic  bank  tellers)  display  a  cata- 
log of  Florsheim's  men's  shoes.  Cus- 
tomers can  tap  out  orders  and  have 
their  shoes  within  a  week.  Store  own- 
ers are  spared  carrying  the  whole  line 
(typically  issued  at  a  rate  of  up  to  300 
styles  every  six  months).  "A  guy  who 
wears  a  triple-E  width,  for  example, 
used  to  see  maybe  one  or  two  pairs  of 
shoes  in  the  store,"  says  Harry  Bock, 
the  Florsheim  vice  president  who  set 
up  the  system.  "Now  he  can  select 
from  40  or  50  styles."  Women's  shoes, 
which  would  require  an  infinitely 
wider  variety  of  styles,  colors  and 
sizes,  may  be  added  later.  Florsheim 
resumed  manufacturing  women's 
shoes  six  months  ago,  after  a  five-year 
hiatus.  "Selling  women's  shoes  is  not 
out  of  the  question,"  he  says.  "But 
electronic  retailing  is  a  big  job,  let 
alone  for  a  market  segment  we're  not 
very  familiar  with  yet." 


X  rated  ennui 

X -rated  films  continue  to  decline 
in  their  importance  to  videotape 
consumers.  Video  Store,  an  industry 
trade  journal,  polled  150  owners  of 
videocassette  recorders  and  found 
that  while  7.3%  strongly  approve  of 
having  X-rated  tapes  in  their  video 
stores  and  11.3%  strongly  disapprove, 
45%  now  don't  care  one  way  or  the 
other.  On  a  ranking  of  eight  video 
"genres"  (comedy,  action,  children's, 
etc.)  by  importance,  adult  videos 
came  in  a  distant  last,  with  top  votes 
from  only  5.5%.  Major  recent  movies, 
by  contrast,  were  rated  tops  by  78%. 


iuote,  unquote 

Edgar  Fiedler,  an  economist  for  the 
Conference  Board,  the  New  York 
.|City  business-research  group,  on  re- 
Itaorts  that  the  new  tax  reform  bill  will 
:  eliminate  special  treatments  and 
i^vork  wonders  for  the  economy: 
IrThere  is  precious  little  evidence  to 
<  iupport  such  a  conclusion.  It  is  more 
mf  an  evangelical  assumption — a  leap 
!  i)f  faith." 


Japan's  newest  target 

The  Japanese,  already  formidable 
competitors  in  Asia,  the  U.S.  and 
Western  Europe,  are  now  looking  to 
:he  Middle  East.  Japanese  students  are 
:he  largest  single  group  studying  Ara- 
bic at  the  American  University  in 


A  shopper  scans  the  racks  in  Los  Angeles 
Blue  tapes  rate  a  big  yawn. 
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"One  company 
makes  precision  materials 
for  all  of  these? 

GEE!" 
(No,  GTE!) 

The  GTE  Precision  Materials  Group 
makes  a  highly  diversified  range  of  cus- 
tomized components  for  virtually  every 
basic  industry.  Including  most  of  the 
500  largest  corporations. 

We  offer  total  capabilities,  from  prod- 
uct development  to  finished  part  —  of 
almost  any  material,  any  design  speci- 
fication. The  number  of  products  we 
manufacture  each  year  is  literally  in  the 
billions: 

Everything  from  precious  metals  to 
plastic  parts  to  custom  ceramics  to  a 
complete  family  of  carbide  materials. 
And  many  of  the  parts  and  tools  we 
manufacture  are  made  of  silicon  nitride, 
one  of  the  toughest  ceramic  materials 
known  to  man. 

Also,  quality  control  and  process  in- 
spection are  so  designed  that  the  mil- 
lionth unit  of  a  product  will  be  identical 
with  the  first.  Which  is  one  of  the  reasons 
why  all  the  companies  on  these  pages 
are  on  these  pages. 

Call  1-800-GEE-NO-GTE 


Follow-Through 


IT'S  NOT  A  RISK 
WHEN  IT'S  BEEN  DONE 
OVER  1250  TIMES. 


FANTASTIC  SAMS,  the  original  family 
haircutters,  is  the  world's  largest  and 
fastest  growing  haircare  franchise, 
according  to  ENTREPRENEUR.  1986.  It's 
no  accident  —  Fantastic  Sam's  has  sold 
over  1250  stores  —  and  we're  still 
growing  with  new  sales  each  day ! 

Inquire  today  about  owning  a 
Fantastic  Sam's  franchise. 

•  no  accounts       •  $45,000 
receivable  minimum 

•  relatively  low  investment 
inventory  •  no  royalties 

•  weekly  fees  of    •  in  business 
$131.00  for  yourself, 

but  not  by 
yourself. 

We  have  a  system  that  will  work  for 
you !  (Don't  take  our  word  for  it;  call 
any  of  our  400  owners,  who  collectively 
own  over  1250  stores,  and  ask  them. 
Most  were  never  in  the  hair  business.) 

In  USA,  call  1-800-621-5307, 

8:30-5:00  CST 
In  Canada,  call  604-530-3177 
or4l6-44l-6330 


This  offering 
made  by 
prospectus  only. 


(  The  original  family  haircuttersT^^ 
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Wall  Street  magic 

Even-  before  the  tax  reform  bill 
ruled  them  out-of-bounds,  wary 
investors  had  been  shying  away  from 
real  estate  syndicates  as  low  inflation 
ended  the  quick  profits  from  such  tax 
shelters  (Forbes,  Apr.  21).  But  Wall 
Street  always  finds  a  way.  This  time  it 
is  "securitization,"  which  lets  real  es- 
tate deals  work  like  securities,  pushes 
up  yields  and  gives  them  tax-free  at- 
tributes as  well. 

The  first  of  these  new  deals  went  off 
in  August,  an  effort  by  Salomon 
Brothers,  Shearson  Lehman  and  EQK, 
a  partnership  of  Equitable  Life  and 
Kravco,  a  Pennsylvania  real  estate 
group.  In  effect,  it  is  an  equity  offering 
backed  by  a  zero  coupon  mortgage. 

It  works  like  this:  Green  Acres,  a 
shopping  mall  on  New  York's  Long 
Island,  was  bought  by  a  limited  part- 
nership for  a  total  of  $137  million.  Of 
that,  $93  million  was  raised  by  a  $10 
per  unit  equity  offering,  underwritten 
by  Salomon  Brothers  and  Shearson 
Lehman.  The  other  $44  million  came 
from  a  zero  coupon  first  mortgage  due 
in  1995,  which  Shearson  will  peddle 
separately  for  tax-free  IRA  accounts. 

The  big  plus  comes  to  equity  hold- 
ers. On  the  basis  of  numbers  from  the 
prospectus,  if  Green  Acres  had  to  pay 
10.67%  annual  interest  on  its  mort- 
gage— the  rate  at  which  the  zero  com- 
pounds— investors  would  get  only  a 
passbook-scale  5.4%  in  1987,  perhaps 
9%  by  the  eighth  year  should  rents 
rise.  Because  the  partnership  defers 
the  interest,  the  cash  return  to  inves- 
tors is  virtually  doubled.  Better  yet, 
the  mortgage  interest  is  an  'expense' 
to  the  partnership,  creating  a  modest 
loss  for  tax  purposes,  which  shelters 
all  of  the  mall's  cash  flow.  That 
means  the  9.9% -plus  annual  return  is 
worth  at  least  12.67%  to  taxpayers  in 
the  top  (postreform)  bracket. 

If  this  doesn't  sound  like  other  real 
estate  investments,  it  isn't.  The  units, 
in  fact,  were  designed  to  compete 
with  tax-exempt  municipal  bonds.  Li- 
quidity? The  $10  units  trade  on  the 
New  York  Stock  Exchange,  most  re- 
cently at  lO'/i. 

Despite  the  overwhelmingly  favor- 
able response,  some  syndicators  are 
apprehensive.  The  risk  is  that  by  1995 
the  zero  will  have  grown  to  $104.2 
million,  and  the  property  will  have  to 
be  worth  $196.8  million  to  repay  that 
and  the  equity  holders'  principal.  In 
other  deals,  the  zero  could  compound 


to  more  than  100%  of  the  value  of  th| 
underlying  real  estate,  placing  to 
debt  holders  at  risk.  The  equity  holq 
ers  could  then  be  out  their  principal! 

Nonetheless,  $1  billion  worth  of  ed 
uity  deals  like  this  could  be  on  tbJ 
market  within  a  year.  CRI,  once  a  bi| 
purveyor  of  tax  shelters,  plans  tw| 
equity  offerings  of  $200  million  eacli 
Salomon  Brothers  has  several  moij 
due  the  first  of  the  year.  Integrate! 
Resources  has  already  offered  its  iiii 
zero-based  equity  deal,  and  VMS  i 
studying  the  blueprint. 


Going  for  the  gold 

Even  though  Americans  at  on 
time  were  laying  out  $1  billion 
year  for  Krugerrands,  South  Africa' 
1-ounce  gold  coins,  the  U.S.  steadfasi 
ly  refused  to  issue  any  gold  coinage  c 
its  own.  When  Cape  Town's  aparthei 
racial  policies  prompted  the  U.S.  1 
ban  sales  of  Krugerrands  last  yeai 
American  gold  buffs  had  to  make  d| 
with  other  imports  like  Canada's  Ma 
pie  Leaf  and  Peking's  1-ounce  Parida 
(Forbes,  Sept.  9,  1985). 

The  only  home-minted  gold  frorj 
the  U.S.  Treasury  was  limited  tj 
slow-selling  commemorative  medal 
honoring  such  artists  as  Mark  Twaii 
and  contralto  Marian  Anderson  and  t 
special  mintings  for  the  Los  Angele 
Summer  Olympics  and  the  Statue  c 
Liberty  celebration,  which  were  realll 
expensive  souvenirs. 

Last  year,  however,  the  goldbugs  i 
Congress,  led  by  two  representative; 
Jerry  Lewis  (R-Calif.)  and  Frank  Arj 
nunzio  (D— 111.),  finally  won  the  da) 
Last  month,  Treasury  Secretary  Jame 
Baker  journeyed  up  the  Hudson  to  tbJ 
U.S.  Bullion  Depository  at  West  Poiri 


Treasury  Secretary  James  Baker 
A  coin  to  call  our  own. 


THE  ABILITY 
TO  TELL  GOOD  RISKS  FROM  BAD 
HAS  TAKEN  KEYCORP  FAR. 

Finding  the  right  places  to  do  business 
is  only  part  of  the  challenge  of  "Snowbelt 
Banking." 

KeyCorp  has  also  had  to  find  new  ways 
to  deploy  itself  to  succeed  in  areas  where 
most  large  banks  fear  to  go. 

One  daring  step  was  changing  the  way 
KeyCorp  is  organized.  Unlike  most  banks, 
which  are  almost  all  pyramidal  hierarchies, 
KeyCorp  takes  a  circular  form.  This  puts 
our  top  management  closer  to  the  real 
action.  It  offers  greater  support  to  our 
people  in  the  banks.  And,  ultimately, 
delivers  better  faster  service  to  our 
customers. 

The  demanding  environment  of  the 
North  has  forced  us  to  take  many  risks  and 
it  will  continue  to  do  so.  But  if  it's  true 
that  you  must  be  different  to  be  better, 
these  risks  are  worth  taking. 

It's  what  makes  KeyCorp  King  of 
the  North. 

2  CORP 

King  of  the  North 


IftheS&Pis 
hitting  .333,  then 
our  top  two  hitters 
are  batting  over  .630! 

Two  of  Twentieth  Century's  common  stock  funds,  Select 
Investors  and  Growth  Investors,  each  reported  an  annual 
compound  rate  of  return  of  28%*  for  the  10-year  period 
ending  June  30,  1986,  while  the  Standard  &  Poor's  500 
Stock  Index  reported  a  15%  return.  Comparing  the 
performance  of  the  S&P  500  to  the  performance  of 
these  two  Twentieth  Century  funds  is  like  comparing 
a  baseball  player  hitting  .333  to  two  players  each 
batting  over  .630! 

Career  performance  like  this  would  put  any 
player  at  be  top  of  the  league.  In  fact,  for  this 
same  lu  '  ar  period,  Select  Investors  and  Growth 
Investor  were  the  top  two  hitters,  ranked  by 
Lipper    .alytical  Services  as  the  #1  and  #2 
no-load  ».iutual  funds  in  the  country. 

So  it's  no  surprise  that  we've  attracted  so 
many  fans.  Just  look  at  our  stats. 

For  complete  information  about  Twentieth 
Century's  seven  no-load,  no-minimum  mutual 
funds,  call  or  write  for  a  free  prospectus. 
Please  read  the  prospectus  carefully  before 
investing. 


1-800-345-2021,  ext.  411 

•  This  rate  describes  past  performance,  and  is  not  a  projection  for  the  future 


to  strike  the  first  gold  bullion  coin 
ever  minted  in  the  U.S.  (Franklin  Root 
sevelt  took  the  country  off  the  golq 
standard  in  1933.)  The  Treasury's  new 
mintings  will  include  a  1 -ounce  cois 
with  a  face  amount  of  $50,  along  witlj 
others  in  $25,  $10  and  $5  denominai 
tions.  They  will  go  on  sale  in  mid 
October  through  brokerage  housesl 
banks  and  coin  dealers.  Officially  th< 
coins  will  be  legal  tender,  but  thi 
amounts  stamped  on  their  faces  wil) 
be  only  a  hint  of  their  value.  Because 
the  sales  price  of  each  coin  will  b\ 
based  on  the  cost  of  its  gold  content) 
the  $50  1 -ounce  coin  was  actualli 
worth  more  than  $400  (plus  cost  ani 
sales  markups)  the  day  Baker  struck  i| 
at  West  Point. 

The  new  coins  arrive  at  a  tim 
when  gold  prices  are  on  the  rise,  bd 
the  sales  will  bring  no  great  windfa] 
to  the  Treasury.  The  U.S.  has  abou| 
263  million  ounces  of  gold  on  hand 
perhaps  close  to  a  quarter  of  thJ 
world's  supply,  carried  on  the  boolo 
at  the  official  price  of  $42  an  ounq 
But  the  Mint  will  tap  none  of  thi$ 
Instead,  the  government  will  bu 
new,  American-mined  gold  at  the  gq 
ing  rate.  The  metal  now  produced  ii 
the  U.S.  amounts  to  perhaps  2.3  mil 
lion  ounces  a  year;  the  Treasury! 
gold-coin  program  calls  for  usirl 
about  2.2  million  ounces  of  that.  S 
except  for  a  small  percentage  to  cove 
costs,  the  profits  will  go  to  the  minei 
and  the  sellers,  not  the  minters. 


The  battle  of  the  books 

Since  1968,  through  fat  years  art 
lean,  Newsweek,  the  perennis 
number  two  newsmagazine,  coul 
send  out  its  space  salesmen  arme; 
with  one  claim  unmatched  by  its  bij 
ger,  richer  rival,  Time.  Newsweek  coi 
sistently  ended  each  year  with  moi 
advertising  pages,  a  potent  argumer 
in  Madison  Avenue's  perpetual  garc 
of  follow  the  leader.  Even  in  the  recel 
sion  year  of  1982  Newsweek  held  i 
edge,  clocking  2,863  pages  to  Tim^ 
2,641  (Forbes,  Sept.  13,  1982).  Tru 
Time  regularly  outpaced  its  small* 
rival  in  circulation  and,  with  its  higl 
er  ad  rates,  in  revenues.  But  New 
week's  lead  in  ad  pages  gave  its  spao 
cadets  a  solid  talking  point. 

Now  that  point  seems  blunted 
1985  Time  cut  Newsweek' s  lead  to  jui 
18  pages,  2,714  to  2,696.  And  for  tl 
first  seven  months  of  this  year — tli 
Publishers  Information  Bureau  figun 
for  August  are  not  out  yet — Time  h\ 
pulled  ahead,  1,391  pages  to  New 
week's  1,334. 


ComputerLand 

The  one  thing  to  know  about  computers! 


Readers  Say 


Patrick  McDonnd 


World's  most 
comfortable  suit- 
anywhere! 

You're  in  a  tough  new  ballgame 
every  day.  In  or  out  of  the  office, 
you  always  go  for  broke.  Take  some 
comfort,  with  a  Sansabelt  Suit* 
It's  the  only  suit  with  the  famous 
patented  waistband.  Fine  tailoring 
in  your  choice  of  fabrics  and  colors. 

SANSABELT 

-  RUBY!  INC. 

Michigan  City.  Indiana       <g)  1086 


What  featherbedding? 

Sir:  Your  article  on  television  produc- 
tion (Forbes,  Aug.  25)  was  an  insult  to 
every  union  and  guild  member  in  Hol- 
lywood. Hollywood  Teamsters  are 
rightfully  proud  of  their  skills  and 
contributions  to  the  motion  picture 
and  TV  industries.  We  do  not  "feath- 
erbed," but  work  in  accordance  with 
an  industrywide  contract. 
— Earl  D,  Bush 
International  Trustee, 
Studio  Transportation  Drivers 
Local  Union  No.  399 
North  Hollywood,  Calif. 


Car  cares 

Sir:  Your  story  "Autodom's  persis- 
tent bad  image"  (Forbes,  Aug.  25)  was 
beautiful,   just  beautiful!  Someone 
must  wake  these  people  up. 
—Billy  B.  Frink 
Winter  Park,  Fla. 

Sir:  With  Ford  and  Chrysler  stressing 
quality  and  GM  featuring  "Mr. 
Goodwrench,"  advertising  may  cor- 
rect perceptions  of  lack  of  quality. 

— Lyle  D.  Knirk 

Atlanta  Financial  Development,  Inc. 
Atlanta,  Ga. 


Mutual  madness 

Sir:  About  the  cover  line  for  your  an- 
nual mutual  funds  survey  "The  Mad- 
dening    Multiplicity     Of  Funds" 
(Forbes,  Sept.  8),  didn't  yon  mean 
"madding,"  meaning  acting  as  if  mad, 
rather  than  "maddening,"  meaning  to 
incite  to  madness?  If  it  was  the  latter, 
who  has  been  incited  to  madness  by 
the  proliferation? 
— Eric  S.  Emory 
Managing  Director. 
Renaissance  Advisors 
Katonah,  NY. 

We  had  in  mind  Forbes  readers,  of 
course,  confronted  with  some  1,200  mu- 
tual funds  to  choose  among,  vs.  fewer 
than  900  only  12  months  before.  We  also 
were  aware  of  some  peculiar  hehai  lor  on 
the  part  of  the  statistical  staff  by  the  time 
the  issue  closed. — Ed. 

Sir:  An  interesting  cover  choice  for 
the  annual  mutual  funds  issue.  There 
is  another  national  publication,  as 
you  may  know,  that  features  a  small 
bunny  on  the  cover,  hidden  discreet- 


ly. With  the  mutual  funds  issue,  yotj 
changed  the  challenge  from  one  o 
finding  to  one  of  counting. 

— Randy  L.  Scritchfield,  CFF 
The  Acacia  Group 
Potomac  Agency 
Rockville,  Md. 

Sir:  The  blanket  reference  to  all  [12b 
1]  plans  as  "hidden  loads"  implie: 
that  management's  number  one  ob 
jective  is  to  exploit  shareholders.  Th« 
Janus  Fund's  12b-l  authorizes  th« 
fund  only  to  pay  for  printing  and  mail! 
ing  its  own  prospectus  to  individuals 
who  specifically  request  [it].  We  do 
not  feel  this  is  properly  described  a 
"money  spent  hustling  the  fund." 
—JackR.  Thompson 
Treasurer, 

Janus  Capital  Corp: 
Denver,  Colo. 

Sir:  The  survey  incorrectly  listed  th; 
New  York  Muni  Fund's  expenses  a 
$1.60  per  $100  of  net  assets.  The  con 
rect  amount  was  $1.27.  Secondly,  I  fee 
your  grading  of  performance  of  munic 
ipal  bond  funds  is  extremely  mislead 
ing.  Because  of  the  higher  risks,  a  high 
yield  fund  should  outperform  interme 
diate  or  single-state  funds.  Thus,  in 
performance  comparison  it  comes  ai 
no  surprise  that  high-yield  funds  re 
ceived  As  while  intermediate  and  sin 
gle-state  funds  received  Ds. 
— :/.  Luke  Alston 
Vice  President, 
New  York  Muni  Fund 
New  York,  N.Y. 

Sir:  The  yield  of  Calvert  Tax  Free 
Reserve  Money  Market  Portfolio 
is  5.1%,  not  4.4%. 
— Grace  P.  Sannino 
Director  of  Public  Relations, 
Calvert  Securities  Corp. 
Washington,  D  C. 


Countdown  to  the 
millennium 

Sir:  You  may  be  correct  that  "Ever; 
body's  Talking  About  The  Year  2000 

(Fact  and   Comment,    Sept.    8),  b\> 


HERE  COSHES  TOUGH.. 

here  camES... 


Beverage  trucks  take 
some  beating-stop-start 
deliveries,  narrow  city 
streets,  potholes,  the 
works! 

Now  Cargo's  here- 
the  tough  new  Ford  tilt 
with  the  aerodynamic, 
European-style  cab. 

Cargo's  built  to  take  it, 
with  chassis  components 
and  drive  train  designs 
already  proven  on  other 
tough  Fords.  It's  built  to 
challenge  the  best  the 
world  has  to  offer! 

Great  new  outlook 
for  the  driver! 

Cargo's  here  to  make 


The  new  city  truck 
that's  Built  Ford  Tough  i 


tight  turns  easier,  your 
drivers  more  productive, 
with  low-cut  side  obser- 


vation windows,  to  give 
the  driver  great  visibility 
in  stop  and  go  city 
driving-up  and  down, 


front  and  side.  Power 
steering's  standard.  The 
wheel  cut  is  a  full  45,° 
Cargo's  turning  radius  is 
14  ft.  shorter* 


DIE 

Even  the  engine  is 
Built  Ford  Tough! 

Ford's  been  making 
fuel-efficient  diesels  for 
decades,  but  never  one 
as  advanced  as  our  new 
165  hp**  turbo-a  design 


so  tough,  it  has  no  restric- 
tions on  application  or 
mileage! 

22  Work-Ready  Cargo 
models,  GVW's  of  26,500 
and  29,500  lbs. 

Ford  Cargo:  It's  loaded 
with  ideas  every  bever- 
age truck  should  have! 

"Turning  diameter  compared  with 
F-series  conventional  comparably 
equipped. 
"SAE  standard  J1349. 

TRUCK  OPERATIONS 


To  get  ahead  these  days, 
you  ought  to  carry  a  club. 


The  Club  Bag  by  Hartmann. 

When  you're  on  the  run— here  today  and  gone  tomorrow,  in  again 
and  out  again— you  need  all  the  help  you  can  get. 

Hartmann's  Club  Bag  is  one  of  the  most  packable,  stowable,  port- 
able, dependable  allies  a  traveler  could  hope  to  own. 
Top  loading  for  easy  access,  you  can 
really  fill  it  up.  It  has  zippered 
pockets  on  each  end,  an  out- 
side pocket,  an  inside 
pocket,  a  sturdy  handle 
to  steady  your  grip, 
and  a  strong  shoulder 
strap.  And  it  comes  in 
three  friendly  sizes  from  16 
to  a  full  two  feet. 

The  Club  Bag.  At  the  country 
club  or  on  a  business  trip,  it  can 
be  the  secret  weapon  that  sees 
you  through. 

Send  for  a  list  ot  your  nearest  Hartmann  dealers,  Dept  1013'! 
^1986  Hartmann  Luggage.  Hartmann  Drive.  Lebanon,  fen  37087 


We  don't  rut  corners." 


Du  Pont  TEFLON*  water  &  stain  repeller 


"everybody"  seems  to  have  missed 
the  point.  The  21st  century  begins  not 
on  Jan.  1,  2000,  but  one  year  later,  on 
Jan.  1,  2001. 

— George  W.  Colombo 
Merrimack,  Nil 

Sir:  You  failed  to  mention  that  the 
reason  for  the  size  and  number  of  the 
hangovers  will  be  all  the  computer 
systems  that  will  go  south  when  the 
date  goes  from  "99"  to  "00." 
— Dennis  Lawley 
Manager  of  Information  Sen  ices, 
S.D.  Warren 
Skowhegan,  Me. 


One  picture  is  worth  . . . 

Sir.  Your  article  on  Kenneth  Bartleyl 
Boudrie's  furniture  reproduction  busi- 
ness (Forbes,  July  28)  notes  that  "youi 
need  only  a  drill  and  a  screwdriver  toj 
complete  a  Bartley  kit."  Your  photoi 


Crafting  a  Bartley  Collection  sample 


shows  reality — a  trained  worker  and 
seven  visible  tools  other  than  a  drill 
and  screwdriver.  Remember,  the  most) 
dreaded  words  to  a  consumer  are 
"some  assembly  required." 
— -James  R.  Martin 
Jakarta,  Indonesia 

Relax.  As  our  caption  noted,  the  photo) 
shows  a  "sample"  chair  being  construct 
ed,  a  job  requiring  extra  tools. — Ed. 


See  America  first? 

Sir:  I  do  not  agree  that  when  Ameri 
cans  don't  travel  abroad  we  "are  hand- 
ing Qaddafi  an  economic  victory  of  a 
size  and  sort  that  even  in  his  wildest 
rantings  he  could  not  have  anticipat 
ed"  (Fact  and  Comment,  July  28).  Yon 
are  forgetting  that  the  U.S.  is  expert 
encing  probably  the  largest  tourist 
season  of  its  history  and  that  we  are 
benefiting  significantly  from  the  bil- 
lions of  dollars  being  spent  here,  crej 
ating  jobs  for  our  own  people. 
— Charles  P.  Brumder 
Waukesha,  Wis. 


©  1985  Utica  National  Insurance  Group 


Here's  a  suit  that  can 
take  us  all  to  the  cleaners 


VST 


Someone  falls  and  twists  an  ankle. 
And  they're  not  just  injured.  They're  sore.  Angry, 
ithey  sue  the  city  for  damages.  What  have  they 
to  lose? 

[Look,  the  world  isn't  full  of  fakes  and  most 
lims  are  legitimate. 

But  when  a  minor  injury  brings  a  higher 
iard  than  a  fatal  accident,  something  is  very 
png.  Worse,  society  often  puts  the  blame 
'on  who's  guilty,  but  on  who  can  pay 
Our  cities  and  towns  are  especially  hard 
Legal  fees  alone  cost  millions. 
|d  jury  awards  are  so  unpredictable, 
urance  companies  can't  keep  up. 
they  raise  their  rates.  And  cities, 
f/ns  and  villages  pay. 
Which  means  you  pay.  With  higher 
es  that  could  have  paid  for  more  police, 
Ire  ambulances,  more  firetrucks  and  more 
ygrounds. 

You  see,  as  tough  as  these  suits  are  on  us, 
•y're  tougher  on  you.  Even  if  you  never  set  foot  in 

IBP 

UTICA  NATIONAL 
INSURANCE  GROUP 

INSURANCE  THAT  STARTS  WITH  YOU 
Utlca  National  Insurance  Group  including  Utica  Mutual  Insurance  Company  and  its  affiliated  companies,  180  Genesee  St.,  New  Hartford,  New  York  13413. 


court,  you  foot 
the  bill. 
What  can  you  do? 
Open  your  eyes.  Right 
now,  coalitions  are  being 
formed  all  over  the  country. 
They  include  doctors,  law- 
yers, school  board  members, 
day  care  center  operators, 
restaurant  and  tavern  owners, 
government  officials  and  people 
like  you.  They're  learning  more 
about  these  and  other  civil  justice 
problems.  So  they  can  do  something 
about  them. 
Why  not  get  involved?  Or  simply 
raise  your  voice.  Write  to  the  Insurance 
Information  Institute,  110  William  Street, 
New  York,  NY  10038,  for  a  free  brochure  that 
tells  how. 

Because  if  everyone  helps  clean  up  the  system, 
it  will  stop  cleaning  everyone  out. 


Pui 


it  tog 


ether. 


Most  people  know  us  for  our  computers. 
Our  name  is  synonymous  with  business 
solutions. 

But  another  important  area  of  our  excellence  ia 
telecommunications  solutions.  We  started  working 
on  communications  right  after  we  built  our  seconc 
computer. 

Today,  we  offer  a  communications  network 
that  can  help  you  connect  continents.  We  make 
network  products  that  can  tie  your  office  and  your 
business  together.  And  we  also  make  digital 
telephones  and  voice/data  switches. 

And  it's  state-of-the-art  technology. 

We Ve  been  in  the  communications  business 
since  before  most  Americans  were  born.  So  we 
figured  it  s  high  time  people  knew  about  it. 

We  can  help  you  communicate  information  to 
anybody,  anytime,  anywhere.  And  we've  been  doir 
it  for  years. 

Were  IBM.  With  the  service,  quality,  people  an 
products  to  help  you.  To  find  out  more,  talk  to  yoi 
IBM  marketing  representative. 


vwstinghouse? 
What  an  enlightened 
approach  to  asset-based 

lending! 


Westinghouse  is  no  longer  making  those 
famous  light  bulbs,  but  we're  certainly  light- 
ing up  the  world  of  asset-based  lending. 

Westinghouse  Credit  is  in  the  business 
of  providing  manufacturers,  distributors 
and  other  service  companies  with  innova- 
tive ways  to  finance  growth.  Whether  you 
need  working  capital  or  acquisition  financ- 
ing, we  can  turn  your  assets  into  the  cash  to 
power  that  growth. 

Based  upon  your  receivables  or  inven- 
tory, our  specialists  can  design  a  revolving 
credit  facility  to  meet  your  specific  business 
needs.  Or  we  can  meet  those  needs  through 
a  customized  term  loan  secured  by  your 
fixed  assets. 


Find  out  for  yourself  why  we're  one  of 
America's  fastest  growing  resources  for 
business  capital.  A  lender  with  so  many 
satisfied  customers  that  over  60  percent  of 
our  financing  last  year  was  repeat  business. 

Just  call  Betty  Adler  at  (412)  642-4000 
for  your  copy  of  the  Westinghouse  Credit 
Guide  to  Creative  Financing.  Or  write  her  at 
Westinghouse  Credit,  One  Oxford  Centre, 
Pittsburgh,  PA  15219. 

After  all,  you  don't  want  to  miss  the 
chance  to  plug  into  one  of  the  leading  power 
sources  for  business  growth. 


Westinghouse  Credit 

ouse  Credit  Corporation:  Commercial  and  Residential  Real  Estate  Financing 
Corporate  Financing/Leveraged  Buyout  Financing/Asset-Based  Lending/Leasing/Fixed  Asset  Financing 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IS  THE  STOCK  MARKET  S  WILD  PLUNGE  THE  START  OF  A  LONG  DOWNER? 


For  several  months — in  some  cases,  years — a  number  of 
irognosticators  have  been  predicting  a  stock  market  col- 
apse,  and  they  are  having  a  ball  I-told-you-so-ing. 

But  before  Black  Thursday-Friday  no  one  expected 
uch  a  spectacular  send  down.  The  postmortems  on  the 
L)ow  Jones  drop  of  121  points  and  the  478-milhon-share 
'olume  in  two  days  have  been  fascinating.  Ironically, 
ophisticated  fail-safe  computer  uses  have  infinitely  mul- 


tiplied the  disasters  they  were  programmed  to  avoid. 
How  now? 

There  will  be  a  slide  for  a  while,  with  some  Up  days 
among  the  Downs. 

But  if  you  are  not  a  trader,  not  a  gambler,  not  highly 
leveraged,  not  in  immediate  need  of  cash,  you  are  better 
staying  put  in  the  market. 

Selling  most  stocks  now  will  be  less  wise  than  buying. 


OUR  CAVE  IN  TO  A  CUSTODIAL  SWAP  ON  DANILOFF  HAS 


harply  jolted  Americans.  It  flies  in  the  face  of  the  Presi- 
dent's first,  firm  reaction  in  denouncing  the  Russian  sei- 
zure of  the  American  journalist  on  trumped-up  charges  so 
jie  could  be  a  hostage  to  trade  for  their  KGB  spy  caught 

led-handed  in  New  York. 


Secretary  of  State  George  Shultz  said  the  same  thing. 

Does  this  mean  we'll  go  the  rest  of  the  way — before  or 
after  trials — and  swap  their  spy  for  our  hostage? 

What  possible  good  can  come  of  a  Summit  made  possi- 
ble by  such  a  surrender? 


"his  editorial  was  written  before  we  agreed  to  the  custodial  swap. 

LEARNING  THAT  GORBACHEV  IS  NOT  IN  CONTROL  OF  THE  U.S.S.R. 


s  the  most  deeply  disturbing  aspect  of  the  KGB's  Ameri- 
can journalist  arrest.  Either  that,  or  he's  another  of  the 
ame  old  dead  hands  at  the  tiller,  disguised  by  less  age  and 
,hic-er  attire. 

It's  hard  to  believe  that  the  KGB  consulted  him — or,  if 
hey  did,  that  he'd  be  so  blind-sided  as  to  think  that 
rumping  up  a  spy  case  against  Mr.  Daniloff  would  lead  to 
i  swap  of  their  Mr.  Zakharov,  who,  in  his  U.N.  cover,  was 
ictively  seeking  to  sign  up  American  spies  for  the  Soviets. 

In  his  personal  letter  to  Mr.  Gorbachev,  President 
leagan  provided  a  way  out  for  the  Kremlin  leader  by 
issurmg  him,  on  the  President's  word,  that  the  U.S. 


reporter  was  not  a  U.S.  spy.  If  Mr.  Gorbachev  was  really 
serious  in  wanting  a  Summit  and  disarmament,  he  could 
most  gracefully  have  enhanced  the  climate  by  promptly 
saying  that  he  accepted  the  President's  word  and  prompt- 
ly releasing  the  hostage. 

Instead,  the  reply  was  a  nose-thumbing  indictment  and 
a  full-fledged  onslaught  in  Izvestia. 

It's  direly  disheartening  to  find  that  under  the  "r. 
Kremlin  leadership  the  old  ice  thickens,  and  that  there's 
virtually  no  prospect  of  breaking  through  it  to  a  Summit 
and  some  nuclear  disarmament  and  some  possible  capping 
to  the  next  incredibly  costly  leg  of  the  arms  race. 


HOME— SWEET  HOME? 

An  interview  with  MSF  in  Home  Furnishings  Daily 


Q:  Do  you  feel  that  a  home  and  what  goes  into  it  consti- 
tutes a  major  and  meaningful  investment? 
MSF:  More  than  any  other  single  thing,  the  American 
dream  is  to  have  a  place  one  calls  home.  It's  basic.  Housing 
is  the  impersonal  term,  but  home  is  where  the  heart  is  for 
Americans,  and  it's  more  than  a  cliche.  And  as  we  see, 
every  time  that  interest  rates  have  dropped,  housing  starts 
go  up.  People  who  relate  to  home  furnishings  are  on  to 
something  that's  as  sure  as  death  and  taxes. 
Q:  It's  your  son  Steve  who  won  all  those  Owls  for  econom- 
ic forecasting,  but  do  you  feel  that,  with  the  surge  of 
housing  starts  and  this  hunger  in  the  heart  for  roots,  that 
furniture  stocks  are  going  to  do  well? 
MSF:  I  don't  know,  because  I  don't  follow  them  per  se,  but 
my  feeling  is,  if  they  haven't,  they  should  be.  They  can't  be 
wrong  as  an  industry.  However,  again,  you  get  to  the  case 
where  individual  managements  are  important.  Maybe 
they're  overextended,  maybe  they've  bitten  off  more  than 
they  can  chew,  maybe  their  distribution  is  bad.  So  it  would 
be  irresponsible  of  me  to  be  specific  about  specific  compa- 
nies. I  don't  know  enough  about  the  managements,  but,  in 
general,  the  entire  home  furnishings  industry  won't  be 
long  wrong  unless  they're  mismanaged. 


I  think,  we  can  have,  and  will  have,  stock- 
market  downers.  But  more  people  are  work- 
ing than  ever  before.  Jobs  are  looking  for 
people  all  over  the  place.  We  are  not  [living] 
in  an  affluent  bubble  [that  is  going  to  burst]. 

Home  may  be  where  the  heart  is,  but  there  are  things 
that  make  it  a  place  you  want  to  go  to,  and  those  things 
relate  to  everything,  from  furniture  to  carpeting  to  acces- 
sories to  art.  A  house,  if  it  is  lived  in,  is  living  in  the  sense 
that  as  an  organism,  it  gets  old;  it  wants  to  shuck  its  skin 
whether  it's  called  upholstery,  or  whether  it's  called  wall- 
paper. And  we  shed  money  to  keep  them  alive  and  well. 
Q:  Do  you  think  the  affluent  bubble  we're  living  in  is 
going  to  burst? 

MSF:  No,  I  don't  think  it's  a  bubble.  I  think  we  can  have, 
and  will  have,  stock-market  downers.  We've  had  several 
bumps  in  terms  of  the  economy's  sliding  off,  but  there's 
been  nothing,  thank  God,  comparable  to  the  Great  Depres- 
sion. The  downturns  we  have;  the  shifts  we  have  now,  can 
be  catastrophic.  Detroit  was  in  bad  shape;  the  steel  indus- 
try is;  agriculture  is.  They  had  it  and  overextended  in 
many  cases.  Who'd  have  guessed  that  the  oil  business 
could  be  overextended ? 

But  like  the  contents  of  a  bouse  and  the  house  itself,  there 
is  no  such  thing  as  static  foreverness.  And  great  industries 


are  undergoing  enormous  shifts  in  this  age  to  high  tech.  Job 
are  opening  in  entirely  different  areas,  many  of  them  servic 
oriented.  It  takes  far  fewer  people  to  produce  more  with  les 
sweat  and  better  quality.  What  the  microchip  has  done  ft 
our  lives  is  extraordinary.  We  are  only  on  the  threshold  o 
what  automation  is  going  to  mean. 

But  we've  discovered  that  when  you  have  more  leisurj 
time,  when  you  don't  have  to  be  down  in  the  mine  with  J 
pick  to  get  the  coal  out,  but  you  can  push  buttons  on 
machine  in  many  areas,  that  people  don't  spend  less  monj 
ey  or  have  less  wants  when  they  have  more  time — thj 
wants  have  multiplied.  And  so,  there  are  whole  new  busij 
nesses  built  around  the  fact  that  people  have  a  shorts 
work  week  or  get  more  done  in  less  time  in  a  productivj 
sense.  The  money  that  is  being  saved  on  a  less  expensive 
but  better  automobile,  the  money  that  is  saved  on  TVs  anj 
VCRs  that  have  come  down  in  price,  that  money  doesn" 
go  into  the  bank;  we  are  not  suffering  from  oversaving,  nrj 
are  we  undersaved.  A  lot  of  people  don't  realize  that  if  the 
don't  have  money  in  the  savings  account,  they  still  hav 
money — in  pension  plans,  social  security,  etc.,  that  i 
painlessly  extracted,  but  it  is  savings. 
Q:  What  about  the  people  who  have  used  up  their  credit! 
MSF:  That  has  been  ever  thus,  but  the  point  is,  morj 
people  have  credit,  more  people  can  have  credit,  morj 
people  use  credit.  We  have  always  had  people  spend  morj 
than  they  should.  In  the  old  days,  with  Britain's  landei 
gentry,  the  big  downfalls  were  gambling  and  drink.  Now  j 
may  be  plastic  credit  cards  that  cause  the  same  problem 
But  remember,  more  people  are  working  today  than  eve 
were  working  before,  and  we  have  ceased,  in  recent  years 
to  have  more  people  coming  into  the  job  market  because  q 
the  baby  shortage  that  we  are  now  feeling.  The  number  c 
available  to  be  employed  is  going  down,  and  the  numbe 
employed  is  going  up.  Jobs  are  looking  for  people  all  ovq 
the  place.  We  are  not  in  a  bubble,  we  are  not  suffering  frot 
overspending.  A  number  of  people  are  overspending,  si 
what  happens  to  them?  Their  credit  is  no  good,  and  the 
have  to  pull  in  their  horns.  But  a  major  problem  it  isn't. 
Q:  I  was  amazed  at  the  high  percentage  of  women  in  yod 
subscriber  study  who  work.  One  thinks  the  higher  thl 
demographics,  the  less  likely  the  woman  is  to  work. 
MSF:  A  lot  of  women  have  high  incomes  because  they  an 
earning  it.  There  is  a  whole  new  orientation  to  equality,  i 
has  graduated  from  tokenism,  where  a  lot  of  companie 
had  to  have  women  for  window  dressing.  Then  they  dis 
covered  that  a  lot  of  women  were  brighter  than  mer 
We've  all  known  that  from  the  time  we  were  in  school,  i; 
terms  of  grades,  but  then  chauvinism  reigned  supremi 
from  then  on  out.  Well,  that  has  changed. 


GIVE  HER  "THE  SECOND  WIFE  TREATMENT" 

While  for  some  of  us  it  may  be  too  late,  here's  a  great  any  second  wife,  she  certainly  was  entitled  to  'the 
narriage-saving  suggestion  from  reader  Clyde  Brooks  of    second  wife  treatment.' 


Washington,  D.C.,  who  writes, 
'You  occasionally  pass  on  a  good 
dea  for  living.  You  may  find  this  of 
nterest. 

"The  other  day  I  had  a  look  at  my 
vife  and  47  years  of  marriage  and 
concluded  she  had  been,  and  still  is, 
he  one  most  responsible  for  our  good 
life.  And  looking  about,  I  concluded 
he  just  could  not  be  replaced. 


"She  is  delighted  with  her  new 
status  and  treatment. 

"And  for  the  two  of  us:  It  has 
given  us  a  new  viewpoint.  It  makes 
us  more  thoughtful  and  forgiving.  It 
tempers  irritation.  We  work  a  little 
harder  at  our  daily  living.  And,  final- 
ly, it  has  put  a  little  more  humor  and 
romance  in  an  already  good  life. 
"To  other  men  in  similar  circum- 


Clyde  and  Virginia  Brooks 

"Knowing  the  fine  treatment  second  wives  seem  to  stances,  I  recommend  trying 'the  second  wife  treatment.' " 
et,  I  decided  that,  since  this  first  wife  was  better  than       Say  we,  try  it.  Your  wife's  sure  to  like  it. 

INEQUALITY  OF  THE  SEXES 

Over  half  of  current  bestsellers  feature  women  as  the  heroines  or  at 
least  the  principal  or  predominating  characters.  Naturally,  these 
bestsellers  are  by  the  ladies.  In  fiction,  they've  got  it  bagged. 


ONLY  THOSE  WHO  HAVE  NOTHING 

have  never  been  had. 


THE  FINAL  TEST  OF  GREATNESS 

in  a  CEO  is  how  well  he  chooses  a  successor. 
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Red  Storm  Rising 

(CP.  Putnam's  Sons,  $19.95).  This  is 
as  gripping  as  his  blockbuster  The 
,  *  Hunt  for  Red  October.  An  oil  crisis 

1 1  v  kt  8  11  M  triggers  a  Russian  not-quite-surprise 
invasion  of  NATO  and  war  on  the 
U.S.  Neither  side  uses  atomic  weap- 
ons. NATO  and  our  Navy,  aided  by  air 
echnological  superiority,  contain  the  assault.  No  one  else 
vho  knows  so  much  has  ever  before  scripted  a  win  for  the 
fVest  in  an  atomic  bombless  superpower  clash.  And  even 
ifter  reading  this  fabulous  volume,  I  doubt  if  many — or 
ftny — think  this  a  likely  script  for  actuality. 
\lxcerpts:  "If  the  Russians  use  their  gas  weapons,  and  then 
he  Americans  reply  in  kind,  we  would  be  fortunate  if  half 
pur  citizens  were  alive  six  months  from  today.  It  is  actually 
•asier  to  protect  our  citizens  from  nuclear  weapons  than 
ngainst  gasses,  and  nuclear  effects  are  shorter-lived.".  .  . 
rheir  missiles  needed  precise  information  if  they  were  to 
wmein  on  the  raid's  primary  target,  the  two  American  and 
bne  French  carrier,  or  the  mission  was  a  wasted  effort. 
Nearly  every  American  ship  carried  powerful  air-search 
'  adars  that  could  locate  the  raid  200  or  more  miles  away, 
lut  those  radar  signals  could  be  detected  at  an  even  greater 
range,  generating  a  return  signal,  that  would  potentially 
illow  the  Soviets  to  circle  the  formation,  pinpoint  it,  then 
[:onverge  in  from  all  points  of  the  compass.  The  game  was 
.hde  and  seek,  played  over  a  million  square  miles  of  ocean. 

General  Alekseyev  looked  over  the 


rhe  losers  died. 

nformation  on  fuel  availability.  "One  month?" 
"At  current  operational  tempos,  yes,"  [Ivan  Mikhailo 


BOOKS 

by  Tom  Clancy  vichj  Sergetov  said  grimly.  "And  to  do  this  we  have  crippled 
the  whole  national  economy.  My  father  asks  if  we  can 
reduce  expenditures  at  the  front — " 

"Certainly,  "the  General  exploded.  "We  can  lose  the  war! 
That  ought  to  save  his  precious  fuel!"  .  .  .  "The  worst  thing 
of  all  are  (NATO's]  antitank  missiles.  Three  men  in  a 
wheeled  vehicle.  One  driver,  one  loader,  one  gunner.  They 
hide  behind  a  tree  at  a  turn  in  the  road  and  wait.  Our  column 
comes  into  view  and  they  fire  from  a  range  of — say  two 
kilometers.  They're  trained  to  go  for  the  command  tank — 
the  one  with  the  radio  antenna  up.  As  often  as  not  the  first 
warning  we  have  is  when  the  first  weapon  hits.  They  fire  one 
more  and  kill  another  tank,  then  race  away  before  we  can 
call  down  artillery  fire.  Five  minutes  later,  from  another 
spot,  it  happens  again.  It's  eating  us  up, "  [Sergetovj  said. 

•  The  Royal  Tour  1901— by  Petty  Of- 
ficer Harry  Price  (William  Morrow  & 
Co.,  $20.95).  The  Royal  Tour,  as  the 
jacket  blurb  aptly  summarizes  it,  "is  a 
facsimile  of  an  altogether  unique, 
handwritten  and  illustrated  account 
of  the  cruise  of  HMS  Ophir  in  1901, 
when  the  Duke  and  Duchess  of  York 
(later  King  George  V  and  Queen  Mary)  toured  almost  the 
whole  of  the  British  Empire."  Here  an  excerpt  on  avoiding 
fog  collisions,  pre-radar. 

Excerpt:  In  the  middle  watch  a  fog  came  on,  Our  commo- 
dore instantly  signaled  to  take  up  formation  single  line 
ahead,  that  is  I  mean  to  our  escort,  And  we  got  out  fog- 
bouys,  you  will  see  what  I  mean,  They  are  towed  astern, 


and  the  next  ship  can  tell  when  they  are  close  upon  you. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Rainmaking  Pol? 

Drought  has  become  an  issue  in  the 
campaign  in  South  Carolina's  Second 
Congressional  District,  where  a  Dem- 
ocrat, Fred  Zeigler,  accused  Represen- 
tative Floyd  Spence,  the  Republican 
incumbent,  of  ignoring  farmers,  say- 
ing he  had  stayed  in  Washington  rath- 
er than  coming  home  to  inspect 
parched  farm  fields.  Mr.  Spence,  a 
Congressman  since  1970,  seemed  un- 
fazed.  "I  can't  be  responsible  for  the 
drought,"  he  said.  "I  take  credit  when 
it  rains,  but  I  can't  be  blamed  for  the 
drought." 

— William  E.  Schmidt, 

New  York  Times 


any  sense  of  realpolitik — then  the 
ship  of  state  is  indeed  in  dire  straits. 

— New  York  Post  editorial 

Country  Classics 

Country  music  is  too  much  fun  to 
allow  it  to  be  spoiled.  No  other  sort  of 
music  offers  such  classic  lines: 

"If  fingerprints  showed  up  on  skin, 
wonder  whose  I'd  find  on  you." 

"My  wife  just  ran  off  with  my  best 
friend,  and  I  miss  him." 

"I've  got  the  all-overs  for  you  all 
over  me." 

— Elvis  Is  Dead, 
by  Lewis  Grizzard 


A  National  Disgrace 

The  deal  that  Washington  made 
with  Moscow  to  free  Nick  Daniloff 
is  an  unmitigated  disgrace — from  the 
American  standpoint.  From  the  Sovi- 
et vantage  point,  the  episode  is  a 
triumph. 

If  the  administration  is  so  anxious 
for  a  U.S. -Soviet  diplomatic  rap- 
prochement that  it's  prepared  to  aban- 
don principle  altogether — as  well  as 


Hot  New  England 

Let's  play  a  little  we-and-they. 
"We,"  of  course,  are  the  inhabitants 
of  New  England,  God's  preferred 
land,  the  City  on  a  Hill,  fount  of 
American  culture.  "They"  live  be- 
yond New  York  State's  eastern  bor- 
der, and  I  have  no  other  words  to 
describe  them.  At  the  moment  we're 
hot.  The  economy  is  booming,  na- 
tional commentators  tell  us  we're  the 


Behaving  Like  Little  Gents 


(1)  Weinberger,  Brzezinski  and  (r)  Nilze  on  deck  of The  Highlander 


Some  politicians  can't  leave 
their  disagreements  in  Washing- 
ton and  behave  like  little  gents 
out  in  public,  but  several  who 
have  been  known  to  be  in  oppos- 
ing camps  mingled  happily  at  the 
Labor  Day  weekend  aboard  the 
Forbes  yacht  Highlander. 

Defense  Secretary  Caspar  Wein- 
berger and  his  wife  chatted  amiably 


with  Senators  Lloyd  Bentsen  and 
Russell  Long,  whose  committees, 
we  all  know,  have  cut  way  back  on 
the  Defense  Secretary's  requests. 
And  Paul  Nitze  of  America's  nucle- 
ar disarmament  team  had  only 
pleasant  words  for  Zbigniew  Brze- 
zinski, former  chairman  of  the  Na- 
tional Security  Council.  Maybe  it 
was  the  setting.  Or  the  food. 

— Suzy,  New  York  Post 


greatest  success  story  of  the  Eighties. 

In  Texas,  which  once  was  Hot  but 
now  is  Not,  where  during  the  oil 
boom  egregious  yahooism  produced! 
bumper  stickers  that  commanded! 
"Freeze  A  Yankee,"  they're  even  go- 
ing so  far  as  to  look  to  New  England  to 
find  out  how  to  do  things  Right. 

New  England  is  what  it  is  today 
because  of  a  blessing  that  cannot  be 
retroactively  conferred  on  any  region:] 
history.  By  the  time  Texas  was  sprung 
free  from  Mexico,  New  England's  cul- 
ture was  two  centuries  old. 

I  don't  mean  to  imply  that  New 
England  is  economically  strong  today! 
because  of  Emerson's  essays  or  Wil-l 
liam  Lloyd  Garrison's  pamphlets.  But) 
there's  something  terribly  pleasing] 
about  seeing  prosperity  flower  in  ai 
region  that  has  placed  its  faith  in 
brainpower  and  creativity  and,  most 
of  all,  strength  of  character. 

— Daniel  Okrent, 
New  England  Monthly 


"I  know  they're  expensive,  senor, 
but  we  have  an  enormous 
foreign  debt  to  pay  off." 


2%  Produces  50% 

Private  plots  are  the  most  produc- 
tive sector  of  [the  Russian]  agricul- 
tural system.  Less  than  2%  of  theil 
arable  land,  it  produces  about  half  of 
their  fruit  and  potatoes,  more  than  a 
third  of  their  eggs,  vegetables  and 
meat.  Hell,  it's  the  only  part  of  the 
damned  agricultural  system  that 
works.  The  big  shots  over  there  have 
known  for  years  that  by  doing  this 
they  could  solve  their  food  shortage 
problems,  and  still  they  haven't  done 
it  for  political  reasons.  They  couldn't 
run  the  risk  of  State  sponsorship  for 
a  whole  new  generation  of  kulaks 
(private  farmers). 

— Tom  Clancy,  Red  Storm  Rising 

Overheard 

Woman  to  umbrella  vendor,  in  the 
pouring  rain:  "I  don't  want  that  one! 
It's  wet." 

— New  York  magazine 


The  New  Chrysler  New  Nbrkec 
"Rjrbo-charged  power  Ront-wheel  drive. 
Even  when  you'ie  sitting  in  the  lap  of  luxury 
yoi/ie  still  in  the  drivers  seat. 


The  moment  you  enter  your  Chrysler  New  \brkec  you 
ter  a  world  of  luxury.  A  world  of  inner  quiet  lhat  shields  you 
m  blaring  city  noise,  Power  and  convenience  systems  that 
till  a  strong  sense  of  command. 

Sut  New  Yorker's  luxury  extends  far  beyond  cxjrnforts  and 
nveniences.  Chrysler  believes  a  luxury  car  should  also  be 
incredible  driving  car 

That's  why  New  Yorker's  ad- 
nced  front-wheel  drive  and  posi- 
a-response  suspension  , are 
signed  to  give  exceptional  agility 
cl  outstanding  control.  You  can  sail 
o  a  tight,  twisting  turn  with  quiet 
nfidence. 

That's  why  New  Yorker  offers  you 
5  option  of  turbopower.  So  you 


won't  feel  intimidated  by  frantic  freeways. 

And  whether  you  buy  or  lease.  New  Nbrker  gives  you  the 
luxury  of  a  5-year  or  60000-mile  Protection  Plan.*  Even  your 
turbo  is  coveted 

Todays  New  Vbrkecluxury  that  has  kept  pace  with  the 
technology  of  driving.  Because  even  when  you'ie  sitting  In 
the  lap  of  luxury  Chrysler  wants  you  to 
be  in  the  drivers  seat. 

Test  drive  today's 
New  Yorker.  At  your 
Chrysler-Plymouth  dealer 
Buckleupforsorlety 

Chrysler  Driving  to  be  the  best. 

Chrysler  Motors:  Best-bunt  best-booked 
American  cars  and  trucks.** 
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Piaget  Polo"  Perpetual  Calendar:  created  like  no  other  watch  in  the  world. 


PiageT 


Solid  18k  gold.  Hand-crafted  in  Switzerland. 
Foi  bro<  hure  send  $5  to  Piaget,  Dept.  FB,  650  Fifth  Ave.,  NY,  NY  10019. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


STOCKS  AND  BONDS 

Institutional  investors  are  selling. 
You'll  make  money  buying. 

INFLATION  REMAINS  UNRESURRECTED 


Bonds  and  stocks  have  been  battered  by  fears  that  infla- 
:ion  is  coming  back.  The  worries  are  misplaced. 

Commodity  prices  have  rallied  a  bit,  but  that  should  be 
;een  in  context.  These  markets  have  been  through  a  sicken- 
ng  two-year  slide,  a  deflation  the  likes  of  which  we've  not 
;een  for  nearly  a  half-century.  Yes,  oil  is  up,  but  this  after 
ailing  nearly  80% .  Gold  has  moved  up  because  of  fears  of 
iisruption  of  production  in  South  Africa  and  because  of 
buying  by  the  Japanese  government  to  mint  Emperor  anni- 
/ersary  coins.  The  difference  between  the  current  price  of 
:he  barbarous  relic  and  the  price  the  commodity  markets 
lire  quoting  for  delivery  a  year  from  now  is  around  5.5% .  In 
Dther  words,  the  markets  are  saying  that  the  expected  rise  in 
;old  in  the  next  12  months  is  less  than  you  can  get  on  a 
Treasury  bill.  Contrast  this  to  the  1970s  when  you  would 
»et  a  futures  premium  of  more  than  20% . 

The  Consumer  Price  Index  next  year  will  go  up  4%  to 
'■)%,  thanks  to  the  precipitous  decline  of  the  dollar  against 
jnajor  foreign  currencies.  That's  not  to  be  confused  with 
jivhat  we  had  in  the  1970s  when,  under  similar  circum- 
stances, the  CPI  was  expanding  by  double  digits. 

Much  also  is  being  made  of  the  fact  that  corporate  profits 
ire  growing  anemically,  if  at  all.  But  real  profits  are  at  record 
evels:  Just  as  the  inflationary  1970s  made  profits  look  far 
setter  than  they  were,  the  noninflationary  1980s  do  the 


opposite.  Corporate  cash  flows  overall  are  flush,  which  is 
why  scores  of  companies  are  buying  in  their  stock. 
There  are,  however,  two  dangers. 

Blind  Bankers 

The  most  serious:  Real  interest  rates  here  and  in  Western 
Europe  and  Japan  are  very  high  by  historic  standards.  Like 
generals  fighting  the  last  war,  central  bankers  here  and 
elsewhere  are  overly  fearful  of  inflation.  Overlooked  by 
them  is  the  fact  that  the  deflation  of  the  past  two  years  has 
taken  a  frightful  toll  of  the  Third  World,  not  to  mention  of 
our  agriculture,  our  mining  and  many  parts  of  our  manufac- 
turing. The  Bundesbank  and  the  Bank  of  Japan  should  be 
loosening.  If  they  don't,  the  Fed  should  act  unilaterally. 
Longer  term,  the  tax  policies  of  Japan  and  Western  Europe 
need  to  be  revamped  along  Reaganesque  lines. 

The  other  downer:  next  year's  transition  for  individual 
tax  rates;  many  people  will  end  up  with  higher  tax  bills. 
This  will  hurt  the  economy,  which  will,  in  turn,  hurt  the 
deficit.  Under  the  guise  of  fighting  Washington's  red  ink, 
congressional  Democrats  may  try  to  make  those  higher 
rates  permanent. 

If  the  West  wants  growth,  then  it  had  better  get  cracking 
on  creating  an  environment — through  lower  tax  and  inter- 
est rates — where  people  can  get  ahead. 


MARXISM:  ALWAYS  IN  THE  REARGUARD 

That  headline  graphically  illustrates  why  Communist  springing  up  around  the  country.  Now  Castro  has  an- 
xonomies  will  always  lag  behind  those  of  the  West,    nounced  a  campaign  to  crush  these  "neo-bourgeoisie  for 


Opening  up  an  economy  to 
narket  forces  means  that 
iome  decision  making  and 
lower  leaves  the  hands  of  the 
3arty.  It  is  only  a  matter  of 
:ime  before  Party  stalwarts  find  this  kind  of  indepen- 
lence  intolerable  and  thus  crack  down. 

Ten  years  ago,  Cuba  initiated  a  modest  economic  reform 
o  boost  productivity  and  output.  Farmers  were  allowed  to 


Fearing  a  Surge  of  Cuban  'Speculators 
Castro  Reimposes  Rigid  Central  Control 

The  Wall  Street  Journal 


attempting  to  get  ahead. "  With 
this  crackdown,  Cuba's  none- 
too-high  standard  of  living  will 
start  shrinking  again. 
This  phenomenon  of  reform 
followed  by  repression  is  chronic  in  Communist  states.  The 
Soviet  Union  offers  a  number  of  examples,  as  does  China. 
How  long  Deng's  reforms  will  survive  Deng  is  an  open 
question.  Even  Hungary,  which  has  liberalized  its  economy 


;ell  some  of  their  produce  to  private  markets,  which  were    more  than  any  other  Marxist  regime,  is  pulling  back. 


More  of  the  Pacific 
from  the  airline  that 
brings  you  more 

of  the  U.S. 

No  other  U.S.  airline  offers  you 
more  across  the  Pacific  than  United 

United  is  the  only  U.S.  airline 
serving  thirteen  cities  in  the 
Far  East  and  South  Pacific.  With 
more  nonstops  from  more  U.S. 
gateways  than  any  other  airline. 
A  total  of  84  nonstops  every 
week  from  six  convenient  U.S. 
gateways.  Including  nonstop 
service  to  Tokyo,  Hong  Kong, 
Osaka,  Taipei,  Sydney  and 
Auckland. 

United's  Mileage  Plus 
Frequent  Flyer  Program  offers 
exciting  travel  awards  that  can 
take  you  around  the  world. 

And  United's  Royal  Pacific 
Service  offers  you  the  best  of  the 
friendly  skies  every  step  of 
the  way. 

So  let  United  bring  you 
more  of  the  Pacific. 

Call  your  Travel  Agent  or 
United  Airlines. 


Tokyo  Taipei 

Osaka  Hong  Kong 

Seoul  Manila 

Beijing  Bangkok 
Shanghai 


Singapore 
Sydney 
Melbourne 
Auckland 


United 


What's  Ahead  for  Business 


Edited  bv  Howard  Banks 


Our  reluctant 
partners  wont 
dance  anyway 


In  the  long  run, 
it's  competitiveness 
that  counts 


Economic  connections 
and  policy 
conundrums 


LEANING  ON  THE  DOLLAR  IS  NOT  ENOUGH 

The  U.S.  is  at  last  leaning  on  Taiwan  and  South  Korea  to  lower 
their  exchange  rates  versus  the  dollar. 

It's  part  of  the  full-court  press  in  Washington  to  push  the  dollar  down 
further  to  try  to  control  the  mounting  trade  deficit.  Even  if  it  works, 
though,  the  effect  will  be  only  limited. 

Taiwan,  with  a  world  current  account  surplus  proportionally  bigger 
than  even  that  of  West  Germany  or  Japan,  could  do  something.  But 
South  Korea  is  a  different  story.  It,  too,  has  a  merchandise  trade  surplus 
with  the  U.S.  but  only  a  modest  overall  world  surplus,  and  that  for  the 
first  time  in  years. 

Nevertheless,  pressure  is  on  them — and  against  other  countries,  too — 
in  the  understandable  conviction  that  every  little  bit  will  help.  There's 
more  to  gain,  but  again  not  enough  to  solve  the  U.S.'  trade  problems, 
from  pressing  Japan  and  West  Germany  to  reflate.  Both  are  reluctant. 

Concentrating  on  the  dollar,  in  any  case,  clouds  the  more  funda- 
mental issue  of  the  decline  in  U.S.  competitiveness. 

Sensible  economists  in  Washington  point  out  that,  at  best,  it  will 
likely  take  until  the  end  of  the  decade,  maybe  a  bit  longer,  for  more 
fundamental  improvement  in  U.S.  trade  balances. 

Agriculture  has  now  been  in  deficit  for  the  past  three  straight  months. 
And  the  presently  healthy  oil  account  can  only  deteriorate. 

But  neither  agriculture  nor  oil  is  as  sick  as  manufacturing  trade. 
Manufacturing's  likely  trade  deficit  this  year  of  $135  billion  (up  from 
$107  billion  in  1985)  implies  a  $150  billion  to  $155  billion  deteriora- 
tion compared  with  1980,  when  the  U.S.  showed  a  $15  billion  trade 
surplus.  That  swing  in  manufacturing  alone  more  than  accounts  for 
the  whole  decline  in  U.S.  trade. 

The  dollar,  inevitably,  will  have  to  go  down,  and  stay  down,  a 
good  deal  more  before  the  U.S.  trade  imbalance  is  corrected.  How  far 
down  should  it  go?  Most  comparisons  are  based  on  the  dollar's  relative- 
ly short-lived  1985  peak,  which  had  little  practical  effect  on  U.S.  trade. 
A  better  target:  lower  than  its  1980  level. 

Long  term,  the  U.S.  has  to  cut  the  gap  between  savings  and  investment 
now  filled  with  imported  capital.  On  present  trends,  the  cumulative 
gap  will  likely  total  over  $500  billion  by  1990. 

Tax  policy  must  encourage  investment  and  saving,  but  the  tax  bill 
about  to  be  passed  works  the  other  way  in  the  short  term.  And  the 
budget  deficit  (now  put  at  $225  billion  for  fiscal  1987),  the  root  cause  of 
these  troubles,  has  to  be  cut. 

But  the  rocky  economy  will  make  that  politically  impossible.  Taking 
away  this  Keynesian  stimulus,  even  the  $70  billion  cut  called  for  by 
the  Gramm-Rudman  fiat,  would  surely  push  the  U.S.  economy  into 
recession  and  lead  to  even  more  protectionist  legislation.  Policymak- 
ers, in  short,  are  in  a  bind. 


The  Forbes  Index 


Forbes  Index 
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12-month  closeup 
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An  early  Christmas?  The  Forbes  Index,  spurred  on  mainly 
by  consumer  spending,  rose  0.5%  during  the  latest  report- 
ing period.  Retail  sales  shot  up  0.8%  from  July  to  August. 
Another  important  gain  was  a  4. 1  %  rise  in  manufacturers' 
new  orders,  coupled  with  a  0.3%  drop  in  inventories.  The 
automobile  inventory  pipeline  is  likely  to  empty  even 
more  as  Detroit's  new  round  of  sales  incentives  show  up 


in  the  September  figures. 

The  most  important  negative  is  new  unemploymen 
claims,  which  rose  1.9%  from  July  to  August.  This  is  tb 
fourth  time  in  eight  months  that  this  statistic  has  u 
creased.  Unemployment  levels  continue  to  hamper  trj 
growth  of  the  Forbes  Index.  The  tax  bill,  once  passei 
should  encourage  job  creation,  but  there  will  be  a  lag. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  n 


Industrial  production  index  (1967  =  100 
seasonally  adjusted  [Federal  Reserve) 


Manufacturers'  new  orders  and  inventories 

Sbillions)  seasonally  (Dept.  of  Commerce) 


Personal  income  (Sbillions)  wage  and  salary  dis- 
bursements, seasonally  adjusted  (Dept.  of  Commerce) 
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It  takes  a  special  genius 
b  bring  out  the  genius  in  you. 
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Leonardo  da  Vinci  and  Xerox  demonstrate 
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Leonardo  daVinci.  Born  1452.  Artist,  writer, 
inventor,  scientist  and  engineer.  The  supreme 
example  of         ^  Renaissance  genius 

He  used  both  text 
and  graphics  to 
detail  scientific 
problems  in  hy- 
draulics.mechanic 
anatomy,  geology 
and  botany. 


Xerox  Workstations  bring  out  your  genius 
for  creative  thinking. 

Combine  words  with  graphics.  Think  in  pictures,  numbers, 
charts  and  graphs.  Xerox  Workstations  express  your  original 
ideas  quickly,  easily  and  more  effectively.  And  when  your 
business  documents  have  more  impact,  so  do  you. 


Xerox  Laser  Printers  show  off  your  geniu 
on  paper. 

Xerox  Laser  Printers  plus  Workstations  make  up  Xerox 
Desktop  Publishing  Systems.  They  bring  out  your  genius 
every  type  of  document,  from  presentations  and  newsletti 
to  business  forms.  You'll  get  crisp,  print-shop  quality  that 
makes  every  document  laser-perfect. 


Centuries  ago  Leonardo  da  Vinci  combined  the  roles  of  writer, 
artist,  philosopher  and  inventor.  Today,  every  business  person  h, 
do  the  same.  Write  the  memos.  Design  the 
presentations.  Invent  the  solutions.  And  get 
it  all  down  on  paper. 

That's  why  Xerox  chose  a  Renaissance 


XEROX 


snaissance  in  document  making. 


IPV 


Andrea's  Workshop 

Florence, 

Italy 


by  the  miraculous  achievements  1  have  come  upon  i 
!  predicted  many  things,  you  and  1  nevoi  imagined  th 
a  company  of  people  named  Xerox. 


typing  device  that  magically  arranges 


This  Memorywriter  is  astonishingly  simple 
tliem  BOLD  or  underlining  them.  It  can 
of  the  paper,  as  well  as  the  left. 


ichine  is  able  to  automatically  place  phrases  i 


It  easily  mukes  change  after  change  \ 
blocks  of  text,  and  incorporates  othi 

A  feature 
the  colum 


s.  Think  how  you  could 


i  is  this  typing  machine's  ability  to  automatically 
and  words,  complete  with  centered  heading  over 
se  something  like  this: 


Color 

Burnt  Umber 
Cadmium  Yellow 
Ceiling  White 
Pitch  Black 
TOTAL  COST, RETAIL 

The  20th  century  people 


BU  370 
CY  115 
CW  946 
PB  933 


2.95 
2.65 
$10.90 


these  macl.ii 


lour  mosi  numr.ic  mtvihh 


rox  Marathon  Copiers  bring  out  your 
nius  over  and  over  and  over. 

lius  doesn't  have  to  be  temperamental.  Xerox  Marathon 
)iers  are  famous  for  dependability.  Our  new  1012  desktop 
ier  comes  with  the  longest  warranty  in  the  business— 
[e  full  years,  instead  of  the  competitions  three  months, 
i  whether  your  office  needs  five  copies  a  day  or  5,000, 
ox  gives  you  consistent  quality.  Your  original  ideas  deserve 
e  copied  on  the  original  copier. 


Xerox  Memorywriter  Typewriters  bring  out 
your  genius  for  perfect  documents. 

Memorywriter  makes  your  memos,  letters  and  reports  look 
great.  And  because  the  first  draft  is  usually  not  the  last, 
changes  can  be  made  with  the  flick  of  a  key.  Special  features 
like  boldface  type  and  automatic  centering  make  every  docu- 
ment a  standout.  Best  of  all,  Memorywriter  is  easy  to  learn 
and  easy  to  use. 


ures;  new  ways  to  create  and  produce  perfect  documents. 

The  raw  material  of  progress  and  production  has  always  been 
is.  But  they're  only  as  powerful  as  the  way  they're  presented. 

Leonardo  demonstrate  how  the  genius  of  Xerox  helps  you  bring 
(yours. 

arox  brings  out  the  genius  in  you. 


Xerox  Corporation,  RO.  Box  24,  Rochester,  NY  14692. 
Show  me  how  Xerox  products  can  help  me  look  great  on  paper. 
Please  send  me  more  information  on:  □  Desktop  Publishing 
□  Copiers  □  Memorywriters.  □  Please  also  have  a  sales  representa- 
tive contact  me. 


NAME 

COMPANY 

TITLE 

ADDRESS 

CITY 

STATE 

ZIP 

PHONE 

Or,  if  you  can't  wait,  call 
1-800-TEAM  XRX,  ext.  287 A 

(1-800-832-6979,  ext.  287A)         152  - 10/6  -  86 

XEROX®  and  1012  are  trademarks  of  XEROX  CORPORATION. 
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Is  the  Federal  Reserve  laundering  drug  money?  Are  the  mos 
respectable  banks?  How  do  dope  dealers  hide  cash,  anyway? 


See  no  evil 


3 


By  Allan  Dodds  Frank 


It's  a  Tuesday  at  Miami  Intern, 
tional  Airport.  Armored  car  crew 
wait  to  meet  the  Boeing  727s  an 
Lockheed  LT01  Is  owned  by  Pan  An 
Eastern  and  Air  Panama,  flying  i 
from  Panama  City.  Armed  guards  e; 
cort  couriers  with  suitcases  and  cai 
tons  of  American  banknotes  throug 
U.S.  Customs.  The  bundles  hoi 
street  cash — mostly  fives,  tens  anjl 
twenties — millions  of  dollars'  wort! 
The  money  has  been  deposited  in  Par 
amanian  banks,  then  collected  in  Par 
ama  City  by  big,  multinational  inst: 
tutions  like  Citicorp,  Chase  and  Crec 
it  Suisse.  They  ship  it  to  Miami  fc 
deposit  at  the  U.S.  Federal  Reserve. 

Where  does  the  money  come  from 
Toll  collections  from  the  Panama  Cc 
nal?  Panamanian  investors'  Yo 
guessed  it:  Much  of  the  money  is  cast 
smuggled  out  of  the  U.S.  to  Panam 
by  dope  dealers.  There,  the  funds  ar 
rendered  anonymous  in  some  bank  c 
other  financial  institution,  then  re 
turned  to  the  Fed  in  Miami.  Illega 
out,  legal  in. 

Is  the  Fed  laundering  drug  money 
Nothing  so  crass  as  that.  As  one  to; 
Fed  official  in  Miami  put  it,  "We  don' 
care  where  the  money  comes  from 
Finding  out  is  not  our  business.  Ou| 
job  is  simply  to  keep  money  in  circu 
lation,  period." 

Of  the  Fed's  12  districts,  only  2- 
Atlanta  and  San  Francisco — shov 
large  dollar  surpluses  on  their  books 
and  federal  investigators  say  drug  pro 


peeds  could  account  for  that  excess. 

astonishing  60%  of  the  total  sur- 
plus, or  $6  billion,  is  on  deposit  in  the 
ktlanta  Fed's  Miami  branch — the 
J.S.'  door  to  Latin  America.  Of  that 
,um,  Forbes  has  learned,  about  SI. 3 
!)illion — one  of  every  seven  dollars  de- 
posited at  the  Miami  Fed  annually — 
:omes  directly  from  Panama's  Banco 
•^Jacional,  the  country's  equivalent  of 
i  central  bank.  This  is  money  that 
)ours  into  Panama  as  cash  in  such 
juantities  that  the  country's  banking 
;,ystem  simply  cannot  absorb  it. 

If  the  very  Federal  Reserve  system 
s  an  indirect  launderer  of  hot  money, 
t's  not  hard  to  see  how  difficult  it  is 
o  stop  the  drug  trade.  Congress'  Se- 
ect  Committee  on  Narcotics  Abuse 
k  Control  estimates  the  U.S.  retail 
narket  for  illegal  drugs  at  SI 20  bil- 
ion.  On  a  per  capita  basis,  that's  near- 
y  S500  per  American. 

The  U.S.  Drug  Enforcement  Ad- 
ninistration  is  more  conservative. 
Dfficials  there  put  the  annual  retail 
narket  value  of  illicit  drugs  in  the 
J.S.  last  year  at  somewhere  between 
550  billion  and  S80  billion.  Okay,  so 
!he  per  capita  figure  is  only  S300 
vorth  of  the  stuff.  Either  way,  the 
ofals  are  horrendous. 

Staggering  as  these  overall  figures 
jure,  the  industry's  actual  profits  are 
;ven  more  overwhelming.  Every  level 
)f  manufacture,  transportation  and 
listnbution  enjoys  huge  markups 
:hat  reflect  the  extraordinary  risks  in- 
/olved.  Between  the  time  coca  leaves 
ire  harvested  in  Bolivia,  Peru  or  Co- 
ombia  and  the  time  the  retail  product 
lits  the  streets,  the  price  is  marked  up 
nearly  200  times— 20,000% .  Forbes 
estimates  that  drug  profits  in  the  U.S. 
■ast  year  exceeded  $25  billion,  or  more 
:han  the  net  earnings  of  the  nation's 
:ight  biggest  corporations. 
I  The  potential  for  profit  has  in- 
creased significantly  since  cocaine 
pvertook  marijuana  at  the  beginning 
bf  the  decade  as  the  industry's  leading 
money  spinner.  Far  easier  to  ship  than 
nanjuana  and  with  a  far  higher  unit 
nrice,  coke  is  worth  five  times  its 
veight  in  S20  bills.  Shipping  the  cash 
)ut  is  as  big  a  problem  as  shipping  in 
:he  cocaine. 

The  corrupting  power  of  this  kind 
:)f  money  has  been  brilliantly  illus- 
trated by  author  James  Mills  in  his 
■ecent  bestseller,   The  Underground 
Imp  ire.  And  even  with  the  best  inten- 
tions in  the  world,  banks  are  obvious- 
y   susceptible   to   the  seductions. 
'They  are  vulnerable  to  the  dopers' 
laying  off  bank  employees  to  circum- 
/ent  their  own  systems  of  control," 
says  Charles  Saphos,  chief  of  narcot- 
cs  and  dangerous  drug  prosecutions 


for  the  Justice  Department. 

Paper  trails  being  what  they  are,  a 
drug  dealer  can't  simply  bundle  cash 
down  to  his  nearest  friendly  bank. 
The  money  must  be  cleaned  first. 
Laundering  large  sums  at  home  is  al- 
most impossible  today.  Thus,  a  great 
deal  of  the  money  takes  a  round  trip: 
out  of  the  country  as  cash,  back  again 
either  as  cash  or  as  electronic  blips  in 
a  bank  or  brokerage  computer. 

The  problem  is  worldwide.  Asian 
heroin  financing  networks  operate 
through  international  banks  in  Paki- 
stan, Hong  Kong,  Bahrain,  Dubai  in 
the  United  Arab  Emirates;  Latin  and 
North  American  cocaine  and  marijua- 
na traffickers  prefer  Panama  and  Ca- 
ribbean tax  havens. 

Says  John  C.  Lawn,  head  of  the 
Drug  Enforcement  Administration, 
"Based  on  investigations  we  and  the 
FBI  have  been  in,  I  would  have  to  say 
that  there  is  definitely  complicity  in 
the  banking  community  in  at  least 
some  aspects  of  international  narcot- 
ics trafficking.  In  general,  there  has 
been  a  reluctance  among  bankers  to 


cooperate  with  the  law  enforcement 
community  in  these  matters." 

Few  bankers  are  willingly  in  com- 
plicity with  drug  dealers.  But  they  are 
wary  of  harming  the  reputations  of 
clients  who  seek  secrecy  for  reasons 
having  nothing  to  do  with  drug  traf- 
ficking. After  all,  when  an  overseas 
subsidiary  of  a  big  multinational  bank 
such  as  First  Chicago  receives  a  wire 
transfer  of  perhaps  S5  million  from  a 
private  bank  in,  say,  Panama,  to  be 
credited  to  the  account  of  a  Cayman 
Islands  shell  corporation,  how  is  First 
Chicago  to  know  whether  the  funds 
are  drug-tainted  or  not? 

Says  the  Justice  Department's  Sa- 
phos, "Banks  can  wind  up  warehous- 
ing drug  money  in  a  correspondent 
account  of  another  institution  and 
not  even  realize  it."  Adds  John  Col- 
lins, past  president  of  the  Cayman 
Bankers  Association  and  now  director 
of  the  British-owned  Guinness  Ma- 
hon  bank  of  Grand  Cayman,  "Let's 
face  it,  these  people  can  come  in  with 
the  best  references  in  the  world." 

Says  Bonni  Tischler,  chief  of  smug- 


Clean  cash 


The  amount  of  Latin  American  and  Caribbean  dollars  on  account  with 
U.S.  banks  has  grown  more  than  200%  in  the  past  five  years.  Much  of  the 
money  is  from  drug  dealing,  but  exactly  how  much  no  one  knows  for  sure. 


U.S.  bank  liabilities  to  Latin  America  and  the  Caribbean  ($billions) 
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gling  investigations  for  the  U.S.  Cus- 
toms Service,  "We  see  narcotics  orga- 
nizations now  being  set  up  like  major 
corporations,  with  an  operational  arm 
to  move  the  drugs  and  a  financial  arm 
to  handle  the  money.  One  arm  never 
touches  the  other." 

Officials  in  the  U.S.  Justice  Depart- 
ment guess  that  no  more  than  about 
20%  of  the  drug  industry's  total  prof- 
its get  spent  on  the  flamboyant  life- 
styles for  which  drug  dealers  are  noto- 
rious— the  diamond-studded  watches, 
Cigarette  speedboats,  Miami  and 
Manhattan  condominiums. 

What  of  the  rest,  an  amount  that 
Forbes  estimates  approaches  $20  bil- 
lion? It  needs  reinvesting.  James  Har- 
mon Jr.,  former  executive  director  of 
the  President's  Commission  on  Orga- 
nized Crime,  estimates  that  some 
two-thirds  is  successfully  invested  in 
legitimate  businesses  in  the  U.S.  and 
abroad.  But  how  exactly  does  a  drug 
dealer  launder  his  cash  for  such  pur- 
poses? It's  not  that  complicated.  On  a 
relatively  small  scale,  he  or  she  can 
deposit  cash  in  multiple  domestic 
bank  accounts  in  amounts  of  less  than 
$10,000,  to  avoid  U.S.  Treasury  De- 
partment reporting  requirements. 
Voila!  The  money  is  now  clean. 

But  that  doesn't  much  help  the  real- 
ly big  dealers  who  have  millions  or 
tens  of  millions  that  need  cleaning. 
These  folks  must  take  advantage  of 
the  opportunities  for  secrecy  afforded 
by  international  banking. 

First  they  secretly  and  illegally 
move  money  overseas  on  chartered 
jets  or  hidden  in  commercial  air 
freight.  Once  abroad,  the  money  is 
taken  to  banks,  often  in  Panama,  that 
service  tax-haven  corporate  accounts. 
These  banks  are  then  instructed  to 
reinvest  the  sums  in  everything  from 
real  estate  to  U.S.  stocks  and  bonds — 
much  as  insider  trader  Dennis  Levine 
did  successfully  for  five  years,  using 
the  Bahamian-based  subsidiary  of  a 
Swiss  bank  for  his  transactions. 

During  1985  net  purchases  of  U.S. 
equities  by  Latin  American  and  Ca- 
ribbean investors  jumped  250%  over 
the  1984  level,  to  $1.7  billion,  while 
investments  in  U.S.  Treasury  bonds 
and  notes  tripled,  to  $4.3  billion.  Ex- 
plains former  Director  of  Central  In- 
telligence William  E.  Colby,  now  a 
consultant  to  multinational  business- 
es: "What  these  drug  runners  do  is  try 
to  stuff  the  money  into  American  gov- 
ernment bonds  as  soon  as  possible." 

Of  the  $6  billion  at  issue,  some  was, 
of  course,  simple  refugee  money.  How 
much?  How  mch  was  legitimate  in- 
vestment? How  much  drug  money? 
Nobody  knows.  Money  has  no  smc!!. 
But  the  big  i       ases  noted  above 


can't  be  all  coincidence. 

Panama  is  a  preferred  depository  for 
crooked  cash  because  the  country 
openly  operates  as  a  kind  of  financial 
red  light  district  under  the  control  of 
the  country's  corrupt  National  Guard. 
Says  Charles  Morley,  a  Washington, 
D.C.  financial  investigator  who  di- 
rected a  1985  probe  of  overseas  crimi- 
nal banking  practices  for  the  U.S.  Sen- 
ate Permanent  Subcommittee  on  In- 
vestigations, "Panama  is  one  of  the 
best  havens  for  criminal  money  in  the 
world.  Crackdowns  on  money  laun- 
dering elsewhere  simply  mean  that 
criminal  funds  make  their  way  to 
Panama  instead." 

Until  Panama  instituted  secrecy 
laws  in  1970,  banking  was  a  minor 
business,  with  around  25  local  banks. 
But  the  combination  of  strict  secrecy 
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Drug  boats  awaiting  auction  in  Miami 
"If  you  seize  every  red  penny.  .  .  ." 


laws,  Spanish-speaking  bankers  and 
the  American  dollar  as  the  offical  pa- 
per currency  soon  made  Panama  a 
natural  haven  for  Latin  drug  dealers 
doing  business  with  their  Yankee  dis- 
tributors— and  for  the  U.S.  pushers  to 
hide  at  least  some  of  their  loot. 

Today  Panama  is  home  to  more 
than  100  subsidiaries  of  established 
international  institutions.  Among 
them  are  many  of  the  biggest  and  blu- 
est-chip banks  in  the  world,  from 
Citibank  and  Chase  to  such  Johnny- 
come-latelies  as  Bank  of  Nova  Scotia 
and  Dresdner  Bank.  Says  David 
Hicks,  territorial  executive  of  Marine 
Midland  Bank,  "We  do  business  there 
because  we  make  money.  We're  very, 
very  careful  to  screen  clients  and 
make  sure  they're  not  involved  in 
money  laundering  or  drug  activity." 

The  banks  may  indeed  be  careful  in 
choosing  their  clients,  but  the  clients 


are  also  careful  to  hide  their  rej 
sources  of  income — and  are  actuall 
aided  in  that  effort  by  Panamania 
secrecy  laws.  Result?  Collectively 
commercial  banks  in  Panama  toda 
hold  more  than  $50  billion  on  thei 
books  in  U.S. -dollar-denominated  d( 
posits.  That's  more  than  ten  times  th 
gross  national  product  of  a  countr 
whose  biggest  legitimate  internatior 
al  business  is  the  Colon  Free  Trad 
Zone,  doing  only  about  $2.8  billion  i 
business  annually. 

How  much  of  Panama's  dollar-de 
nominated  accounts  comes  fror 
drugs?  When  Forbes  put  that  que; 
tion  to  officials  at  the  Treasury  D< 
partment,  which  has  data  on  the  maj 
ter,  the  answer  was  remarkable.  Cn 
ing  "international  reasons"  fc 
refusing  to  make  public  the  informs 
tion,  a  Treasury  spokesman  woul 
say  only  that  the  tallies  of  cas. 
transactions  between  Panama  an 
the  U.S.  were  "sensitive  law  enforce 
ment  information." 

In  fact,  federal  bank  investigator) 
tell  Forbes  the  $1.3  billion  on  deposi 
at  the  Fed  from  Panama's  Banco  Na 
cional  is  only  the  tip  of  the  country1 
dope-dollar  iceberg.  Perhaps  thre 
times  as  much  money  leaks  out  intj 
international  circulation  by  way  c 
transactions  among  multinationa 
banks,  and  thus  never  shows  up  dj 
rectly  as  part  of  Panama's  Miami  Fei 
surplus.  Says  Jose  Baiz,  chief  of  fi 
nance  and  planning  for  Banco  Na 
cional,  "In  Panama,  if  you  are  a  Swisi 
bank  or  an  American  bank,  you  ca| 
send  excess  cash  anywhere  in  th 
world  you  wish.  There  are  no  eX 
change  controls  and  no  law  that  say 
that  cash  going  out  and  coming  in  hal 
to  go  through  Banco  Nacional.  Yoj 
can  do  it  yourself." 

Much  of  the  cash  entering  Panami 
is  soon  shuttled  back  out  by  commei 
cial  banks  acting  as  currency  broker 
for  other  banks  around  the  world.  Th] 
deposits  are  shipped  by  Brink's,  Loq 
mis  and  such  major  international  cui| 
rency  brokers  as  Republic  Nationa 
Bank  of  New  York,  American  Ex 
press,  Zurich's  Credit  Suisse  and  Lux 
embourg's  Bank  of  Credit  &  Com! 
merce  International.  In  this  manner, 
cash  dollar  of  drug  money  on  deposit 
in  Panama  on  Monday  may,  by  Friday 
be  used  by  the  concierge  of  a  Pari 
hotel  to  make  change  for  an  America! 
tourist.  Thus  does  drug  money  find  it 
way  back  into  the  bloodstream  of  in 
ternational  commerce. 

In  addition  to  laundering  actual 
currency,  Panama  also  annually  feedl 
billions  of  dollars  electronically  into 
the  enormous,  and  almost  totally  uni 
regulated,  Eurodollar  market.  Thai 


;  larket  has  been  growing  in  the  Carib- 
ean  since  the  early  1960s,  when  both 
I  J.S.  banks  and  corporations  began  us- 
:ig  subsidiaries  in  the  region  to  float 
Ijonds  not  subject  to  U.S.  taxes  for 
preign  investors.  By  last  year  the 
larket  had  grown  into  a  $1  trillion- 
,  lus  pool  of  highly  mobile  capital. 
[I  Through  this  market  drug  profits 
eventually  return  to  the  U.S.,  com- 
i  aingled  by  banks  in  the  stream  of 
;gitimate  Eurodollar  commerce. 
I  The  route  works  like  this:  A  dealer 
Lets  up  a  Panama-based  corporation  (a 
i  ervice  that  local  Panamanian  law- 
Ijers  currently  charge  no  more  than 
i.  bout  $1,000  to  provide)  and  makes  a 
i  ash  deposit  in  the  corporation's 
Lame  at  a  friendly  bank.  The  dealer 
I  an  then  instruct  the  bank  to  wire  the 
money  to  the  account  of  another  deal- 
ijr-controlled  corporation  in,  say,  Nas- 
sau or  the  Cayman  Islands.  The  sec- 
ond corporation  might  wire  the  mon- 
iy  to  a  third  such  shell,  this  time 
perhaps  in  the  Netherlands  Antilles. 
|  By  now  the  hot  money  has  com- 
pletely cooled.  From  there  the  money 
Jan  be  safely  and  anonymously  rein- 
J  ested  back  in  the  U.S.  Once  the  mon- 
ly  enters  the  banking  stream  through 
lhady  banks,  it  is  indistinguishable 
rom  other  money.  For  example,  fully 
bne-third  the  apartments  in  Manhat- 
tan's superexpensive  condominium 
iirump  Tower  are  owned  by  foreign 
prporations,  mostly  from  Panama 
Ind  the  Netherlands  Antilles.  Yet  no 
pne  would  argue  that  even  one  of 
■hese  apartments  is  owned  by  a  drug 
Healer.  That's  the  point:  You  don't 
^now,  and  not  knowing,  there  is  not 
inuch  the  authorities  can  do. 
I  Until  now,  drug  dealers  have  been 
tble  to  operate  their  laundries  with 
impunity.  But  increasingly  banks  that 
cooperate  with  the  dealers  are  asking 
| or  trouble.  Traditionally,  laws  in  ha- 
vens such  as  Switzerland  and  the  Ba- 
lamas  have  prohibited  banks  from 
lisclosing  data  about  customers. 
Thus,  when  pressed  by  U.S.  authori- 
ties for  information  about  transac- 
dons  involving  foreign  subsidiaries, 
>arent  banks  have  successfully  argued 
hat  they  were  powerless  to  respond, 
;ince  their  subsidiaries  were  subject 
lo  the  laws  of  the  havens  in  which 
|  hey  operated. 

But  cracks  have  begun  to  appear  in 
i  his  wall  of  defenses.  In  recent  times 
Switzerland,  the  Bahamas  and  the 
dayman  Islands  have  embraced  trea- 
ies  with  the  U.S.  requiring  them  to 
urn  over  bank  records  sought  by  U.S. 
prosecutors  in  narcotics  and  insider 
:rading  cases.  Says  Peter  Lloyd,  gover- 
nor of  the  Cayman  Islands,  "All  the 
:ax  havens  are  going  to  come  under 


increasing  pressure  to  clean  up  their 
acts.  People  here  are  going  to  be  ex- 
pected to  provide  evidence  to  catch 
the  crooks." 

Domestic  U.S.  banks  are  also  under 
pressure.  Having  failed  to  uproot  the 
unholy  tree,  the  authorities  are  now 
focusirlg  more  on  seizing  the  lush 
fruits.  They  are  being  helped  by  a  re- 
cent U.S.  Court  of  Appeals  decision 
that  gives  the  government  an  impor- 
tant new  power.  Specifically,  the 
court  upheld  attachment  by  U.S.  mar- 
shals of  more  than  $3  million  of  a 
Panamanian  bank's  drug  money,  on 
deposit  in  the  U.S.  via  a  Colombian 
bank's  accounts  at  Irving  Trust, 
Chemical  Bank,  Marine  Midland, 
First  Chicago  and  Philadelphia  Inter- 
national. Says  U.S.  Customs  Special 
Agent  Dennis  Fagan:  "Now  the  gov- 
ernment can  pursue  alleged  drug  pro- 
ceeds as  they  are  moved  to  a  second  or 
third  bank  in  any  form,  including 
credit  balances  or  cash.  If  we  can  track 
the  money,  we  can  seize  it." 

At  present,  money  laundering  itself 
is  not  a  crime,  but  several  bills  before 
Congress  would  make  it  a  serious  fel- 
ony, with  jail  terms  of  up  to  20  years, 
for  any  individual  who  "knowingly 
engages"  in  money  laundering;  insti- 
tutions could  be  fined  as  much  as  $5 
million  per  count,  vs.  $500,000  now. 


So  far  in  its  pursuit  of  drug  profits 
the  U.S.  government  has  succeeded 
mostly  in  confiscating  physical  prop- 
erty such  as  boats,  planes  and  houses 
from  dealers,  but  that  is  changing. 
Increasingly,  the  government  is  grab- 
bing financial  assets  and  cash  from 
dealers.  Says  Alwin  Coward,  chief  of 
financial  intelligence  for  the  DEA, 
"We're  finding  that  if  you  seize  every 
red  penny  they've  got,  you  render  drug 
trafficking  organizations  impotent. 
Prosecutors  have  learned  that  jurors 
do  not  necessarily  react  in  horror  to 
courtroom  exhibits  of  cocaine.  But 
when  you  dump  a  whole  truckload  of 
cash  on  the  table,  now  that  is  some- 
thing the  jurors  can  understand." 

Yet,  alas,  the  business  itself  contin- 
ues. The  stakes  are  so  huge  and  the 
resources  devoted  to  fighting  drugs  so 
meager  that  the  battle  is  almost  hope- 
less; about  all  that  existing  enforce- 
ment does  is  to  increase  the  risks 
slightly,  thus  forcing  up  the  street 
price  of  drugs  like  cocaine  or  heroin. 
Moreover,  for  every  dollar  the  feds  can 
grab,  many,  many  more  dollars  will 
find  their  way  back  into  the  world's 
financial  bloodstream.  Is  there  a  way 
to  isolate  this  dirty  money  and  render 
it  useless,  thus  assuring  that  crime 
doesn't  pay?  If  there  is,  no  one  has  yet 
discovered  it.  ■ 


Is  Robert  Holmes  a  Court  serious  about 
going  after  USX?  His  stake  in  Australia's 
Broken  Hill  Proprietary^  has  shown  him 
that  steel  mills  and  natural  resources  can 
be  enormously  profitable. 

Australia's  brassy 
contrarian 


By  Andrew  Tanzer 


In  a  country  known  for  its  ag- 
gressive raiders,  Australia's  Rob- 
ert Holmes  a  Court  is  one  of  the 
brassiest.  A  few  weeks  ago  Holmes  a 
Court  bought  a  lot  of  stock  in  USX, 
formerly  U.S.  Steel,  and  said  he  might 
try  to  buy  as  much  as  15%. 

Some  doubt  that  the  Australian  is 
serious  about  USX,  but  they  doubted 
him  some  years  back  when  he  said  he 


wanted  to  take  over  the  $5.9  billion 
(revenues)  Broken  Hill  Proprietary, 
Australia's  biggest  company.  Holmes 
a  Court  interests  now  own  29%  of 
BHP,  worth  $1.8  billion.  Last  month 
BHP  invited  Holmes  a  Court  to  join 
its  starchy  board. 

BHP — like  USX — would  seem  an 
unlikely  target.  Nearly  half  of  BHP's 
sales  come  from  steel.  The  rest  come 
from  oil  and  mining.  Hardly  glamor- 
ous businesses. 


BHP  managing  director  Brian  Loton 
Scouting  the  world  for  new  investments. 
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But  again,  Holmes  a  Court  has  seen 
more  in  BHP  than  most  investors.  In 
the  three  years  since  Holmes  a  Court 
began  accumulating  his  stake,  BHP's 
profits  have  quadrupled,  to  $696  mil- 
lion. Sales  rose  88%,  to  $5.86  bil- 
lion— although  depressed  oil  prices 
will  probably  reduce  the  company's 
overall  earnings  by  as  much  as  20% 
this  year. 

On  Nasdaq,  where  BHP's  American 
Depositary  Receipts  trade,  and  on  the 
Australian  stock  exchanges,  where 
BHP  represents  10%  of  the  total  mar- 
ket capitalization,  the  company's  val- 
ue has  quadrupled  since  1983. 

How  does  BHP  prosper  while  U.S. 
steelmakers — and  more  than  one  oil 
producer — verge  on  bankruptcy?  Es- 
pecially so,  since  the  Australian  econ- 
omy is  a  mess?  Last  fiscal  year  Austra- 
lia's current  account  deficit  hit  $10 
billion— 6%  of  GNP,  twice  the  U.S. 
level.  Foreign  debt  exceeds  $50  bil- 
lion, over  $3,000  per  head.  The  prime 
rate  is  18%.  Over  25%  of  the  labor 
force  works  for  the  government,  and 
taxes  are  rising.  However,  a  messed- 
up  economy  is  nothing  new  for  Aus- 
tralia; the  country  is  so  rich  it  doesn't 
seem  to  matter. 

Short  term,  the  wrak  economy  ac- 
tually helps  Bh  5  pros- 


perity traces  to  Australia's  debased 
dollar,  down  30%  against  the  U.S.  dol- 
lar since  early  1985.  Because  BHP 
deals  in  world  commodities  like  steel 
and  oil,  around  half  of  the  firm's  reve- 
nues are  linked  to  the  U.S.  dollar, 
while  85%  of  costs  are  in  cheaper 
Australian  dollars.  The  spread  has  en- 
abled BHP  to  boost  volume  and  in- 
come, despite  weak  markets  for  its 
coal,  iron  ore  and  steel  exports.  Every 
time  the  Australian  dollar  drops  1 
cent  against  the  U.S.  dollar,  BHP's 
profits  rise  by  $A15  million. 

For  all  of  Australia's  problems,  BHP 
is  a  low-cost  producer  on  the  world 
scene — highly  automated,  working 
rich  deposits.  From  BHP's  10-mile- 
long  open-pit-coking  coal  mines  in 
central  Queensland,  coal  is  shipped  to 
the  hungry  steel  furnaces  of  Japan, 
Korea  and  Taiwan. 

Or  visit  Groote  Eylandt,  a  tropical, 
idyllic  island  off  the  north  coast  of 
Australia.  Here  BHP  mines  15%  of 
the  world's  traded  manganese  ore.  In 
dusty  western  Australia,  BHP's 
Mount  Newman  iron  ore  mine  holds 
40  years'  worth  of  reserves. 

Oil?  In  the  1960s,  on  advice  from  a 
retired  Exxon  geologist,  the  company 
drilled  in  the  Bass  Strait,  the  turbu- 
lent body  of  water  between  Australia 


and  Tasmania.  Bull's-eye!  BHP  quick] 
ly  entered  a  50-50  joint  venture  witlj 
Exxon  to  develop  the  vast  fields) 
which  yielded  500,000  barrels  a  dai 
last  fiscal  year.  With  production  cost! 
of  under  $3  a  barrel,  oil  last  year  acl 
counted  for  20%  of  BHP's  revenue! 
but  over  50%  of  its  profits. 

"BHP,"  says  Owen  Evans,  energy 
analyst  at  Meares  &  Philips,  a  Sydney 
brokerage,  "proves  you  can  make 
money  in  dinosaurs,  if  you're  the  low 
est-cost  producer." 

In  the  early  1980s  BHP's  steel  oper 
ations  were  dragging  the  company  uni 
der.  BHP's  technology  was  outdated! 
and  strikes  waged  by  the  seven  Brits 
ish-style  craft  unions  were  crippling 
Imported  steel  began  to  flood  the 
country.  But  Australians  are  nothing 
if  not  practical.  In  1983  BHP  workec 
out  with  the  government  and  unions  t 
five-year  steel  plan,  under  which  the 
company  is  investing  $1  billion  in 
modernization  in  return  for  iimiteo 
market  protection  and  concessions 
from  workers.  The  work  force  at  the 
three  steel  plants  was  slashed  from 
37,000  to  23,000. 

Last  year  BHP's  steel  profits  jumpeq 
54%,  to  $175  million,  on  revenues  oj 
$2.54  billion.  Most  of  that  is  earnecj 
domestically,  where  BHP  has  84%  o 


the  market.  But  exports,  too,  are  ris- 
ing, to  over  25%  of  production. 

With  BHP's  cash  flow  now  running 
at  $1  billion  a  year,  managing  director 
Brian  Loton,  57,  has  been  scouting  the 
world  for  new  investments.  In  1984 
BHP  bought  GE's  Utah  International 
for  $1.7  billion.  That  gave  BHP  coal 
mines  in  Australia  and  the  U.S.,  iron 
ore  in  Brazil,  copper  mines  in  Canada 
and  a  stake  in  the  world's  richest  un- 
developed copper  mine,  in  Escondida, 
Chile.  Last  year  it  paid  $504  million 


for  Wichita-based  Energy  Reserves 
Group,  and  $745  million  for  Mon- 
santo Oil  Co.,  a  subsidiary  of  the 
chemical  firm — both  against  the  day, 
later  in  this  decade,  when  Bass  Strait 
production  tapers  off.  Add  it  up,  and 
almost  20%  of  BHP's  assets  are  over- 
seas now,  compared  with  under  5% 
just  three  years  ago. 

Holmes  a  Court  does  not,  of  course, 
control  BHP.  He  may  never  do  so, 
since  a  company  more  friendly  to 
management,  Elders  IXL,  a  big  (reve- 


nues, $5  billion)  trading,  finance, 
wool  and  brewing  (Foster's  beer)  con- 
glomerate, is  also  in  the  picture.  BHP 
and  Elders  recently  made  large  equity 
investments  in  each  other — for  BHP, 
a  defensive  move  against  Holmes  a 
Court.  But  even  if  Holmes  a  Court 
doesn't  win  control,  he  has  already 
profited  handsomely  from  his  invest- 
ment. He  clearly  has  a  sharper  eye  for 
value  than  most  people.  So  don't 
laugh  if  he  seems  to  be  tilting  at  wind- 
mills with  USX.  ■ 


Deregulation  has  been  fast  turning  the 
airline  industry  into  a  dance  of  giants.  So 
what  steps  for  the  few  scrappy  little  guys 
that  are  still  around? 

Combat  in  the 
mid-Atlantic 


By  Howard  Banks 


The  wrenching  upheaval  of  airline 
deregulation  brought  a  burst  of  in- 
tense, perhaps  chaotic,  but  surely 
healthy  competition  to  a  sluggish  in- 


dustry. Yes,  the  last  eight  years  have 
been  packed  with  wildly  gyrating 
fares  and  here-today-gone-tomorrow 
service.  But  they  have  also  brought 
cheaper  tickets  overall  and  more  ser- 
vice to  more  cities. 


Now,  however,  there  is  a  distinctly 
different  feel  to  deregulation.  With 
Texas  Air  apparently  gobbling  People 
Express,  most  of  the  industry's  heavy 
breathing,  so  far  as  mergers  are  con- 
cerned, is  probably  over.  It  is  turning 
out,  after  all,  that  most  of  the  nation's 
major  airline  hubs  can  support  only 
two,  maybe  two-and-a-half  major 
competitors. 

That,  however,  still  leaves  a  few 
clearly  viable  independent,  medium- 
size  and  regional  carriers  searching  for 
direction  amid  the  debris.  Nowhere  is 
the  contrast  sharper  than  in  the  mid- 
Atlantic  states.  There,  Winston-Sa- 
lem, N.C. -based  Piedmont  Airlines, 
even  before  deregulation,  competed 
with  Washington,  D.C. -based  USAir. 
Both  are  now  about  the  same  size 
(revenues  this  year,  around  $1.8  bil- 
lion). And  both,  despite  an  exceeding- 
ly slippery  stock  market  of  late,  have 
been  trading  not  far  off  their  52-week 
highs.  But  Piedmont  is  buying  lots  of 
new  airliners  to  continue  to  grow  very 
rapidly  (it's  averaged  over  25%  a  year 


Piedmont  Airlines  Bill  Howard 

Bullish  and  buying  planes  galore,  but  "we're  not  paying  sticker  prices. 


for  the  past  five  years),  while  USAir  is 
planning  a  far  more  cautious  expan- 
sion at  around  7%  a  year. 

There  are,  in  fact,  risks  in  what 
both  are  up  to.  Some  of  Piedmont's 
plans  may  prove  to  be  overambitious 
luxuries,  while  USAir's  stance  could 
prove  far  too  cautious.  If  air  travel 
grows  at  around  7%  a  year — far  from 
unrealistic — then  USAir's  growth 
goal  will  amount  to  a  standstill. 

In  any  case,  William  Howard,  the 
rambunctious  president  and  chief  ex- 
ecutive officer  of  Piedmont,  clearly 
feels  his  outfit  is  on  a  roll.  Former 
aviation  lawyer  Edwin  Co- 
lodny  is  running  USAir  with  a 
less  aggressive  posture.  Pied- 
mont, for  example,  had  the 
best  second  quarter  in  its  his- 
tory, after  a  first-quarter  loss, 
mostly  a  result  of  the  $42  mil- 
lion Howard  spent  snatching 
upstate  New  York-based  Em- 
pire Air  from  USAir's  hip 
pocket.  (It  also  more  recently 
grabbed  Henson  Airlines,  a 
small,  Salisbury,  Md. -based 
line  that  used  to  feed  USAir.) 
"I'll  be  disappointed  if  we 
don't  report  our  best  year 
ever,"  Howard  insists,  which 
means  beating  last  year's  $67 
million  net  profit. 

Piedmont  Airlines  has  been 
buying  equipment  to  match 
the  boss'  bullishness.  The  air- 
line signed  this  year  for  25 
Boeing  737-400s,  with  an  op- 
tion on  another  30,  6  long- 
range  767s  and,  to  complete 
the  package,  6  DHC-8  short- 
range  commuter  planes,  plus 
18  options,  from  De  Havilland 
Canada,  a  Boeing  subsidiary. 

The  announced  bill  is  well 
over  $2  billion.  "But  that's 
sticker  prices.  And  we  are  not 
paying  sticker  prices,"  says 
Howard.  Certainly,  though  he 
won't  say  so,  by  ordering  from  one 
airframe  manufacturer  and  almost  all 
the  engines  from  General  Electric,  he 
got  a  deal  from  them  to  finance  the 
package.  "Over  half  will  be  paid  for 
internally.  Our  debt-to-equity  ratio 
[156%  last  year]  will  remain  roughly 
constant.  We  do  not  intend  to  bury 
ourselves  in  debt,"  Howard  says. 

The  clinker  in  all  this  is  the  order 
for  those  six  767s.  And  long-range 
ones  to  boot.  Piedmont  intends  to  use 
them  to  fly  transcontinental  routes, 
like  Charlotte-Los  Angeles,  where  it 
is  now  using  either  727s  or  737-300s. 
It  has  also  astounded  the  business  by 
announcing  it  will  apply  to  Washing- 
ton for  route  rights  to  fly  a  767  daily 
from  Tampa  to  London  via  Charlotte. 


Handling  a  small  fleet  of  big  aircraft 
like  these  is  enormously  costly  for 
spare  parts  alone.  And  there's  another 
cost — by  contract,  all  captains  get  to 
fly  their  airlines'  biggest  planes  (at 
higher  pay)  just  before  they  retire, 
which  mightily  pumps  up  their  pen- 
sion package. 

So  why  take  on  the  increased  ex- 
pense? The  decision  is  widely  attrib- 
uted to  satisfying  Bill  Howard's  ego. 
"Not  so,"  he  says.  Piedmont  contends 
it  got  the  aircraft  for  a  song,  and  the 
long-range  performance  part  of  the 
package  for  free  (it  will  add  lots  to  the 


John  Troh.lW.iik  Su 


USAir's  Ed  Colodny 

Cautiously  defending  the  airline's  balance  sheet. 


aircrafts'  eventual  resale  value).  How- 
ard and  William  McGee,  senior  vice 
president,  marketing,  also  claim  that 
they  need  the  aircraft  to  compete  with 
the  likes  of  American  Airlines,  which 
keeps  threatening  to  stomp  into  Pied- 
mont's backyard  at  Raleigh-Durham, 
but  so  far  is  moving  slowly. 

It  is,  in  fact,  just  the  sort  of  thing 
that  airlines  do  when  all  seems  to  be 
going  their  way.  Not  surprisingly,  it's 
the  sort  of  thing  that  Ed  Colodny, 
more  cautious,  scorns.  He  would  love 
to  fly  an  international  route,  and  has 
for  years  looked  longingly  at  flying  to 
London  from  USAir's  near-monopoly 
Pittsburgh  hub.  "But  we  think  it's  a 
good  way  to  lose  money — high  cost, 
low  yield  and  a  tough  competitive 


situation  that  would  need  a  discrete 
equipment  type,"  he  says. 

Colodny  gets  tetchy  when  pressed 
on  his  low-growth  plans.  "What  we're 
planning  is  to  replace  three-engine 
727s  with  [smaller)  more  efficient 
737s,  which  save  around  $1,000  per 
round  trip — Pittsburgh  to  the  West 
Coast — and  to  capitalize  on  today's 
high  prices  for  the  used  727s."  But 
what  about  that  low-growth  strategy, 
Ed?  "We  intend  to  stay  one  of  the 
most  profitable  airlines,  with  one  of 
the  best  margins.  If  that's  standing 
still,  I  will  eat  my  hat,"  he  snaps.  And 
then  he  mutters  that  some  air- 
lines' ambitious  plans  may  get 
them  into  trouble. 

Colodny's  main  drive,  as  al- 
ways, is  protecting  USAir's 
balance  sheet  and  his  justifi 
able  pride  in  its  low  (56% )  debt- 
to-equity  ratio.  But  there's  a 
potential  bite  in  this,  too. 
USAir's  consistently  meaty 
profits — and  a  seeming  un- 
willingness to  take  a  strike — 
have  made  it  near  impossible 
to  persuade  its  unionized 
workers  to  give  wage  conces- 
sions. It  gained  a  two-tier  pay 
scale  for  pilots  only  late  last 
year,  whereas  archrival  Pied- 
mont has  had  its  since  mid- 
1984.  Result:  USAir's  costs  of 
operating  an  aircraft  (mea- 
sured as  cost  per  available  seat 
mile)  has  averaged  around 
10%  higher  than  Piedmont's 
and  will  be  around  5%  higher 
this  year. 

Both  Howard  and  Colodny 
say  they  have  fall-back  posi- 
tions. If  growth  is  less  vigor- 
ous than  Piedmont  expects — 
or  if  American  unexpectedly 
piles  into  its  markets — it 
could  sell  its  older  aircraft 
(737s  or  727s)  and,  like  USAir, 
cash  in  on  the  strong  second- 
hand market.  It  might  even  use  some 
of  its  idle  aircraft  to  launch  its  long- 
awaited  new  hub  west  of  the  Rockies 
(just  where,  it  won't  hint).  Colodny's 
tactic,  if  growth  exceeds  his  projec- 
tions, will  be  to  hang  on  to  some  of 
those  727s  and  buy  more  equipment. 

Yes,  there's  a  bit  of  a  hare-and-tor- 
toise  tale  here,  but  we  are  unwilling 
to  predict  the  outcome.  One  thing,  for 
now  at  least,  seems  clear.  Now  that 
Delta — which  had  been  the  most  like- 
ly major  to  buy  into  the  mid- Atlantic 
competition — has  acquired  Western 
instead,  it  seems  that  neither  Pied- 
mont nor  USAir  is  a  candidate  for 
acquisition.  A  tastier  possibility:  One 
or  both  could  make  a  significant  ac- 
quisition. Stay  tuned.  ■ 


MITSUBISHI 


The  sensation 
between  here 
and  there. 

To  satisfy  those  given  to 
spontaneous  fun  often 
requires  the  most  disci- 
plined patience.  For  proof, 
consider  the  Mitsubishi 
Montero. 

Montero's  designed  to 
give  new  freedom  to  your 
imagination.  Patiently 
crafted  with  all  the  power  of 
2.6  liters,  the  independence 
of  both  2-  or  4-wheel  drive 
and  plenty  of  room  for  all 
your  cargo.  Even  if  all  you're 
carrying  is  an  impulsive 
imagination. 

Montero's  five-speed 
manual  overdrive  transmis- 


sion and  fully  independent 
front  torsion  bar  suspen- 
sion help  you  navigate  the 
shortcuts  with  confidence 
and  ease.  While  its  hefty 
all-terrain  radials  give  you 
the  ground  clearance 
you  need  when  you  take 
the  high  road. 

Of  course  in  town, 
Montero  still  knows  how  to 
be  a  perfect  gentleman. 
Its  ergonomically  shaped 
interior  includes  reclining 
front  bucket  seats  and 
plush  carpeting.  And  to 
make  sure  that  cruising 
downtown  is  just  as  easy 
as  cruising  the  backroads 
Montero  comes  equipped 


with  power  assist  steering 
and  power  assist  vented 
front  disc  brakes. 

The  Mitsubishi  Montero. 
With  prices  starting  as  low 
as  $9739,*  it's  not  only  a 
unique  experience  but  an 
exceptional  value.  Patiently 
crafted  to  transport  your 
imagination  from  here  to 
there . . .  even  if  there  is 
nowhere. 

'Mfrs.  Suggested  Retail  Price  Taxes,  license, 
freight,  options,  other  dealer  charges  extra 
Call  1-800-447-4700  for  your  nearest  dealer. 


Mitsubishi. 

perfecting  the 
Experience: 


MITSUBISHI 

MOTORS 


M     O     N     T     E     R  O 


"Management's  job  is  to 
but  as  it  can  become." 


the  company  not  as  it  is. . . 

—  John  W.  Teets,  Chairman 


One  of  the  major  strengths  at 
Greyhound  is  our  ability  to  view  the 
company  objectively. 

Only  in  this  way  can  we  renew 
our  company,  making  certain  that  the 
Greyhound  of  tomorrow  is  not  just  differ- 
ent, but  better  than  the  Greyhound 
of  today. 


The  combination  of  divesting  m 
ginal  businesses  (we've  sold  14  of  th 
in  the  last  three  years  alone) ...  the 
acquiring  of  new  companies  that  me 
our  15%  ROE  goal . . .  and  the  restruc 
turing  of  our  mature  businesses  ...a 
a  winning  formula  for  revitalization. 


To  learn  more  about  where  the 
eyhound  dog  is  running  these  days, 
ite  us  for  an  annual  report.  The  new 
eyhound  . . .  it's  getting  sleeker, 
arper,  more  defined  in  muscle  and 
lew.  And  has  been  tempered  by  fire. 


The  Greyhound  Corporation 

Greyhound  Tower,  Phoenix,  Arizona  85077 

A  $3-billion,  multi-industry  company  offering: 

•  Consumer  Products 

•  Financial  Services 

•  Services 

•  Transportation  &  Manufacturing 


International  Minerals  &  Chemical, 
though  bruised  by  the  farm  economy,  is 
staying  in  the  business  it  knows  best.  But 
the  rules  may  be  changing  too  fast. 


Sowing  what? 


By  Barry  Stavro 


F|  arm  crisis  be  damned,  Interna- 
tional Minerals  &.  Chemical  is 
staying  put  in  fertilizers.  "May- 
be we're  naive,  or  maybe  we're  crea- 
tures of  habit.  But  we  like  this  busi- 
ness," drawls  Billie  Turner,  a  tall  Tex- 
an who  runs  IMC's  fertilizer  business. 

IMC,  based  in  Northbrook,  111.,  is 
the  nation's  largest  fertilizer  produc- 
er. It  suffered  through  a  $217  million 
loss  on  $1.2  billion  in  sales  for  the 
year  ended  last  June — its  first  loss 
since  1969.  Granted,  much  of  that 
came  in  writeoffs  from  other  divi- 
sions being  readied  for  sale.  But  fertil- 
izer was  in  the  red,  too.  IMC's  stock, 
trading  at  26,  is  at  a  four-year  low. 

Yet  Turner,  who  has  been  with  the 
company  since  1954,  is  convinced 
that  the  creeping  growth  in  world 
population  will  bail  him  out.  By  the 
year  2000,  he  reckons,  another  35%  to 
40%  more  food  will  be  needed,  and 
that  means  more  fertiliz- 
er. IMC  Chief  Executive 
George  Kennedy  also  sees 
silver  linings  in  the  thun- 
derheads.  IMC  has  some 
of  the  lowest-cost  domes- 
tic phosphate  rock  re- 
serves, plus  plenty  of  al- 
ready paid  for  processing 
capacity  added  in  the 
1970s.  Yearly  fertilizer 
capital  costs  now  run  only 
$50  million  a  year,  down 
from  $250  million  just 
five  years  ago.  Kennedy 
figures  that's  a  modest 
gamble  to  stay  in  the 
game  and  wait  for  the 
bounce  in  fertilizer  prices 
As  recently  as  1981 
IMC's  fertilizer  group 
earned  a  record  operating 
profit  of  $246  million  on 


$1  billion  in  sales.  And  despite  the 
five-year  U.S.  farm  crisis,  IMC's  fertil- 
izer business  has  had  only  one  losing 
year  in  that  time. 

But  perhaps  IMC  ought  to  be  watch- 
ing its  back  carefully.  The  new  action 
in  fertilizer  is  shifting  to  low-cost  pro- 
ducers, meaning  countries  such  as 
Morocco,  Jordan  and  even  Israel.  At 
the  same  time,  foreign  countries  are 
producing  more  of  their  own  food 
(Forbes,  Sept.  22).  The  U.S.  share  of 
world  grain  trade  has  tumbled  from 
35%  to  20%  in  just  five  years.  Clearly, 
IMC  needs  to  boost  fertilizer  exports, 
now  only  32%  of  its  fertilizer  sales. 
But  the  overseas  competitors,  subsi- 
dized by  their  respective  govern- 
ments, are  looking  hungry.  Morocco, 
for  example,  has  quintupled  fertilizer 
production  in  the  past  five  years  and 
is  battling  with  the  U.S.  to  be  the 
largest  exporter  of  phosphate  rock,  a 
basic  fertilizer  mineral. 

Turner  may  also  be  underestimat- 


IMC  Chairman  George  Kennedy 

Gambling  that  more  food  equals  more  fertilizer. 


ing  the  willingness  of  developinj 
countries  to  support  their  basic  in 
dustries,  even  at  a  loss.  "It's  a  prob 
lem,  particularly  if  they  put  their  pri 
ority  above  economics,"  Turner  ad 
mits.  "But  that  tends  not  to  be  wha 
you  see  a  country  do  long  term.  If  it'i 
uneconomic,  their  citizens  end  up 
subsidizing  the  enterprise."  Tha 
may  be.  But  profitless  prosperity  ha: 
never  slowed  down  the  Koreans  ir 
steel  or  in  semiconductors. 

Meanwhile,  IMC  won't  get  mud 
help  right  away  from  the  U.S.  market 
Fertilizer  profits  for  this  coming  sea 
son?  "Small  to  infinitesimal,"  con 
cedes  Turner. 

The  fact  is,  IMC  has  been  seeking 
ballast  for  its  fertilizer  business  for  ; 
decade,  with  erratic  success.  Th 
company's  Industry  group,  for  im 
stance,  was  selling  petroleum  coke  tcj 
the  steel  industry.  Then  its  own  Gaq 
&  Oil  division  began  slowing  down 
Kennedy,  chief  executive  since  1983, 
wisely  reasoned  that  he  had  too  many 
bets  on  commodities,  and  after  $128 
million  in  writeoffs,  he's  selling  the 
Industry  group  along  with  the  Gas  &J 
Oil  business. 

Kennedy  claims  he  has  finally 
found  some  stability  in  Malhnckrodt 
which  he  bought  for  $675  milliori 
from  Avon  Products  last  winter.  MalJ 
linckrodt  has  a  hand  in  many  things 
health  care  products  (catheters),  spe 
cialty  chemicals  (legal  cocaine),  fra 
grances  (the  scent  in  Paloma  Picassc 
perfume)  and  flavors  (found  in  Call 
fornia  [wine]  Cooler).  On  $571  mil- 
lion in  sales  last  year  Mallinckrodt 
turned  $86  million  in  operating  prof^ 
its,  and  Kennedy  is  hoping  to  nudge; 
its  growth  past  5%  a  year. 

But  after  all  the  reshuffling,  fertiliz 
er  is  still  the  heart  of  IMC.  Certainly) 
Kcm  the  company  will  survive) 
in  fertilizer,  but  can  it 
thrive?  As  more  U.S.  com* 
panics  drop  out,  it  should 
get  a  boost,  at  least  in  this 
market.  And  China  and) 
India  remain  sizable  fertil- 
izer customers. 

For  every  terrible  yean 
in  fertilizer,  though,  IMC 
must  look  for  a  great  one! 
to  balance  the  ledger.  BeH 
fore,  there's  always  been 
plenty  of  bounceback  in 
the  fertilizer  business.  But 
with  continuing,  key 
structural  changes  in  the 
world  farm  economy,  and 
the  Moroccans  and  others! 
picking  up  speed  in  agri- 
cultural chemicals,  much 
of  that  bounce  may  bei 
gone.  ■ 
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The  first  facsimile  that  belongs  on  your  desk. 


You  wouldn't  want  to  do  business 
ithout  your  own  phone.  So  why  give  up 
le  speed— and  privacy— of  a  phone  call 
'hen  you  want  to  put  your  talk  into  action? 

Canon's  revolutionary  FaxPhone  10 
jts  you  hold  a  conversation  and  send 
r  receive  documents  right  at  your  desk 
i-all  in  the  same  phone  call.  Because 
axPhone  is  a  multifunction  deskphone. 
Ind  it's  also  an  advanced  business 
icsimile  that  communicates  with 
lost  other  facsimiles  as  fast  as 
'  seconds  a  page*  over  ordinary 
hone  lines.  In  addition,  a  liquid-crystal 
isplay  that  tracks  FaxPhone  operations 
tep-by-step,  autodialing,  and  an  auto 
ocument  feeder  make  the  facsimile 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  for  details  at  participating  Canon  dealers  and  retailers 


functions  as  easy  to  use  as  the  phone. 
And,  of  course,  FaxPhone  can  receive 
documents,  even  when  you're  not  there. 

Canon  FaxPhone:  A  beautiful  way 
to  put  your  words  into  action,  right  at 


your  desk.  Because  now  your  phone 
calls  can  be  more  than  just  talk. 
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More  than  just  talk. 
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Global  Marine  has  major  troubles,  but 
credit  Chief  Executive  Russell  Luigs  with 
understanding,  at  a  critical  moment,  that 
even  bankrupts  need  cash  to  survive. 


Staying  afloat 


By  Alan  M.  Field 


I 


N     THE     GRAVE  new 

world  of  Houston,  the 
i  only  growth  industry 
is  bankruptcy.  Pin-striped 
lawyers  sitting  in  half- 
empty  glass-and-steel 
towers  now  sweat  out  cor- 
porate debt  restructuring 
plans  as  carefully  as  they 
once  pored  over  projects 
to  build  condos  or  explore 
for  oil.  Survival,  not  prof- 
it, is  the  name  of  the 
game,  and  a  skillfully  exe- 
cuted bankruptcy  strategy 
can  make  the  difference 
between  liquidation  now 
and  a  long-term  shot  at  re- 
covering, once  energy 
prices  get  higher. 

Even  a  company  as  troubled  as 
Global  Marine,  once  one  of  the 
world's  largest  offshore  oil  rig  opera- 
tors and  now  protected  by  bankruptcy 
law,  has  hopes.  Yes,  Global  Marine, 
the  same  company  that  borrowed  $1 
billion  from  eight  bank  syndicates  in 
seven  countries  from  Singapore  to 
Norway,  and  built  25  drilling  rigs  dur- 
ing the  boom,  then  lost  $560  million 
from  1984  through  1986,  as  energy 
prices  reeled  downward.  The  same 
Global  Marine  whose  once-popular 
stock  peaked  at  S36  in  1981  and  now 
sells  for  $1  a  share. 

Short  term,  Global  Marine's  pros- 
pects are  no  brighter  than  they  were 
when  it  filed  for  protection  last  Janu- 
ary. Day  rates  on  its  rigs  are  so  low 
($12,000  average,  down  from  a 
$50,000  average  peak)  that  the  compa- 
ny has  laid  up  most  of  them  to  cut  its 
losses.  GlobaPs  utilization  rate, 
which  averaged  91%  last  year,  is  cur- 
rently only  about  25%  and  could  go 
lower  still.  Revenues  have  dropped 


Global  Marine  's  Russell  Luigs 
"We  saw  we'd  run  out  of  cash  if  we  paid. 


from  a  peak  of  $456  million  in  1982  to 
a  likely  $225  million  this  year. 

But  at  least  Global  has  a  fighting 
chance  to  survive,  because  of  one 
smart  move  Russell  Luigs,  Global's 
chairman  and  chief  executive  since 
1982,  made  last  year.  In  July  1985, 
when  Luigs  (sounds  like  "fluids")  re- 
alized that  day  rates  for  oil  rigs  were 
rapidly  declining  again  after  a  brief 
rally,  he  announced  that  Global 
would  no  longer  pay  its  $20  million  in 
monthly  interest  and  principal  on  the 
money  he  had  borrowed.  Explains  the 
tall,  crew-cut,  53-year-old  Luigs,  sur- 
veying the  Houston  skyline  from 
gleaming,  modern  corporate  head- 
quarters: "We  saw  we'd  run  out  of 
cash  if  we  paid." 

Luigs  gambled,  as  many  troubled 
executives  do  not,  that  as  he  continued 
to  explore  alternatives  to  bankruptcy, 
Global's  secured  creditors  would  not 
exercise  their  right  to  foreclose.  That, 
of  course,  might  have  forced  the  liqui- 
dation of  the  company. 


He  was  right.  The  lenders  bidec 
their  time.  When  in  January  it  became 
clear  that  no  strategy  short  of  bank 
ruptcy  would  do,  Global  had  in 
creased  its  cash  reserves  to  $102  mil 
lion,  from  only  $85  million  in  July 
That's  enough  to  survive  at  least  twe 
years,  of  very  hard  times.  Says  Luigs 
"Chapter  1 1  is  a  workable  alternative 
only  if  at  the  time  of  filing  you  have 
enough  cash  to  continue  to  run  the 
business  indefinitely." 

That  seems  a  simple  enough  lesson 
but  it's  one  that  many  troubled  com 
panies  forget.  "Usually,  borrowers  al 
low  their  business  to  deteriorate  more 
than  it  should  before  they  declare 
bankruptcy,"  explains  Rick  Burdick 
an  attorney  specializing  in  bankrupt 
cy  law  at  Houston's  Reynolds,  Allen 
win  v.m  oerbeek  Cook.  "They  keep  mak 
ing  principal  and  debt  pay 
ments  even  though  it's 
draining  their  cash.  Glob 
al  Marine  is  the  textbook 
case  of  the  right  way  tc 
prepare  for  Chapter  11." 

Why  didn't  Global's  se 
cured  creditors  foreclose! 
In  part  because  Global's 
debt  was  shared  by  eighi 
consortiums  with  a  bewil 
dering  variety  of  interests 
For  example,  those  bank; 
that  had  loaned  earliest 
when  rigs  were  a  lol 
cheaper  to  build,  were  ir 
far  better  shape,  since] 
their  loans  were  botl. 
smaller  and  closer  to  be 
ing  paid  off.  And  with  the 
market  value  of  Global's 

  offshore  oil  rigs  depressed,, 

at  best  about  20%  of  historical  conj 
struction  costs,  a  mad  scramble  fo^ 
assets  would  have  satisfied  only  a  few 
Then,  too,  despite  Global's  present 
troubles,  its  lenders  vividly  recall  the 
enormous  operating  margins  in  thej 
good  old  days — a  47.1%  margin,  foil 
example,  in  1981.  "This  is  one  of  the 
last  unfettered,  free  markets,"  Luig4 
explains.  "In  a  modestly  oversupplied 
market,  like  now,  rates  drop  very  rap- 
idly. But  in  a  modestly  undersupplied 
market,  rates  are  high  enough  to  fully 
justify  new  construction  of  rigs." 

If  the  banks  had  forced  Global  tc 
stay  current  on  its  loans  last  yearj 
they  would  now  be  forced  to  loan 
fresh  money  to  keep  Global  afloat.  "II 
we'd  kept  everyone  current,  everyone 
would  have  been  hurt,"  says  Luigs 
"And  not  necessarily  equably,  since! 
the  next  creditors  in  line  would  have 
gotten  paid,  but  not  the  ones  after 
that."  This  way,  the  banks  will  try  ta 
trade  much  of  their  debt  for  equity,  in 
a  restructuring  deal,  and  hope  that  a 


Avionics. 

It's  just  taking  off.  And  the  future 
belongs  to  those  who  provide  new 
answers  to  old  questions— to  Eaton. 
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recovery  in  rates  one  day  leads  back  to 
high  profits. 

How  long  will  Global's  cash  keep  it 
afloat?  At  current  day  rates,  Global 
expects  to  be  losing  only  about  $2 
million  a  month  by  the  end  of  1986, 
and  could  survive  at  least  through  the 
summer  of  1988.  Unless  oil  prices  rise 
to  about  the  $20-a-barrel  level,  and 
stay  there  for  at  least  six  months, 


don't  look  for  rates  to  recover,  or  for 
Global  to  work  out  its  restructuring 
agreement. 

But  day  rates  don't  have  to  rise  to 
profitable  levels  for  Global  .to  sur- 
vive. Until  those  sky-high  margins 
return,  all  the  company  needs  is 
rates  high  enough  to  cover  cash  flow. 
Luigs  thinks  that  day  rates  of  only 
$15,000  would  be  enough  to  cover  all 


expenses  except  depreciation  and 
debt  service. 

Global  may  run  out  of  time  before 
then.  Or  it  may  be  able  to  persuade  its 
lenders  or  a  new  investor  to  pump  inl 
more  cash  when  time  does  run  out.  At1 
least,  by  wisely  building  its  cash  re-[ 
serves  when  it  feared  Chapter  1 1  was 
coming,  Global  still  has  a  chance  to 
weather  the  storm.  ■ 


Why  are  Japan  s  international  companies 
such  ferocious  competitors?  Below,  some 
unsettling  answers  from  a  ranking  expert 
on  Japanese  business. 

Economic 
Darwinism 


and  mean.  We  don't  find  either 
those  explanations  terribly  useful. 


oi 


By  Subrata  N.  Chakravarty 

Does  a  lack  of  individualism 
explain  Japan's  commercial 
success?  Does  conspiracy?  Not 
in  the  opinion  of  James  Abegglen. 
Abegglen,  60,  started  the  Boston  Con- 
sulting Group's  Tokyo  office  in  1967 
and  has  lived  mostly  in  Tokyo  ever 
since.  Now  retired  from  BCG,  Abegg- 
len is  professor  of  international  busi- 
ness at  Tokyo's  Sophia 
University  and  director  of 
its  Graduate  School  of 
Comparative  Culture. 
With  George  Stalk  Jr.,  he 
coauthored  Kaisha:  The  Jap- 
anese Corporation  (Basic 
Books;  $22.50),  a  book 
about  how  the  Japanese 
compete.  Like  Sony  Chair- 
man Akio  Mori ta (seep.  98 i, 
Abegglen  is  full  of  insights 
into  U.S. -Japanese  busi- 
ness relations — a  subject, 
Abegglen  regrets  to  say, 
that  is  as  misunderstood  as 
it  is  important. 


Abegglen:  There  has  been  a 
tendency  to  explain  Japa- 
nese competitive  success 
and  behavior  in  somewhat 
simplistic  fashion — either 
in  cultural  terms,  or  in 
conspiratorial   terms.  In 


cultural  terms,  that  somehow  Japa- 
nese success  is  due  to  the  Japanese 
being  more  group-centered,  less  indi- 
vidualistic, more  prepared  to  work  to- 
gether toward  a  common  goal  in  a 
self-sacrificing,  perhaps  even  self- 
damaging,  kind  of  way. 

The  other  extreme  is  the  notion 
that  they  conspire  together,  that  they 
have  a  government  that  encourages 
conspiracy.  That  it's  all  underhanded 


Forbes.  What  do  you  find  useful' 
Abegglen:  There  are  a  great  many  Japa- 
nese industries  and  companies  that 
don't  do  very  well.  Japan  itself,  inter- 
nally, has  both  winners  and  losers.  We 
would  understand  the  strengths  of  the 
Japanese  companies  that  we  meet  in 
international  competition  better  if  we 
appreciated  that  they  are  the  survi- 
vors of  a  fierce  competition.  These 
aren't  companies  that  have  been  nur- 
tured in  a  hothouse  atmosphere  and 
then  encouraged  to  go  out  and  do  bat- 
tle. Rather,  they  are  the  very  tough, 
aggressive  survivors  of  a  fierce  domes- 
tic battle,  who  then  march  out  strong 
and  armed. 

For  example? 

Abegglen:  In  Kaisha,  we  have  a  case 
study  of  the  combat  between  Yamaha 
and  Honda  for  the  motorcycle  mat- 
ket.  In  the  late  1950s  Honda  rose  to 
prominence  as  a  rather  maverick 
company,  at  a  time  when  the  Japanese 
domestic  motorcycle  market  was 
growing  very,  very  fast  indeed.  There 
were,  in  the  mid-1950s,  a  total  of 
some  50  producers  of  motorcycles  in 


Kaisha  coauthor  James  Abegglen  in  a  Tokyo  subway  station 
The  rich  get  richer.  The  poor  go  bankrupt. 
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okker  100.  The  innovative  tool  to  build  markets. 


lo  other  airliner  offers  as  wide  a  range  of 
perational  opportunities  as  the  Fokker  100. 
ypassing  congested  hubs  with  nonstops. 
stablishing  mini-hubs.  Serving  active  hubs 
/ith  greater  frequency.  Feeding  long-range 
ircraft.  Exploring  untapped  markets, 
nd  with  flexibility  to  change  as  rapidly  as 
ompetitive  pressures  dictate. 

In  an  era  of  deep  discounting  and  intense 
ompetition,  the  100-seat  capacity  of  this 
igh-tech  airliner- and  its  very  low  break- 
ven  load  factor- gives  airlines  a  strategic 
Iternative  to  yield  deterioration. 


The  Fokker  100  generates  profits  on  non- 
stop routes  that  put  bigger  jets  in  the  red. 
With  a  seat-mile  cost  comparing  favorably 
with  new  generation  150-seat  aircraft. 
And  with  the  lowest  trip  cost. 

Give  your  airline  unfair  advantages. 
The  Fokker  100. 


-and  its  very  low  break-  AmstSdam 
gives  airlines  a  strategic     ,  Holland 

I  deterioration.  Fokker  Aircraft  U.S.A.,  Alexandria,  Virginia! 

Fokker,  Melbourne,  Australia': 

Swissair.  KLM.  USAir. 

The  right  choice  of  aircraft  keeps  a  leading  airline  a  leader. 


MQanticipates  your 

needs  and  responds 
with  the  highest  quality 


Shedding  light  on  the  future.  Superior  communications— 
vital  link  between  performance  and  potential.  Your  firm's  futur 
well-being  demands  it  now.  You  need  more  than  a  "me  too"  c 
munications  company.  You  need  a  company  with  the  foresigl 
to  predict  with  confidence  what  tomorrows  needs  require, 
the  know-how  to  develop  solutions  today. 
That  company  is  MCI.  No  one  has  exercised  greater  fores 
Indeed,  it  was  MCI  that  pioneered  single-mode  fibei  optic  technology  that  business  now  considers 
industry  standard.  And  we  continue  to  lead  with  unprecedented  growth  and  new  services.  Our  com 
tition  is  good.  To  win  and  keep  your  business,  we  have  to  be  better. 
Light  years  ahead  of  the  competition.  In  the  past  four  years,  MCI  has  invested  $3.5  billion  in  n 
technology.  We've  driven  ourselves  to  augment  ou  ubstantial  fiber  optic  network  in  order  to  furnis 
clearest,  cleanest  connections.  So  that  t<  >day  we  <  >f fer  your  business  the  most  reliable  transmission  i 


Quality  calling  around  the  country  or  the  world. 


voice,  data,  or  video  at  the  speed  of  light.  And  between  1985  and  '86, 
we'll  have  increased  our  fiber  optic  capacity  by  forty  million  circuit 
miles— enough  for  almost  eighty  round  trips  to  the  moon.  All  for  a 
single  purpose:  service. 

This  capacity  means  more  than  muscle.  It  means  versatility.  It  means 
the  resources  to  provide  an  interactive  network  plus  the  capacity  to 
provide  unique  voice  and  data  products.  All  of  this  to  let  you  call  the 
shots,  no  matter  how,  or  where,  you  call. 

Our  only  constant  is  change.  As  you  gain 
momentum  toward  the  21st  century,  you  must 
increase  your  capacity  to  respond.  MCI  is  ready 
to  help  you  with  any  development  both  here  and 
abroad.  Our  foresight  and  technology  are  in  place 
today.  And  we  will  continue  to  evolve  and  grow. 
To  assure  your  place  in  business  tomorrow. 


Innovative  engineering 
makes  our  network  and  your 
transmission  superior. 


MCI  pioneered  m 
fiberoptic  ™ 
technology  now 

considered  the 
industry  standard. 


COMMUNICATIONS  FORTHE  NEXT  100  YEARS." 


*'  MCI  and  the  MCI  loguare  registered  service  marks  of  MCI  Communications  Corporation  (MCIC). 
!>M  COMMUNICATIONS  FOR  THE  NEXT  1U0  YEARS  is  a  service  mark  of  MCIC.  ©  MCIC:  May  1986. 
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Japan.  The  leader  in  the  motorcycle 
industry  was  a  company  called  To- 
hatsu.  But  Honda,  by  using  very  ag- 
gressive financial  and  investment  pol- 
icies, wound  up  the  victor  in1  a  very 
short  time.  Tohatsu  went  bankrupt. 
By  the  late  1960s,  there  were  only  four 
survivors-. 

But  then,  as  Honda  moved  to  the 
auto  industry,  it  tended  to  deflect  its 
attention  from  motorbikes.  By  the 
late  1970s,  Yamaha  had  very  nearly 
caught  Honda  in  market  share  in  mo- 
torcycles in  the  domestic  market,  and 
announced  it  was  going  to  beat 
Honda.  At  this  point,  in  1981,  Honda 
turned  on  Yamaha  and  virtually  de- 
stroyed it  by  the  extremely  aggressive 
introduction  of  new  products  and  ag- 
gressive pricing. 

Sounds  like  good  old )  ankee  competition 
is  alive  and  well  and  living  in  Japan. 
Abegglen-.  We  took  some  interesting 
data  from  surveys  on  corporate  objec- 
tives. When  U.S.  executives  are  asked 
what  the  principal  purpose  of  their 
company  is,  they  list  return  on  invest- 
ment first,  share  price  second,  market 
share  third. 

The  Japanese  executives,  when 
they  are  asked  the  same  set  of  ques- 
tions, list  as  their  primary  objective 
market  share.  Their  second  objective 
is  profitability.  Their  third  objective 
is  new  products — that  is,  taking 
share,  achieving  profitability,  and 
then  reinvesting  and  starting  the 
whole  cycle  again. 

Now,  if  my  initial  preoccupation  is 
with  market  share,  I  would  presum- 
ably be  doing  whatever  is  necessary  to 
take  share — including  price  cutting.  A 
price  cut  would  be  a  form  of  invest- 
ment to  take  share.  But  if  my  U.S. 
competitor  has,  in  effect,  been  selling 
share  to  maintain  his  profitability, 
then  his  share  declines,  his  unit  costs 
begin  to  go  up,  and  he  begins  to  reach 
the  end  of  the  game. 

What  led  Japanese  companies  to  empha- 
size market  share? 

Abegglen:  Most  of  the  competitive  be- 
havior in  Japanese  companies — the 
aggressiveness  in  investment,  the  pre- 
occupation with  share,  the  longer- 
term  view  of  profitability — can  be  ex- 
plained by  the  fact  that  they  have  had 
their  entire  experience  and  career  in 
an  environment  of  extraordinarily 
fast  economic  growth.  In  such  an  en- 
vironment, the  price  paid  for  failure  to 
be  share-competitive  is  extreme: 
bankruptcy.  So  they  do  not  worry 
about  short-term  profits. 

One  example  that  we  use  is  the 
hand-held  calculator.  The  production 
of  hand-held  calculators  in  Japan  grew 


135%  a  year  for  seven  years.  Think 
what  that  means.  If  my  factory  is  full 
and  we're  growing  135%,  I  have  to 
increase  my  plant  capacity  168  times 
in  that  six-  to  seven-year  period  sim- 
ply to  keep  share.  And  that's  just  to 
stay  even!  Let's  say  that  I  want  to 
increase  share,  as  Casio  did — it  went 
from  10%  or  15%  share  to  30%  to 
35%.  Now  I  have  to  grow  three  times 
that  fast. 

Sure,  hut  did  anybody  ever  make  money 
on  calculators? 

Abegglen  They  did  once  the  growth 
slowed.  The  number  of  producers 
went  from  2  or  3  initially,  to  20-odd — 
and  back  down  to  5  or  6  or  whatever  it 
is  now.  Of  course,  a  lot  of  people  lost  a 
hell  of  a  lot  in  the  process.  But  survi- 
vors are  making  money.  I'm  sure  that 
Casio  makes  a  great  deal  of  money 
now.  The  trick  is  to  be  one  of  the 
survivors. 
It's  the  process  where  the  company 


Frankly,  if  a  U.S.  company 
is  driven  to  fight  the 
Japanese  competition  in 
the  U.S.,  the  odds  are  very, 
very  long  against  the  U.S. 
company.  If  you  wait  until 
you're  fighting  the  battle 
here,  it's  probably  too  late. 


with  the  leading  share  is  the  low-cost* 
producer,  therefore  has  the  highest 
margins,  therefore  is  able  to  reinvest 
rapidly,  therefore  is  able  to  take  share, 
therefore  is  able  to  get  its  costs  down 
further,  therefore  is  able  to  increase 
its  margins  further.  Its  cost  of  capital 
is  lower. 

The  loser's  cycle  is  a  company 
whose  share  is  relatively  low,  there- 
fore its  costs  are  relatively  high,  there- 
fore its  profits  are  relatively  low.  To 
grow  at  the  rate  at  which  more  suc- 
cessful competitors  are  growing,  this 
company  has  to  borrow.  It  continues, 
then,  to  lose  share,  continues  to  have 
higher  costs  and  so  on. 

The  rich  get  richer  and  the  poor  go 
bankrupt.  It's  a  tough  system,  the  Jap- 
anese system.  It  is  very  hard  on  losers. 

And  this  is  one  reason  you  urge  U.S. 
husinessnien  to  compete  with  the  Japa- 
nese not  on  our  soil  but  on  theirs? 
Abegi>len:  Frankly,  if  a  U.S.  company  is 
driven  to  fight  the  Japanese  competi- 
tion in  the  U.S.,  the  odds  are  very, 
very  long  against  the  U.S.  company. 
Because  by  the  time  Japanese  compa- 
nies are  here,  they  presumably  have 
obtained  some  advantage  already.  If 
you  wait  until  you're  fighting  the  bat- 
tle here,  it's  probably  too  late.  ■ 


Kodak  introduces 
a  feature  never  before 
available  on  a  high-speed 
walk-up  copier 

Simplicity 


The  new  Kodak  Ektaprint  235  copier-duplicator.  It  turns 
out  copies  at  the  rate  of  85  a  minute,  5100  an  hour.  And  it 
saves  you  more  time  by  doing  complicated  jobs  like  chapter- 
ization,  slip-sheeting,  cover  insertion  and  even  two-sided 
copies  from  one-  and  two-sided  originals,  automatically. 
But  that's  only  part  of  the  story. 

You'll  also  find  the  235  easy  to  use.  The  new,  user- 
friendly  control  panel  can  reduce  setup  time  dramatically. 
It's  all  part  of  the  Kodak  advantage:  leading  technology, 
proven  reliability  and  the  best  service  in  the  business. 
Reaffirmed  by  independent  surveys,  year  after  year.  For 
details,  send  the  coupon,  or  call  1 800  44KODAK 
(1800  445-6325),  Ext  611. 


Leading  technology  : 
the  Kodak  advantage 


©Eastman  Kodak  Company,  1986 


Eastman  Kodak  Company,  CP6321, 
Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  
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Streetwalker 


Report  card 

Hey,  Streetwalker,  don't  you  fol- 
low up  on  the  recommendations 
you  write  about?  Fair  question.  Let's 
go  back  a  year  and  review  the  stocks 
that  we  wrote  about  in  October  1985. 

Kaiser  Aluminum  &  Chemical 
Corp.  was  going  for  1 73A  when  Nico- 
las Toufexis,  now  at  Prudential- 
Bache,  told  us  he  thought  the  stock 
could  reach  25.  A  raider  group  led  by 
Tulsa  investor  Joseph  Frates  has  since 
offered  as  much  as  $28  a  share,  but  so 
far  the  bids  have  failed.  Although  Kai- 
ser has  reached  23 'A,  it  is  now  around 
the  same  price  as  a  year  ago.  We  may 
yet  be  right  on  this  one:  Frates' 
group's  holdings  are  up  to  27%,  and 
Kaiser  appears  to  be  partially  liquidat- 
ing itself.  Toufexis  says  the  stock 
could  now  be  worth  $28  a  share. 

Banner  Industries,  Inc.,  a  retreader 
of  airplane  tires.  Price  last  year:  13 Vi. 
Not  long  after  we  wrote  about  it,  in- 


20%  gain  next  year. 

James  Schmitt  of  Somis,  Calif. - 
based  Westcountry  Financial  last  year 
persuaded  us  that  Ameron,  Inc.,  a 
manufacturer  of  pipes  for  construc- 
tion in  the  West,  was  a  buy.  The 
stock,  then  36,  proceeded  to  rise  67% 
and  split  2-for-l.  At  a  recent  25,  it  still 
sells  for  about  five  times  cash  flow. 
Schmitt  continues  to  favor  it,  as  does 
Sydney-based  investor  and  sometime 
raider  Ron  Brierley,  one  of  whose 
companies  reported,  in  August,  a  5% 
position  in  Ameron. 

Tidewater,  Inc.  operates  a  fleet  of 
vessels  serving  offshore  drillers.  Raid- 
er Irwin  Jacobs  holds  a  chunk  of  the 
stock.  Last  year  Michael  Lamb,  of 
Kansas  City,  Mo.'s  Wealth  Monitors 
newsletter,  predicted  Tidewater,  then 
15,  would  reach  22  within  a  year. 
Streetwalker  disagreed,  and  a  good 
thing  we  did:  Jacobs  now  owns  20.3% 
of  the  company,  whose  stock  has  col- 
lapsed to  below  5.  Lamb  insists  that 





We  Naiy's  A-6E  Intruder,  by  Grumman 

Cost  overruns  on  its  successor  helped  shoot  down  the  stock. 


vestor  Jeffrey  Steiner  bought  control 
from  the  chairman,  whom  he  re- 
placed. Soon  Banner  was  up  to  20,  and 
is  now  around  17%.  With  Drexel 
Bumham  Lambert  backing  Steiner, 
the  stock  may  go  higher.  One  caveat: 
A  former  subsidiary  went  bankrupt 
last  year,  and  Banner  may  be  on  the 
hook  for  some  guaranteed  debt  as  well 
as  unfunded  pension  benefits. 

The  shares  of  City  National  Corp. 
have  climbed  more  than  45%  since 
Stephen  Weinress  of  Los  Angeles' 
L.H.  Friend  &  Co.  told  Streetwalker 
he  liked  the  Beverly  Hills-headquar- 
tered bank  holding  company.  But 
even  at  a  split-adjusted  21 'A,  the 
stock,  says  Weinress  today,  is  still 
cheap,  and  for  the  same  reason:  City 
National  is  west  Los  Angeles'  domi- 
nant commercial  bank,  is  strong  in 
data  processing  for  other  of  the  re- 
gion's banks  and  owns  prime  real  es- 
tate. Weinress  is  looking  for  roughly  a 


Tidewater  remains  an  attractive  spec- 
ulation. And  Streetwalker  still  dis- 
agrees. 

Grumman  Corp.  We  would  prefer 
not  to  mention  this  one,  but  honesty 
compels  us.  We  said  it  looked  good  at 
34'/4.  Today  it  is  24%.  The  cost  of 
delivering  the  new  F-14D  and  A-6F 
jets  to  the  Navy  has  rocketed  beyond 
expectations.  A  faint  hope:  a  friendly 
takeover  bid.  Othwerwise,  these 
shares  look  to  be  dead  money  for  the 
foreseeable  future.  Sorry,  folks. 

Now  for  some  of  our  bigger  win- 
ners. At  33,  Beatrice  Cos.,  we  said, 
looked  ripe  for  a  takeover  or  a  reorga- 
nization. Within  two  months,  Kohl- 
berg  Kravis  Roberts  proposed  an  LBO 
and  eventually  took  the  company  for 
$50  a  share  in  cash  and  paper. 

We  said  oil  services  and  specialty 
chemicals  company  NL  Industries 
was  a  sleeper  at  1  l3/s.  Raider  Harold 
Simmons  won  a  battle  for  control.  NL 


common  trades  around  4s/s,  and  a 
share  of  preferred  that  was  spun  off  to| 
common  holders  goes  for  1 1  Vh — a 
40%  gain.  Incidentally,  Juliusz  Sas  of 
New  York's  Balis  &  Zorn  thinks  the 
NL  common  is  worth  about  70% 
more  than  what  it  trades  for. 

So  what's  the  net-net?  Putting! 
$1,000  into  each  of  the  seven  buys  and 
$1,000  into  the  single  short  would 
have  required  $8,000  and  would  have 
shown  an  overall  gain,  figured  very 
conservatively,  just  short  of  30%. 
That's  a  bit  behind  the  Dow — up 
34% — and  a  bit  ahead  of  the  Wilshire 
5000— up  about  24%.  Not  brilliant, 
but  not  bad,  either. — Thomas  Jaffe 


Time  to  get  out? 

Before  rushing  into  European 
stocks,  consider  this  piece  of  in- 
telligence from  Italy,  where,  although 
the  stock  market  there  is  off  15.2% 
from  its  high  in  May,  it's  still  more 
than  double-  a  year  ago.  One  of 
Streetwalker's  sources  has  an  alarm- 
ing report  from  a  quaint  Tuscan  hill 
town.  There,  he  says,  two  banks  in 
the  main  piazza  reflect  the  current 
mania.  One  bank  had  electronic 
boards  in  the  window  flashing  the. 
names,  latest  prices  and  the  previous 
day's  close  of  stocks;  the  other  bank 
had  a  quote  machine  and  a  30-minute 
line  spilling  onto  the  street. 

Our  source  leased  his  house  from  a 
marquis  fond  of  bragging  about  the 
killing  he  was  making  in  stocks. 
"Now,  even  my  maids  are  in  the  mar- 
ket," the  marquis  recounted.  Remind- 
ing us  of  what  poet  Ogden  Nash  once 
wrote:  "It's  time  to  get  out  when  the 
widows  and  orphans  get  in." — T.J. 


Happy  days? 

A pleasant  coffee  and  chat  with 
Richard  Hu  Tsu  Tau,  Singapore's 
minister  of  finance  (and  of  health). 
Good  news  and  bad  news.  The  good: 
After  collapsing  late  last  year,  the  Sin- 
gapore/Malaysia stock  market  has 
climbed  over  40%  since  May,  making 
it  a  star  performer  among  the  19  mar- 
kets tracked  by  Morgan  Stanley  Capital 
International  Perspective. 

The  bad  news?  "These  fast  recover- 
ies can  be  unhealthy,"  Hu  frowned. 
"They  drag  in  a  lot  of  speculators,  and 
then  you  have  to  suffer  the  shakeout 
again." 

Hu  said  the  prospects  for  Singa- 


A  C  U  R  A     LEGEND    2  4  -  V  A  L  V  E  V 


The  Acura  Legend  represents  a  new  dimension  in  luxury  performance,  from  a  new  division  of  American  Honda  Available  exclusively  at  Acura  dealerships. 


The  Acura  Legend. 
A  moving  tribute  to  precision 
craftsmanship. 


With  the  introduction  of 
this  luxury  sedan,  serious 
driving  enters  the  realm 
of  precision  movement. 

Because  the  new  Acura 
Legend  was  specifically 
engineered  around  the 
needs  of  the  serious  driver. 
With  a  perfectionist's  zeal 
for  fit,  finish  and  function. 

The  result:  a  precision 
crafted  road  car  that  chal- 


lenges the  standards  of 
Europe's  most  renowned 
luxury  touring  sedans. 

An  accomplishment 
made  possible,  in  part,  by 
the  response  of  a  fuel  in- 
jected 2.5  liter,  24-valve, 
151  hp  V-6.  Inspired  by 
Honda  Formula  1  racing. 

And  furthered  by  rigid 
unit-body  construction, 
advanced  fully  indepen- 


dent suspension  and  re- 
fined front  wheel  drive.  For 
precise  highway  handling. 

Inside,  there  is  generous 
space,  quiet  and  comfort. 
In  a  cockpit  dedicated  to 
confident  command. 

Large  flush  mounted 


windows  and  a  low  aero- 
dynamic hoodline  were 
designed  to  maximize 
visibility,  while  minimizing 
wind  noise. 

Analog  instrumentation 
and  controls  are  placed  for 
ease  of  reading  and  reach- 
ing at  highway  speeds. 

And,  as  you  might  ex- 
pect, nearly  everything 
comes  standard.  From  a 
powerful  stereo,  to  a  pow- 
er operated  sunroof. 

Call  1-800-TO-ACURA 
for  the  dealer  nearest  you. 
And  move  with  precision. 


ACURA 

PRECISION  CRAFTED  AUTOMOBILES 
A  division  of  American  Honda  Motor  Co.,  Inc. 


i,0  1986  American  Honda  Motor  Co  .Inc  Acura  and  Lecrend  are  trademarks  of  Honda  Motor  Co  .  Ltd 


THE '88 
OLYMPIC 

TRACK STAR 
THAT 

NEVER  RAN 
A  RACE? 


It  will  go  down  as  one  of 
the  memorable  finishes  of  the 
'88  Olympics.  Seoul's 
high-speed  subway- 
off  and  running-a  full  two 
years  before  Korea  hosts 
the  summer  games. 

One  company  shifted  into 
high  gear  and  made  every 
car  on  the  line.  Daewoo. 

The  groundwork  continues. 

Daewoo  is  building  the 
Olympic  Marina.  And  at 
the  same  time,  building  an 
unbeatable  track  record. 

Not  just  in  construction. 
But  in  microchips  and 
microwaves.  Oceanliners 
and  jetliners.  Compact 
disc  players  and 
compact  cars. 

For  more  information, 
call  212-909-8200. 

The  innovations  that  put 
us  ahead  at  the  Olympics, 
could  put  you  ahead 
of  the  game. 


pore's  economy  are  bright  again.  The 
big  government  spending  programs 
that  fueled  Singapore's  rapid  growth 
in  the  1960s  and  1970s  are  winding 
down,  giving  way  to  more  emphasis 
on  the  former  colony's  private  sector. 
A  wage  standstill  policy  is  in  effect,  to 
regain  competitiveness  lost  to  Korea 
and  Taiwan.  Inflation  is  zero,  and  the 
Singapore  dollar  tracks  the  U.S.  dol- 
lar, attracting  a  great  deal  of  Japanese 
investment.  Some  juicy  tax  incen- 
tives have  recently  been  introduced  to 
lure  international  fund  managers  to 
set  up  shop  in  Singapore. 

So,  although  the  minister  does  not 
want  to  see  the  Singapore  market  get 
ahead  of  itself,  he  adds:  "Stock  mar- 
kets do  anticipate  changes  in  the  real 
economy." — Lawrence  Minard 


Heartland  heartthrobs 

In  Wisconsin  Streetwalker  un- 
earthed two  lovely  heartland  com- 
panies for  value-oriented  investors. 
One  is  $385  million  (estimated  1986 
sales)  Oshkosh  Truck  Corp.,  of — you 
guessed  it — Oshkosh.  The  company, 
controlled  by  the  founding  Mosling 
family,  manufactures  specialized 
heavy-duty  trucks  that  are  sold  main- 
ly to  the  military.  For  the  fiscal  year 
ending  Sept.  30,  Oshkosh  Truck  will 
probably  earn  $2.50  a  share,  up  48%; 
next  year's  earnings  may  hit  $2.90 
(estimates  courtesy  of  Thad  Faison  of 
Charlotte,  N.C.'s  Interstate  Securi- 
ties). Yet  the  o-t-c  stock  has  fallen 
from  33  in  June  to  a  recent  203A,  prob- 
ably because  of  fears  about  defense 
cutbacks.  But  Faison  is  confident  of 
his  earnings  projections,  which  price 
Oshkosh  at  only  seven  times  his  1987 
estimate.  "I  wish  I  could  find  more 
stocks  that  sell  at  this  kind  of  multi- 
ple," he  says.  So  do  we. 

The  other  Wisconsin  beauty  is  $222 
million  (sales)  Manitowoc  Co.,  head- 
quartered in  Manitowoc.  It  makes 
cranes,  excavators,  Great  Lakes  ships 
and  icemaking  machines.  The  cranes 
and  excavators  are  primarily  for  the 
mining  and  oil  industries,  two  mar- 
kets that  couldn't  be  worse.  Earnings 
have  suffered  badly:  71  cents  a  share 
for  the  fiscal  year  ended  June  30,  vs. 
$2.95  in  1982.  But  management  has 
been  paring  operations  and  cutting 
payroll.  Analyst  John  McGinty,  of 
First  Boston,  figures  the  company  has 
$2  a  share  of  earning  power  even  with- 
out a  recovery  in  cranes.  More  impor- 
tant are  Manitowoc's  assets:  $16  a 
share  of  book  value,  nearly  $9  of  cash 
behind  each  of  the  10.9  million 
shares,  and  no  debt.  McGinty  thinks 
Manitowoc  is  worth  at  least  $25  a 


share.  Recent  o-t-c  price:  173A.  But 
this  is  no  takeover  play.  Insiders  con- 
trol around  15%,  and  lots  more  is  in 
friendly  hands.  That's  the  way  it  often 
works  in  Wisconsin. — T.J. 


Back  on  the  line 

In  the  late  1970s  telecommunica- 
tions equipment  manufacturer  Mi- 
tel Corp.  of  Kanata,  Ont.  became  a 
major  supplier  of  private  branch  ex- 
changes (PBX)  for  small  businesses.  In 
five  years  earnings  shot  from  4  cents  a 
share  to  77  cents.  In  1981  the  stock 
hit  a  record  41. 

Unfortunately,  Mitel  then  over- 
reached. It  went  after  the  high-end 
digital  PBX  market,  dominated  by 
AT&T.  In  the  fiscal  year  ended  last 


Feb.  28,  Mitel  (sales,  $293  million 
lost  $2.92  a  share.  Recent  NYSE  stoc 
price:  4'/s. 

Analyst  Fritz  Ringling  of  Stamfort) 
Conn. -based  Gartner  Group  i 
switched  on  by  the  stock  at  thes 
prices.  In  March  British  Telecom  con 
tributed  $229  million  to  Mitel  in  r< 
turn  for  a  5 1  %  equity  stake.  This  cap 
tal  infusion  has  helped  speed  the  de 
velopment  of  a  new  digital  PBX  fc 
Mitel's  traditional  low-end  marke 
and  will  enable  Mitel  to  compete  bel 
ter  against  AT&T  and  Rolm.  Britisl 
Telecom  has  brought  to  Mitel  som 
long-overdue  financial  controls.  Ring 
ling  likes  the  stock  in  part  because  h 
thinks  British  Telecom  might  buy  uj 
the  remaining  49%.  In  any  case,  h 
thinks  the  stock  is  a  prospective  dou 
ble  in  12  months. — Kathleen  Healy 


The  Money  Men 


Remember  Modern  Portfolio  Theory} 
Young  money  manager  Lou  Navellier 
does,  and  he's  got  a  successful  twist  on  it. 

An  alpha-beta 
man 


By  Peter  Brimelow 


A bad  day  in  the  stock  market 
like  Sept.  1 1  gets  people  think- 
k  ing  risk  again.  Louis  G.  Navel- 
lier has  a  system  that  thinks  risk  as 
well  as  reward. 

Navellier  is  an  earnest  28-year-old 
who  wears  glasses,  loves  computers 
and  took  a  crash  course  through  col- 
lege (B.S.  1978,  M.B.A.  1979  from  Cal- 
ifornia State  at  Hayward)  because  he 
couldn't  wait  to  get  to  work.  Work  on 
what?  The  stock  market. 

Navellier 's  $150-a-year  OTC  /might 
letter,  published  monthly  out  of  El 
Cerrito,  Calif.,  has  been  racking  up  a 
remarkable  record.  His  fledgling  mon- 
ey management  business,  with  a  re- 
ported $22  million  already  under  its 
wing,  is  increasing  its  minimum  ac- 
count to  $250,000  on  Oct.  1.  And  he's 
doing  it  all  with  Modern  Portfolio 


Theory  (MPT),  the  rigorously  quanti- 
tative, academically  approved  invest 
ment  technique  that  scared  Wal 
Street  when  it  burst  out  of  the  busi- 
ness schools  in  the  1970s  but  more 
recently  has  been  greeted  with  re- 
sounding yawns. 

OTC  Insight's  performance  is  a  mat- 
ter of  public  record,  because  since 
1985  it  has  been  one  of  about  100  such 
advisory  services  monitored  by  the 
Washington,  D.C. -based  Hulbert  Fi- 
nancial Digest,  arbiter  of  the  invest- 
ment letter  industry.  "Navellier's 
nine  model  portfolios  appreciated  an 
average  of  144.3%  from  January  1985 
through  the  end  of  August  1986,"  says 
HFD  Editor  Mark  Hulbert.  That's  over 
twice  the  Dow's  gain  in  the  same  peri- 
od, assuming  that  all  dividends  were 
reinvested,  and  2Vi  times  that  of  the 
Nasdaq  OTC  Composite  Index.  His 
top  portfolio  was  up  183.7%,  his  low- 


General  Accounting 


Simply  the  best  PC  accounting  software 
we Ve  ever  put  our  initials  on. 


FhenewIBM 
Business  Adviser. 

As  any  technology  grows  up,  there 
sometimes  are  leaps;  new  ideas  that 
surprise  the  expected  order  with  unex- 
pected improvement 

IBM's  Business  Adviser  is  one  of 
those  leaps. 

Now  that  it's  here,  other  "integrated" 
accounting  programs  should  start  look- 
ing for  a  new  adjective.  Business  Adviser 
»ives  integration  new  meaning. 

Like  other  PC  accounting  software, 
it  comes  as  separate  modules:  General 
Accounting,  Accounts  Receivable, 
Accounts  Payable,  Payroll,  Order  Entry, 
and  Inventory  Control. 

But  similarity  ends  there  because 
with  Business  Adviser  there  are  no 
boundaries  between  units.  Even  with 
all  its  modules  in  place,  Business 


Adviser  behaves  as  one  application. 

Your  passage  from  Accounts  Payable 
to  Payroll,  for  example,  is  intuitive.  You 
think  only  about  the  job  at  hand,  not 
which  module  ought  to  do  it 

You  can  even  leave  one  task  undone, 
switch  to  another,  then  return  to  the 
first  one  right  where  you  left  off. 

There's  more.  Any  change  entered 
anywhere  in  Business  Adviser  auto- 
matically updates  every  related  entry 
everywhere  else.  You  don't  press  any 
special  buttons;  it  just  happens. 

This  is  real-time  posting.  Your 
account  balances  and  other  files  will 
always  reflect  the  latest  information. 

Also,  Business  Adviser  not  only  works 
on  IBM's  Local  Area  Networks,  it  takes 
special  advantage  of  them.  It  lets 
different  people  at  different  PCs  use  the 
same  files  at  the  same  time. 

And  Business  Adviser  works  the 


way  you  do.  It  uses  business  language 
instead  of  accounting  language.  It  lets 
you  customize  financial  reports  and  do 
complex  jobs  with  few  keystrokes 
instead  of  many. 

You're  not  locked  into  pre-set  billing 
periods.  You  can  print  one  report  as  you 
revise  another,  and  open  new  accounts 
as  you  update  old  ones. 

And  these  are  just  highlights. 

To  our  knowledge,  there's  never 
been  PC  accounting  software  so  rich  in 
function,  or  so  flexible  and  usable. 

To  learn  more,  visit  an  Authorized 
IBM  PC  Dealer.  For  the  one  nearest 
you,  and  a  free  brochure,  call  1-800- 
447-4700.  In  Alaska,  1-800-447-0890. 


3ersonal  Computer  Software 
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est,  110.1%.  that  the  stock  goes  up  (or  down)  twice 
Navellier  concentrates  on  relative-  as  much  as  the  average.  "Alpha"  rep- 
ly obscure  over-the-counter  stocks,  resents  the  stock's  propensity  to 
"His  showing  is  particularly  impres-  move  independently  of  the  market, 
sive,"  says  Hulbert,  "in  that  he's  been  Thus  a  stock  could  have  a  law  beta, 
able  to  select  the  right  stocks  even  being  little  affected  by  market  fluctu- 
when  the  secondary  sector  has  been  ations,  but  a  high  alpha,  showing  in- 
weak."  In  August  alone,  Navellier's  dependent  growth,  perhaps  because  of 
average  was  up  14.2%,  against  a  Nas-  a  unique  product, 
daq  Composite  gain  of  3. 1  % .  Navellier's  computer  has  been  told 
Navellier's  own  figures  suggest  that  to  calculate  betas  and  alphas  over  a 
his  Buy  List,  from  which  his  portfo-  12-month  period;  this  has  proved 
lios  are  constructed,  has  appreciated  more  sensitive  to  market  movements 
643%  since  June  1980,  against  a  Nas-  than  the  five  years  usually  favored  in 
daq  Industrial  Index  gain  of  113%.  academe.  The  computer  works  out 
Of  course,  we  can't  confirm  those  each  stock's  mean  monthly  rate  of 
spectacular  results.  However,  Mark  return— which,  since  o-t-c  stocks  pay 
Hulbert's  reckoning,  which  takes  ac-  minimal  dividends,  generally  turns 
count  of  commissions  and  other  out  to  be  the  mean  monthly  capital 
transaction  costs,  has  otherwise  con-  appreciation.  Additionally,  it  corn- 
firmed  Navellier's  results  since  1985.  putes  the  variance  from  the  mean 


Louis  Navellier,  editor  of  OTC  Insight 

An  inefficient  market  means  you  can  outguess  it. 


The  operating  assumption  of  the 
OTC  Insight  system  is  that  the  stock 
market  is  not  completely  efficient — it 
does  not  discount  information  so 
quickly  that  it  cannot  be  outguessed. 
Diversified  portfolios  can  be  designed 
to  achieve  returns  that  are  not  can- 
celed out  by  the  accompanying  level 
of  risk.  The  market  can  be  beaten 
with  a  disciplined  approach  that  as- 
sesses the  odds  carefully,  particularly 
with  stocks  that  are  traded  in  the  less 
liquid  over-the-counter  market  rather 
than  on  any  exchange. 

Every  month  Navellier's  computer 
begins  by  inspecting  a  database  con- 
taining 1, 100  over-the-counter  stocks. 
For  each  one,  it  crunches  out  a  "beta" 
and  an  "alpha."  "Beta"  in  MPT-speak 
is  the  extent  to  which  a  stock's  fluctu- 
ation is  related  to  the  movement  of 
the  market.  A  beta  of  2  would  mean 


monthly  return,  a  statistical  measure 
that  tells  you  how  likely  the  return  is 
to  occur. 
Got  that?  Now,  the  crucial  step: 
The  computer  divides  each  stock's 
alpha  by  its  monthly  variance  of  re- 
turn. This  gives  a  reward/risk  ratio — 
the  market-independent  gain  per  unit 
of  volatility.  The  computer  then  lists 
the  top  98  stocks  in  order  of  reward/ 
risk.  This  constitutes  the  OTC  /might 
Buy  List — those  stocks  for  which  the 
reward  potential  is  highest  relative  to 
the  risk  involved. 

For  the  OTC  Insight  model  portfo- 
lios, Navellier  uses  only  the  top  20  or 
so  Buy  List  stocks.  At  this  stage,  he 
doesn't  hesitate  to  contaminate  the 
process  by  inserting  his  own  eyeball: 
"I  like  stocks  with  strong  earnings 
growth,  in  low-risk  industries,  prefer- 
ably dominating  their  market  nich- 


es," he  says.  "Special  situations,"  he 
adds  dreamily. 

OTC  Insight  model  portfolios  come 
in  three  sizes  and  three  risk  catego- 
ries^— conservative,  moderately  ag- 
gressive and  aggressive.  The  stocks 
from  Navellier's  shortlist  are  then 
combined  into  each  of  his  nine  port- 
folios in  order  to  get  the  most  return 
at  specified  levels  of  risk.  This  com- 
plex computation  is  performed  by  an 
"asset-allocation  model"  that  was  de- 
veloped by  Navellier's  partner  and 
fellow  money  manager,  James  O.  Col- 
lins, a  former  executive  of  Wells  Far- 
go Bank. 

Navellier's  methods  have  certainly 
turned  up  some  hot  stocks.  His  recent 
performance  was  partly  attributable 
to  Smithfield  Foods,  a  Virginia  pork 
producer  that  rose  63%  in  August 
alone.  "It  finally  woke  up,"  says  Na- 
vellier, who  has  held  it  since  July 
1985.  Smithfield's  strong  earnings 
growth  and  low  multiple  finally 
caught  Wall  Street's  attention  after  a 
regional  broker  issued  a  favorable  re- 
search report.  Navellier  regards  this 
as  typical  o-t-c  inefficiency.  No  Big 
Board  stock  would  wait  so  long  to  be 
discovered. 

Other  Navellier  winners,  as  report- 
ed in  his  September  letter:  Safecard 
Services,  a  supplier1  of  protection  ser- 
vices to  credit  card  holders,  up  633% 
since  purchase  in  November  1984; 
Wausau  Paper  Mills,  a  specialty  pa- 
permaker,  up  138%  since  purchase  in 
October  1985.  Both  are  still  on  his 
Buy  List. 

Other  current  buys:  Godfrey  Co.; 
Mayfair  Super  Markets;  HON  Indus- 
tries; and  Fuji  Photo  Film. 

Navellier  keeps  OTC  Insight  fully  in- 
vested at  all  times.  He  says  he  just 
can't  figure  out  any  objective  way  to 
time  the  market.  Shaken  but  stoical 
after  Sept.  11,  Navellier  was  saying 
bravely  that  there  were  "lots  of  bar- 
gains about." 

In  markets  like  today's,  Navellier's 
system  does  have  one  built-in  safe- 
guard: Implicit  in  his  method  of  calcu- 
lating beta  is  a  bias  toward  less  vola- 
tile stocks  as  the  market  rises — and 
contrariwise  as  it  sells  off. 

Still,  Navellier  cautions,  "The  sys- 
tem thinks  it's  won  if  it  beats  the 
market — even  if  it  loses  ground." 
That's  enough  for  most  people. 

Navellier  and  his  partner  are  now 
investigating  the  extension  of  his  sys- 
tem to  listed  stocks.  "But  to  be  very 
frank  with  you,"  says  Navellier,  using 
his  favorite  (and  justified)  expression, 
"the  stock  market  is  much  more  effi- 
cient in  the  listed  stocks.  There's  no 
way  that  we  are  going  to  get  the  same 
returns."  ■ 


What  are  we  up  to  now? 


The  past  never  guarantees  the  future,  but  it  may  be  a  fair 
indication.  If  you  had  invested  $100  in  McKesson  eleven  years  ago 
and  reinvested  the  dividends,  it  would  be  worth  $850  today. 
In  the  S&P?  $480. 

With  $6  billion  in  annual  sales,  we're  the  nation's  leading 
distributor  of  drugs,  health  care  products,  and  nondurable  consumer 
goods.  To  learn  about  our  prospects,  call  800  952-5656  for  our  annual 
report  and  a  list  of  local  brokers  who  follow  us.  Or  write:  McKesson 
Corp.,  Investor  Relations,  One  Post  Street,  San  Francisco  94104. 


McKesson 

Check  us  out  with  your  stockbroker. 


COMPANY. 


From  world  leadership  in  packaging  comes 
the  power  for  O-I's  growth. 


The  packaging  industry  is  currently  undergoing  dramatic  consolidation 
id  restructuring.  Significant  players  are  cashing  in  their  chips  and  with- 
-awing— expressing  concern  about  the  "static"  nature  of  the  business.  We 
Dn't  see  it  that  way.  At  Owens-Illinois  we're  committed  to  packaging  long  term — 
)th  here  in  the  U.S.  and  around  the  globe. 

Our  strategy  is  to  be  the  best  in  glass,  plastic  and  corrugated  packaging, 
5  well  as  closures.  Best  in  terms  of  quality,  productivity,  reliability  and  total 
ilue.  We've  made  the  necessary  investments  to  be  sure  our  manufacturing 
cilities  are  state-of-the-art  and  on  the  cutting  edge  of  technology.  We  intend 
i  keep  them  that  way.  And  our  people  are  committed  to  winning. 

We  are  proving  consistently  that  packaging  does  offer  profitable  oppor- 
unities  for  a  true  leader  in  the  field.  And  in  this  scenario  of  fewer  and  fewer 
layers,  we  like  our  chances  over  time. 

Our  packaging  business  also  continues  to  generate  substantial  amounts 
f  cash  for  investment  in  selective,  high-growth  areas.  And  we  are  investing, 
rl  is  already  the  fifth  largest  investor-owned  operator  of  extended  health  care 
icilities  and  one  of  the  five  largest 
roducers  of  residential  mortgages  in 
le  nation. 

Owens-Illinois.  A  $3.7  billion  global 
rganization  focused  on  customer 
atisfaction  and  profitable  growth.  You 
tiould  get  to  know  us  better.  We're 
uilding  on  the  power  of  packaging.  OW ENS'ILLINOIS 

Toledo,  Ohio  43666 


One  person  s  sweatshop  is  another s  golden 
opportunity.  Korean  immigrants  work 
long  hours  for  low  pay  in  New  York  gar- 
ment lofts.  But  who's  complaining? 

"My  daughter, 

she  will 
speak  better" 


By  Jeffrey  A.  Trachtenberg 

Danny  Rhee  pulls  up  his  pant 
leg.  "You  talk  about  lifestyle? 
This  is  my  lifestyle." 
Rhee,  a  35-year-old  Korean  who 
came  to  New  York  City  in  1978, 
points  at  his  pair  of  thick,  black  work 
boots.  "I  buy  these  three  years  ago  for 
$60.  When  I  buy  them  I  tell  my 


friends  they  will  last  me  ten  years. 
Look,  still  good." 

Rhee's  wife,  Nancy,  nods  in  agree- 
ment. She  is  sitting  in  front  of  a  new 
$1,600  luki  computer-aided  sewing 
machine.  Their  2'/2-year-old  daughter, 
Alexandra,  is  asleep  on  the  floor  in  a 
pile  of  blankets. 

Here,  in  the  center  of  this  country's 
$40  billion  (wholesale  revenues)  ap- 


Alexandra,  Danny  and  Nancy  Rhee 
"Everything  is  for  the  next  generation. 


parcl  industry,  a  major  change  is  tak 
ing  place.  The  Italians  and  Jews  wh 
built  the  business  70  years  ago  atf 
being  replaced  by  Asians  and  Latin 
Americans.  The  newest  group,  am 
perhaps  the  hardest  working,  are  th 
Koreans. 

Seven  years  ago  there  were  fewe 
than  a  dozen  Korean  sewing  contrac 
tors.  Today  most  of  the  estimated  30(1 
Korean  shops  are  found  along  th 
dark,  crowded  side  streets  between 
Broadway  and  Tenth  Avenue  anc 
from  34th  to  40th  streets.  Many  oper 
ate  from  unmarked  factory  lofts  oi 
behind  showrooms  that  are  unlisted 
in  the  building  directories. 

"You  Americans  do  not  like  tc 
work  hard,"  continues  Rhee.  "Yo\ 
want  to  be  computer  operator,  go  tc 
work  at  9,  leave  at  4.  Here,  no  holi 
days.  People  sometimes  work  15,  1 C 
hours  a  day." 

What's  the  incentive?  The  same  a| 
it  always  has  been  for  immigrants 
here:  a  better  life  for  the  kids.  Rhe« 
says:  "One  woman  [a  fellow  Korean 
has  three  sons  at  Harvard.  Another,  £ 
son  at  Yale.  Another,  at  Columbia 
All  of  my  people  have  minimum  high 
school  degree;  most  are  Korean  uni 
versity  graduates.  But  they 
don't  speak  English.  So  the> 
work  here.  Everything  is  fol 
next  generation." 

Take  a  walk  with  Forbes 
through  the  garment  center 
along  Eighth  Avenue  anc 
down  the  side  streets  neai 
Madison  Square  Garden.  Here 
men,  mostly  black  or  Latin, 
push  clothing  racks  at  break- 
neck speed,  blowing  whistles 
to  clear  out  passersby.  The  ail 
is  thick  with  exhaust  fumes 
from  heavy  trucks.  Many  ol 
the  stores  along  the  avenues 
are  discounters;  bins  of  sneak 
ers,  shoes,  women's  polyester 
dresses  crowd  the,  sidewalks. 
Nearly  gone  from  the  factories 
still  here  are  the  Jews  and  Ital 
lans  who  once  worked  here. 
Their  children  and  grandchil 
dren  live  in  the  suburbs,  prac 
tice  law  and  medicine,  work 
on  Wall  Street,  are  charter 
members  of  the  consumer  so 
ciety.  Even  those  who  wanted 
to  stay  suffered  from  cheap 
imports  or  were  saddled  with 
union  pay  scales  that  made  it 
difficult  to  compete. 

The  International  Ladies' 
Garment  Workers'  Union  says 
it  has  a  hard  time  unionizing 
these  factories  because  the 
workers  speak  no  English,  or 
are  frightened  of  outsiders.  La- 


HOW  TO  PUT  TOGETHER 
A  COMMUNICATIONS  SYSTEM 
ONE  STEPATATIME. 

When  you  invest  in  a  communications  system,  you 
don't  want  one  you  have  to  grow  into,  and  you  certainly 
don't  want  one  that  you  might  grow  out  of.  You  want  one 
that  fits  now.  One  that  will  continue  to  fit  every  step  of 
the  way  along  your  business's  growth  path. 

With  the  AT&T  System  75,  you  can  take  one  step  at  a 
time  to  put  together  a  system  that's  best  suited  to  your 
needs.  You  can  start  with  a  basic  voice  system  that 
includes  messaging  features  like  Leave  Word  Calling  and 
enhanced  Call  Coverage  to  make  sure  messages  are 
taken  and  calls  get  through. 

If  and  when  you  need  to,  you  can  add  data  capabilities 
as  well.  When  you  do,  you  won't  have  to  start  from 
scratch,  because  voice  and  data  transmission  are  inte- 
grated over  regular  telephone  wire. 

Also,  AT&T  is  committed  to  making  System  75  com- 
patible with  emerging  standards  and  technologies. 
That's  just  one  more  step  we're  taking  to  ensure  the 
investment  you  make  today  is  protected  tomorrow. 

For  a  free  brochure  about  how 
AT&T  can  help  you  put  together 
the  communications  system  that's 
right  for  you,  call  us  at  1  800  247- 
1212,  Ext.  499. 


AT&T 

The  right  choice. 


Rhee  in  his  Manhattan  factory 

A  "lifestyle"  symbolized  by  thick,  black  work  boots. 

mm 


bor  laws?  Says  Jeff  Hermanson,  a  top 
ILGWU  organizer:  "A  majority  vio 
late  fair  labor  standards  laws,  but  the 
Labor  Department  doesn't  take  ag 
strong  a  stand  as  it  did  20  years  ago 
It's  a  semi-underground  economy." 

Korea  has  long  been  a  major  over- 
seas maker  of  clothes  for  this  country 
Now  the  Koreans  are  opening  fac- 
tories here,  making  their  mark  by 
hard  work  and  by  investing  in  new 
technology. 

It  isn't  pretty.  Danny  Rhee  strides 
up  Eighth  Avenue  and  into  one  of  the 
soot-covered  buildings  where  he  and 
his  Korean  family  members  have  two 
factories.  The  corridors  in  this  build- 
ing are  covered  with  old  black  lino- 
leum. Some  of  the  walls  have  holes  ini 
them.  The  elevators  move  slowly. 

Rhee,  after  greeting  by  name  almost 
everybody  he  sees,  gets  out  of  the  ele- 
vator, opens  a  set  of  doors  and  steps! 
inside.  Perhaps  30  people,  half  of 
them  Korean,  half  Hispanic,  are  sif] 
ting  in  front  of  sewing  machines.  | 
They  are  concentrating  very  hard,  dil- 
igently moving  parts  of  clothing  in 
and  out  of  their  machines.  Many  are 
paid  on  a  piecework  basis,  so  speed 
counts.  The  noise  level,  to  an  outsid- 
er, is  overwhelming.  The  windows 
dirty,  the  floors  cement.  There  are  few 
fat  people.  And  no  union  organizers. 

"Seven  years  ago  I  was  paid  $1.75 


Tired  of  look-alike  gasolines? 


[  for  each  blouse  I  made,"  says  Rhee, 
if  walking  over  to  inspect  some  of  the 
finished  garments.  "Today  I  am  paid 
|$1.75  by  my  customers.  Still  the 
same  price.  How  I  make  money? 
-  That's  why  everybody  works  six, 
I  seven  days.  Next  year  we  move  to 
|  New  Jersey,  open  a  15,000-square- 
I  foot  factory,  only  the  newest  ma- 
il chines.  Everybody  will  wear  uni- 
;  forms,  and  goods  will  move  on  con- 
I  veyor  belts.  Nothing  like  this.  This 
is  backward.  I  see  American  contrac- 
[  tors,  they  use  machines  25,  30  years 
I  old.  They  don't  want  to  invest." 
Rhee,  like  other  contractors  in  the 
industry,  gets  his  orders  from  jobbers 
)  who  don't  want  the  headaches  asso- 
;  ciated    with    manufacturing.  Con- 
tracting provides  four  of  every  five 
I  jobs  in  the  garment  center. 

So  far  Rhee  works  mostly  for  small 
i  companies.  Getting  the  big  accounts 
isn't  easy.  He  doesn't  advertise  in  any 
i  trade  publications  because  he  says  no- 
:  body  will  pay  attention.  "Sometimes  I 
!  knock  on  doors  to  get  business,  and 
i  people  look  at  me  like  I  am  a  savage 
because  I  don't  speak  English  right," 
he  says.  "My  daughter,  she  will  spdfak 
!  better.  Nobody  will  call  her  savage. 
|  And  her  children,  they  won't  have  to 
1  work  this  hard." 

Family  and  work  are  wound  togeth- 
!'  er  for  Danny.  He  makes  references  to 


an  aunt,  one  of  his  partners,  with 
whom  he  works  every  day.  But  they 
have  been  forced  to  hire  outside  the 
family  now  that  their  factories  have 
gotten  larger.  "Not  enough  family,  so 
we  hire  people  from  El  Salvador,  Do- 
minican Republic.  They  work  hard, 
but  language  is  problem,"  says  Dan- 
ny. "I  tell  them  we  all  in  this  together. 
They  have  a  problem,  need  to  go  to 
doctor  with  child,  I  give  them  $20. 
One  day,  I  hope  we  can  give  medical 
insurance.  Not  now.  Not  enough 
money." 

Rhee  gets  his  customers  by  word  of 
mouth.  And  hustling.  He  met  one  of 
his  newest  customers,  Thomas  Puis, 
president  of  Donna  Ricco,  Inc.,  a  fast- 
growing  dress  company,  in  the  build- 
ing's elevator.  "I  asked  if  he  was  look- 
ing for  a  contractor,"  says  Rhee. 
"Then  I  introduced  myself  and 
showed  him  my  factories." 

Puis  listened.  Could  Rhee  make 
2,000  dresses  at  $7.50  each?  No  prob- 
lem, said  Rhee. 

"The  work  is  good  quality,  and  it's 
on  time,"  says  Puis,  whose  clothes  are 
sold  in  stores  like  Bloomingdale's  and 
Lord  &.  Taylor.  "They  don't  spare  ex- 
penses when  it  comes  to  new  equip- 
ment, which  makes  them  more  effi- 
cient. And  they  work  Saturdays. 
When  I  call  and  say  I  need  something 
right  away,  it  gets  done." 


Other  things  impressed  Puis,  too. 
"One  of  the  contractors  on  the  floor 
had  a  theft  of  finished  garments,"  he 
recalls.  "I  was  concerned  about  it.  So  I 
expressed  my  concern  to  the  manager 
of  the  [Korean]  shop  and  she  said, 
'Don't  worry,  we  take  care  of  it.'  I 
thought  she  was  giving  me  the  brush- 
off.  It  turned  out  a  tough  former  Kore- 
an army  guy  stays  overnight  when  the 
dresses  are  finished  and  ready  to  be 
shipped."  End  of  worry. 

What's  ahead  for  Rhee?  "Better- 
quality  garments,  because  the  profit 
margins  are  bigger,"  he  says.  "I  can't 
compete  with  the  [cheaper]  imports 
from  Korea.  Even  some  of  my 
friends  have  become  importers.  But 
when  I  have  a  new  factory,  run  Ko- 
rean-style with  everybody  wearing 
uniforms,  I  can  make  money.  Then 
we  open  our  own  store.  Five  years 
from  now,  we  will  do  everything: 
design,  make,  sell." 

Upstairs,  in  his  second  factory,  he 
points  at  some  of  the  more  expensive 
clothes  now  hanging  on  racks,  which 
will  be  sold  by  well-known  compa- 
nies such  as  Spitalnick  and  Judy 
Hornby.  "This  could  cost  $600,  $700 
in  a  store,"  he  says,  picking  up  a  knit- 
ted jacket  that  he  has  finished  for  Judy 
Hornby,  a  New  York  designer.  "Look 
inside.  See,  no  threads  inside  the 
sleeves.  It's  a  clean  finish."  ■ 


urn  your  car  into  an  SU  2000s performer. 

Try  Shell  SU  2000s  Super  Unleaded  gasoline.  It's  different  enough  to  be  patented. 
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Avondale's  employees  have  a  chance  to 
become  capitalists.  But  they'll  have  to  pay 
for  it  with  hard  work. 

The  ownership 
culture 


By  James  Cook 


OVER  THE  NEXT  FEW  YEARS,  Wil- 
liam F.  Connell,  48,  is  going  to 
find  out  firsthand  whether  em- 
ployee ownership  is  the  answer  to 
America's  need  for  higher  industrial 
productivity.  He  heads  Boston-based 
Avondale  Industries,  Inc.  Avondale 
is  a  good  test  case  for  employee  own- 
ership, dependent  as  it  is  on  such 
troubled  traditional  industries  as 
shipbuilding  and  steel,  autos,  rail- 
roads and  utilities. 
Among  other  things, 
Avondale  makes  ships  for 
the  Navy,  processes  scrap 
for  the  steel  industry,  and 
makes  aluminum  cast- 
ings and  heavy  presses  for 
the  auto  industry,  freight 
cars  for  the  railroads  and 
heat  exchangers  for  the 
electric  utilities. 

Avondale  was  liberated 
a  year  ago  by  its  old  own- 
er, Ogden  Corp.,  a  chame- 
leonlike conglomerate 
that  had  decided  to  be- 
come a  service  company. 
Along  with  the  Avondale 
shipyard,  the  deal  also  in- 
cluded such  venerable  in- 
dustrial outfits  as  Luria 
Brothers,  Danly  Machine 
and  the  Ortner  Freight  Car  Co. 

The  deal  was  a  classic  leveraged 
buyout,  but  this  time  it  was  the  em- 
ployees, not  the  managers  alone,  who 
got  most  of  the  equity. 

To  swing  the  deal,  the  Avondale 
employees'  pension  fund,  which  was 
overfunded,  bought  an  annuity  to  cov- 
er its  obligations  and  transferred  the 
excess  $92  million  to  an  Avondale 
Employee  Stock  Ownership  Plan 
(ESOP).  Avondale  itself  borrowed 
$190  million,  which  it  lent  to  the 


plan,  and  with  $282  million  in  hand 
the  ESOP  bought  Avondale  from  Og- 
den on  behalf  of  Avondale's  eligible 
employees. 

As  an  ESOP,  Avondale  had  certain 
advantages  over  the  average  buyout. 
Lower  borrowing  costs,  for  one  thing. 
Federal  law,  designed  to  encourage 
employee  ownership,  provides  a  tax 
break  to  the  Citibank  consortium 
that  put  up  the  $190  million,  and  the 
consortium  passed  on  the  saving  to 
Avondale  in  the  form  of  a  lower  inter- 


Avondale's  Bill  Cornell 

Will  employee  ownership  mean  higher  productivity? 


est  rate.  Avondale  itself  gets  another 
tax  break:  Under  the  same  law,  it  can 
repay  principal  on  its  debt  as  well  as 
the  interest  out  of  pretax  income. 

Right  now  all  but  one  of  Avondale's 
seven  divisions  are  solidly  in  the 
black.  In  the  first  half  Avondale 
earned  $24  million  from  operations, 
with  close  to  $50  million  in  prospect 
for  the  full  year.  So  debt  service 
doesn't  look  like  much  of  a  problem. 
What  does  loom  as  a  problem  is  the 
longer-term  future.  Avondale  is  de- 


pendent on  businesses  such  as  steel, 
autos  and  machinery,  where  foreign 
competition  is  biting  deeply.  Connel] 
is  counting  on  employee  ownership  tc 
improve  productivity. 

"Owners  do  work  harder  and  have  z 
different  outlook.  At  the  shipyard,  foi 
instance,  if  they  run  out  of  work  in 
their  trade,  they  do  whatever  needs  tc 
be  done,"  says  Connell,  the  formei 
Ogden  executive  who  heads  up  the 
company.  In  one  instance,  employees 
agreed  to  eliminate  some  costly  su 
pervisory  positions  in  order  to  stay 
cost-competitive;  in  another,  the) 
opted  to  take  salary  cuts  to  keep  thej 
unit  in  business  and  themselves  irj 
the  stock  ownership  plan. 

"I  keep  saying,"  Connell  explains, 
"you  own  the  company,  but  you  don' 
own  the  job.  If  you  did,  and  it  makes 
the  company  uncompetitive,  ther( 
you  take  everybody  down  the  drain.  H 
you  own  stock,  you  might  as  wel 
paper  your  bedroom  with  it." 

Though  Avondale  is  now  employee 
owned,  it  isn't  owned  by  all  its  em 
ployees,  only  the  nonunion  ones,  most) 
of  whom  work  in  the  shipbuilding 
division.  Out  of  its  10,000-unit  worw 
force,  2,400  aren't  members  of  thej 
ESOP,  and,  as  union  members,  can't 
become  so  unless  their  unions  bargain! 
their  way  in.  Connell  doesn't  expec 
the  Teamsters  and  Steeb 
workers  will  give  up  thcii 
generous  pension  plans  foi 
the  ESOP.  But  other,  less 
affluent  unions  may. 

Another  thorny  prob 
lem  involves  relations 
with  the  old  owner.  Ogden 
still  owns  $108  million  in 
Avondale  preferred,  con 
vertible  into  30%  of  Avon 
%m  dale's  common.  Yet  Avon 
dale  and  the  ESOP  trustees 
Wk  claim  Ogden  inflated 
Avondale's  assets  over  the 
fair  value  of  its  stock  and 
are  suing  to  recover  more 
than  $100  million  from 
Ogden. 

The    Avondale  ESOP 
will  begin  distributing  the 
shares  to  its  employees 
in  amounts  commensurate 
salaries — perhaps 


this  fall, 

with  their  annual 
$85  million  worth  this  year — so  that 
by  the  end  of  the  year  the  employees 
will  own  nearly  a  third  of  the  com- 
pany's common  stock.  Will  that  com- 
mon stock  be  worth  much?  Not  un- 
less the  employees  pay  for  that  stock 
with  sweat  equity  in  the  form  of  hard- 
er work  and  flexible  work  practices. 
Connell  himself  has  no  doubts: 
"What  you  can  get  out  of  the  owner- 
ship culture  is  really  remarkable." 


Rode  Solid 
vlarketWise. 


here's  a  new  call  to  action  at  Prudential-Bache  Securities.  A  clear  and  precise 
efirtition  of  what  we  are. 

^E  ARE  ROCK  SOLID.  One  of  the  strongest  capitalized  investment  firms  in  the 
usiness.  A  company  that's  part  of  the  $120  billion  Prudential,  the  largest,  private, 
on-bank,  financial  institution  in  the  world.  These  unequalled  resources  help  us 
)  serve  investors  in  ways  that  no  one  else  can. 

o,  in  an  investment  climate  where  timeliness  of  information  is  crucial,  we  have 
le  capital  to  lead,  to  innovate.  To  provide  each  broker  with  advanced  information 
^chnology  through  a  microcomputer  at  every  desk.  To  instantaneously  and 
xpertly  develop  and  deliver  individualized  investment  ideas. 

VE  ARE  MARKET  WISE.  We  are  not  content  to  simply  be  observers  or 
ommentators.  We  are  implementors.  Innovators.  Action  takers.  In  good 
conomic  times  and  bad,  no  one  should  be  in  a  better  position  to  develop  sound 
trategies  and  products  for  astute  investors. 

bday,  in  an  era  where  the  best  investment  advice  must  have  no  boundaries  or 
^orders,  ours  is  a  world-class  worldwide  research  group,  global  in  its  perspective, 
vith  80  analysts  in  countries  around  the  world,  as  well  as  the  United  States. 

"he  rock-solid  backing  of  The  Prudential.  Market- wise  thinking  consistently 
onveyed  to  our  clients.  Together  they  become  more  than  a  call  to  action;  they  are 
>ur  commitment  to  excellence. 

Prudential-Bache 


nae,  Prurlenn.n  Bnchr>Spri,rilic«;  Member  S1PC  A  Subsidiary  ol  The  Prudential  v/M  Securities" 


What  does  Japans  proud  old  distiller  Sun- 
tory  Ltd.  intend  to  do  about  its  mature 
domestic  markets  and  the  rising  yen? 


Buy  American 


On  the  prowl  for  more  U.S.  investments. 


By  Marc  Beauchamp 

With  the  dollar  at  150  yen 
my  goodness,  it's  an  oppor 
tunity!"  chortles  George  Har 
ada,  head  of  U.S.  operations  for  Sun 
tory  Ltd.,  Japan's  leading  distillcri 
"Everything  is  more  reasonable." 

There  is  only  one  way  to  interpre 
that  comment:  Suntory  is  actively 
prowling  for  more  U.S.  businesses  t< 
buy.  Partly  because  it  wants  to.  Parti} 
because  it  has  to. 

Giant  Suntory — its  unconsolidated 
sales  approach  $5  billion — is  privately 
owned  by  Osaka's  Keizo  Saji,  65,  anc 
his  family.  The  company  was  founded 
by  Sap's  father,  Shinjiro  Torn,  ir 
1899.  Its  first  product:  Akadama,  a 
sweet  wine  still  sold  in  Japan  and  now 
developing  a  modest  following  in  the 
U.S.  In  the  late  1920s  Torn  blended 
Japan's  first  whiskey  and  spent  the 
rest  of  his  life  selling  the  Japanese  or 
its  virtues.  Quite  a  salesman,  old  To 
rii:  Japan  is  now  the  world's  second| 
largest  whiskey  market,  after  the 
U.S.,  and  Suntory,  with  70%  of  Ja 
pan's  $5.5  billion  market,  is  Japan's 
undisputed  whiskey  king. 

Suntory's  course,  however,  has 
grown  choppy.  Japanese  drinkers,  dike 
U.S.  drinkers,  are  losing  their  taste  foi 
blended  whiskey,  Scotch  and  othei 
"brown  goods."  Stiff  new  Japanese  li 
quor  taxes  have  also  helped  drive  Sun 
tory's  pretax  profits  down  more  thar 
40%  (in  yen)  in  the  past  two  years,  tc 
$147  million  for  the  fiscal  year  endec 
last  March.  Suntory  missed  the  boorr 
in  shochu,  a  potent  clear  liquoi 
(Forbes,  July  1.  1985),  another  reason 
sales  are  off  10%  since  1984. 

The  performance  is  the  more  em< 
barrassing  given  the  various  tariff  anc 
nontanff  trade  barriers  that  have  all 
but  closed  the  Japanese  market  to  for- 
eign wines  and  spirits.  Japan  ran  a  $5 
million  surplus  against  the  U.S.  in 
trading  beer,  wine  and  spirits  last 
year,  says  Robert  Cornell,  deputy  as- 
sistant secretary  of  the  U.S.  Treasury, 
negotiating  with  the  Japanese  on 
trade  in  liquor.  Another  Treasury  offi- 
cial points  out  that  a  750ml  bottle  ol 
8-year-old  Wild  Turkey  bourbon  costs 
$65-,  five  times  its  U.S.  price,  while  a 
bottle  of  Suntory  Old  whiskey  fetches 
$20.  The  Suntory  people  probably  re- 
alize that  their  protective  trade  cur- 
tain must  eventually  part.  That  will 
press  domestic  whiskey  margins  even 
harder. 

Suntory  has  pursued  the  obvious 
solution — diversification,  by  place 
and  by  product — for  years.  In  1963  it 
entered  the  beer  business.  Its  Penguin! 
Boy  brand  of  canned  draft  beer  has) 
caught  on,  but  even  so,  Suntory  today 
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Some  days,  don't  you  feel  like  you're 
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can  claim  only  10%  of  Japan's  fiercely 
competitive  beer  market.  Last  year 
was  the  first  in  which  Suntory  made 
money  on  beer.  Saji  also  has  pushed 
into  wine,  soft  drinks,  juice  drinks, 
canned  and  frozen  foods  and  even  into 
restaurants.  Additionally,  Suntory 
markets  Budwciser  beer  and  Haagen- 
Dazs  ice  cream  in  Japan.  Further 
afield,  Saji  has  entered  joint  ventures 
to  publish  Japanese  versions  of  News- 
week and  the  Encyclopaedia  Britannia* 
and  moved  into  biotechnology. 

The  effort  to  sell  overseas  has  been 
equally  breathtaking.  Suntory  oper- 
ates expensive  Japanese  restaurants 
(where  teppan  yaki  chefs,  usually  with 
much  fanfare,  prepare  and  cook  food 
at  diners'  tables)  in  London,  Mexico 
City,  Milan,  Honolulu  and  elsewhere. 
Suntory  brews  beer  in  China  and  sells 
pasta  and  noodles  in  Brazil.  In  the  U.S. 
it  produces  wine  (California's  Cha- 
teau St.  Jean,  and  a  partnership  with 
the  Firestone  family  in  another  Cali- 
fornia winery)  and  bottled  water  (New 
Orleans'  Kentwood  Spring  Water). 

But  where's  the  payoff?  Impressive 
as  all  the  diversification  might  ap- 
pear, foreign  operations  still  account 
for  only  5%  or  6%  of  sales.  Most  of 
Suntory's  sales,  about  65%  last  year, 
continue  to  pour  from  patriarch  Shin- 
jiro  Torii's  whiskey  business. 

U.S.  profits  on  alcohol  have  re- 
mained elusive.  Suntory  has  had  only 
modest  success  selling  whiskey,  beer 
and  Midori,  a  melon-flavored  liqueur. 
Around  $160  million  of  Suntory's 
$200  million  in  U.S.  revenues  last 
year  came  from  Pepcom  Industries, 
Inc.,  a  Long  Island-  and  North  Caroli- 
na-based Pepsi-Cola  bottling  compa- 
ny. Suntory  acquired  the  assets  in 
1980  for  $100  million— a  very  high 
price  in  yen,  considering  the  Japanese 
currency  now  buys  60%  more  dollars 
than  it  did  in  1980. 

But  Japanese  managers  are  re- 
nowned for  their  tenacity.  Tokyo- 
based  Hajime  Orita,  general  manager 
of  Suntory's  international  division, 
tells  Forbes  he  intends  to  quintuple 
Suntory's  U.S.  revenues,  to  $1  billion 
annually,  within  three  years.  George 
Harada,  Suntory's  U.S.  point  man, 
says,  "We're  actively  talking  to  peo- 
ple" about  U.S.  investments. 

What's  on  Orita  and  Harada's  shop- 
ping list?  First,  expect  them  to  expand 
Suntory's  soft  drink  bottling  business. 
"We  want  to  get  much  more  involved 
with  Pepsi,"  says  Harada,  "until  we're 
one  of  their  more  important  franchi- 
sees." He  hints  that  Suntory  might 
also  buy  a  soda  line.  "Some  [soda 
companies]  are  available,"  says  Har- 
ada cryptically. 

Look,  too,  for  added  investment  in 


bottled  water.  Suntory's  Kentwood, 
the  seventh-largest  bottled  water  firm 
in  the  country,  has  70%  of  the  Louisi- 
ana market  and  also  serves  parts  of 
four  neighboring  states.  "We  want  to 
become  one  of  the  top  bottled  water 
people  in  the  States,"  says  Harada. 
"This  is  a  growth  area.  It's  changing 
from  mom  and  pop  to  corporate  struc- 
ture. Suntory  has  sold  water  for  years 
in  Japan.  It's  nothing  new  for  us." 

Food?  Orita  nods.  "It's  hard  to  de- 
velop a  market  for  food,"  he  says,  "so 
we're  thinking  of  buying  an  already 
established  food  company."  Adds 
Harada:  "The  only  way  to  go  is  a  na- 
tional company,  a  household  name,  or 
a  regional  brand  that's  really  strong." 


By  James  Cook 

AFTER  A  ROUGH  PERIOD,  things 
are  looking  up  for  Chairman 
k  Paul  Schmechel,  of  Butte's 
Montana  Power  Corp.  Montana  Pow- 
er took  its  lumps  when  Arco  closed 
down  Anaconda's  vast  Montana  min- 
ing operations  three  years  ago. 
Schmechel  also  faced  the  Montana 
Public  Service  Commission,  and  that, 
by  general  consensus,  is  about  the 
toughest  in  the  U.S. 

The  commission's  members  are 
elected  directly  rather  than  appoint- 
ed. No  one  has  yet  been  elected  to 
anything  by  promising  to  raise  utility 
rates,  so  it  is  no  surprise  that  the 
commissioners  have  not  been  terribly 
interested  in  whether  Montana  Power 
did  or  didn't  earn  a  fair  return  on  its 
investments. 

Thanks  to  its  hydroelectric  re- 
sources, MPC  boasts  some  of  the  low- 
est rates  in  the  U.S.,  but  that  didn't 
keep  the  PSC  from  deciding  five  years 
ago  that  the  coal  supply  contracts  the 
company  had  with  its  Western  Energy 
mining  subsidiary  were  not  suffi- 


Orita  says  the  company  also  will  open 
Japanese  restaurants  in  Boston  and 
Chicago  by  year-end. 

One  resource  this  proud  old  compa- 
ny doesn't  lack  is  money.  By  Orita's 
estimate,  Suntory  has  "liquid  assets" 
of  $2.8  billion.  "We  can,"  he  says, 
"borrow  from  a  lot  of  places."  Agrees 
Harada:  "Financing  is  the  least  of  our 
problems.  The  most  important  thing 
is  to  find  desirable  targets  with  good 
local  management.  We'll  go  anywhere 
for  business." 

Armed  with  a  strong  currency  and 
already  familiar  with  the  wealth  of 
U.S.  business  opportunities,  Harada 
makes  it  clear  most  of  those  targets 
will  be  on  this  side  of  the  Pacific.  ■ 


ciently  arm's  length.  To  compensate, 
the  PSC  disallowed  part  of  the  cost 
that  the  parent  paid  to  Western  Ener- 
gy for  coal. 

Then  Schmechel  and  his  board  pro- 
posed doing  what  a  lot  of  big  U.S. 
utilities  are  doing  these  days,  becom- 
ing a  holding  company  so  it  could 
diversify  more  easily.  "We  thought 
we'd  have  a  lot  more  flexibility  in 
financing,"  Schmechel  says.  But  the 
Montana  commission  didn't  buy  that 
argument.  The  Milwaukee  railroad 
became  a  holding  company  and  went 
bankrupt.  Anaconda  disappeared  into 
Arco  and  soon  went  out  of  business. 
The  commission  was  having  nothing 
to  do  with  holding  companies.  "That 
proved  to  be  politically  not  doable," 
Schmechel  says,  "not  in  a  state  with 
only  825,000  people." 

But  the  fat  was  really  in  the  fire 
three  years  ago  when  Montana  Power 
brought  its  mine-mouth  Colstnp  3 
plant  into  operation,  trotted  off  to  the 
commission  with  a  request  for  a  $96.4 
million  rate  increase,  and  got  $4  mil- 
lion, nothing  to  cover  the  costs  of 
Colstrip  3.  According  to  the  PSC,  the 


Montana  Power  was  long  one  of  the  na- 
tions most  put-upon  utilities.  But  things 
are  looking  up  now. 

Spring  at  last? 
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The  concert  continues 
with  the  Ford  JBL  Audio  System. 


Imagine  the  music  of  12  speakers  driven  by  140  watts... 


ust  imagine  a  car  audio 
ystem  that  could  really  deliver 
nusic  as  rich  and  powerful  as 
live  concert. 

nagine  the  music  emanating 
rom  12  speakers — 12 
^dividual  JBL  speakers — 
pecifically  equalized  and 
djusted  to  the  surrounding 
nvironment  and  deftly 
apable  of  reproducing 
ligitally  accurate  full-range, 
ligh  fidelity  sound. 


Imagine  the  sheer  impact  of 
140  watts  of  total  system 
power.  Ample  power  to 
virtually  eliminate  distortion 
for  the  most  comfortable 
listening — even  at  high 
volume  for  very  long  periods 
of  time. 

Then  stop  imagining  and  hear 
the  real  thing  for  yourself, 
exclusively  at  your  Lincoln- 
Mercury  dealer  today. 


JBL  loudspeakers  are  featured  in 
world  renowned  sound  systems 
everywhere,  including  Tokyo's 
NHK  Hall,  Los  Angeles  Music 
Center,  Tanglewood  Music  Shed, 
Frankfurt  Opera  House  and  now 
the  Lincoln  Continental  and  the 
Lincoln  Town  Car. 
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plant  wasn't  needed  at  all,  so  why 
should  the  customers  pay  for  it- 
"They  turned  that  down,"  Schmechel 
says,  "and  it  created  quite  a  lot  of 
fairly  deep  wounds." 

It  also  rocked  the  company  to  its 
foundations.  MPC's  earnings  fell  by 
half  in  a  single  year,  the  dividend  had 
to  be  cut  from  70  cents  to  50  cents  a 
quarter,  and  MPC's  common  went 
from  30  to  16.  The  two  parties  feuded 
in  the  courts. 

But  just  when  things  looked  black- 
est, Montana's  political  commission- 
ers got  a  bit  of  a  shock.  The  winters  of 
1984  and  1985  were  extraordinarily 
cold.  Thus  the  Colstrip  was  needed, 
after  all.  Eventually  both  sides  sim- 
mered down  enough  to  work  out  a 
deal  under  which  the  PSC  agreed  to  an 
$82  million  increase,  but  phased  it  in 
over  eight  years. 

MPC  had  another  unit  nearing 
completion  at  Colstrip  that  was  every 
bit  as  costly.  MPC  itself  couldn't  hope 
to  use  any  of  its  output  before  1992,  so 
Schmechel  threw  up  his  hands  at  try- 
ing to  recover  the  cost  through  the 
rate  structure.  "We  didn't  think  that 
the  Montana  public  would  stand  for 
much  more  than  we'd  already  had  to 
ask,  so  we  removed  it  from  the  public 
agenda."  Instead,  Schmechel  worked 
out  a  deal  to  sell  MPC's  30%  interest 
in  the  plant,  called  Colstrip  4,  to  a 
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WE  TAKE 
A  FRESH  APPROACH 
TO  YOUR 

BUSINESS. 


The  lobster,  like  all  delicacies  of  the  deep,  is  a  sensitive 
soul.  Temperature-sensitive,  in  this  instance.  That's  why 
Barnacle  Seafood  Co.  in  Miami  relies  on  Ryder.  And 
maybe  it's  why  you  should,  too.  Whether  you  lease  one 


refrigerated  tmck  or  a  fleet  of  trailers,  whether  you  deliver 
across  towTi  or  across  the  country,  we'll  take  care  of  you 
every  mile  of  the  way.  With  a  strong  preventive  mainte- 
nance program.  Emergency  road  service,  nationwide. 


consortium  of  Shell  Oil,  General  Elec- 
tric and  Drexel  Burnham,  and  used 
the  proceeds  to  retire  $200  million  in 
debt  and  preferred. 

It  wasn't  a  great  deal:  There  was  a 
modest  profit,  but  the  deal  called  on 
Montana  Power  to  buy  the  electricity, 
which  it  had  to  resell  at  a  loss,  so  that 
Montana  Power  may  yet  sell  off  those 
leases  as  well. 

The  good  news  is  that  MPC's  regu- 
latory problems  seem  over  at  last. 
MPC  is  committed  to  holding  the  line 
on  rates,  other  than  those  that  are 
being  phased  in,  and  Schmechel  plans 
to  keep  his  construction  expenditures 
carefully  under  control,  investing 
only  enough  new  money  to  maintain 
the  rate  base. 

Schmechel  now  can  concentrate  on 
some  other  rather  promising  invest- 
ment opportunities.  Coal  mines  and 
other  nonutility  operations  provided 
32%  of  last  year's  $57  million  in  in- 
come before  special  credits.  Coal  pro- 
duction in  Montana  is  leveling  off, 
but  in  Texas  MPC  is  developing  the 
Jewett  lignite  mine  to  supply  Hous- 
ton Lighting  &  Power's  new  Lime- 
stone power  plant.  Jewett  will  pro- 
duce 4.4  million  tons  this  year,  up 
from  793,000  in  1985,  with  6  million 
in  prospect  for  1987,  7.7  million  for 
1988.  And  as  Jewett  nears  full  produc- 
tion, Schmechel  has  hopes  of  getting 


another  new  mine  into  production,  in 
Alabama,  as  early  as  1987. 

Coal  is  just  a  beginning.  Schmechel 
has  the  Chartam  gold  property  near- 
ing  the  development  stage  near  Hele- 
na and  is  looking  for  lead,  zinc,  copper 
and  precious  metals  on  some  800,000 
acres  of  Montana  mining  rights  ac- 
quired from  Anaconda  last  year.  He 
also  has  formed  a  partnership  with  a 
Brazilian  firm  to  develop  a  gold  mine 
in  Brazil  and  to  explore  joint  ventures 
in  both  the  U.S.  and  Brazil  in  gold, 
coal  and  other  minerals.  He  has  three 
startup  companies  under  way  to  ex- 
ploit MPC's  expertise  in  microwave 
communications,  power  plant  auto- 
mation products  and  hazardous  waste 
disposal. 

Last  year  MPC's  earnings  (before  a 
nonrecurring  credit)  were  still  nearly 
40%  below  their  1983  high,  but  they 
were  up  10%  from  the  1984  trough 
and  up  another  20%  in  the  first  half  of 
this  year.  Earnings  should  continue  to 
rise  for  some  years  to  come — partly 
because  of  the  rate  phase-in  and  partly 
because  of  new  coal  production  in 
Texas  and  conceivably  Alabama. 
MPC's  common  has  recovered  all  its 
lost  ground  and  then  some.  For  Mon- 
tana Power,  as  for  lots  of  other  U.S. 
utilities,  the  immediate  future  looks  a 
lot  more  hopeful  than  the  recent  past 
has  been.  ■ 


Readily  available  backup  vehicles.  And  a  national  network 
of  Ryder  locations  that  can  service  all  your  equipment, 
including  refrigerated  units,  in  one  place.  So,  if  your  busi- 
ness depends  on  temperature-controlled  transportation, 


talk  to  your  Ryder  representative.  We  can  help  keep  your 
distribution  system  out  of  hot  water. 
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Sign  of  the  times:  Hedge  funds  are  raking 
in  a  lot  of  new  investors.  Good  luck,  folks. 


Hedge  fund 
redux 


By  Mary  Kuntz 


It's  not  proof  of  a  market  top,  but 
it's  suggestive:  The  hedge  funds 
are  back.  These  private,  unregis- 
tered mutual  funds  mushroomed  in 
the  go-go  bull  market  of  the  late 
1960s,  then  lost  a  mound  of  money 
and,  excepting  a  handful  of  genuinely 
proficient  ones,  largely  vanished  from 
view.  Memories  of  the  disasters  have 
faded.  Now  word  is  getting  out  about 
the  fabulous  profits  that  can  be  made 
in  private  funds.  A  few 
of  the  gains:  Julian  Rob- 
ertson's Tiger  fund  (up 
40%  a  year  after  fees 
over  the  past  six  years), 
Michael  Steinhardt's 
Steinhardt  Partners 
(27%  a  year  since  1967), 
Tweedy,  Browne's  TBK 
Partners  (16%   a  year 
since  1968).  The  fund 
operators  can't  legally 
advertise  their  results, 
but  they  can  confirm  to 
insistent   reporters  or 
customers  the  stories  of 
their  great  genius. 

And  so  the  public  is 
clamoring  to  be  let 
Stolper,  a  San  Diego  consultant  who 
finds  money  managers  for  rich  people, 
is  thinking  of  adding  a  new  division  to 
follow  hedge  funds.  B.  Hauptman  & 
Associates  in  Fairfield,  Iowa,  another 
evaluator  of  money  managers,  is  plan- 
ning to  start  a  hedge  fund  that  will 
invest  in  other  hedge  funds.  Peter 
Uys,  a  33-year-old  former  analyst 
with  Equitable,  runs  a  hedge  fund  out 
of  his  apartment,  with  assets  of 
$300,000  and  a  $10,000  minimum. 

What's  a  hedge  fund?  A  nonpublic 
investment  pool.  But  if  you  have  to 
ask,  you  probably  can't  afford  to  get 
into  one.  Minimum  investments  usu- 


in.  Michael 


ally  run  around  $250,000  or  more.  In 
order  to  keep  their  unregulated  status, 
the  funds  insist  that  most  investors  be 
"accredited";  that  is,  have  a  certain 
minimum  income  or  net  worth. 

Although  not  all  do  so,  a  hedge  fund 
has  great  freedom  to  go  short  and  to 
use  options  and  leverage.  Hence  the 
term  "hedge,"  meaning  that  such  a 
fund  can  be  on  both  the  long  and  short 
side  of  the  market  simultaneously. 

Most  hedge  fund  managers  collect 
20%  of  the  fund's  profits  in  lieu  of  a 
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flat  management  fee.  In  public  funds, 
the  Securities  &  Exchange  Commis- 
sion outlaws  performance  fees  like 
this,  which  is  why  the  hedgies  are 
cautious  about  who  they  take  in.  That 
allows  them  to  maintain  the  fiction 
that  they  are  private,  not  public. 

A  fee  set  at  20%  of  gains  sounds 
fair,  at  first — the  manager  collects 
only  if  he  makes  money.  But  what  if 
he  loses  money?  No  20%  sharing 
there.  What  if-  the  fund  makes  big 
gains  one  year  and  gives  it  all  back  the 
next?  The  managers  still  get  to  keep 
their  piece  of  the  first  year's  action. 
Not  a  fair  bet  at  all. 

Yet  with  the  market  aboil,  even 


usually  staid  pension  funds — such  , 
Xerox' — are  getting  in  on  the  actio 
Hedge  hinder  Randolph  Updyke 
Philadelphia  has  one  limited  partne 
ship  just  for  pension  clients. 

Why  do  people  fight  to  get  in 
these  exclusive  investment  club 
One  reason  may  be  the  very  difficult 
of  being  accepted.  Says  Peter  D 
Cicco,  vice  president  with  Hauptmai 
"They  want  people  who  have  a  ce 
tarn  level  of  sophistication."  That 
because  of  the  SEC  restrictions,  but 
serves  to  give  an  aura  of  prestige  t 
members. 

Sometimes  a  hedge  fund,  contrar 
to  SEC  rules,  takes  unsophisticate 
investors.  Just  ask  the  investors  i| 
Steve  Kuna  &  Associates,  a  hedg. 
fund  set  up  in  1979  to  trade  option: 
Kuna  lost  over  $2  million  in  fou 
months  by  writing  naked  calls,  a! 
most  wiping  out  the  partnership's  as 
sets.  The  monthly  reports  sent  to  in 
vestors,  however,  continued  to  sho\ 
modest  gains.  Kuna  is  completing 
two-year  jail  sentence. 

But  being  "sophisticated"  is  oftei 
scant  protection.  Partners  in  Guaj 
ente-Harrington  Associates  include 
Laurence  Tisch,  chairman  of  Loew 
Corp.;  Robert  Evans,  the  movie  pre 
ducer;  and  Dan  Lufkin,  cofounder  a 
Donaldson,  Lufkin  &  Jenrette.  The 
lost  over  half  their  in] 
vestment  in  1969  anil 

  1970.  In  the  euphoria  oj 

the  times,  Guarente 
Harrington  had  bet  bij 
on  unregistered  securi 
ties.  A  lawsuit,  late 
withdrawn,  claimed  th 
general  partners  go 
their  own  money  ou 
before  owning  up  to  th 
devastating  losses. 

That  happened  long 
ago,  but  then  one  musl 
go  back  a  long  way  tc) 
find  markets  like  th' 
present.  Buried  in  th 
pawck McDonnell  wreckage  of  the  1969 
1971  and  1973-74  market  declines 
were  dozens  of  hedge  funds,  which 
were  supposed  to  achieve  the  same 
fabulous  results  in  down  or  up  mar- 
kets. According  to  a  1971  SEC  study, 
the  assets  of  the  28  largest  hedge 
funds  had  swelled  to  just  over  $1  bil- 
lion by  the  end  of  1968.  Within  19 
months  they  had  lost  70%  in  with- 
drawals and  losses. 

Yes,  some  real  investment  artists 
run  some  of  these  funds,  but  even 
they  are  far  from  infallible.  But  re- 
member this:  The  famous  funds  with 
the  fabulous  numbers  are  the  survi- 
vors. The  ones  that  wiped  out  their 
investors  aren't  around  to  talk.  ■ 
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There  seems  to  be  something  for  everyone 
in  the  idea  of  packaging  some  of  Uncle 
Sam  s  loans for  resale.  But  is  the  price  right? 


Junk  bonds 
from  Uncle  Sam? 


By  Janet  Novack 


ADD  UP  THE  MONEY  all  SOrtS  of 
people  and  organizations  have 
i  borrowed  from  Uncle  Sam — 
farmers,  towns,  small  businesses  and 
colleges,  to  name  a  few — and  you  get  a 
loan  portfolio  of  $247  billion.  The 
Reagan  Administration  is  now  hard  at 
work  on  plans  to  sell  off  bits  and 
pieces,  hoping  to  bring  in  some  ur- 
gently needed  cash  and,  while  it  is  at 
it,  score  an  ideological  point. 

The  idea,  quarterbacked  by  James 
C.  Miller  III,  director  of  the  Office  of 
Management  &  Budget,  is 
that     private  investment 
bankers  would  be  allowed  to 
package  a  federal  agency's 
loans  for  resale  to  investors 
in  much  the  same  way  that 
investment  bankers  are  a 
ready  packaging 
mortgages. 

There  would 
seem  to  be  some- 
thing for  everyone 
in  this  idea — reve- 
nues for  a  hard- 
pressed  Congress 
(OMB  plans  would 
raise  $1.76  billion 


from  such  sales  in  fiscal  1987),  con- 
sulting and  underwriting  fees  for  Wall 
Street,  and  a  chance  for  Reagan  Ad- 
ministration free  marketers  to  pro- 
mote privatization  and  expose  some 
government  agencies'  appallingly 
haphazard  loan  documentation  and 
collection  practices. 

Is  there  a  catch?  Of  course.  In  many 
cases  Washington  will  have  to  spend 
serious  money,  so  bad 
are  some  agencies'  re- 
cords, just  to  put  its  pa- 
H       perwork  in  good  enough 


order  for  prospective  underwriters  to 
know  what  they  are  bidding  on.  Then 
Wall  Streeters,  after  they  have  cherry 
picked  the  best  loans,  will  demand  so 
stiff  a  discount  for  lower-quality  loans 
that  it  may  be  cheaper  in  the  long  run 
for  the  government  to  hold  them.  All 
in  all,  the  OMB's  drive  to  realize  more 
cash  sooner  from  Uncle  Sam's  huge 
loan  portfolio,  however  sensible  in 
theory,  has  the  makings  of  a  bad  deal 
for  taxpayers. 

Consider  the  Department  of  Educa- 
tion's $2.2  billion  college  dormitory 
loan  portfolio,  much  of  it  slated  to  be 
sold  off  in  fiscal  1987,  which  begins 
Oct.  1.  By  government  standards  it's  a 
class  portfolio;  96%  of  3,076  loans 
outstanding  (average  size,  $709,164) 
are  current.  Nevertheless,  Smith  Bar- 
ney, Harris  Upham  &.  Co.  estimated 
in  a  study  for  the  department  that 
without  federal  guarantees  the  net 
proceeds  would  come  to  just  under 
half  the  $2.2  billion  face  amount — 
that,  after  some  $90.8  million  in  pa- 
perwork and  underwriting  costs. 

The  Small  Business  Administra- 
tion's $4.4  billion  portfolio  of  215,000 
disaster  loans  to  businesses,  farmers 
and  homeowners,  also  on  OMB's  sales 
list,  is  likely  to  yield  even  less.  About 
29%  of  the  loans  (in  dollar  value)  are 
delinquent,  says  SBA  Associate  Depu- 
ty Administrator  Robert  A.  Turnbull. 
OMB  estimates  the  portfolio  will  net 
Washington  less  than  37  cents  per 
dollar  of  face  value. 

OMB  is  even  considering  selling 
some  of  the  defaulted  student  loans. 
It's  a  tough  call.  While  the  govern- 
ment has  historically  done  a  poor  job 
of  collecting  such  defaulted  debts, 
there  are  signs  of  improvement.  Edu- 
cation and  other  departments  are  hir- 
ing private  collectors  on  a  commis- 
sion basis.  What's  more,  Congress 
now  allows  agencies  to  use 
the  IRS  to  track  debtors 
and,  beginning  this  year, 
withhold  their  tax  refunds. 
(The  take  so  far:  $148  mil- 
lion.) It's  improbable  pri- 
vate collectors  would  get 
such  access. 


Still,  Wall  Street  and  Washington 
are  pushing  ahead.  Thirty-seven  bro- 
kerage houses,  banks  and  other  bid- 
ders have  told  the  Farmers  Home  Ad- 
ministration they  want  to  participate 
in  the  planned  sale  of  about  $800  mil- 
lion of  its  rural  community  loan  port- 
folio. "To  my  knowledge  every  Wall 
Street  firm  has  asked  to  be  an  under- 
writer or  an  adviser  [to  FmHA]  or 
both,"  says  Eric  P.  Thor,  the  FmHA's 
associate  administrator. 

The  FmHA  portfolio  of  loans  to 
small  communities  for  water  projects 
and  the  like  will  probably  be  not  only 
the  first  but  also  the  most  desirable 
portfolio  on  the  block.  The  delinquen- 
cy rate  is  just  0. 1%  on  the  $8.5  billion 
portfolio,  which  contains  a  mix  of 
general  obligation,  revenue  and  spe- 
cial assessment  bonds  and  mortgage- 
backed  loans.  Paperwork  is  in  fairly 
good  order.  Even  so,  the  FmHA  figures 
it  could  net  as  little  as  63  cents  on  the 
dollar,  though  it  hopes  for  more. 

More  than  dollars-and-cents  con- 
cerns are  at  stake  in  the  OMB's  plans 
to  package  and  resell  federal  loans.  It 
must  be  remembered  that  some  agen- 
cies adopt  liberal  repayment  policies 
for  political  reasons.  Congress,  pre- 
sumably, is  unlikely  to  tolerate  a 
crackdown  on  farm  loans  that  wind 
up  being  held  by  private  investors. 

And  more  than  generally  accepted 
accounting  principles  may  determine 
the  quality  of  an  agency's  portfolio. 
Thus,  it's  for  reasons  of  state,  presum- 
ably, that  the  Export-Import  Bank 
hasn't  written  off  $36  million  in  loans 
to  Cuba  made  between  1951  and  1958. 
The  bank  just  keeps  adding  unpaid 
interest  to  the  total  and  figures  Cuba 
now  owes  more  than  $88  million. 

Despite  such  complications,  Wall 
Street  is  eager  to  rush  in.  There  are,  of 
course,  the  fees  to  be  made  in  selling 
even  dud  loans.  But  beyond  that,  un- 
derwriters have  their  eye  on  more 
than  the  existing  government  portfo- 
lio. Ultimately,  they  would  like  to 
package  and  sell  loans  as  they  are  orig- 
inated, on  the  model  of  the  mortgage 
market.  "This  is  the  next  logical  step 
after  securitizing  mortgages  and  car 
payments,"  says  Thor,  a  former  in- 
vestment banker  himself.  Five  or 
more  years  down  the  road,  says 
OMB's  deputy  director,  Joseph  R. 
Wright  Jr.,  who  heads  an  interagency 
group  coordinating  the  loan  sales,  "I 
could  very  easily  see  a  market  of  over 
$20  billion  a  year." 

The  private  sector  sees  big  potential, 
too.  Miner  H.  Warner,  manager  of  Sal- 
omon Brothers'  government  finance 
group,  figures  that  in  addition  to  new 
loans,  "tens  of  billions"  of  existing 
government  loans  could,  with  some 


private  credit  enhancement — partial 
insurance,  say,  or  overcollatcraliza- 
tion — win  investment-grade  ratings 
and  be  sold  at  "quality  prices." 

Almost  endless  variants  are  possi- 
ble. For  example,  although  details 
have  not  yet  been  decided,  the 
FmHA's  Thor  thinks  it  likely  that  his 
agency's  loans  will  be  sold  in  pools  of 
$  100  million  or  more,  fashioned  into  a 
unit  trust  or  a  passthrough  security. 
Despite  OMB  rules  requiring  that  the 
issue  be  subject  to  federal  taxes,  the 
FmHA  paper  could  be  packaged  to 
carry  state  tax  exemptions.  (More 
than  $250  million  of  the  loans  are  to 
New  York  municipalities.) 

Jay  Moorhead,  an  E.F.  Hutton  vice 
president  and  former  head  of  the 
White  House's  Office  of  Private  Sec- 
tor Initiatives,  sees  "a  major  market 
for  Wall  Street"  in  all  this — with  one 
caveat.  "If  it  is  perceived  that  the  tax- 
payer is  getting  a  raw  deal,  then  ulti- 
mately these  deals  won't  work,"  he 
says.  "That's  something  the  firms 


that  put  together  the  bids  have  to  be 
cognizant  of." 

Salomon's  Miner  Warner  has  a  ca- 
veat, too.  He  likes  the  OMB  scheme 
only  if  it  results  in  quality  merchan- 
dise. Anything  else  from  Uncle  Sam's 
portfolio,  he  warns,  would  be  "sub- 
junk."  He  adds:  "We  don't  think  the 
government  should  be  interested  in 
selling  junk  because  the  proceeds,  at 
fire  sale  prices,  would  be  so  low." 

Joe  Wright  insists  OMB  won't  let 
the  pilot  program  turn  into  a  fire  sale. 
But  there  is  reason  to  think  that  Rea- 
gan's OMB,  which  considers  the  sales 
an  element  in  its  assault  on  shoddy 
government  loan  practices,  won't 
mind  risking  a  few  loan  sales  lemonsi 
(and  taxpayer  dollars)  in  an  attempt  to 
make  ideological  lemonade.  Says 
Wright:  "This  entire  exercise  is  going 
to  show  some  of  the  real  weaknesses 
in  the  effectiveness  of  the  federal  col- 
lection process." 

The  question  remains:  Will  the| 
price  be  right?  ■ 


Shamrock  Holdings'  Roy  Disney  speaks 
softly  but  carries  a  big  bank  balance,  which 
he  often  uses  on  troubled  companies. 

The  wonderful 
world  of 
Roy  Disney 


watch.  Maybe,  if  you're  on  their  list 
to  fear.  Through  Roy's  wholly  ownec 
Shamrock  Holdings,  Inc.,  Disney  ano 
Gold  have  in  the  past  24  month: 
kicked  out  Walt  Disney  Co.'s  ole 
management  and  brought  in  hand 
picked  successors.  Disney  helpeo 
back  Boone  Pickens'  attack  on  Unoca 
and  Sam  Heyman's  on  Union  Car 
bide.  Last  year  he  bought  Fort  Wayne 
Ind.'s  Central  Soya  Co.,  the  $1.5  bill 
lion  (sales)  soybean  processing  com 
pany.  This  year  he  has  also  purchase< 
a  controlling  interest  in  Enterra  Corp 
and  big  stakes  in  Chicago  ad  agenc 
Foote,  Cone  &  Belding  Communica 
tions  and  Colorado's  Holly  Suga 
Corp.  Several  other  investments  go  ti 
make  up  Disney's  Shamrock  Hold 
ings.  Shamrock's  current  worth,  evei 
after    the    recent    market  plunge 


By  John  Heins 


Hollywood's  Roy  E.  Disney  is 
not  your  typical  financier.  The 
son  of  Roy  O.  Disney,  Walt's 
brother  and  the  cofounder  of  Walt 
Disney  Productions  (now  Walt  Dis- 
ney Co.),  he  has  worked  almost  exclu- 
sively on  the  creative  side  of  the  mov- 
ie business,  hardly  a  crucible  for  a 
steely  businessman.  Soft-spoken  and 
self-effacing,  he  wears  short  sleeve 
dress  shirts  and  deck  shoes  to  his  of- 
fices in  Burbank.  His  wife,  Patty,  talks 
brightly  of  being  "turned  on"  by  the 
"feeling  of  power"  at  Mike  Milken's 
junk  bond  conference  held  earlier  this 
year. 

Don't  be  misled.  Roy  Disney, 
teamed  with  his  longtime  friend  and 
lawyer  Stanley  Gold,  are  investors  to 


rom  Strength 


Nomura  Securities  is  Japan's  premier 
investment  tanking  and  securities 
company.  With  our  international  network 
extending  to  28  offices  in  19  countries,  we 
have  established  comprehensive  strengths 
to  serve  worldwide  clients  in  die  various 
areas  of  securities  business,  in 
underwriting,  distributing  and  trading  in 
bonds  and  stocks. 

Nomura  has  the  research  and  analysis 
resources,  the  proven  creative  skill  to 
operate  at  the  leading  edge  of  competition 
in  the  world's  fast-changing  and 
increasingly  integrated  capital  markets. 

We  concentrate  these  strengths  at  one 
point  —  behind  the  client  Their  satis- 
faction explains  our  continuing  growth. 


^NOMURA 

THE  NOMURA  SECURITIES  CO.,  LTD. 

Tokyo  Head  Office  Tel:  (03)  211-1811,  21 1-381 1 


Nomura  Securities  international,  Inc.  mc  k  sih 

New  York  Head  Office  Tel:  (212)  208-9300 
( iicagb  Office  Tel:  (312)  372-0786 
I  a  is  Angeles  ( Mike  Tel.-  (213)  626-930 1 
Sun  Francisco  ( )ffice  Tel:  (415)  788-0700 
Honolulu  Ollk-e  Tel:  (808)  538-3837 
The  Nomura  Seeurities  Co.,  Ltd. 
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ARTIFICIAL  INTELLIGENCE 
IS  GIVING  ONE  OF  THESE 
TWO  DUMMIES  A  BRAIN 


It 


With  apologies  to  Charlie  McCarthy*,  we'd  I  ike  to  point 
out  a  few  similarities  between  computers  and  dummies. 

First,  neither  has  a  brain.  True,  computers  have 
memory.  But  while  having  the  ability  to  store  away  millions 
of  facts  is  impressive,  it  does  not  qualify  as  thought. 

Second,  they  are  both  blank  slates.  You  only  get  out 
of  them  what  you  put  in.  And  both  are  hopelessly  depen- 
dent upon  humans  for  every  function. 


•  , . ...  -  • 


But  there  is  hope  for  at  least  one  of  them.  Through] 
exploratory  work  in  artificial  intelligence,  ways  are  bein 
discovered  to  change  computers  from  data  processors  tl| 
simply  receive,  store  and  display  information  to  device? 
that  can  learn,  reason,  draw  conclusions,  take  action  ar| 
hold  a  conversation  —  in  plain  English. 

Artificial  intelligence  is  not  one  technology,  but 
many.  By  giving  machines  image  sensors  for  eyes,  robo  l 
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RTIN  MARIETTA  IS  MASTERMINDING  IT. 


I 
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rms  and  legs,  and  computers  for  brains,  they  can 
tion  independently.  Martin  Marietta  is  involved  in  more 
30  artificial  intelligence  projects  that  bring  these 
lologies  together. 
Artificial  intelligence  already  has  the  potential  to 
doctors  diagnose  illnesses,  geologists  pinpoint  mineral 
>sits,  business  people  and  battlefield  commanders 
e  faster  and  better-informed  decisions,  and  to  allow 


machines  to  work  where  humans  cannot  go. 

The  future  is  being  driven  by  technologies  like  these. 
And  Martin  Marietta  supplies  the  creative  intelligence  to 
make  them  work.  In  aerospace,  defense,  electronics, 
communications,  information  management,  energy  and 
materials. 

Technologies  that  are  helping  develop  smart  systems 
so  that  humans  can  make  smarter  decisions. 


MAX  FIT M  /VTXAF?/ 
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6801  ROCKLEDGE  DRIVE,  BETHESDA,  MARYLAND  20817 


•Charlie  McCarthy,  the  brainchild  of  the  late  Edgar  Bergen,  has  been  a  radio  and  TV  "personality"  for  five  decades.  He  has  no  need  of  artificial  intelligence. 


Shamrock  Holdings'  Gold  and  Disney 
From  broadcasting  and  movies  to 
soybeans  and  drilling  rigs. 


around  $400  million,  net  of  all  debt. 

With  Stan  Gold  running  Shamrock 
day-to-day,  Disney  spends  much  of 
his  time  at  Walt  Disney  Co.,  where  he 
is  vice  chairman  and  head  of  the  stu- 
dio's animation  department.  He  also 
spends  as  much  time  as  possible  on 
his  sailboat,  named  Shamrock,  or  over- 
seeing the  building  of  a  new  68-foot 
boat  he  will  use  in  a  race  from  Los 
Angeles  to  Honolulu  next  summer. 

Investing?  Oh,  that.  "We're  just  fas- 
cinated with  it  all,"  Disney,  56,  man- 
ages to  say  in  his  best  aw-shucks  man- 
ner. Learning  about  new  businesses 
through  Shamrock,  he  adds,  "is  just  a 
whole  lot  of  fun." 

Gold,  44,  and  Disney  have  made 
some  dazzling  investments.  In  1978, 
for  example,  they  paid  $35  million  for 
ailing  Starr  Broadcasting,  Inc.,  owner 
of  two  TV  and  seven  radio  stations,  in 
one  of  the  early  leveraged  buyouts. 


Gold  installed  new  management  and 
changed  the  name  to  Shamrock 
Broadcasting  Co.  Today  SBC  owns  3 
TV  and  12  radio  stations  and  is  worth 
around  $140  million. 

In  late  1983  Shamrock  paid  $  1 7  mil- 
lion for  nearly  14%  of  Faberge  Inc. 
Disney  and  Gold  netted  a  quick  $7.5 
million  profit  when  McGregor  Corp. 
bought  Faberge  a  few  months  later. 
Shamrock  booked  similar  short-term 
gains  trading  Mobile  Communica- 
tions Corp.  of  America  and  Orion 
Capital  Corp.  stock. 

But  their  biggest  and  most  publi- 
cized coup  was  Disney  Co.  itself. 
Irked  by  what  he  considered  to  be 
incompetent  management  led  by 
Walt  Disney's  son-in-law  Ronald 
Miller,  with  whom  he  had  long  feud- 
ed, Roy  Disney  quit  the  Disney  board 
in  March  1984  and  began  adding 
shares  to  his  already  substantial  hold- 


ing  (Forbes,  June  4,  19X4).  Disney 
nearly  fell  to  Saul  Steinberg,  then  to 
Irwin  Jacobs.  But  Gold  and  Disney 
brought  in  the  Bass  brothers  (they 
bought  a  25%  stake,  since  reduced  to 
18% )  to  quiet  things  down.  Soon  after, 
they  brought  in  Michael  Eisner  and 
Frank  Wells  as  Disney  Co.'s  chairman 
and  president,  respectively. 

In  the  end,  it  all  worked  beautifully 
for  Shamrock.  Disney  stock  was  12% 
(adjusted  for  a  4-for-l  split)  the  day 
before  Disney  left  the  board,  reached 
nearly  55  earlier  this  year  and,  even 
after  Black  Thursday,  recently  traded 
around  38.  Roy's  4  million  shares, 
about  3.5%  of  the  total,  are  now 
worth  $150  million. 

No,  the  Disney-Gold  record  is  not 
perfect.  They  tried  earlier  this  year  to 
play  the  takeover  of  Foote,  Cone  & 
Belding.  They  snapped  up  nearly  10% 
of  the  stock.  But  Foote,  Cone  put  in  a 
poison  pill  and  bought  another  ad 
agency  in  a  stock  swap.  Shamrock's 
position  is  now  being  carried  at  a  $1.4 
million  loss. 

A  more  serious  problem  is  Sham- 
rock's $339  million  investment  in 
Central  Soya,  a  struggling  agribusi- 
ness company.  The  soybean  business, 
like  most  of  American  agriculture, 
has  been  plagued  by  chronic  oversup- 
ply,  excess  capacity  and  foreign  com- 
petition. Spurred  by  the  fact  that  the 
company's  debt/equity  ratio  rose 
from  28%  before  the  merger  to  896% 
right  after,  Gold  sold  Soya's  branded 
food  businesses  for  $130  million  and 
took  $50  million  from  an  overfunded 
pension  plan  to  pay  down  debt.  Annu- 
al overhead  has  been  cut  $10  million, 
mainly  by  dumping  some  200  em- 
ployees, mostly  at  headquarters. 

The  harsh  medicine  seems  to  be 
working.  Debt,  though  still  roughly 
4.5  times  equity,  is  down  from  $376 
million  to  $246  million,  mostly  in 
Central  Soya  junk  bonds  issued 
through  Drexel  Burnham  Lambert 
(with  which  Shamrock  has  developed 
a  close  association).  At  that  level,  the 
debt  can  easily  be  serviced  from 
Soya's  cash  flow. 

Now  Gold  can  only  sit  back  and 
hope  that  agribusiness,  particularly 
Central  Soya's,  rises  again.  "We're  not 
smart  enough  to  know  the  exact  tim- 
ing of  the  low  of  a  cycle,"  he  says. 
"We  may  be  off  by  two  or  three  years 
and  have  to  wait  through  it." 

Another  of  Gold  and  Disney's  big 
countercyclical  investments  is  the 
$20  million  Shamrock  paid  this  year 
for  a  23.5%  position  in  Enterra  Corp., 
a  moneylosing  renter  of  specialized 
drilling  equipment  for  deep  oil  and  gas 
wells.  Again  Gold  is  slashing  costs.  In 
August  he  announced  he  will  move 


Enterra's  headquarters  from  Radnor, 
Pa.  to  Houston.  He  did  not  publicize 
the  fact  that  few,  if  any,  of  Enterra's 
top  six  or  seven  executives  will  make 
the  trip.  Tough,  but  Robert  Parker, 
chairman  of  Tulsa's  Parker  Drilling 
Co.  and  an  Enterra  director,  is  im- 
pressed. Gold,  he  says,  "walked  in  the 
front  door,  put  the  money  up  first,  and 
got  on  top  of  the  table.  There's  a  lot 
more  optimism  now." 

But  optimism  may  not  be  enough. 
Enterra  has  lost  money  for  the  last 
three  years,  and  Merrill  Lynch  analyst 
Wayne  Whipple  expects  further  losses 
both  in  1986  and  1987.  Cash  flow  is 
approaching  break-even  as  deprecia- 
tion charges  decrease.  Already  Sham- 
rock has  lost  almost  $8  million,  or 
38%,  on  its  Enterra  investment. 

Can  Shamrock  tough  it  out?  It  has 
the  resources  and,  Gold  insists,  the 
will  to  do  so.  "We  don't  need  instant 


By  Rita  Koselka 

Down  in  Peach  County,  Ga., 
25  miles  south  of  Macon, 
you'll  find  miles  of  pecan  tree 
groves,  peach  stands,  rundown 
houses — and  a  1 -million-square-foot 
factory  framed  by  a  sea  of  yellow  gold. 
The  gold  isn't  peaches.  It's  school  bus- 
es: 25  acres  of  school  buses,  plus  an 
assortment  of  motor  homes  and  bus 
chassis.  You  have  stumbled  upon  the 
Blue  Bird  Body  Co.  of  Fort  Valley. 

Never  heard  of  Blue  Bird?  Your  chil- 
dren may  have.  Owned  lock,  stock 
and  barrel  by  the  three  publicity-shy 
sons  of  founder  A.  Laurence  Luce, 
Blue  Bird  sells  around  11,000  school 
buses  a  year,  at  an  average  price  of 
$25,000  to  $37,000,  including  the 
chassis.  Net  worth:  $80  million.  On 
these  and  other  figures,  Blue  Bird  is 
the  world's  largest  manufacturer  of 
school  buses. 


results,"  he  vows. 

Though  occupied  with  Enterra  an 
Central  Soya,  Shamrock  is  likely  t 
strike  again,  soon.  No  names,  t 
course,  but  Gold  says  he  wants  both 
retail  business  and  a  foreign  inves 
ment  in  order  to  diversify  Shamroc 
further.  Interests  controlled  by  Lor 
don's  Jacob  Rothschild,  perhaps  th 
cleverest  of  the  current  generation  c 
Rothschild  financiers  (Forbes,  Feb.  2i 
1983),  came  in  as  40%  partners  in  th 
Central  Soya  deal.  Companies  con 
nected  with  Rothschild  also  investe 
with  Shamrock  in  Holly  Sugar,  no^ 
in  the  throes  of  a  planned  proxy  figh' 
Chances  are  Gold  and  Disney  cai 
count  on  continued  support  fron 
Rothschild,  as  well  as  Drexel's  Mil 
ken,  once  they  find  their  next  victim 

Unless  deflation  is  here  to  sta> 
Shamrock  should  emerge  as  one  c 
Tinseltown's  richest  asset  pools.  ■ 


Luce,  a  Ford  dealer,  started  Blue 
Bird  in  1932.  The  country  was  still 
largely  rural.  Public  education  was 
dominated  by  one-room  schoolhouse; 
within  walking  distance  of  their  pu- 
pils. But  school  buses  were  about  tc 
become  a  growth  business  as  educa- 
tion budgets  exploded  and  elemen- 
tary, junior  and  senior  high  schools 
consolidated.  In  the  U.S.  today  there 
are  350,000  school  buses;  they  carry 
22  million  children  a  day,  by  far  the 
world's  largest  public  transportation 
system. 

Laurence  Luce  died  in  1962,  leaving 
Blue  Bird  to  his  three  sons:  George, 
now  65;  Albert  Jr.,  64;  and  Joseph,  60. 
Under  them,  sales  have  grown  twen- 
tyfold  as  Blue  Bird  has  moved  from 
fourth  place  to  first  in  an  industry  of 
five  fiercely  competitive  companies. 
Now  producing  in  four  plants — Fort 
Valley,  plus  plants  in  Virginia,  Iowa 
and  Canada — Blue  Bird  accounts  for 


In  school  buses,  the  name  is  Blue  Eire 
Body,  an  American  original 

"It  was  important 
to  Father  and 
Mother,  and  it's 

important  to  us" 


"For  6  years  running... 
we've  designed  and  built 

the  highest  quality 
American  cars  and  trucks:9 

Based  on  an  average  of  owner-reported  problems  in  the  first  three  months  of  service  of  '86  models, 
and  in  a  six-month  period  on  '8V85  models  designed  &  built  in  North  America. 


This  group  is  among  thousands  of  Ford  employees  committed  to  making  Quality  Job  1. 


No  other  company 
can  make  this  statement. 


Quality  is  Job  1. 

Fbrd  •  Lincoln  •  Mercury  •  Merkur  •  Ftard  Trucks  •  Ftord  Tractors 


A  BANK  SHOUL 
TALK  ABOUT  CBl 


The  Rural  and  Industries  Bank 
of  Western  Australia 

(London  Branch) 

Licensed  Deposit-Taker 

N.Z.  $250,000,000 
Zero  Coupon  Deposit  Notes  due  1993 

Guaranteed  by  the  Government  of 
the  State  of  Western  Australia 

tunderSecttun  49  of  the  Ruralund  Industries  Bank  Ail  I*l44l 

CIBC  Limited 

Fay.  Richwhite  &.  Co.  Ltd.  Kredietbank  International  Groui 

Banco  di  Napoli  International  S.  A.  Banque  Bruxelles  Lambert  S.^ 

F.  W.  Hoist  I  Europel  Ltd  Genossenschaftliche  Zentralbank  AG  Vienn 

Security  Pacific  Hoare  Govett  Limited  Svenska  Handelsbanken  Grou 

The  Nikko  Securities  Co.,  I  Europe  I  Ltd.  Tokai  International  Limite 

Westpac  Banking  Corporation  Wood  Gundy  Inc 

August.  I9H6 


IO  MORE  THAN 
ITIVE  BANKING. 

You  don't  want  words  about  creative  banking.  You 
i  at  proof. 

At  Canadian  Imperial  Bank  of  Commerce,  we're 
)erienced  at  financial  arrangements  that  require  innova- 
fc  thinking.  Such  as  swaps,  Euromarket  financing,  mergers 
i  acquisitions,  leveraged  buyouts  and  specialized  term 
iding. 

In  fact,  we're  setting  whole  new  directions  in  global 
ancing. 

Yet,  as  impressive  as  these  advantages  are,  Canadian 
perial  Bank  of  Commerce  can  give  you  an  even  greater 
joipetitive  edge.  We  work  quickly.  Very  often  we  can  evalu- 
p  your  needs  and  custom  design  a  deal  with  amazing  speed. 

And  well  get  you  the  best  possible  financing  terms 
d  fast  implementation  from  just  about  anywhere  in 
b  world. 

That's  because  Canadian  Imperial  Bank  of 
>mmerce  is  one  of  the  world's  largest  banks.  With  offices 
14  countries.  In  fact,  we're  a  major  presence  in  the  finan- 
J  capitals  of  the  U.S.,  Europe,  Australia,  Japan,  Hong  Kong 
d  Canada. 

So,  if  you  want  your  financial  problems  solved  in  a 
native  way  fast,  call  us.  We'd  like  to  prove  ourselves  to  you. 

Q>  Canadian  Imperial  Bank  of  Commerce 

©  1986 


Built  1927 


George,  Albert  and  Joseph  Luce  in  the 
original  Blue  Bird  school  bus 
It's  a  complicated  business. 


one  U.S.  school  bus  sale  in  three. 

Who  are  these  Luce  brothers?  From 
one  angle,  they  are  owner-managers 
determined  to  control  costs  and  make 
their  productive  capital  sweat,  a  habit 
they  learned  at  their  father's  knee. 
Over  a  lunch  of  chicken,  grits  and 
peaches  with  gingerbread  in  George 
Luce's  home,  the  brothers  and  their 
wives  recalled  a  story  from  Christmas 
1 939  when  two  of  the  boys  were  home 
from  college  (Asbury  College,  in  Ken- 
tucky). George  recounts: 

"My  father  told  us,  'Boys,  I  can  tell 
you  almost  to  the  penny  what  the 
sides,  windows  or  bumpers  of  a  bus 
cost.  If  we  think  the  costs  are  too  high 
in  any  area,  we  can  try  to  find  ways  to 
cut  those  costs.  Now,  it  costs  me  $500 
to  send  you  to  college.  From  your 
grades,  I  don't  think  you  studied  more 
than  100  hours.  That  means  it  cost 
me  $5  an  hour  for  you  to  study.  That's 
way  too  much.'  " 

The  old  man  announced  his  plan. 
He  would  lend  the  boys  $500  at  the 
beginning  of  the  year  for  school.  The 
loan  would  be  repaid  by  studying.  The 
old  man  would  reduce  each  loan  by  $1 
for  every  hour  studied  before  dinner — 
the  most  productive  time,  he  fig- 
ured— and  by  75  cents  for  every  study 
hour  after  dinner.  The  boys  had  to 


inform  Blue  Bird's  bookkeeper  of  theii 
progress  daily,  by  postcard. 

And  if  one  of  the  boy's  loans  stilj 
had  an  unpaid  balance  by  the  timd 
school  was  out?  He  had  to  pay  it  off  by,! 
working  summers  in  the  plant — at  4C 
cents  an  hour  (the  average  assembly 
wage  in  those  days). 

That  inbred  appreciation  for  a  dol- 
lar's value  is  very  much  at  the  heart  ol 
Blue  Bird's  success.  School  bus  orders 
are  won  through  very  competitive 
bids  to  state  or  local  school  boards.  Sa 
being  the  lowest-cost  producer  is  critn 
ical.  The  Luces  look  at  the  local  news- 
papers of  their  competitors'  home- 
towns to  make  sure  that  they  don't 
miss  any  intelligence  that  could  influ- 
ence a  bid. 

This  kind  of  attention  to  detail 
helps  discourage  the  big  automotive 
companies  from  tromping  on  Blue 
Bird's  turf.  "It's  a  complicated  busi- 
ness," says  George  Luce  of  school  bus 
production.  "The  margins  are  tight. 
We  have  to  deal  with  school  boards.  It 
takes  time,  and  you  really  have  td 
know  your  people.  It's  just  not  their 
[GM's]  type  of  business." 

Ford,  GM,  Navistar  International,, 
among  others,  do  participate  in  Blue 
Bird's  success,  but  as  suppliers.  They 
all  sell  chassis  to  Blue  Bird,  which 


TRACTION.  An  automatic  traction  system 
stops  wheel  spin  dead  in  its  tracks  by  shut- 
ting off  fuel  injectors  one  by  one  until  grip  is 
regained.  Takes  a  few  milliseconds. 

Custom  design  of  automotive  componentry 
is  part  of  our  work  within  electronics.  So  is 
avionics,  where  we  develop  system  software, 
simulations  technology  and  advanced  mainte- 
nance systems. 


FRACTION.  This  steel  sphere,  40-millionths 
of  a  meter  big,  was  found  in  the  oil  system  of 
an  aircraft  engine.  Undetected,  enough  of  them 
can  completely  ruin  an  engine  or  cause  a  crash. 
Our  materials  technology  division  offers  superb 
problem  identification  and  failure  diagnostics. 

We're  the  FFV  Group,  active  in  electronics, 
aviation,  and  defense.  For  the  facts  write: 
FFV,  Dept.  1-340,  S-63187  Eskilstuna,  Sweden. 

FFVTi 


then  builds  the  conventional  bus  bod- 
ies on  top.  Customers  can  specify  the 
chassis  of  their  choice.  Blue  Bird  man- 
ufactures almost  all  the  other  parts — 
everything  from  bus  seats  to  heating 
units  to  windows. 

You  cannot  fully  understand  Blue 
Bird  and  the  Luce  family  without  first 
understanding  the  importance  they 
attach  to  religious  beliefs,  and  to  cre- 
ating a  sense  of  community  within 
the  company.  Prayer  meetings  are 
usually  held  every  other  week  in  Blue 
Bird's  Fort  Valley  cafeteria.  The  ten- 
point  "Beliefs  of  the  Blue  Bird  Com- 
pany," posted  throughout  the  plant, 
begins:  "We  will  continue  to  build  our 
companies  on  the  foundations  of 
Christianity  and  the  free  enterprise 
system." 

If  this  sounds  out  of  place  to  urban 
sophisticates,  so  be  it.  "We  really 
don't  mean  to  be  obnoxious  about  it 
or  force  it  on  people,"  says  George 
Luce,  who  spent  five  years  in  Africa  as 
a  missionary.  "But  we  don't  apolo- 
gize, either.  It  was  important  to  my 
father  and  my  mother,  and  it's  impor- 
tant to  us." 

To  a  large  extent,  Blue  Bird  is  Fort 
Valley  (pop.  9,000;  Bluebird  work 
force  there,  1,500).  But  don't  label  it  a 
company  town,  if  the  label  is  meant 
to  suggest  exploitation.  At  an  average 
$10  an  hour,  Blue  Bird  workers  are 


well  paid  by  local  standards.  The 
plant  operates  a  ten-hour  shift,  but 
runs  only  four  days  a  week,  so  there  is 
leisure  time  to  spend  the  wages. 
George  Luce  was  a  member  of  Fort 
Valley's  biracial  committee  in  the 
1960s  and  swears  that  Blue  Bird  has 
never  had  an  overt  racial  problem. 
The  workers,  more  than  a  third  of 
whom  are  black,  affectionately  call 


the  brothers  Mister  George,  Mister 
Buddy  and  Mister  Joe,  and  the  Luces 
know  many  of  the  workers  by  their 
first  names.  The  emphasis  is  on  har- 
mony, on  fitting  in.  The  three  broth- 
ers' homes,  scattered  throughout  the 
rocking-chair-on-every-porch  streets 
of  Fort  Valley,  are  not  grand  or  out  olj 
keeping  with  the  community. 
When  the  talk  turns  to  world  trade 


The  new  ARCC 


The  new  ARCO  is  about  to  change  the  way  people  buy  gas  forever.  Introducing  P 
their  gas  right  at  the  pump  with  an  ordinary  bank  ATM  card'lt's  part  of  the  new  ARC 


I  or  to  the  transformation  of  the  Ameri- 
[  can  economy,  the  Luces  do  seem  very 
jj  oldfangled.  To  them,  manufacturing 
I  things  is  the  essence  of  U.S.  industrial 
I]  might,  and  they  regret  to  see  the  old- 
a  line  manufacturing  base  ebb  against 
||  the  flow  of  the  service  economy.  "We 
A  like  the  shop  environment,"  says 
I  George.  "After  all,  somebody  has  got 
6  to  make  something  for  the  service 
|  economy  to  do  its  work  on.  You  have 
j  to  create  a  product  first." 

Yet  the  Luce  brothers  have  been 
[  quick  to  take  advantage  of  the  new 
f  capital  goods  spawned  by  the  infor- 
I  mation  economy.  On  Blue  Bird's  vast 
e  shop  floor,  computer-aided  engineer- 
r  ing  systems  amply  demonstrate  the 
i  brothers'  heavy  spending  on  produc- 
p  tivity-enhancing  investments. 

Debt  financing?  Here  the  Luces  do 
fi  counter  the  modern  tide.  The  compa- 
I  ny  has  taken  out  long-term  loans  only 
{  twice.  Both  were  for  modest  amounts, 
I  and  both  were  repaid  ahead  of  sched- 
|  ule.  A  recent  credit  report  showed 
I  Blue  Bird  had  $45  million  in  cash  and 
I  securities.  "We  were  born  in  the 
I  Depression,"  George  Luce  drawls. 
I  "That's  an  experience  you  never  can 
i  get  over." 

With  the  number  of  school-age 
i  Americans  declining,  demand  for 
I  school  buses  is  mature,  at  best.  The 
Luces  saw  this  coming.  In  1963  they 


began  making  prestige  motor  homes 
called  Blue  Bird  Wanderlodges. 

We  are  not  talking  Winnebago  here. 
The  Wanderlodges — "Birds,"  as  fond 
owners  call  them — are  luxury  yachts 
on  wheels.  They  are  between  31  and 
40  feet  long,  have  200-gallon  gasoline 
tanks,  electric  generators,  full  bath 
tubs,  microwaves,  VCRs,  satellite 
dishes  and  every  other  conceivable 
convenience.  The  "cockpit"  resem- 
bles exactly  that,  and  with  475hp  die- 
sel  engines,  these  powerful  machines 
drive  comfortably  and  accelerate  with 
ease.  Retail  price:  between  $250,000 
and  $350,000.  Fuel  mileage:  6  miles 
per  gallon — but  if  you  have  to  ask 
about  mpg,  you  probably  can't  afford 
one.  The  150  or  so  Wanderlodges  Blue 
Bird  will  produce  this  year  will  repre- 
sent some  20%  of  sales  and  close  to 
half  the  profits  (which  Forbes  esti- 
mates at  roughly  $12  million  a  year). 

Who  buys  these  many-wheeled 
mansions?  Mostly  retired  couples, 
who  sometimes  sell  their  houses  and 
spend  a  few  years  traveling  in  their 
drivable  homes. 

"They're  the  type  of  people  who 
like  to  be  catered  to,  yet  would  stand 
in  line  for  an  hour  to  get  free  coffee 
and  donuts,"  chuckles  Blue  Bird  Pres- 
ident Paul  Glaske  of  the  typical  Wan- 
derlodge  buyer.  But  customers  also 
include  Jordan's  King  Hussein,  Saudi 


Arabia's  King  Fahd,  singer  Johnny 
Cash  and  the  late  John  Wayne. 

There  is  a  cloud  on  Blue  Bird's  hori- 
zon. The  cloud  is  the  Luce  brothers' 
mortality.  In  their  characteristically 
straightforward  manner,  they  say 
they  have  had  six  heart  bypass  opera- 
tions among  them. 

Who  next  will  run  Blue  Bird?  The 
brothers  intend  to  pass  management 
of  the  business  on  to  three  third-gen- 
eration Luce  sons,  now  aged  between 
31  and  34,  who  are  learning  the  ropes. 

On  the  advice  of  Cleveland's  Leon 
Danco,  author  of  Beyond  Survival:  A 
Business  Owner's  Guide  for  Continuity, 
the  Luces  opened  Blue  Bird's  board 
to  outside  directors  in  1984 — "be- 
fore that  we  had  board  meetings 
around  the  water  cooler,"  jokes 
George — in  order  to  bring  in  compe- 
tent outsiders  to  oversee  the  youn- 
ger Luces.  In  June  the  brothers  hired 
Glaske  as  their  company's  first  out- 
side president.  He  was  formerly 
president  of  Longview,  Tex. -based 
Marathon  LeTourneau,  a  manufac- 
turer of  heavy  equipment. 

But  don't  expect  big  waves  from 
Glaske  as  he  shepherds  Blue  Bird  from 
one  generation  of  Luces  to  the  next. 
"Blue  Bird,"  he  vows,  "is  really  what 
an  American  company  should  be,  the 
type  of  company  I  can  be  proud  to  be 
associated  with."  ■ 


•  Participating  ARCO  locations  Participating  Bank  ATM  Car 

onic  Cashier® The  first  debit  card  program  that  allows  people  to  pay  tor  ADr>ri 
iy  New  technology  And  new  ideas  that  fuel  the  imagination.  ARCO  >r 

Fueling  The  Imagination. 


Why  is  Japans  leading  computer  company 
worried?  Why  is  IBM  smiling?  No  mystery 
here,  just  the  unexpected  tale  of  a . . .  . 


Fujitsu  fumble 


By  Andrew  Tanzer 


In  the  last  two  years  the  Tokyo 
Stock  Exchange  has  been  on  one  of 
its  dizziest  bull  market  runs  of 
modern  times.  But  in  any  rush  to  rich- 
es, some  get  left  behind,  and  few  top- 
quality  stocks  have  lagged  more  sig- 
nificantly than  that  of  Fujitsu  Ltd., 
the  country's  leading  mainframe 
computer  manufacturer. 

Why  Fujitsu?  With  $9.4 
billion  in  1985  sales,  a  re- 
spectably low  (among  Japa- 
nese companies)  1.94  debt- 
to-equity  ratio  and  an  aver- 
age 35%  annual  growth  in 
earnings  since  the  late  1970s, 
the  company  should  have 
been  a  winner.  But  since  the 
beginning  of  this  year  Fujit- 
su's shares  have  slid  almost 
18%,  to  970  yen,  while  the 
Tokyo  Nikkei  Dow  Index 
has  risen  40%.  Why?  No 
mystery  to  that:  Hovering 
over  Fujitsu  and  its  presi- 
dent, Takuma  Yamamoto, 
like  a  2-ton  gorilla  is  IBM, 
intent  upon  recapturing  its 
lead  position  in  the  estimat- 
ed $20  billion  Japanese  do- 
mestic mainframe  market. 

IBM's  once  invincible  dominance 
began  to  slip  in  the  late  1970s  after 
Fujitsu  introduced  successful  lines  of 
IBM-plug-compatibles.  Now  that 
success  is  starting  to  look  like  a  li- 
ability. Last  year  IBM  accused  Fu- 
jitsu of  illegally  copying  IBM  soft- 
ware to  run  on  the  compatibles.  If 
the  case,  which  is  in  arbitration  in 
Washington,  D.C.,  is  decided  against 
Fujitsu,  the  Japanese  company  could 
be  fined  perhaps  hundreds  of  mil- 
lions of  dollars,  as  well  as  be  slapped 
with  steep  royalty  payments  on  the 
purloined  software. 


The  ripple  effects  of  the  case  have 
already  spread  to  important  third- 
country  markets  such  as  Europe.  Fu- 
jitsu controls  an  estimated  18%  of 
that  market  through  a  distribution 
deal  with  Siemens  A.G.,  the  big  West 
German  telecommunications  firm. 
But  in  order  to  avoid  potential  con- 
flicts with  IBM,  Siemens  earlier  this 
year  stopped  accepting  Fujitsu-sup- 
plied software  for  the  compatibles  un- 


Fujitsu  President  Takuma  Yamamoto 
Making  amends  with  a  2-ton  gorilla. 


til  the  arbitration  is  resolved  one  way 
or  the  other. 

Even  if  Fujitsu  wins  the  arbitration, 
the  firm's  future  in  the  plug-compati- 
ble market  remains  clouded.  Analysts 
say  Fujitsu  and  Hitachi — Japan's  oth- 
er major  plug-compatible  manufac- 
turer— are  having  increasing  difficul- 
ty developing  models  comparable  to 
new  IBM  computers  like  the  Sierra. 
IBM  has  cut  their  access  to  informa- 
tion regarding  IBM-developed  soft- 
ware and  has  more  thoroughly  en- 
crypted the  microcode  in  its  ma- 
chines' read-only  memory,  a  step  that 


makes  copying  more  difficult. 

Meanwhile,  IBM  has  reduced  the 
lead  time  between  announcement 
and  introduction  of  new  models  from 
16  to  as  little  as  6  months.  This  limits 
the  time  available  for  competitors  to 
study  an  IBM  machine  and  develop  a 
rival  version  for  the  market.  That  is 
the  likely  reason  Fujitsu  still  hasn't 
begun  shipping  its  M780,  intended  to 
be  its  answer  to  the  IBM  Sierra  intro- 
duced last  year.  Says  Philip  Town- 
send,  a  computer  analyst  at  Morgan 
Stanley  in  Tokyo,  of  IBM's  intentions, 
"IBM  is  trying  to  force  Fujitsu  out  of 
the  plug-compatible  market." 

On  balance,  the  dispute  with  IBM 
means  Fujitsu  now  will  almost  inev- 
itably have  to  develop  its  own  non- 
compatible  mainframes.  That,  of 
course,  would  be  time-consuming  and 
costly,  especially  since  the  company 
lacks  experience  in  writing  its  own 
software.  What's  more,  Fujitsu's  en- 
tire customer  base  is  built  on  IBM- 
compatible  machines,  so  it  will  be 
difficult  to  switch  customers.  Says 
Townsend:  "I'm  very  concerned 
about  the  long-term  future  of  both 
Hitachi  and  Fujitsu  in  mainframes." 
Mainframes  account  for  about  one- 
fourth  of  Fujitsu's  revenues. 

As  if  the  problems  with 
IBM  were  not  enough,  Fu- 
jitsu is  also  reeling  from  the 
worldwide  slump  in  semi- 
conductors, which  account 
H  for  13%  of  its  business  One 
Japanese  securities  company 
estimates  Fujitsu  suffered  a 
$250  million  operating  loss 
last  fiscal  year  on  semicon- 
ductors, the  worst  in  the  Jap- 
anese industry,  because  of 
heavy  dependence  on  com- 
modity memory  chips.  That 
loss  was  an  important  reason 
that  Fujitsu's  net  income  last 
year  plunged  56%,  to  $216 
million. 

Fujitsu  will  also  be  hurt 
more  than  most  by  the  semi- 
conductor   agreement  be- 

  tween  Japan  and  the  U.S.  The 

U.S.  Commerce  Department  assigned 
a  fair-market  value  of  $8.70  to  Fujit- 
su's -256K  chips,  by  far  the  highest 
among  the  Japanese  producers.  "It's 
nearly  impossible  to  sell  at  that  pri- 
ce," says  a  glum  Rinzo  Iwai,  executive 
director  of  Fujitsu's  international  op- 
erations. The  Commerce  Department 
will  revise  the  values  in  October. 

No  one  wants  to  gloat  over  anoth- 
er's miseries,  of  course.  But  isn't  it 
nice  for  a  change  to  see  a  Japanese 
firm  put  on  the  defensive  by  a  market- 
ing onslaught  from  an  aroused  Ameri- 
can competitor?  ■ 
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lerkur  XR4Ti  from  Germany. 
Now  you  can  haue 
European  performance. 
Without  paying  the  price. 

$16,361* 

That  clearly  makes  the  Merkur  XR4Ti  the  most 
affordable  European  automobile  in  its  class. 

But  price  is  only  one  measurement  of  a 
car's  ultimate  worth. 

There's  also  performance.  XR4Ti  s 
1 75-horsepower  (SAE)  engine  moves  it  from 
0  to  60  mph  in  a  rousing  7.8  seconds.  And  it 
moves  with  the  disciplined  control  that  comes 
from  a  balanced  independent  suspension. 

You  should  also  consider  comfort. 
Ergonomics  simply  means  being  comfortable 
with  a  car's  interior.  Complete  analog  instru- 
mentation. Sensible  controls.  And  a 
supportive  multi-adjustable  driver's  seat. 


You'll  find  these  in  XR4TL  as  well  as  standard 
air  conditioning,  power  heated  outside  mirrors 
and  rear  wiper'washer. 

During  the  last  year,  the  list  price  of  a  1 986 
Merkur  XR4Ti  has  remained  the  same.  The 
competition,  on  the  other  hand,  has  raised 
prices,  some  of  them  more  than  once. 

XR4Ti's  price  and  performance  invite 
comparison.  You  be  the  judge.  Accept  the 
Merkur  XR4Ti  Challenge.  Call  1-800-822-9010 
and  receive  a  free  XR4Ti  Road  Test  Kit.  Drive 
XR4TL  evaluate  it.  and  reach  your  own  con- 
clusion. Call  now  to  take  the  challenge. 


Merkur  XR4Ti 

«1 6,361* 

BMW  325 

520,355* 

Saab  900  Turbo 

$  19, 235* 

Audi  4000CS  Quattro 

s  19,045* 

*19S6  MSRR  base  vehicle,  excluding  title,  tax  and  destination. 

The  XR4Ti  is  protected  by  a  48-month/ 
50,000-mile  limited  warranty  (deductible 
applies).  See  a  Lincoln-Mercury-Merkur 
dealer  for  a  copy  of  the  warranty 


The  Up  &  Comers 


Lessons 


Early  in  the  game  today's  Sony  Corp. 
turned  down  tempting  opportunities.  The 
wisdom  of  doing  so  is  obvious  only  in 
hindsight.  At  the  time  it  took  guts. 

When  Sony  was 
an  ap  and  comer 


By  Akio  Morita 

OUR  FIRST  TRANSISTOR  RADIO  of 
1955  was  small  and  practi- 
cal— not  as  small  as  some  of 
our  later  efforts,  but  we  were  very 
proud  of  it.  I  saw  the  U.S.  as  a  natural 
market;  business  was  booming,  em- 
ployment was  high,  the  people  were 
progressive  and  eager  for  new  things, 
and  international  travel  was  becom- 
ing easier. 

I  took  my  little  $29.95  radio  to  New 
York  and  made  the  rounds  of  possible 
retailers.  Many  of  them  were  unim- 
pressed. They  said,  "Why  are  you 
making  such  a  tiny  radio?  Everybody 
in  America  wants  big  radios.  We  have 
big  houses,  plenty  of  room.  Who 
needs  these  tiny  things?" 

I  explained  what  I  had  learned  in 
looking  around  me  in  the  U.S.  "There 
are  more  than  20  radio  stations  in 
New  York  City  alone,"  I  said,  "and, 
yes,  the  houses  are  big — even  big 
enough  for  every  family  member  to 
have  his  or  her  own  room  where  he  or 
she  could  turn  on  this  tiny  radio  and 
listen  to  whatever  pleases  him  or  her 
without  disturbing  or  bothering  any- 
body else.  Of  course  the  fidelity  isn't 
as  good  as  a  large  unit,  but  it  is  excel- 
lent for  its  size." 

Many  people  saw  the  logic  of  this 
argument,  and  I  was  happy  to  be  of- 
fered some  tempting  deals,  but  I  was 
cautious,  and  more  than  once  I  turned 
down  what  looked  like  a  chance  to 


'  Adapted  from  the  forthcoming  book  Made  in  Japan, 
by  Akio  Morita  with  Edwin  M.  Reingbld  and  Mitsuko 
Shimomnra,  to  be  published  by  BP.  Dulton 


Sony's  first  transistor  radio  and  (facing 
page)  the  entire  workforce  in  1951 
The  unit  price  rose  with  volume. 


make  big  profits.  The  people  at  Bulova 
liked  the  radio  very  much,  and  their 
purchasing  officer  said  very  casually, 
"We  definitely  want  some  of  these. 
We  will  take  100,000  units."  One 
hundred  thousand  units!  I  was 
stunned.  It  was  an  incredible  order, 
worth  several  times  the  total  capital 
of  our  company  at  the  time.  We  began 
to  talk  details,  my  mind  working  very 
fast.  He  told  me  that  there  was  one 
condition:  We  would  have  to  put  the 
Bulova  name  on  the  radios. 

That  stopped  me.  I  had  vowed  that 
we  would  not  be  an  original  equip- 
ment maker  for  other  companies.  We 
wanted  to  make  a  name  for  our  com- 
pany on  the  strength  of  our  own  prod- 
ucts. I  told  him  I  would  check  with 
my  company,  and  in  fact  I  did  send  a 
message  back  to  Tokyo  outlining  the 
deal.  The  reply  was  "Take  the  order." 
I  didn't  like  the  idea,  and  I  didn't  like 
the  reply.  After  thinking  it  over  and 
over,  I  decided  I  had  to  say  no,  we 
would  not  produce  radios  under  an- 


other name.  When  I  called  again 
the  man  from  Bulova,  he  didn't  sei 
to  take  me  seriously  at  first.  H 
could  I  turn  down  such  an  order? 
was  convinced  I  would  accept.  Whc 
would  not  budge,  he  got  short  w 
me.  "Our  company  name  is  a  fame 
brand  name  that  has  taken  over 
years  to  establish,"  he  said.  "Nobc 
has  ever  heard  of  your  brand  nan 
Why  not  take  advantage  of  ours?" 

I  understood  what  he  was  sayii 
but  I  had  my  own  view.  "Fifty  ye; 
ago,"  I  said,  "your  brand  name  mi 
have  been  just  as  unknown  as  c 
name  is  today.  I  am  here  with  a  a 
product,  and  I  am  now  taking  t. 
first  step  for  the  next  50  years  of  r 
company.  Fifty  years  from  now, 
promise  you  that  our  name  will 
just  as  famous  as  your  compa 
name  is  today." 

I  never  regretted  the  decision  not 
take  what  is  called  an  original  equ: 
ment  maker  (OEM)  order  because  t 
decision  gave  me  added  confiden 
and  pride.  When  I  told  the  other  exe 
utives  back  in  Tokyo  what  I  had  dor 
some  of  them  thought  I  was  fooli< 
But  I  said  then,  and  I  have  said  it  oft 
since,  it  was  the  best  decision  tha 
ever  made. 

While  making  the  rounds,  I  car 
across  another  American  buyer  w', 
looked  at  the  radio  and  said  he  liked 
very  much.  He  said  his  chain,  whi< 
had  about  150  stores,  would  ne 
large  quantities.  He  asked  me  to  gi 
him  a  price  quotation  only  on  quan 
ties  of  5,000,  10,000,  30,000,  50,01 
and  100,000  radios — and  he  did  n 
ask  me  to  put  the  chain's  name  on  tl 
product.  What  an  invitation!  Now 
could  recoup  what  I  had  lost  in  refu 
ing  the  OEM  order. 

But  back  in  my  hotel  room,  I  beg; 
pondering  the  possible  impact  of  sue 
grand  orders  on  our  small  facilities 
Tokyo.  We  had  expanded  our  plant 
lot  since  we  outgrew  the  unpainte 
leaky  shack  on  Gotenyama  [a  hill  c 
the  southern  edge  of  Tokyoj.  We  h; 
moved  into  bigger,  sturdier  buildin, 
adjacent  to  the  original  site  and  h; 
our  eye  on  some  more  property.  Bi 
we  did  not  have  the  capacity  to  pr 
duce  100,000  transistor  radios  a  ye 
and  also  make  the  other  things  in  oi 
small  product  line.  Our  capacity  w; 
less  than  10,000  radios  a  month.  If  v. 
got  an  order  for  100,000,  we  woui 
have  to  hire  and  train  new  employe* 
and  expand  our  facilities  even  mor 
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EASY: 


The  AT&T  Card  is  so  fast  and  simple 
to  use,  you're  going  to  get  spoiled. 

To  use  it,  just  dial  the  number  you  want 
to  call,  and  enter  your  AT&T  Card  number. 
That's  it.  It's  the  easiest  way  to  plug  into 
the  AT&T  Long  Distance  Network  from 
virtually  any  phone. 

In  fact,  you  can  make  calls  even  without 
carrying  your  AT&T  Card.  Just  remember 
your  AT&T  Card  number. 

So,  if  you  travel  frequently,  spoil  yourself 
and  get  the  AT&T  Card.  It's  as  simple 
as  dialing 
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This  would  mean  a  major  investmc 
a  major  expansion  and  a  gamble. 

I  was  inexperienced  and  still  a  lit 
naive,  but  I  had  my  wits  about  rrn 
considered  all  the  consequences 
could  think  of,  and  then  I  sat  do' 
and  drew  a  curve  that  looked  sorj 
thing  like  a  lopsided  letter  U.  1 
price  for  5,000  would  be  our  rcgu 
price.  That  would  be  the  beginning 
the  curve.  For  10,000  there  would  h 
discount,  and  that  was  at  the  bott<] 
of  the  curve.  For  30,000  the  prj 
would  begin  to  climb.  For  50,000  I 
price  per  unit  would  be  higher  tn 
for  5,000,  and  for  100,000  units  j 
price  would  have  to  be  much  more  | 
unit  than  for  the  first  5,000. 

My  reasoning  was  this:  If  we  had 
double  our  production  capacity 
complete  an  order  for  100,000,  anc 
we  could  not  get  a  repeat  order  tj 
following  year,  we  would  be  in  1 
trouble,  perhaps  bankrupt,  becai 
how,  in  that  case,  could  we  employ 
the  added  staff  and  pay  for  all  the  n« 
and  unused  facilities:  I  was  convinc 
that  if  we  took  a  huge  order, 
should  make  enough  profit  on  it 
pay  for  the  new  facilities  during  t 
life  of  the  order.  Expanding  is  not  su 
a  simple  thing — getting  fresh  mon 
would  be  difficult — and  I  didn't  thi 
this  kind  of  expansion  was  a  good  ic 
on  the  strength  of  one  order.  In  Jap 
we  cannot  just  hire  people  and  f 
them  whenever  our  orders  go  up 
down.  We  have  a  long-term  comm 
ment  to  our  employees,  and  they  ha 
a  commitment  to  us. 

Of  course,  I  was  also  a  bit  worn 
that  if  I  quoted  a  very  low  price  i 
100,000  units,  the  buyer  might  say 
would  take  100,000  but  would  initi 
ly  order  only  10,000  at  the  100,0C 
unit  price  as  a  test,  and  then  maybe 
wouldn't  order  any  more. 

I  returned  the  next  day  with  r| 
quotation.  The  buyer  looked  at  it  aj 
blinked  as  though  he  couldn't  belie 
his  eyes.  He  put  down  the  paper  aj 
said,  patiently,  "Mr.  Morita,  I  ha 
been  working  as  a  purchasing  age 
for  nearly  30  years,  and  you  are  t 
first  person  who  has  ever  come  in  he 
and  told  me  that  the  more  I  buy  t 
higher  the  unit  price  will  be.  It's  ilk 
ical!"  I  explained  my  reasoning 
him,  and  he  listened  carefully  to  wh 
I  had  to  say.  When  he  got  over  r 
shock,  he  paused  for  a  momei 
smiled,  and  then  placed  an  order  f 
10,000  radios— at  the  10,000-ur 
price — which  was  just  right  for  hi 
and  for  us. 

I  was  lucky  in  those  days.  I  didr 
have  much  experience  in  busine; 
and  I  didn't  have  a  boss  looking  ov 
my  shoulder.  When  I  decided  to  con 

  J 


3  with  that  quotation,  nobody  in  the 
)mpany  could  say  no  to  me.  I  made 
>mpany  policy  as  I  went  along. 
I  was  not  the  only  Japanese  doing 
isiness  in  New  York  in  the  mid- 
fties.  Many,  if  not  most  of  them, 
-j:lied  on  the  giant  Japanese  trading 
jmpanies  that  understood  foreign 
jiarkets  and  had  established  offices 
iverseas.  That  wasn't  good  enough  for 
le,   because  none  of  the  trading 
□uses  knew  my  products  and  my 
jsiness  philosophy. 
I  think  it  is  ironic  that  American 
usinessmen  now  complain  about  our 
Dmplex  Japanese  distribution  sys- 
;m;  when  I  was  first  planning  to  ex- 
ort  to  the  U.S.,  I  was  astonished  and 
ustrated  by  the  complexity  of  mar- 
eting  in  America.  It  always  comes  as 
surprise  to  American  businessmen 
rhen  I  tell  this  to  them.  The  accepted 
ray  of  getting  Japanese  goods  into  the 
r.S.  in  those  days  was  to  hand  over 
our  goods  to  an  experienced  Japanese 
'ading  company  with  offices  in  the 
J.S.  The  trading  company  would  ship 


it  was  better  to  stay  in 

he  cheapest  room  in  the 
est  hotel  than  in  the  best 

room  in  the  cheapest 
otel.  For  our  own  pride 
nd  the  prestige  of  the 

company  we  had  to  operate 

lit  a  higher  level. 


he  goods  to  an  American  port,  where 
heir  agent  would  clear  customs,  then 
nove  them  to  a  distribution  compa- 
iy,  then  to  the  wholesalers,  and  then 
o  the  retailers.  The  time  consumed 
n  shipping  and  the  demands  for  ser- 
icing  in  such  a  big  country  staggered 
ne.  But  I  never  considered  the  size  of 
America  or  the  English  (or  French  or 
German)  language  to  be  a  nontanff 
iarrier. 

What  I  felt  I  had  to  do  in  the  U.S. 
vas  to  figure  out  ways  to  work  out- 
ide  the  traditional  established  sys- 
em.  We  needed  a  distribution  route 
n  which  the  message  of  our  new  tech- 
lology  and  its  benefits  could  be  more 
:asily  and  directly  passed  on  to  the 
:onsumer.  It  took  us  a  long  time  to 
ind  the  way.  We  also  had  to  learn 
iOme  hard  lessons. 

I  was  lucky  enough  to  be  introduced 
>y  an  old  friend  to  a  manufacturer's 
epresentative  in  New  York  named 
\dolph  Gross,  who  had  a  company 
called  Agrod  Co.  at  514  Broadway.  I 
old  Gross  about  my  company  and 
vhat  we  were  trying  to  do.  He  said  he 
iked  the  sound  of  it,  and  he  immedi- 
itely  agreed  to  represent  us.  He  even 


DOES  IT  DO? 

It's  called  the  pound  button.  And  it  lets 
you  make  multiple  calls  faster  when  you 
use  an  AT&T  Card. 

Once  you  enter  your  AT&T  Card  num- 
ber, the  AT&T  Network  automatically 
remembers  it.  So  between  calls,  just  press 
the  pound  button  and  make  your  next  call. 

So,  if  you  travel  frequently,  get  the  AT&T 
Card  and  save  some  time.  Because  time 
is  something  we  can  all  use.  Simplv  call 
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offered  me  some  desk  space  in  his 
office.  The  relationship  grew  into  a 
personal  one  as  well  as  a  business  onc; 
he  was  a  good  friend  and  a  teacher  to 
me.  I  was  fortunate  to  find  several 
good  teachers  in  the  U.S.  One  of  them 
I  met  in  Tokyo,  a  Hawaiian-born  Japa- 
nese-American named  Yoshinobu 
(Doc)  Kagawa,  an  American  citizen 
who  came  to  Japan  as  a  lawyer  with 
the  economic  section  of  the  Occupa- 
tion forces.  When  the  Occupation  was 
over,  in  1952,  he  opted  to  stay  on  in 
Japan  and  represented  some  Japanese 
companies,  including  the  Toho  movie 
company.  I  asked  him  to  advise  my 
company,  and  when  I  came  to  the 
States  on  some  of  my  early  trips,  he 
came  with  me.  So  I  had  good  teach- 
ers— Adolph  Gross,  Doc  Kagawa  and 
then  probably  my  best  teacher,  Ed- 
ward Rosiny,  who  was  Gross'  lawyer 
and  became  mine. 

I  met  Rosiny  only  after  Gross'  un- 
timely death,  of  a  heart  attack,  in  Lon- 
don in  1958.  It  was  then  that  I  also 
met  Irving  Sagor,  who  was  the  ac- 
countant for  the  Gross  business.  I 
learned  about  American  business  ac- 
counting and  law  from  these  fine 
men.  I  needed  people  I  could  trust 
when  I  began  to  think  of  establishing 
Sony  America,  and  these  two  men 
were  the  finest  teachers  and  helpers  to 
me.  Since  Sagor  was  a  CPA,  he  was 
able  to  see  that  my  tax  affairs  were 
being  properly  handled.  Eddie  Rosiny 
and  I  became  like  brothers,  working 
together,  eating  together,  playing  golf 
(he  got  me  into  his  country  club  in 
Spring  Valley,  N.Y.),  handling  busi- 
ness problems  together.  Among  other 
things,  Eddie  taught  me  about  Ameri- 
can business  contracts,  something  al- 
most unknown  in  Japan. 

In  the  early  days  I  would  come  to 
New  York  and  take  a  cheap  hotel 
room,  and  because  my  English  was 
not  good  and  because  I  had  little  mon- 
ey, I  would  eat  in  the  Automat  or  a 
cafeteria,  where  I  didn't  have  to  speak 
to  anybody,  fumbling  around  in  En- 
glish. When  I  first  brought  Doc  Kaga- 
wa with  me  to  the  States  and  began 
taking  him  to  the  Automats  and 
booking  us  fnto  inexpensive  hotels, 
he  let  me  know  that  this  would  not 
do.  For  our  own  pride  and  for  the 
dignity  and  prestige  of  the  company 
name,  he  said,  we  had  to  operate  at  a 
higher  level.  He  showed  me  that  it 
was  better  to  stay  in  the  cheapest 
room  in  the  best  hotel  than  to  stay  in 
the  best  room  in  the  cheapest  hotel. 
He  insisted  that  I  eat  in  good  restau- 
rants and  learn  to  appreciate  the  dif- 
ferences in  food  and  service.  When  we 
would  travel  around  the  U.S.  on  our 
meager  budget,  we  would  sometimes 


have  to  share  one  room,  but  we  al-  When  we  announced  to  the  wc| 
ways  stayed  in  the  better  hotels.  that  we  had  succeeded  in  making 

The  value  of  having  fine  teachers  world's  first  transistorized  televis 
like  Doc  Kagawa  is  beyond  cstima-  set,  at  the  end  of  1959,  Delmoni 
tion.  Most  Japanese  businessmen  who  without  even  consulting  with  us, 
visited  the  U.S.  in  those  days  tended  gan  advertising  that  they  were  go- 
to be  clannish  and  learned  about  the  to  be  handling  it.  I  was  alarmed 
country  from  other  Japanese  business-  this,  because  I  did  not  like  the  v 
men  who  had  preceded  them.  But  it  things  had  been  going,  and  I  could 
doesn't  take  much  analysis  to  see  the  disaster  ahead  if  our  relationship  o 
inadvisability  of  this  approach.  De-  tinued.  Before  the  ink  was  dry  on  tb 
spite  a  couple  of  years  of  living  in  a  ad  campaign,  I  told  Delmonico  th« 
foreign  country,  these  Japanese  busi-  had  no  intention  of  marketing  tele 
nessmen  were  still  strangers;  follow-  sion  sets  through  them.  I  was  afr 
ing  their  advice  was  like  the  blind  our  great  new  TV  sets,  the  first 
leading  the  blind.  I  was  learning  about  their  kind  in  the  world,  would  be  m 
America  from  people  who  were  right  chandised  cheaply  or  even  discou 
at  home  in  America  and  had  20/20  ed.  What  I  had  in  mind  for  my  prodi 
vision.  line  was  an  image  of  class  and  h 

The  job  of  selling  our  products  in  quality,  which  really  represented  i 
the  U.S.  was  more  than  I  could  take  products. 

on  as  a  one-man  show.  I  had  discussed  We  had  quite  a  fight  over  th 
the  problem  with  Gross,  and  on  his  Thanks  to  Ed  Rosiny,  we  avoidec 
advice  I  appointed  Delmonico  Inter-    long,  drawn-out  court  battle,  but 

did  have  to  negotiate  for  a  long  tir 
and  it  cost  a  lot  of  money.  We  poini 
out  to  Delmonico  that  we  had  sigr 
a  contract  with  them  for  radios  a 
time  when  we  knew  television  woi 
follow — we  were  actually  working 
TV  at  the  time — but  we  didn't  km 
when  we  would  be  able  to  come  c 
with  it,  and  we  had  not  specifica 
mentioned  TV  to  them.  I  had  kne 
that  one  day  we  would  get  into  the  1 
business,  so  I  cited  the  patent  fili 
date  to  prove  my  point.  That  me£ 
we  were  not  giving  Delmonico  t 
right  to  our  TV  sets  and,  in  fact,  w< 
exempting  or  omitting  TV  purpos< 
from  the  Delmonico  sales  contract 
The  people  at  Delmonico  did: 
like  that,  and  we  decided  the  only  w 
to  resolve  the  difficulty  was  to  e 
our  relationship.  They  wanted  a  1 
settlement — $300,000  to  break  t 
contract — and,  as  we  resisted,  th 
Morita,  age  I.  with  his  father  in  l()22  gradually  came  down  a  bit  in  th 
Lessons  learned  the  hard  way.  demand.  At  more  than  one  point  I  w 

  ready  to  settle.  I  thought  they  wot 

national  as  the  distributor  of  our  radi-    not  go  lower.  But  Ed  Rosiny  was  v. 
os.  The  relationship  with  Delmonico    ready  to  settle,  and  I  went  along  wi 
was  fine  for  a  while,  but  it  was  not    his  judgment.  He  said,  "Give  me  o 
long  before  I  began  to  worry  about  it.    more  day  and  I'll  get  them  down 
Our  name  became  better  known  and    $100,000."  Sure  enough,  he  manag 
sales  increased,  but  the  people  at    to  bring  the  settlement  down 
Delmonico  seemed  more  interested    $75,000.  I  asked  him  how  much  \ 
in  low  price  than  in  quality.  It  got  to    fee  was,  and  he  said,  "Twenty-fi 
the  point  where  we  would  find  our-    thousand  dollars.  I  will  take  my  i 
selves  haggling  over  the  cost  of  an    out  of  their  money."  I  got  to  like  hi 
imitation  leather  case  and  whether    even  more, 
we  could  make  it  a  few  cents  cheap- 
er. They  frequently  asked  us  to  pro-    Editor's  note:  Sony  in  1957,  around  i 
duce  some  inexpensive  radios  that    time  Chairman  Morita  recalls,  had  sa 
they  could  sell  at  high  volume  at  big    of  $7. 7  million,  profits  of  $850,833-  h 
discounts.  That  was  not  my  style,    year  Sony  had sales  of $6.7  billion,  pro) 
and  I  said  so.  We  were  not  interested    of  $344  million.  Its  231 -2  million  shai 
in  producing  low-quality  goods  just    traded  on  the  New  York  Stock  Exchan 
to  make  money.  are  valued  at  $4.7  billion  ■ 


1 1938,  when  a  Martian  invasion  threatened  the  world,  Allendale 
had  been  insuring  planet  Earth  for  103  years. 


n  that  uncertain  October  evening  back  in  '38  when 
>n  Welles'  incredible  broadcast  proved  the  power  of  radio, 
ndale  had  been  a  credible  property  insurer  for  103  years, 
xlay  at  Allendale,  we  continue  to  shape  the  history  of 
control  with  engineering,  training,  research  and  testing, 
onsiveness  and  fairness  in  the  way  we  do  business, 
hroughout  the  years  we've  been  more  than  an  ordinary 


insurance  company.  Commitment  to  our  insureds  goes  well 
beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  PO.  Box  7500, 
Johnston,  Rhode  Island  02919. 

Allendale  Insurance/ Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 
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So  you  think  firing  an  underling  can  be  a 
problem?  Then  consider  the  headaches  that 
firing  a  higher-up  can  now  wreak. 

Fire-proof 
executives? 


By  Jill  Andresky 

F|  or  Ian  Dowie,  a  national  sales 
manager  for  IBM  Canada,  the 
1979  job  offer  from  Exxon 
seemed  a  dream  come  true.  Dowie 
was  already  making  $75,000  per  year 
at  IBM,  but  Exxon  offered  to  boost 


that  to  $82,000,  make  him  vice  presi- 
dent of  marketing  of  the  company's 
office  products  division  (with  a  good 
shot  at  the  presidency)  and  throw  in  a 
special  stock  option  program  with  an 
estimated  value  of  $1  million. 

Dowie  accepted  the  offer.  Yet  no 
sooner  did  he  report  for  work  at  Exx- 

claudio  Edingcr 


on's  New  York  City  headquarters 
February  of  1980  than  things  began 
go  wrong.  First,  the  company  reor; 
nized  its  office  products  business  a 
put  another  man  in  the  top  job,  ther 
passed  over  Dowie  for  other  key  jo 
Later  Exxon  revoked  his  shares  in  t 
special  stock  plan  for  executives, 
late  1982  Exxon  fired  Dowie. 

No  surprise  Dowie  decided  to  9 
Exxon,  alleging  breach  of  contract  a 
fraud.  Now  a  federal  court  jury 
Bridgeport,  Conn,  has  agreed  that 
was  mistreated  and  has  awarded  h 
a  stunning  $10.1  million  in  da 
ages — equivalent  to  his  salary  . 
nearly  120  years. 

Wrongful  discharge  suits  from  bh 
collar  workers  are  a  familiar  enou 
annoyance  to  corporate  manaj 
ments.  But  Exxon  is  far  from  bei 
alone  in  discovering  the  joys  of  bei 
sued  by  dismissed  executives.  On 
the  only  constraints  on  corporatic 
when  firing  executives  were  the 
placed  by  age-discrimination  laws  a 
any  written  employment  contrac 
But  since  the  early  1980s,  courts  ha 
increasingly  held  in  effect  that,  on 
appointed,  executives  have  vest 
rights  in  their  position. 

"The  employment-at-will  defer 
has  absolutely  eroded  with  upper-k 
el  employees,"  says  Stephen  Cab 
an  employment  law  specialist  and  : 
nior  partner  at  Philadelphia-bas 
Pechner,  Dorfman,  Wolffe,  Rouni 
&  Cabot. 

One  recent  case  bodes  particulai 
ill  for  corporate  America.  It's  the  a 
of  Robert  Ohanian  v.  Avis  Rent-a-C 
System,  filed  in  the  Eastern  District 
New  York  and  decided  last  Novemt 
by  the  U.S.  Court  of  Appeals  for  t 
Second  Circuit.  Ohanian,  a  onetir 
sales  vice  president  for  Avis'  weste 
region,  claimed  that  Avis  promis 
him  employment  security  ("unless 
screwed  up  badly")  if  he  agreed 
move  to  the  Northeast  to  direct  one 
Avis'  more  troubled  divisions.  Eve 
tually  he  was  fired  without  severan 
pay.  He  sued  for  breach  of  contract 

Since  Ohanian's  job  security  proi 
ise  was  only  oral,  the  case  normal 
would  never  have  gotten  to  trial  t 
cause  the  New  York  State  statute 
frauds  holds  that  most  oral  contrac 
are  enforceable  only  if  they  can 
performed  in  less  than  one  year.  B 
the  court  decided  that  oral  emplc 
ment  agreements  were  worth  an  e 
emption  from  the  statute — al 
awarded  Ohanian  over  $300,0C 
Even  more  annoying  for  Avis,  the  ju 


Of  the  290  different  cars 
you  could  buy,  who  has  the  one 
more  fleets  invest  in 
than  any  other? 


WHEN  YOU  LIVE  A  CUTTY  ABOVE. 
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HQ 


Cutty  Sark. 
Uncommon  Quality. 


chose  to  disregard  some  papers  Ohan- 
ian  had  signed  when  moving,  includ- 
ing a  statement  that  he  was  employed 
"at  will"  and  could  be  terminated  at 
any  time.  This  wild  and  woolly  ruling 
seems  to  imply  that  corporations  can 
be  held  to  obligations  but  individuals 
cannot. 

In  Michigan— which  rivals  Califor- 
nia as  the  toughest  jurisdiction  in  the 
country  in  which  to  light  these 
suits — courts  have  eroded  employers' 
rights  even  further.  In  another  land- 
mark case,  Chamberlain  v.  Bissell  Inc.,  a 
1982  court  held  that  once  a  firm  un- 
dertakes to  evaluate  an  executive,  it 
must  do  so  "properly."  Who  is  to  say 
what  is  proper?  A  jury,  of  course, 
which  awarded  the  executive  in  ques- 
tion $61,000  because  his  employer 
failed  to  warn  him  of  his  deficiencies 
and  of  what  would  happen  if  he  failed 
to  correct  them. 

David  Golub,  the  Stamford,  Conn.- 
based  lawyer  who  represented  Ian 
Dowie,  gets  lots  of  calls  these  days 
from  fired  or  laid-off  executives. 
"Corporations  had  better  understand 
that  their  executives  won't  just  gen- 


By  Janet  Novack 

As  if  Representative  Dan  Rosten- 
kowski's  recent  statement 
t  that  tax  rates  will  soon  have 
to  be  increased  wasn't  depressing 
enough,  within  weeks  the  IRS  will 
begin  sending  scary  missives  to  as 
many  as  150,000  taxpayers  with  ac- 
tive brokerage  accounts.  Dear  taxpay- 
er, the  so-called  CP-2000  letter  will 
say,  in  effect.  We  have  reason  to  be- 
lieve you  failed  to  report  income  from 
1984  securities  transactions.  Either 


teelly  disappear  after  they've  been  fir- 
ed," says  Golub. 

Have  the  lawyers  found  yet  another 
way  to  get  their  hands  in  those  deep 
corporate  pockets?  It  looks  that  way. 
But  in  Chicago's  Seventh'  Circuit 
Court,  Judge  Frank  Esterbrook,  a  Rea- 
gan appointee,  has  launched  a  one- 
man  crusade  to  protect  the  notion  of 
employment  at  will.  Last  December, 
he  dismissed  a  motion  for  appeal  in 
Kumpfv.  Steinhaus,  a  case  in  which  an 
executive  sued  after  his  post  was 
eliminated  because  of  corporate  con- 
solidation. "Courts  recognize  that 
managers  have  both  better  informa- 
tion and  better  incentives  than  they," 
Esterbrook  emphasized.  "The  privi- 
lege to  manage  corporate  affairs  is  re- 
inforced by  the  rationale  of  employ- 
ment at  will." 

That  makes  sense,  but  juries — and 
many  judges — just  love  to  soak  those 
big,  soulless  corporations.  So  how  can 
a  corporation  protect  itself?  Peter 
Panken,  a  senior  partner  in  employ- 
ment and  labor  law  at  New  York's 
Parker,  Chapin,  Flattau  &.  Klimpl, 
urges  companies  to  protect  them- 


pay  up  or  explain  within  30  days. 

The  IRS  and  its  more-powerful- 
than-ever  computers  are  at  it  again, 
matching  more  figures  provided  by 
outside  sources  against  figures  provid- 
ed by  taxpayers.  For  years  the  IRS  has 
matched  wage,  dividend  and  interest 
reports  against  individual  filings. 
Now  matching  has  been  extended  to 
cover  assets  traded  through  brokers. 

As  part  of  the  Tax  Equity  &  Fiscal 
Responsibility  Act  of  1982,  brokers 
were  instructed  to  send  IRS  1099-B 
forms  for  each  of  their  clients'  trades. 


selves  by  building  up  a  record,  in  a< 
vance,  of  reasons  for  terminatioi 
"Give  the  person  several  warnings,, 
says  Parker.  "Even  if  you  don't  like  t 
do  so  with  an  executive,  offer  hii 
counseling,  and  then  give  him  time  t 
improve." 

If  the  executive  fails  to  shape  ui 
suggests  Panken,  try  to  convince  hia 
to  leave  voluntarily,  with  a  golde 
handshake.  "Offer  him  maybe  sj 
months'  extra  salary,  over  and  abo\| 
any  severance  pay  he  is  due.  But  mak 
certain,"  he  cautions,  "that  this  bu)| 
your  company  a  written  release  sta 
ing  that  the  executive  left  voluntaril 
and  has  received  the  bonus  in  retui) 
for  a  promise  not  to  sue  under  an 
circumstances."  Give  the  executh 
plenty  of  time  to  consider  the  docil 
ment,  encourage  him  to  ask  questior 
and  even  to  consult  his  lawyer.  Thei 
even  though  the  release  may  not  tj 
100%  ironclad,  it  will  help  to  build 
courtroom  defense  if  it  should  pro\ 
necessary. 

Finally,  consider  providing  fire 
managers  with  outplacement  cout 
seling.  ■ 


The  1099-Bs  list  the  gross  proceed 
(not  gains  or  losses)  from  every  stocl 
bond  and  commodity  sale  as  well  £ 
the  actual  aggregate  profit  or  loss  fror 
regulated  futures  or  foreign  currenc 
contracts.  The  brokers  send  the  info 
mation  in  on  computer  tape,  all  read 
to  run  on  Big  Brother's  mainframes. 

Get  the  idea?  Suppose,  on  h 
Schedule  D  (Capital  Gains  &  Losses 
a  taxpayer  lists  the  $14,000  he  r< 
ceived  from  selling  100  IBM.  He  list 
another  $14,000  from  unloading  20 
GM.  But  he  forgets  to  mention  th 
$50,000  he  made  on  the  World  c 
Wonder  new  issue.  It  is,  after  all,  hai 
to  keep  track  of  all  those  confirmatio 
tickets — and  besides,  how's  the  IR 
going  to  know?  Indeed,  the  IRS  calci 
lates  that  taxpayers  reported  less  thai 
60%  of  their  capital  gains  in  198  I 
doing  Treasury  out  of  $9.1  billion. 

The  1099-B  tapes  now  give  the  ta 
people  a  way  to  cross-check  the  cap 
tal  gains  part  of  a  return.  From  no1 
on,  "overlooking"  that  $50,000  fror 
World  of  Wonder  will  carry  new  risl 
On  the  other  hand,  taxpayers  who  n< 
glected  to  report  gains  from  commoc 
ity  trading  can  breathe  easy,  for  nov 
The  IRS  still  hasn't  figured  out  how  t 
match  those  trades. 

What's  more,  for  tax  year  1984,  th. 
Schedule  D  was  so  poorly  designe 
that  nearly  80%  of  taxpayers  failed  t 
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Tax  cut  or  no,  a  lot  of  people  are  going  to 
pay  more  next  year,  not  less. 


"Dear  tax  evader 
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Knowledge  is  power. 


The  Scholars,  Maam  Valley,  Connemara,  Co  Galway 


rhe  Irish  never  underestimate  the  importance  of  learnins. 
We  spend  a  higher  proportion  of  GDP  on  education  than 
Britain,  France  or  Germany.  More  than  a  quarter  of  the 
x>pulation  is  in  full-time  education. 

today,  Ireland's  share  of  US  manufacturing  investment  in 
:he  EEC  is  nine  times  greater  than  it  was  a  decade  ago. 

Iter's  the  Power  of  Knowledge. 

reland.  Home  of  the  Irish.  The  young  Europeans. 

IDA  Ireland  A 

INDUSTRIAL  DEVELOPMENT  AUTHORITY 

IDA  Ireland  has  offices  in  New  York  (212)  972 1000,  Chicago  (312)  644  7474,  Cleveland  (216)  248  3350, 
Los  Angeles  (213)  829  0081,  Menlo  Park,  Calif  (415)  854  1800,  Houston  (713)  965  0292, 
Boston  (617)  367  8225,  Atlanta  (404)  351  8474 

This  announcement  is  published  by  IDA  Ireland,  5  Grand  Central  lowers,  East  45th  Street,  New  yark  10017,  which  is  registered  under  Ihe  Foreign  Agents 
lustration  Are,  as  amencW,  as  an  agerit  of  the  Gcwtnirierit^        This  material  is  filed  with  the  Department  of  Justice  where  the  reojjired  regulation 
statement  is  a/aiiable  for  public  inspection  Registration  does  not  indicate  approval  of  Ihe  contents  by  the  United  States  Government 


"WE'RE  THE 
YOUNG  EUROPEANS!' 


EVERY  AIR  EXPRESS  I 
COMPETITION  WITH  FE| 
HERE'S  WHAT  THEY" 


The  most  advanced  air- 
craft landing  system  in 
the  industry.  The  Federal 
Express  fleet  utilizes 
Category  IIIA  avionics. 
So,  Federal  Express  can 
often  land— and  deliver- 
when  others  can't. 


PANY  IN  AMERICA  IS  IN 
XL  EXPRESS. 
P  AGAINST. 


The  most  advanced,  comput- 
erized tracking  system 
in  the  industry.  Federal 
Express  employs 
COSMOS,sman  infor- 
mation management 
system  that  pinpoints 
a  package's  location 
from  pickup  to 
deliver 


I 


sorting  facility  in  the 
industry.  Served  by 
automated  conveyor 
systems  and  computer 
coding  of  packages, 
the  Federal  Super 
Hub  has  achieved 
l&unheard-of .levels 
of  accuracy. 


The  fact  is,  Federal  Express  can  deliver  packages  when 
others  can't,  can  track  packages  when  others  can't,  and  can 
even  prevent  shipping  mistakes  when  others  can't. 

And  that  is  precisely  why  Federal  Express  can  make 
guarantees  when  others  won't: 

No  one  else  offers  a  money  back  guarantee  for  10:30  a.m. 
delivery* 

No  one  else  offers  a  money  back  guarantee  to  tell  you  the 
exact  status  of  your  package  within 
30  minutes** 

In  short,  what  Federal  Express 
offers  is  a  guarantee 
that  all  air  express 
companies  are  not  alike. 

Or  your  money  back. 

FEDERAL  EXPRESS 

WHY  FOOL  AROUND  WITH  ANYONE  ELSE? 

*Or  by  our  scheduled  delivery  time  as  indicated  in  the  "Cities  Served"  section  of  our  Service  Guide. 
"See  refund  policy  in  the  "Service  Conditions"  section  of  our  Service  Guide  for  details.  Offer  not 
applicable  to  package  consolidates.  See  our  Service  Guide  for  details. 


THE 


ANCIAL  SERVICES,  ONE  STANDS  OUT. 


Everywhere  you  look,  there's  another  one. 
Another  financial  network.  Another  financial  service. 
Which  one's  for  you? 

Look  for  the  one  with  the  long  record — at  least 
120  years  of  financial  success. 

The  one  who  has  never  missed  a  dividend  in  all 
those  years. 

The  one  with  a  solid  foundation — over 
$40  billion  in  assets. 

The  one  with  the  diversity  that  protects  against 
adversity. 

The  one  who  knows  when  to  fund  ventures  and 
when  to  buy  Treasury  notes  . 

The  one  who  knew  how  to  say  "no"  when  every- 
one else  was  saying  "yes."  And  who  knows  how  to  say 
"yes"  now  that  some  are  saying  "no." 

The  one  that  America's  most  demanding  corpora- 
tions count  on  for  pension  plans,  employee  benefits 
and  risk  management. 

Look  for  The  Travelers. 

One  of  the  most  respected  financial  experts 
in  the  world. 

Have  you  looked  under  The  Travelers 
Umbrella  lately? 


romplete  a  section  designed  to  aid 
|)99-B  matching.  The  IRS  has  revised 
le  form  and  is  letting  the  80%  slide 
Ir  1984.  But  it  is  sending  letters  to 
Ixpayers  who  completed  the  section 
md  in  its  view  left  something  out.  No 
Hiscientious  deed  goes  unpunished. 
Receiving  a  CP-2000  doesn't  neces- 
irily  mean  you  owe  the  Treasury.  If 
cperience  with  other  new  matching 
ograms  is  any  guide,  about  a  fourth 
the  letters  will  go  to  folks  who  owe 
athing  but  have  been  snagged  by  IRS, 
oker  or  tax  preparer  error.  Still,  un- 
)ing  the  mistake  will  require  time. 
Document  matching  is  of  growing 
nportance  among  the  IRS'  kit  of 
Dmpliance  instruments,  and  for  good 
lason:  economics.  For  the  1983  tax 
sar  the  IRS  spent  $154  million  to 
latch  541  million  documents  (78% 
[  those  received).  Thanks  to  those 
latches,  the  service  assessed  $2.7  bil- 
on  in  extra  taxes  and  penalties — a 
:turn  on  its  investment  of  almost  18- 
For  1985  returns  the  IRS  expects 
)  match  more  than  90%  of  the  esti- 
lated  900  million  documents  it  re- 
vived. By  contrast,  the  percentage  of 
idividual  returns  audited — a  more 
xpensive   procedure — has  declined 
om  4.8%  in  1965  to  1.3%  last  year. 
There  is  probably  bad  news  for  an- 
ther group  of  taxpayers,  too:  those 
who  have  been  underreporting  gains 
lorn  real  estate  sales  or  dividend  and 
titerest  payments  to  their  partner- 
ihips  and  Subchapter  S  and  personal 
ervice  corporations.  (Subchapter  S 
Corporations  have  35  or  fewer  share- 
holders and  pass  profits  and  losses 
Jirectly  to  shareholders.)  The  tax  bill 
low  pending  requires  1099s  for  real 
[state  sales.  Partnerships  and  Sub- 
[hapter  S  corporate  returns,  which 
pven't  been  targets  of  computer 
natching,  could  be  included  in  the 


program  in  future  years.  A  recent 
GAO  pilot  study  of  105  San  Francisco 
partnerships  and  corporations  found 
that  about  half  were  underreporting 
interest  and  dividend  income.  Con- 
gressional staffer  Peter  Barash  says 
early  results  from  a  national  GAO 


survey  under  way  confirm  the  San 
Francisco  experience.  Representative 
Doug  Barnard  (D-Ga.)  is  using  that 
study  to  push  for  business  return 
matching. 

The  taxmen  say  they  haven't 
matched  1099  documents  against 
partnership  and  Subchapter  S  corpo- 
rate returns  because  logistical  prob- 
lems made  it  uneconomical.  One  ma- 
jor problem:  Some  60%  of  all  corpora- 
tions file  on  a  fiscal  year,  whereas  the 
1099  reports  cover  the  calendar  year. 

But  note:  The  pending  tax  bill  re- 
quires partnerships,  personal  service 
corporations  and  Subchapter  S  corpo- 
rations to  file  their  taxes  on  a  calendar 
year.  IRS  Associate  Commissioner 
Philip  Coates  tells  Forbes  that  the 
tax-year  switch,  combined  with  a 
"conclusive"  GAO  finding  of  wide- 
spread underreporting,  might  con- 
vince the  agents  to  train  their  com- 
puters on  partnership  and  Subchapter 
S  corporate  returns. 

To  put  it  another  way,  tax  rates  for 
chronic  underreporters  will  probably 
rise  even  as  they  fall  for  the  more 
scrupulous.  ■ 


Taxing  Matters 


In  taxation,  General  Utilities  is  out,  gener- 
al confusion  in.  This  is  tax  reform? 


Lights  in 
the  fog 


By  Laura  Saunders 


ost  proprietors  of  privately 
owned  companies  spend  lots 
of  time  pondering  how  to 
sell  or  pass  on  their  businesses  while 
paying  the  least  possible  taxes.  "Once 
you  pass  40,  it's  a  question  you  think 
about,"  says  Gilbert  Richards,  59, 
owner  of  Richards  Industries,  a  Cin- 
cinnati-based manufacturer  of  indus- 
trial valves.  "It's  constantly  on  my 
mind."  Of  course.  Who  wants  to 
spend  a  lifetime  building  a  business 


and  then  have  Uncle  Sam  walk  off 
with  most  of  the  assets? 

Thanks  to  the  complex  tax  reform 
package  now  before  Congress,  ques- 
tions of  liquidation  and  succession 
will  consume  even  more  of  owners' 
time.  The  most  nettlesome  reform  is 
repeal  of  the  General  Utilities  doc- 
trine. This  50-year-old  provision  has 
allowed  companies  to  avoid  double 
taxation  on  assets  distributed  in  a  to- 
tal liquidation  (Forbes,  Jan.  13). 

Suppose,  for  example,  that  the  own- 
er of  a  specialty  chemicals  company 
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I       "When  Stoneham  Lumber  wanted 
orders  in  their  office  to  match  inventory 
out  back,  they  bought  a  computer  and 
software  from  Contel. 

"Considering  that  a  major  university 
chose  Contel  to  link  up  6000  computers, 
I'd  say  they're  in  capable  hands." 


To  learn  more  about  Contel  computers  and  phone  systems  for  small  business  (or  private  telephone  networks,  satellite 
service,  or  information  systems  for  big  business  and  government)  write  to  Contel  Corporate  Communications, 
245  Perimeter  Center  Parkway,  Atlanta,  Georgia  30346.  ©1986  contel  corporation 


with  a  book  value  of  $10  million  sells 
his  stock  for  $20  million  this  year. 

The  buyer,  naturally,  wants  to 
write  up  the  assets  to  the  new  value, 
for  the  depreciation.  Thanks  to  Gen- 
eral Utilities,  there  would  be  no  cor- 
porate tax  due  on  the  $10  million  gain 
arising  from  the  sale;  the  owner 
would  pay  capital  gains  on  it,  at  20%. 
The  new  buyer  would  have  to  pay 
recapture  taxes  of  about  $920,000  for 
the  privilege  of  writing  up  the  assets. 
But  the  buyer  would  also  get  back 
nearly  $5  million,  spread  over  seven 
years,  in  the  form  of  higher  deprecia- 
tion charges  on  the  revalued  assets. 
No  surprise  that  corporate  raiders 
loved  playing  with  General  Utilities. 

What  happens  to  the  same  deal 
once  General  Utilities  is  gone?  The 
buyer  would  owe  an  immediate  34% 
tax  on  the  $10  million  gain  at  the 
corporate  level.  Moreover,  tax  re- 
form's reduced  tax  rates  and  elongat- 


sale  of  a  business  by  then  will  still 
reap  General  Utilities'  benefits.  (If  an 
owner  already  had  a  plan  of  liquida- 
tion in  effect  Aug.  1,  he  has  all  of  next 
year  as  well.)  As  a  favor  to.small  busi- 
nesses, lawmakers  also  retained  until 
1989  most  of  the  General  Utilities 
doctrine  for  companies  sold  for  $5 
million  or  less,  and  part  of  the  doc- 
trine for  companies  sold  for  between 
$5  million  and  $10  million. 

Are  you  confused?  If  you're  not,  you 
should  be:  Even  accountants  are  say- 
ing they  have  to  start  all  over  again 
and  learn  from  the  beginning. 

Okay,  but  what  if  you're  in  the 
midst  of  starting  a  new  business?  Or 
simply  don't  want  to  liquidate  by 
year-end,  even  if  you  could?  In  this 
case,  advises  Janice  Johnson,  senior 
manager  with  Seidman  &  Seidman,  it 
might  make  sense  to  convert  your 
business  from  regular  corporate  form 
to  a  Subchapter  S  corporation. 


ed  depreciation  schedules  reduce  the 
value  to  the  buyer  of  higher  deprecia- 
tion charges  from  his  acquisition. 

Albert  Macchioni,  a  principal  with 
New  York's  Shea,  Paschall  &  Mac- 
chioni, an  investment  banking  firm 
specializing  in  small-company  trans- 
actions, figures  that  the  net  present 
value  difference  for  this  hypothetical 
deal  is  about  $3.3  million  in  aftertax 
cash  flow,  once  General  Utilities  is 
repealed. 

On  top  of  this,  tax  reform  would 
oblige  the  seller  to  give  the  govern- 
ment up  to  28%  of  his  capital  gain  on 
the  sale,  vs.  20%  currently.  And  that's 
before  some  of  our  greedier  cities  and 
states — New  York,  Massachusetts, 
Wisconsin,  for  example — grab  their 
piece.  Says  Macchioni:  "Congress  ig- 
nored the  poor  Joe  who  has  been  tak- 
ing hardly  anything  out  of  his  busi- 
ness all  these  years,  building  up  a 
business  for  that  capital  gains  benefit 
in  the  sky,  which  is  now  gone." 

But  don't  give  up  hope.  Because 
General  Utilities  remains  law  until 
year-end,  an  owner  able  to  close  the 


Among  their  many  advantages, 
Subchapter  S  corporations  don't  have 
a  General  Utilities  problem.  Why 
not?  Because  everything  passes  direct- 
ly to  the  shareholders.  No  double  tax- 
ation for  Sub  S  companies.  In  our  hy- 
pothetical chemical  company  exam- 
ple above,  no  tax  would  be  due  on  the 
$10  million  gain  because  Congress 
has  specifically  exempted  Sub  S  cor- 
porations from  most  taxes  at  the  cor- 
porate level.  Caveat:  Businesses  con- 
verting to  Sub  S  status  must  wait 
three  years  before  liquidating.  Other- 
wise, the  taxmen  will  make  the  com- 
pany pay  taxes  as  though  it  were  a 
regular  corporation. 

Another  important  Sub  S  advantage 
lies  in  the  fact  that  all  profits  (and 
losses)  accrue  to  the  owners.  That 
means  the  maximum  tax  rate  on  Sub 
S  profits  will  be  28%  under  the  new 
law,  vs.  a  top  34%  for  corporations. 

The  bad  news?  The  bad  news  is  that 
Sub  S  corporations  can  have  only  one 
class  of  stock,  no  more  than  35  share- 
holders (husband  and  wife  count  as 
one),  and  can  have  only  individuals  as 


shareholders — no  partnerships,  co 
rations  or  Employee  Stock  Owner 
Programs  (ESOPs).  Passive  incorr 
also  restricted.  All  of  these  res 
tions  greatly  limit  a  Sub  S  corp 
tion's  ability  to  raise  equity  cap 
On  the  other  hand,  shareholders 
lend  the  company  back  its  distribi 
earnings.  Note  that  Howard  Hug 
no  slouch  at  tax  minimization,  q 
nized  his  big  Omega  Corp.  as  a  Sv 
corporation. 

In  any  case,  it  is  safe  to  assume 
eager  investment  bankers,  beret 
the  loss  of  General  Utilities,  will  s. 
begin  customizing  debt  securities 
Sub  S's  to  help  deal  with  the  prob 
of  raising  equity  capital.  One  poss 
ity:  participating  debt,  on  which 
interest  rate  grows  as  profits  do. 

Also  of  interest  to  corporate  pro 
etors  is  the  fact  that  investment  ba 
er  Louis  Kelso,  the  father  of  ESC 
helped  persuade  Senator  Russell  L 
(D-La.)  to  retain  and  clarify  more 
visions  favoring  ESOPs  in  the 
package.  Now,  if  an  estate  sells  al 
part  of  a  closely  held  corporation  tc 
ESOP,  50%  of  the  proceeds  can 
excluded  from  the  gross  estate. 

Other    ESOP    wrinkles:  Owr 
whose  capital  is  tied  up  in  a  sir 
business  can  sell  part  of  the  stock 
an  ESOP  and  reinvest  proceeds  in 
tain  domestic  securities  without 
ognizing  any  capital  gain  until  tl 
sell.  And  ESOPs  can  leverage  the 
selves  to  buy  stock  relatively  eas 
because  lenders  are  allowed  to 
elude  50%  of  the  interest  inco 
from  the  ESOPs  from  their  taxa 
income  (see  story,  p.  72). 

Okay.  You  don't  want  to  liquid 
this  year,  and  you  don't  intend  to  c| 
vert  to  a  Sub  S.  But  you  do  want 
keep  your  business  intact  and  in 
family.  In  this  event,  check  out 
Preferred  Stock  Recapitalization  gai 
bit.  Works  like  this:  Suppose  a  fat. 
owns  95%  of  the  common  stock 
firm.  His  children  own  the  other 
The  company  expects  to  grow  rapic 
Dad  wants  to  keep  that  growth  out 
his  estate,  which  is  already  la] 
enough.  Solution?  The  company 
reorganize,  tax-free,  exchanging 
father's  common  stock  for  an  eqi 
amount  of  preferred  stock  with  a  st 
ed  dividend.  The  kids  will  now  oi 
100%  of  the  common,  which 
grow  as  the  company  grows.  The 
ue  of  the  old  man's  share  is  froze 
though  he  has  an  income  stream.  T 
only  danger,  says  Robert  Willens,  t 
partner  at  Peat,  Marwick,  "is  if  y 
make  the  valuation  unfairly." 

If  in  doubt,  see  your  accountant, 
he's  in  doubt,  give  the  poor  chap  tir 
to  study  the  new  code.  ■ 
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Information, 
len  you  need  it.  In  formats 
it  are  understandable  and  accessible. 

That's  what  you  get  with  Ultimate" 
siness  computers.  Useful  information  that 
ps  you  run  your  business  better. 

The  Ultimate  Corp.,  one  of  the  fastest 
wing  computer  companies  in  America,  has 
Dplied  complete  computing  solutions  to  over 
iOO  companies  like  yours. Through  our  interna- 
nal  dealer  network,  we  offer  proven  applica- 
ns  for  banking,  construction,  education, 
vernment,  health  care,  insurance,  investment, 
mufacturing,  professional  services,  public  utili- 
s,  publishing,  retail/distribution,  and  many 
lers.  We  have  the  solutions  you  need  now! 

To  see  how  our  computing  solutions  can 
Ip  you  manage  your  business,  call  Ultimate  today 

It  takes  the  ULTIMATE  Commitment  to 
itperform  the  competition. 


HM  ^WWHBOTH^R  Will  '"4 


World  Headquarters:  717  Ridgedale  Avenue,  East  Hanover,  NJ  07936 
1-800-654-0134    In  NJ:  1-201-887-9282 


386  The  Ultimate  Corp   Ultimate  is  a  registered  trademark  ol  The  Ultimate  Corp 


Numbers  Game 


As-  Schumpeterian  gales  of  "creative 
destruction"  buffet  the  economy,  how  do 
you  value  the  rubble? 

Big  bath? 
Or  a  little  one? 


By  Richard  Greene 


IF  FOOLISH  CONSISTENCY  is  the 
hobgoblin  of  little  minds,  accoun- 
tants are  unusually  broad-mind- 
ed. At  least  they  are  when  the  issue  is 
writing  down  plant,  property  and 
equipment  that  have  lost  value.  As  a 
result,  an  asset  carried  on  Company 
A's  books  at  $100  million  might  be 


written  down  to  $75  million.  The 
identical  asset  carried  at  the  same  val- 
ue on  Company  B's  books  might  be 
devalued  to  $40  million  or  less. 

"It's  a  very  hazy  area,  in  which 
there's  a  tremendous  amount  of  man- 
agement judgment  involved,"  con- 
cedes Mark  Malbon,  a  project  manag- 
er at  the  Financial  Accounting  Stan- 
dards Board.  "There  are  all  kinds  of 


acceptable  methods  for  making  tl 
calculation." 

With  "restructuring"  now  consi 
ered  a  positively  good  thing,  comp 
nies  arc  no  longer  hesitant  about  ta 
ing  huge  writeoffs.  The  more  the  md 
rier,  because  the  more  you  write  dovo 
today,  the  better  your  return  on  asse! 
is  going  to  look  tomorrow.  Annu 
reports  rarely  give  details  on  ho 
management  arrived  at  a  given  writ 
down  figure,  leaving  investors  at  s< 
in  understanding  the  significance 
these  figures  when  they  are  disclose< 

The  easy  case  is  selling  or  scrappii 
an  asset.  Here  the  asset's  new  value 
simply  the  proceeds  from  the  sal 
The  confusion  arises  in  valuing  "in 
paired  assets" — property  worth  le 
than  its  carrying  value — that  manag 
ment  intends  to  keep.  Oil  reserve 
steel  mills,  barges,  garden  apat 
ments — all  are  candidates  for  it 
paired  asset  status. 

How  to  write  down  such  asset 
The  answer,  basically,  is  however  yc 
please.  Among  the  new  values  ma: 
agements  can  slap  on  their  impain 
assets: 

•  A  total  of  the  predictable  cas 
flows  that  will  come  from  the  assi 
over  the  rest  of  its  economic  life, 
number  of  assumptions — future  ene 
gy  prices,  for  example,  material  e 
penses  and  labor  costs — constitu 


Easy  In,  Easy  Out  Tennessee 


With  two  major  airline  hub  cities 
and  a  centralized  location,  Ten- 
nessee offers  important  trans- 
portation advantages.  Now  that 
Northwest  Orient  and  American  Air- 
lines have  major  hubs  in  Memphis 
and  Nashville,  you  can  fly  in 
and  out  virtually  any  hour 
of  the  day. 

Tennessee  is  also 
served  by  seven  Inter- 
state highways  and  major 


waterway  systems.  Plus  we  have  ex- 
cellent rail  service.  And  by  placing 
you  within  one  day's  delivery  of  three- 
fourths  of  the  major  U.S.  markets,  a 
Tennessee  location  can  help  you  cut 
transportation  costs. 
There  are  other 
advantages,  too. 


Things  like  a  right-to-work  law  ai 
skilled  labor  force  motivated  by  e 
powerful  work  ethic.  And  the  fac 
that  there  is  no  personal  income 
We'll  gladly  tell  all.  Simply  writ 
Mike  DuBois,  Economic  &  Com 
munity  Development,  320  Sixth 
Ave.  North,  Suite  802A,  Nashvill 
Tennessee  37219,  or  call  him , 
1-800-251-8594. 

^^^^ Yesterday's  values.  Tomorrow's  jt 

Tennesse 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus. 


NEW  ISSUE  September  4,  1986 

I  5,000,000  Capital  Shares 

|  5,000,000  Income  Shares 

Global  Growth  and  Income  Fund,  Inc. 

A  Dual-Purpose  Investment  Company 


Price  $10  Per  Capital  Share 
Price  $10  Per  Income  Share 


Copies  of  the  Prospectus  may  be  obtained  in  any  State  in  which  this 
announcement  is  circulated  only  from  such  of  the  undersigned 
as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 

A.  G.  Edwards  &  Sons,  Inc. 


The  Nikko  Securities  Co. 

International  Inc. 


{ear,  Stearns  &  Co.  Inc.        Alex.  Brown  &  Sons         Dillon,  Read  &  Co.  Inc.         Drexel  Burnham  Lambert 

Incorporated  Incorporated 

joldman,  Sachs  &  Co.  Hambrecht  &  Quist  Kidder,  Peabody  &  Co.  Lazard  Freres  &  Co. 

Incorporated  Incorporated 

lerrill  Lynch  Capital  Markets  Montgomery  Securities  Morgan  Stanley  &  Co. 

Incorporated 

•aineWebber  Prudential-Bache  Robertson,  Colman  &  Stephens 

Incorporated  Securities 

F.  Rothschild,  Unterberg,  Towbin,  Inc.  Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 


this  figure.  For  all  its  fuzziness,  it  is 
perfectly  acceptable. 

•  A  total  of  predictable  cash  flows, 
discounted  to  present  value.  Since  a 
dollar  tomorrow  is  worth  less  than  a 
dollar  today,  managers  who  discount 
troubled  assets'  cash  flows  will  write 
off  more  of  the  assets  than  will  man- 
agers who  don't  discount. 

•  Net  realizable  value,  which  is  es- 
sentially what  management  thinks  it 
could  get  for  the  asset  on  the  open 
market.  GATX,  for  example,  wrote  off 
$35  million  aftertax  last  year  on  drill- 
ing rigs  and  offshore  supply  vessels. 
Management  arrived  at  that  figure  by 
marking  the  drill  rigs  to  net  realiza- 
tion value  and  the  offshore  supply 
vessels  to  50%  of  original  cost 

Confusing?  Try  this  example.  In  the 
second  quarter  of  this  year,  Standard 
Oil  wrote  off  some  $200  million  of  oil 
and  gas  reserves  in  the  Gulf  of  Mexi- 
co, part  of  an  overall  $1.5  billion  bath. 
To  get  that  $200  million  figure,  Stan- 
dard Oil  based  the  new  value  of  the 
reserves  on  the  cash  that  manage- 
ment expected  to  flow  from  the  re- 
serves over  the  years  ahead. 

Standard's  management  decided 
not  to  discount  the  future  cash  flows. 
Why  not?  In  part  because  manage- 
ment had  no  idea  what  discount  rate 
to  use — an  understandable  response 
to  a  market  as  volatile  as  oil's.  But  if 
Standard  Oil  had  discounted  the  re- 
serves' cash  flows  at  a  reasonable  8% 
discount  rate  over  10  to  15  years, 
Forbes  estimates  that  the  writedown 


on  the  Gulf  of  Mexico  properties 
would  have  come  to  around  $220  mil- 
lion pretax. 

Some  oil  companies  do  discount 
their  cash  flows.  Diamond  Shamrock 
did  when  it  hit  earnings  with  a  $600 
million  writedown  on  oil  and  gas 
properties  in  Sumatra  and  northwest 
Java  in  July  1985.  Had  Diamond  used 
Standard's  method,  the  writeoff 
would  have  been  tens  of  millions  of 
dollars  less. 

Is  Diamond  Shamrock's  account- 
ing, then,  somehow  better  or  more 
conservative  than  Standard's?  Not 
necessarily.  Remember:  A  larger 
writeoff  will  reduce  depreciation  in 
subsequent  years,  ensuring  a  better 
future-earnings  stream. 

The  potential  all  this  presents  for 
manipulating  earnings  makes  some 
auditors  nervous.  "Sometimes  man- 
agement comes  to  us  and  indicates  a 
desire  to  write  down  the  assets,"  says 
Harvey  Moskowitz,  a  managing  part- 
ner at  Seidman  &  Seidman,  "and  we 
have  to  be  concerned  about  whether 
the  writeoff  results  in  a  big  bath  and 
doesn't  really  have  justification." 

Of  some  interest  is  the  fact  that  the 
rush  to  write  down  assets  is  a  relative- 
ly new  phenomenon.  It  used  to  be  that 
an  asset  could  be  written  down  only  if 
management  could  prove  that  it 
would  never  recover  its  lost  value.  In 
1980,  however,  the  American  Insti- 


tute  of  CPAs  suggested  to  the  F; 
that  the  standards  be  relaxed  whe 
introduced  the  notion  of  "probi 
impairment."  Since  then  more  t 
one  manager  has  discovered  that  V 
Street  often  likes  and  rewards  con 
nies  that  drench  their  shareholder 
big  baths.  A  recently  released  stud? 
the  Financial  Executives  Instit 
shows  that  60%  of  the  compai 
questioned  were  using  probable 
pairment  as  a  standard. 

So  now  the  FASB  is  thinking  ab 
putting  the  writedown  issue  on 
agenda.  If  it  does,  the  rulemal« 
could  do  worse  than  retain  mucr 
the  flexibility  the  FASB  has  showi 
the  past — while  at  the  same  time 
quiring  managements  to  disclose, 
explain,  whatever  writedown  metl 
they  choose.  "There's  no  need  to  £ 
every  detail,"  counsels  Norn 
Strauss,  a  partner  with  Ernst  &  Wr 
ney.  "But  some  general  informat 
could  go  a  long  way  toward  help 
financial-statement  users  underst. 
what's  going  on." 

An  ounce  of  disclosure,  in  ot 
words,  is  worth  a  pound  of  nam 
minded  consistency.  ■ 

? 

L 


NOW 

AMERICAS  PREFERRED 
TRANSPACIFIC  AIRLINE 
FLIES  TO  THE  ORIENT  FROM 


TWICE  AS  MANY 


Asa  result  of  the 
Northwest/Republic 

Airlines  merger,  Northwest  II  C  f*l T ICC 
now  offers  convenient      tr*%ri  1/f  f  sfcw* 

one-airline  service  to  the  Orient  from  119 
U.S.  cities-more  than  twice  as  many 
as  before. 

For  millions  of  Americans,  that 
means  faster,  easier  flights  to  Tokyo, 
Osaka,  Hong  Kong,  Taipei,  Seoul,  Okinawa, 
Shanghai,  Guam  and  Manila. 

And  no  matter  where  you  live  in 
the  U.S.,  you're  near  a  Northwest 
transpacific  nonstop. 

Even  before  the  merger,  Northwest 
was  number  one  to  the  Orient,  chosen 
by  more  Pacific  travelers  than  any  other 
U.S.  airline.  For  a  lot  of  reasons. 

Faster  free  travel. 

Northwest  awards  you  free 
domestic  travel,  including  Alaska,  after 
just  20,000  miles-far  faster  than  any 
other  major  airline. 


Comfort. 


Northwest  flies 
spacious  full-size  747's  on 
all  overseas  international 
flights.  First  Class  and  Executive  Class 
passengers  are  pampered  with  Regal 
Imperial  service.  And  there's  a  quiet  and 
private  upper  deck  for  Executive  Class 
nonsmokers. 
Experience. 

Northwest  has  been  flying 
the  Pacific  longer  than  any  other  airline 
in  the  world.  Even  longer  than  Japan 
Air  Lines. 

For  information  and  reservations, 
call  your  travel  agent.  Or  call  Northwest 
directly:  800-447-4747  toll-free. 


NORTHWEST 


This  is  a 
Motorola 
modem. 


For  data  transmission,  the  Codex  2680  is  the  worlds  fastest 
modem  with  integrated  network  management  as  standard. 
At  its  speed  of  19,200  bps,  the  entire  texts  of  the  three 
plays  could  be  transmitted  in  3  minutes,  29  seconds. 

Codex  Corporation  is  a  subsidiary  ol  Motorola.  Inc . 

C'  1986  Motorola.  Inc  Motorola  anil  $).ire  registered  trademarks  ol  Motorola.  Int 


It's  fast. 
It's  reliable, 
t's  self-diagnostic, 
low  fast  is  it? 
Fast  enough 
o  transmit  "King 
.ear,"  "Hamlet" 

wd"Macbeth" 
n  less  than 
our  minutes. 


M)  MOTOROLA 


Advanced  Electronics  for 
a  More  Productive  World. 


Now  Canon  has  personal  copiers 
for  every  personality 

At  work,  at  home, 
Canon's  line  of  personal 
copiers  are  part  of  more 
people's  lives  than  ever 
before. 

i      Smaller,  lighter  and 

uniquely  brighter, 
*  the  distinctive 
new  Canon  PC-3  comes 
in  four  great  colors— red, 
blue,  black  and  white.  So 
you  get  a  personal  copier 
that's  just  your  style.  And, 
at  only  25.5  pounds,  with 
k  a  pop-up  handle,  the 
PC-3  is  portable 


Enjoy  easy  extended  payments  with  t 
Ask  for  details  at  participating  Canon 


enough  to  go  anywhere  the  work  is. 

For  making  multiple  copies,  the 
new  PC-5  and  PC-5L  have  a 
convenient  multi-stack  feeder  that 
accepts  plain  paper  up  to  letter  size 
(PC-5)  or  legal  size  (PC-5L). 

What's  more,  these  personal  copiers 
use  Canon's  new  PC  Mini-Cartridges 
that  are  smaller  than  ever. 
They  offer  five  copy, 
colors  (black, 
brown,  blue,  red 
or  green)  and 
as  always,  virtually 
maintenance-free 
operation. 


e  Canon  Credit  Card 
lealers  and  retailers. 


With  so  many  colors  and  style 
choose  from,  it's  no  wonder  only 
Canon  has  personal  copiers  for  eve 
personality. 
For  more  inform; 
call  toll  free: 
-800-OK  CAN* 


Cano 

CffiPd) 

PERSONAL  COPI 

©  1986  Cinon  U.S.A.,  InJ 


The  oil  industry  hasn  't  covered  itself  with  glory  the  past  few  years. 
How  did  Shell  avoid  the  egregious  mistakes  its  rivals  committed? 


"It's  time 
to  take  risks" 


uccess  is  easy  to  describe 
but  difficult  to  explain.  This 


c 

^^^^  is  the  explanation  of  a  remarkable  business  sue 
^    1m  cess.  It  echoes  the  wisdom  of  IBM  founder 
W^^r   Thomas  f.  Watson,  who  said  that  prosperity  is 
more  dangerous  for  a  business  than  depression.  This  is 
about  a  company  that,  almost  alone  in  its  industry,  was 
not  spoiled  by  prosperity. 

This  is  the  story  of  Shell  Oil  Co.  and  of  its  chief  execu- 
tive these  past  ten  years,  John  F.  Bookout.  It  is  a  lesson 
worth  studying  by  every  business  person  and  investor  in 


By  Toni  Mack 


America.  It  has  not  yet  been  studied 

  but  probably  will  be  one  day  in  the 

better  business  schools. 

Making  a  virtue  of  necessity,  virtually  every  major  oil 
company  today  is  "restructuring"  in  one  way  or  another. 
"We  have  not  felt  the  need  for  any  major  restructuring 
efforts,"  says  John  Bookout  proudly.  Indeed,  there  has  been 
no  need. 

Remember  oil's  "obscene"  profits  of  a  few  years  back — 
when  Texaco  was  earning  $8.75  a  share,  Mobil  $6.62, 
Chevron  $7.02?  As  might  have  been  predicted  by  anyone 


who  understood  what  old  Tom  Watson  said  about  the 
dangers  of  prosperity,  those  profit-gushers  almost  proved 
the  industry's  undoing.  Overwhelmed  by  cash  inflows,  oil 
companies  handled  the  money  badly,  overpaying  for  fash- 
ionable diversification  and  overdosing  on  overhead. 

Mobil  and  Exxon  and  Chevron,  Standard  Oil  and  Atlan- 
tic Richfield  wasted  much  of  the  fruits  of  the  now  van- 
ished prosperity  in  buying  into  businesses  their  manage- 
ments knew  nothing  about.  Intoxicated  with  profits,  they 
became  victims  of  hubris.  Exxon's  billions  would  enable  it 
to  compete  with  IBM.  Mobil  would  take  on  Sears,  Roe- 
buck. Exxon,  Atlantic  Richfield,  Standard  Oil  went  heavi- 
ly into  copper,  a  business  that  promptly  collapsed.  In  each 
case  the  losses  ran  not  into  the  millions  but  into  hundreds 
of  millions,  often  billions.  Much  of  the  windfall  gained 
from  high  oil  prices  was  dissipated  in  overpriced  and  badly 
conceived  diversification. 

Oil  companies  allowed  themselves  to  be  seduced  by 
investment  bankers  into  paying  huge  prices  for  other  oil 
companies  on  the  questionable  grounds  that  oil  reserves 
were  cheaper  on  Wall  Street  than  in  the  oilfields.  That  may 
have  been  so  for  many  big  oil  companies,  but  it  was  not 
true  for  Shell,  which  politely  told  the  investment  bankers 
to  peddle  most  of  their  wares  elsewhere.  "I  told  them," 
Bookout  says,  "that  if  I  had  their  jobs  I  would  not  be 
calling  on  Shell  but  on  one  of  those  companies  that 
had  a  $17-per-barrel  finding  cost."  Shell's  costs  were 
less  than  half  that.  t 

From  rival  companies,  the  investment  bankers 
engineered  megamergers,  earning  fees  running 
into  the  hundreds  of  millions  of  dollars.  Texaco, 
paying  a  63%  premium  over  market  to  buy  Get- 
ty Oil,  ended  with  an  albatross  of  debt  and  a 
crippling  lawsuit.  Texaco  paid  $10  billion  for 
Getty;  today  the  whole  of  Texaco  has  a  market  j 
value  of  $8  billion. 

At  the  same  time  they  were  buying  each 
other  up  and  throwing  money  wildly  into  oth- 
er people's  businesses,  big  oil  was  allowing 
overhead  to  wallow  out  of  control.  Why  not? 
Wasn't  oil  going  to  $50,  $100  a  barrel?  At 
Exxon  even  junior  geologists  flew  first  class. 
Oil  companies'  recruiters  swarmed  over  the 
technical  schools.  Fledgling  geophysicists  got 
a  headhunter's  call  a  day. 

This  was  what  IBM's  Tom  Watson  meant 
when  he  said  that  prosperity  is  more  dangerous 
than  depression.  Euphoria  ousts  common  sense 
and  experience. 

Shell  was  different. 

Says  Bookout:  "We  didn't  let  staff  get  out  of  hand 
during  the  upswing.  We  didn't  cut  like  others  did  in 
downswing. "  At  its  peak  in  1 98 1  Shell  employed  about  3 7,000 
It  has  gradually  pared  8%  through  attrition  and  selected  dismiss 


als  to  34,150  now.  Compare  this  with  the  20%  staff  cut 
backs  at  Exxon  and  Texaco  and  25%  at  Mobil. 

Not  that  Shell  is  immune  to  lower  oil  prices:  Its  first) 
half  earnings  fell  22%,  to  $495  million,  but  where  it  realh 
counts,  in  cash  flow,  Shell  was  ahead  by  4%,  to  $1.8 
billion. 

When  Bookout  took  over  in   1976,  Shell 
ranked  seventh  in  the  industry  in  net  profits. 
By  last  year  it  had  moved  to  fourth 
place,  with  net  of  $1.65  bil- 
ion — even  though 
vals    like  Texaco, 


Mobil  and  Chev 
had  pur- 


"Efficiency,  efficiency;  efficiency!" 

While  other  oil  companies  grew  fat  with  staff,  John  Bookout 
kept  Shell  on  a  diet.  Result:  Shell  has  consistently  topped  the 
industry  in  productivity.  This  year,  others'  profits  are  buoyed 
by  operations  in  Europe,  where  product  prices  have  fallen  less 
than  here.  Even  so,  wholly  domestic  Shell  is  holding  its  own. 


Ichased  profits  in  the  marketplace  through  huge  acquisi- 
tions— Texaco  of  Getty,  Mobil  of  Superior,  Chevron  of 
Gulf.  Shell,  by  contrast,  generated  its  earnings  gains  al- 
Imost  entirely  internally. 

As  one  might  expect  from  a  company  that  avoided  the 
;easy  temptations,  Shell  is  led  by  a  man  who  thinks  for 
himself,  who  does  not  run  with  the  herd.  John 
Bookout,  63,  is  a  tall,  lanky  man  with 
hazel  eyes  and  a  twang  that  tells 
of  36  years  spent  in  oil 
towns     like  Casper, 
Wyo.   and  Wichita 
!  Falls,  Tex.  The 


Shreveport,  La.  railroad  engineer,  Bookout  earned  a  mas- 
ter's degree  in  geology  from  the  University  of  Texas.  He 
served  as  a  bomber  pilot  in  World  War  II  and  then  rose 
through  Shell's  exploration  ranks  to  become  president  and 
chief  executive  in  mid-1976. 

John  Bookout  is  not  your  publicity-seeking  businessman 
and  is  relatively  little  known  to  the  public.  His  accom- 
plishments, however,  outshine  those  of  many  more  publi- 
cized figures. 

In  reserve  replacement — the  measure  of  whether  an  oil 
company  is  a  continuing  business  or  a  wasting  asset — 
Shell  has  added  more  oil  and  gas  than  it  has  used  up  during 
Bookout's  ten-year  tenure.  As  he  proudly  puts  it:  "In  1976 
we  had  3.2  billion  barrels  of  reserves.  Since  then  we've 
used  3.1  billion  barrels,  and  our  reserves  now  stand  at  3.9 
billion."  For  the  industry,  U.S.  reserves  shrank  11%. 

So  much  for  the  numbers.  What  lies  behind  them?  What 
are  the  ingredients  of  this  standout  success?  Of  what  is 
good  management  made? 

John  Bookout  took  Shell's  top  job  ten  years  ago  by  the 
calendar  but  an  eon  ago  in  terms  of  the  business  environ- 
ment. Oil  prices  were  high  and  rising,  but  demand  was 
flattening,  new  reserves  were  getting  hard  to  find  and 
big  government  was  threatening  populist  action,  na- 
k  tionalization  even,  against  the  oil  companies, 
k  It  was  common  wisdom  that  oil  had  a  brilliant 

present  but  a  dwindling  future.  Why  not  diversify? 
Use  our  brainpower  and  our  cash  flow  to  get  into 
other  businesses? 

"The  first  thing  I  was  confronted  with  by  our 
board  was,  'Should  Shell  Oil  diversify?'  "  recalls 
Bookout.  He  spent  months  weighing  opportu- 
nities both  inside  and  outside  the  oil  business. 
He  studied  diversification  into  industries  as 
varied  as  forest  products  and  biotechnology. 

"At  the  end  of  a  year  and  a  half,"  says 
Bookout,  "I  was  in  a  position  to  say  we 
shouldn't  diversify."  His  reasoning  was 
based  on  simple  common  sense:  "It  had  to  be 
almost  egotistical  to  think  that  Shell  could 
pay  a  premium  to  take  over  a  company  we 
knew  nothing  about  and  cause  it  to  perform 
2  to  2Vi  times  better  than  it  had  been,  which 
would  have  been  necessary  to  get  the  return 
on  investment  we  needed." 

Poor  stodgy  Shell.  Says  Bookout:  "We  de- 
cided we  have  abundant  opportunity  in  our 
mainline  businesses,  and  that's  where  we 
r  should  stay." 

A  decade  and  tens  of  billions  of  dollars  in  wasted 
capital  later,  most  of  Shell's  competitors  have  now 
come  to  the  same  conclusion:  that  they  should  stick  with 
energy.  That's  one  reason  their  shares  are  rising  again. 
Shell  ran  its  mainline  business  with  the  same  common  sense 
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much  they  found  . . .  and  paid 


From  1978  to  1985  Shell  found  U.S.  reserves  to  Shell  replaced  138%.  Texaco  effectively  lost  640 
replace  94%  of  its  production,  behind  only. Amoco,  million  barrels  of  U.S.  reserves  after  revising  previ- 
Including  reserves  Uom  the  purchase  of  Belridge  Oil,   ous  estimates— hence  its  desperate  bid  for  Getty. 
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Finding  and  development  cost  is  the  key  measure  of  an 
oil  company's  exploration  efficiency.  From  1978  to 
1985  Shell  spent  an  average  $7.37  per  crude-equivalent 


barrel,  the  lowest  cost  among  the  majors.  Texaco's 
results  are  not  chartable — $12.7  billion  spent  for  a  net 
decrease  in  U.S.  reserves  after  downward  revisions. 


Finding  and  development 
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Source:  Morgan  Stanley  6)  Co. 


backed  by  the  same  rigorous  analysis  it  applied  to  diversifi- 
cation. In  a  shoot-from-the-hip  business,  Shell  adopted  a 
meticulous  discipline.  "Our  strategic  plan  has  been  in  place 
virtually  unchanged  since  1978,"  says  Bookout.  "It's  been 
our  North  Pole.  It  keeps  us  on  course.  It's  been  through  one 
shock  after  another — shortages,  surpluses,  tripling  of  oil 
prices,  weak  markets,  high  interest  rates,  falling  oil  prices — 
and  it's  still  pointing  us  in  the  same  direction." 

In  what  direction?  "It's  efficiency,  efficiency,  efficien- 
cy," he  says.  Not  growth  per  se  but  achievement  of  low- 
cost  proficiency  was  the  guiding  principle.  For  example, 
Shell  in  1978  began  weeding  out  its  less  profitable  service 
stations,  concentrating  on  large  metropolitan  markets 
where  it  could  achieve  high  gasoline  volume  per  station 
and  supply  the  stations  economically. 

Every  oil  company  does  this  now,  has  been  doing  it  for 
several  years.  But  Shell  was  a  good  two  years  early.  When 
Shell  began  closing  stations,  most  big  oil  companies  had 


yet  to  shake  off  the  mentality  of  the  pre-embargo  era: 
Refineries  and  service  stations  were  simply  ways  to  move 
crude,-  the  more  outlets,  the  more  crude  you  could  move. 

Shell  today  is  down  to  11,200  service  stations  from 
17,000  in  1978,  and  its  monthly  volume  per  company- 
owned  station  has  risen  by  50%,  to  96,000  gallons  in  1985. 
Compare  that  with  Mobil's  83,300.  Instead  of  putting  on 
fat  when  things  were  good,  Shell  was  slimming  down. 

Similarly,  Bookout  was  among  the  first  in  the  industry 
to  overhaul  refineries.  While  others  were  breakfasting 
with  investment  bankers,  hatching  stock  deals,  Bookout 
was  indulging  his  passion  for  efficiency. 

In  1978  Bookout  began  a  $1.2  billion  refinery  upgrading 
program.  Today  61%  of  Shell's  refinery  output  is  in  the 
more  profitable  products,  gasoline  and  jet  fuel.  By  contrast, 
Chevron  only  began  its  SI. 3  billion  upgrading  and  expan- 
sion of  its  Pascagoula,  Miss,  refinery  in  1981.  Gasoline  and 
jet  fuel  are  just  40%  of  Chevron's  refined  product  sales. 


Oil  has  the  reputation  of  being  a  crapshooting  business, 
but  there  is  nothing  of  the  crapshooter  in  John  Bookout 
and  his  colleagues.  Not  for  Shell  the  costly  gambles  on 
unproven  technology  and  continued  high  prices  that  char- 
acterized Exxon's  and  Unocal's  costly  forays  into  shale. 
Thus,  you  will  not  find  Shell  bidding  on  every  opportunity 
that  arises.  Shell's  production  is  confined  mainly  to  Cali- 
fornia, west  Texas,  Michigan  and  the  Gulf  Coast,  both 
onshore  and  offshore.  It  has  virtually  no  production  in  big 
producing  states  like  Oklahoma  (where  the  company  start- 
ed in  1912),  Kansas  and  Colorado. 

"You  have  to  decide  what  game  you're  going  to  play," 
*  says  Bookout.  "Are  you  going  to  play  the  game  that  scat- 
ters you  all  over?  That  means  you're  playing  other  people's 
technology,  or  their  ideas,  aren't  you?  If  you're  going  to  do 
.  that,  why  have  a  staff?  You  just  need  a  checkbook  and 
scouts  to  tell  you  what  Amoco  or  Exxon  is  doing  today." 
[j    Of  course,  you  pay  a  price  for  such  disciplined  selectiv- 
ity. You  miss  some  good  ones.  When  the  Overthrust  Belt 
I  play  broke  in  the  1970s,  everyone  rushed  to  grab  a  piece. 
Ji  Shell  held  back,  and  missed  a  good  gas  play.  "I'm  just  not 
j  going  to  play  someone  else's  game,"  Bookout  says. 

In  the  games  it  does  play,  Shell  is  first-rate.  In  technol- 
j  ogy,  Shell  is  generally  held  to  rank  even  ahead  of  Exxon  in 
ij leadership.  Shell's  special  field  is  enhanced  oil  recovery, 
ji  which  helps  scour  the  last  drops  of  oil  from  a  reservoir, 
t Enhanced  recovery  accounted  for  32%  of  its  174  million 
j  barrels  of  oil  production  last  year.  Shell  has  few  rivals  in 
| offshore  waters  deeper  than  600  feet,  which  constitute  one 
|  of  the  last  exploration  frontiers  in  the  U.S. 

This  expertise,  both  geographic  and  technological, 
i  makes  Shell  a  highly  efficient  oil  finder.  From  1978  to 
j  1985  Shell  found  domestic  oil  and  gas  for  an  average  $7.37 
iper  crude-equivalent  barrel,  as  calculated  by  Morgan  Stan- 
lley.  That  cost  was  the  lowest  among  the  major  oil  compa- 
inies,  whose  average  was  $11.51  per  barrel. 

In  1983  Shell  drilled  a  prospect  called  Bullwinkle  in 
1 1,350  feet  of  water  in  the  Gulf  of  Mexico.  Shell  took  no 
i  partners  in  that  play,  a  gutsy  move  in  a  frontier  area,  where 
I  explorers  take  partners  to  spread  their  risk.  On  the  surface 
!  it  looked  as  if  Shell  was  taking  an  unaccustomed  crap- 
i  shoot.  Not  at  all.  It  was  simply  capitalizing  on  its  techno- 
logical experience.  Shell's  years  of  deepwater  experience 
(gave  Bookout  the  confidence  to  take  all  the  risk — and  all 
ithe  roughly  100  million  barrels  Shell  found  there.  "A 
1  decision,"  says  John  Bookout,  "is  as  good  as  the  informa- 
jtion  that  goes  into  it." 

Bookout's  biggest  bet  on  Shell's  technology  was  the 
i  1979  purchase  of  Belridge  Oil  in  California.  Shell  paid 
I  $3.65  billion,  and  rivals  gasped.  This  was  something  like 
I  $500  million  more  than  any  other  bid,  for  what  was 
!  believed  to  be  400  million  barrels  of  mostly  heavy,  hard-to- 
extract  oil.  "You  can't  believe  how  easy  that  decision 
twas,"  Bookout  smiles,  thinking  back  on  the  criticism  he 
took  from  outside.  "We  said,  'Okay,  here's  what  we've 
1  been  talking  about,  where  Shell  wants  to  go.'  It  took  us  30 
minutes  in  the  boardroom." 

It  really  was  no  gamble  at  all.  By  injecting  steam  and 
i  water  into  its  reservoirs,  Shell  has  more  than  tripled  Bel- 
;  ridge's  output,  to  125,000  barrels  daily.  Belridge  so  far  has 
produced  195  million  barrels,  and  its  465  million  barrels 
1  still  in  the  ground  will  last  well  into  the  next  century. 
Bookout  believes  it  may  eventually  yield  yet  another  500 
million  barrels.  Belridge  has  churned  out  $2.5  billion  of 
1  cash  to  date,  and  First  Boston  analyst  Thomas  Petrie 
estimates  that  at  an  average  $20  oil  price  it  can  pump  out 
$470  million  cash  annually  for  many  years.  "It  just  keeps 


Out  of  reach 


W1  nvestors  can  no  longer  share  directly  in  Shell's 
JL  disciplined  success.  Its  controlling  stockholder, 
Royal  Dutch/Shell,  bought  out  Shell  Oil's  minority 
shareholders  two  years  ago.  Royal  Dutch/Shell 
bought  the  remaining  31%  of  Shell  Oil  at  a  time 
when  oil  stocks  were  depressed.  The  price  seemed 
reasonable  then:  $5.7  billion,  or  $60  a  share,  a  36% 
premium  over  market.  Today,  with  oil  stocks  recov- 
ering, the  price  looks  cheap.  Royal  Dutch/Shell  ex- 
ploited the  well-known  myopia  of  most  investors, 
institutions  included.  As  Royal  Dutch  Petroleum 
and  Shell  Transport  &  Trading  shares  hit  new  highs 
this  summer,  it  was  in  part  recognition  that  the 
international  oil  giant  had  a  very  good  thing  in  Shell. 

This  100%  ownership  in  no  way,  however,  de- 
tracts from  Shell's  accomplishments.  It  is  common 
knowledge  that  Shell  operates  as  an  independent 
company,  albeit  one  whose  chairman  represents  its 
100%  shareholder.  John  Bookout:  "We  work  hard  to 
justify  our  autonomy." 

Of  course,  John  Bookout  did  not  need  to  worry 
about  takeovers  or  about  disgruntled  speculators 
dumping  his  stock.  But  freedom  from  takeover  wor- 
ries did  not  save  Exxon  or  Standard  Oil  from  costly 
forays  into  diversification. — T.M. 


Royal  Dutch  Petroleum  headquarters  in  The  Hague 
But  Shell  Oil  is  still  autonomous. 


standing  there  and  turning  out  cash,"  says  Bookout. 

Steady  as  she  goes.  When  oil  was  at  $35  a  barrel,  oil 
companies  were  punching  holes  all  over  the  place.  With 
the  price  now  yo-yoing  at  less  than  half  that  level,  they  are 
diverting  cash  flow  from  exploration  to  debt-reduction, 
cash  conservation  and  buying  in  their  own  shares.  Even 
Exxon,  easily  in  the  strongest  position  among  the  majors, 
has  cut  1986  exploration  spending  26%.  Amoco  and  Chev- 
ron will  be  down  30% .  Shell  has  cut  only  7% . 

"I  suspect  that  a  lot  of  people  had  to  stop  everything," 
says  Bookout,  "because  they  didn't  know  the  impact  on 
their  business  of  $15  oil.  A  year  before  [prices  collapsed], 
we  had  actually  run  a  case  on  $10  oil."  He  smiles  and 
remembers  an  old  Belridge  report  that  forecast  $90  oil. 

There's  lots  of  talk  these  days  about  coming  bargains  in 
the  oilfields,  about  reserves  coming  on  the  auction  block 
at  distress  prices.  So  far  it  is  mostly  talk;  prices  for  oil  in 
the  ground  haven't  come  down  nearly  so  far  as  oil  in  the 


IT'S  NOT  HOW  YOU  START  TE 


A  race  is  won  one  step  at  a  time.  Not  all 
at  once.  And  usually  not  from  the  start.  We 
know.  We're  Ericsson,  and  we've  been  in  the 
telecommunications  race  for  over  110  years. 

At  the  start  of  the  run  for  the  North 
American  market,  we  were  bunched  back  in 
the  pack  of  contenders.  But  slowly  -  one  step 


spee 


at  a  time  -  we've  been  moving  past,  them 
To  be  sure,  some  of  our  competition 
bolted  from  the  gate  with  lightning-fast 
-  only  to  falter  and  slow.  That's  fine  with  us, 
because  we've  built  a  long-term  momentum. 
Each  step  we've  taken  has  been  well- placed 
and  sure.  Each  motion  on  the  course  em- 


m,  IT'S  HOW  YOU  FINISH. 


t :  and  steady.  These  are  the  traits  that  have 
ne  us  a  worldwide  leader  in  network 
%  ?ms,  cellular  systems,  information  systems, 
[  ell  as  wire  and  cable  products.  These  too 
e  he  same  traits  that  customers  in  more 


than  100  countries  have  come  to  trust. 

To  find  out  more  about  our  stable  of 
companies,  call  us  at  1-800-331-5215.  (In  Texas 
1-800-642-6039.)  Or  write  Ericsson,  730 
International  Pkwy,  Richardson,  Texas  75081. 

But  hurry.  The  way  we're  running,  the 
race  won't  last  long. 

ERICSSON 

We're  here  when  you  need  us. 


YOUR  BUSINESS  WOULD  BE 
ABETTER  PLACE  TO  WORK  IF  IT 
IN  A  BETTER  PLACE  TO  LIVE. 


- 
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And  by  every  measure,  Pennsylvania 
ranks  among  the  most  desirable 
places  to  live  in  the  nation. 

"Our  two  major  cities,  Pittsburgh 
and  Philadelphia,  rank  first  and  fifth 
nationwide  in  quality  of  life.  And  that 
means  more  than  superior  schools, 
lively  culture,  top  pro  sports,  great 
entertainment  and  low  cost  of  living. 

"It  also  means  Pennsylvania 
enjoys  one  of  the  highest  concentra- 


"The  state  where  you  choose  to 
locate  your  business  shouldn't  only 
be  rich  in  tax  incentives  or  loan 
programs. 

"It  should  also  be  rich  in  quiet 
parks  in  the  midst  of  bustling  cities. 
Neighborhoods  brimming  with  res- 
taurants, galleries  and  theaters. 
And  mile  upon  mile  of  lakes,  rivers 
and  forest. 

"It  all  adds  up  to  quality  of  life. 

insylvania  Department  of  Commerce.  To  find  out  more  about  business  opportunities  here,  write  Jim  Pickard,  Secretary  of  Commerce 
433  Forum  Building,  Harrisburg,  PA  17120.  Or  call  (717)  787-6500. 


tions  of  scientists, 
engineers  and  profes- 
sionals anywhere. 

"You  see,  to  attract  the 
best  employees,  you  have 
to  offer  a  great  place  to  live." 

Dick  Thornburgh,  Governor 

\DUR  BUSINESS 
HAS  AFRIEND 
IN  PENNSYLVANIA. 
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arrel.  But  Bookout  hasn't  been  waiting  for  bargain  day. 
:"Now,  with  everyone  uncertain,"  he  says,  "it's  time  to 
Mtake  risks."  Through  1984  and  1985,  Shell  bought  $1.8 
billion  worth  of  properties.  Many  are  in  west  Texas,  where 
Shell  is  using  an  enhanced  recovery  technique  called  car- 
bon dioxide  injection. 

<  Bookout's  still  buying.  In  August  Shell  paid  an  estimat- 
ed $225  million  for  some  Phillips  properties  that  fit  neatly 
into  its  existing  California  properties.  Bookout  thinks 
Shell  can  operate  these  fields  more  efficiently  and  make  a 
[ot  of  money  from  them. 

Petrochemicals  are  Shell's  soft  spot.  When  Bookout  took 
Dver  in  1976,  a  massive  $2.6  billion  expansion  was  under 
way.  Shell  then  had  the  delusion  that  chemical  demand 
would  grow  twice  as  fast  as  GNP  for  20  years.  Shell  learned 
rom  this  mistake.  It  has  sharpened  its  forecasting  tools. 
Philip  J.  Carroll,  Shell's  senior  vice  president  for  adminis- 
tration, says:  "Today  we'd  test  the  plan  against  a  case  in 
which  growth  isn't  what  we  expect  it  to  be." 

Two  of  Bookout's  decision-making  aids  are  risk-dis- 
:ounting  and  what  he  calls  simply  "looking  back."  Risk- 
iiscounting  means  figuring  out  how  many  times  a  given 
ype  of  project,  be  it  service  stations  or  exploratory  wells  or 
chemical  plants,  is  likely  to  fail.  "Maybe  a  lot  of  people 
isk-discount,"  says  Bookout,  "but  how  well  you  do  it 
depends  on  how  well  you've  analyzed  your  business  on  a 
ook-back  basis." 


Looking  back  is  learning  from  the  past.  Once  a  project  is 
under  way,  its  results  are  constantly  compared  with  the 
results  forecast  for  it.  No  matter  how  careful  the  analysis 
based  on  assumptions  at  a  project's  start,  a  certain  number 
will  fail.  If  the  failure  rate  based  on  the  later  analysis  is, 
say,  one  in  four,  any  projections  are  given  a  further  haircut 
based  on  that  failure  rate.  Cautious?  Yes,  but  an  excellent 
safeguard  against  normal  human  optimism. 

Why  not,  as  others  are  doing,  write  down  the  chemical 
mistakes?  Says  Bookout:  "Financial  analysts  write  nice 
things  about  companies  that  write  off  billions  of  dollars. 
Well,  why?  Because  immediately  the  companies'  financial 
performance  will  look  better.  I  look  at  that  as,  'Uh-oh, 
what  did  I  do  to  my  shareholders?'  It  means  I  overstated 
my  earnings  some  time  back.  And  the  discipline  is  bad 
inside.  I  have  to  keep  reminding  folks,  'You  know,  you've 
got  some  investments  that  you  never  did  much  with.'  I'd 
rather  keep  those  assets  in  the  system  and  say,  'It's  our  job 
to  make  those  things  perform.'  " 

Summing  up,  Bookout  says  something  that  might  well 
be  engraved  and  hung  on  any  chief  executive's  wall  in 
these  days  of  financial  turmoil  when  so  many  American 
companies  are  hard  put  to  deal  with  the  Japanese  on- 
slaught: "With  a  good  strategic  plan,  adversity  doesn't  lead 
to  panic,  and  prosperity  doesn't  lead  to  unwise  commit- 
ments that  cannot  be  sustained."  Old  Tom  Watson  would 
have  nodded  in  agreement.  ■ 


What's  ahead  for  oil  prices 


To  operate  in  the  oil  business 
as  in  any  other  you  need  a 
working  hypothesis  on  the 
course  of  future  prices.  Never 
has  this  been  harder,  the  sup- 
ply/demand equation  being  al- 
most secondary  to  the  question 
of  whether  OPEC  can  put  an 
effective  lid  on  production. 
Here  is  Shell's  working  hypoth- 
esis, according  to  John  Bookout. 

"The  call  on  OPEC  [demand 
for  OPEC  oil]  is  the  key  parame- 
ter we  watch."  Bookout  agrees 
with  Forbes  that  as  demand  for 
oil  rises  again,  the  additional 
supplies  must  come  from  OPEC 
countries  ("We  are  living  off  our 
capital,"  Forbes,  Sept.  22).  He 
goes  on: 

"At  the  current  [OPEC  production]  rate  of  around  1 7 
million  barrels  a  day,  prices  tend  to  be  volatile  but  low. 
We've  seen  those  swings  in  the  market  recently.  It's  a 
prodigious  job  to  get  together  on  a  16.5-million-barrel 
quota.  I  suspect  that  as  oil  reaches  an  equilibrium  price, 
individual  OPEC  countries  won't  be  able  to  resist  cut- 
ting little  deals  and  putting  more  oil  on  the  market. 

"So  I  see  a  sort  of  roller  coaster  around  $15  a  barrel 
over  the  next  couple  of  years  or  so.  I've  told  our  people, 
'Do  your  economics  on  the  basis  of  $15.' 

"Once  the  call  on  OPEC  reaches  around  20  million 
barrels  a  day,  it  should  be  easier  for  OPEC  to  agree  on 
quotas.  We  would  therefore  expect  more  price  stability, 
if  prices  stay  in  a  moderate  range,  $  1 7  to  $22.  With  time, 


A  gas  pump  in  Dallas 
How  cheap,  for  how  long? 


the  demand  for  OPEC  oil  should 
rise  to  25  million  to  30  million 
barrels  a  day.  At  that  level, 
OPEC's  in  a  strong  position  to 
force  real  price  increases." 

Okay,  but  when  will  OPEC  be 
back  in  the  driver's  seat?  What's 
Bookout's  time  frame? 

"It  shouldn't  be  too  long  be- 
fore we  reach  that  first  mile- 
stone, 20  million  barrels.  If  Free 
World  demand  grows  at  1%  to 
2%  per  year,  and  U.S.  produc- 
tion declines  2%  to  2.5%  per 
year,  we  might  reach  it  as  early 
as  the  end  of  1987  to,  say,  mid- 
1989.  These  are  reasonably 
modest  assumptions,  so  mid- 
1989  is  probably  about  the  lat- 

  est  time. 

"But  if  there's  a  strong  response  to  lower  oil  prices 
[i.e.,  big  increases  in  consumption]  and  strong  Free 
World  GNP  growth,  then  demand  might  grow  at  3%  to 
4%  a  year.  If  so,  we  might  get  real  upward  pressure  on 
oil  prices  in  the  1988-89  period. 

"We're  not  planning  our  business  on  that  earlier  date, 
though,  and  I'll  probably  have  all  kinds  of  energy  ex- 
perts on  my  back  for  even  suggesting  it." 

That's  John  Bookout's  script:  wide  swings  around  a 
$15  price  for  a  year  or  two,  edging  up  to  $20  and  above 
by  1989 — possibly  earlier  if  the  world  economy 
strengthens  and  oil  users  get  careless  again.  After  that? 
If  Bookout  is  right,  OPEC  will  be  dictating  its  terms 
again  in  the  early  or  mid-1990s. — T.M. 
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LEASING 

JUST  THE  TICKET  FOR  SMALL-TICKET  EQUIPMENT 


By  Harvey  Shapiro 

Edward  Davidson  knows  a  great 
deal  about  the  problems  that  can 
occur  when  you  have  to  dispose  of 
assets  you  no  longer  need.  As 
chief  executive  of  Homepool  Co- 
operative Ltd.,  Davidson  assists  in 
selling  the  houses  of  executives 
who  are  being  transferred  to  new 
locations.  If  the  houses  cannot 
readily  be  sold,  the  executives' 
companies  have  to  buy  them  and 
figure  out  what  to  do  with  them. 
Maybe  that's  why  Davidson  says 
his  company  "leases  everything 
we  can  possibly  lease."  The  firm, 
which  is  headquartered  in  Cleve- 
land and  has  offices  in  New  York, 
Chicago  and  California,  "leases  a 
ton    of    small  equipment-type- 


writers, computers,  even  the  tele- 
phone systems,"  Davidson  says. 

Davidson  is  part  of  the  burgeon- 
ing market  for  leasing  "small-tick- 
et" items,  usually  defined  as  office 
equipment  and  other  capital  goods 
with  a  unit  price  under  $25,000. 
Some  executives  associate  equip- 
ment leasing  with  giant  transac- 
tions designed  to  transfer  tax  bene- 
fits, while  others  think  of  small- 
time deals  done  by  companies  too 
poor  to  buy  equipment.  But  in  fact, 
a  vast  array  of  organizations  lease 
small-ticket  items  because  leasing 
offers  a  range  of  important  operat- 
ing and  financial  attractions. 

According  to  Colin  Brevik,  se- 
nior vice  president  and  manager  of 
the  business  systems  group  at  U.S. 
Leasing  Corporation  in  San  Fran- 


cisco, about  50  percent  of  the  coj 
ers  in  the  United  States  are  lease 
as  are  25  percent  of  the  persor 
computer  systems.  Beyond  the 
items,  Brevik  says,  the  penetratio 
of  leasing  "varies  by  product,"  bi 
clearly  substantial  amounts  of  ot 
er  office  equipment  are  leased 
well.  So  are  significant  portions 
the  nation's  restaurant  equipmer 
machine  tools  and  an  assortme 
of  other  smaller  items  used  in 
wide  range  of  businesses.  "We  s 
people  leasing  equipment  rangi: 
from  very  high-tech  across 
board  to  very  low-tech  forkli 
and  materials-handling  equi 
ment-it  really  covers  the  gammit 
says  Charles  Prellwitz,  natior 
manager  of  the  Vendor  Investme 
Programs  of  Pitney  Bowes  Cre» 
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NOW 
YOU  CAN 
LEASE 
BUSINESS 
EQUIPMENT 
AT  THIS 
CONVENIENT 
LOCATION. 


Just  call  SAFE  LINE*  Leasing  Ser- 
vice —  a  division  of  SAFECO  Credit. 

SAFE  LINE  arranges  leasing  for 
equipment  and  machinery  from  $5000. 
And  we  do  it  quickly  and  efficiently  — 
with  plans  and  terms  tailored  to  your 
needs.  We'll  even  be  able  to  arrange 
your  lease  over  the  phone. 

Call  today  toll-free  1-800-426-6621 
(in  Washington,  206-545-3000)— for  fast, 
convenient  leasing,  without  any  hangups. 


SAFEC  1 

CREDIT  COMPANY 

The  Smart  Choice. 


Corp.  of  Norwalk,  Conn. 
•  "The  marketplace  has  been  ex- 
panding because  equipment  ven- 
dors in  more  and  more  industries 
are  promoting  leasing  to  their  cus- 
tomers,'.' notes  Paul  Gass,  presi- 
dent of  Eaton  Financial  Corpora- 
tion in  Framingham,  Mass.  The  to- 
tal volume  of  small-ticket  leasing  is 
difficult  to  calculate  because  thou- 
sands of  businesses,  nonprofit  or- 
ganizations and  governmental 
agencies  lease  a  vast  range  of 
equipment  from  hundreds  of  les- 
sors. William  Montgomery,  presi- 
dent of  Xerox  Credit  Co.  of  Stan- 
ford, Conn.,  says,  "I  could  proba- 
bly defend  a  number  in  the  range 
of  $20  to  $25  billion-its  a  huge 
business." 

Why  the  big  business  in  leasing 
small  items?  Brevik  of  U.S.  Leasing 
says,  "At  the  end  of  the  spectrum, 
the  real  catalyst  for  all  of  this  is  not 
the  fancy  tax  credits  and  so  forth  of 
a  big,  sophisticated,  leveraged 
lease;  this  is  really  convenience  fi- 
nancing. Leasing  offers  a  quick 
way  to  acquire  the  equipment  for 
modest  monthly  payments,  and  it 
also  provides  flexibility."  For 
small-ticket  items,  the  leasing  pro- 
cess "is  very  fast  and  very  simple," 
says  Barry  Orscheln,  vice  presi- 
dent and  manager  of  Chase  Third 
Century  Leasing  Co.  in  Moberly, 
Mo.  He  adds,  "Our  goal  is  to  turn 
around  the  credit  decision  within 
two  hours."  Moreover,  the  lease 
can  often  be  arranged  through  the 
dealers  selling  the  equipment  at 
the  same  time  the  equipment  is 
being  acquired,  and  the  terms  can 
be  tailored  to  meet  specific  needs. 
Equipment  users  "don't  have  to 
run  around  putting  deals  togeth- 
er," says  Robert  A.  Lever,  market- 
ing manager  of  Pitney  Bowes 
Credit  Corp. 

Another  dimension  to  this  flexi- 
bility, says  Gus  Constantin,  chair- 
man of  Phoenix  Leasing  in  San 
Francisco,  is  that  "if  you  buy 
equipment  and  don't  like  it,  it's 
your  problem.  But  if  you  lease  it, 
you  can  get  rid  of  it,  so  you  can 
respond  to  changes  in  your 
needs."  At  U.S.  Leasing,  for  exam- 
ple, Brevik  explains,  "We  have  up- 
grade features  and  add-on  features 
in  all  of  our  leases.  We  have  some- 
thing we  call  'convert-a-lease.'  If 


somebody  is  leasing  a  PC  for,  lei 
say  four  years,  and  after  thn 
years  their  needs  change,  or  IB 
or  somebody  else  comes  out  wi 
son-of-PC,  they  can  simply  tra( 
in  that  one  to  us  and  pick  up  a  ne 
one.  We  have  a  system  of  rent) 
credits  that  would  allow  one  to  c 
that." 


'At  the  end  of  the  spec 
trum,  the  real  catalyst 
for  all  of  this  is  not  the 
fancy  tax  credits  and  so 
forth  of  a  big,  sophisti- 
cated, leveraged  lease; 
this  is  really  convenienc 
financing/' 


Businesses  may  discover  ne 
equipment  that  is  more  effect! 
than  what  they  have,  Brevik  say 
but  "if  you  want  to  get  rid 
equipment  you  own,  then  you' 
got  to  do  some  kind  of  accountin 
book  loss  because  you've  got 
write  it  off-you've  got  to  accou 
for  what  you  were  planning  to  e| 
pense  or  write  off  in  terms  of: 
recapture.  Then,  you've  got 
turn  around  and  try  to  peddle  tl 
old  one,  and  you're  getting  into 
world  that  most  people  don't  wai 
to  mess  with."  If  lessees  see  som 
thing  better,  however,  they  are 
a  better  position  to  capitalize  on 
Brevik  adds. 

Being  able  to  capitalize  on  som 
thing  better  is  increasingly  impc 
tant  these  days.  As  Ken  Pontike 
chairman  of  Comdisco  in  Ros 
mont,  111.,  says,  "Technology 
moving  at  an  accelerated  pace,  ar 
the  demands  on  business  a 
changing  much  more  rapidly  the 
in  the  past,  so  the  flexibility 
leasing  appears  to  be  more  at 
more  important  to  our  customers 

The  quest  for  protection  again 
the  risk  of  being  stuck  with  obs 
lete  information-processing  equi 
ment  has  been  a  major  drivir 
force  behind  the  growth  of  cor 
puter  leasing  for  many  years.  B' 
Steve  Cagne,  executive  vice  pres 
dent  of  Dana  Commercial  Crec 
Corp.  of  Troy,  Mich.,  says, 
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jink   the    fastest-growing  area 
;*ht  now  is  the  interconnect  mar- 
|'t,  the  market  for  telecommunica- 
pns  equipment."  That  growth,  he 
plains,    reflects   two  develop- 
ents:  the  rapid  evolution  in  tele- 
!>mmunications  technology,  and 
lie  breakup  of  the  Bell  System, 
hich  not  only  made  it  possible  to 
loose  your  telecommunications 
juipment,   but  also  to  decide 
hether  to  own  or  lease  it. 
Beyond  the  protection  against 
?solescence  risk,  however,  leas- 
g  smaller  items  also  provides  a 
amber  of  financial  benefits.  Since 
lb  cash  is  required  to  obtain  equip- 
ent  on  lease,  for  example,  leas- 
g  conserves  capital,  Constantin 
lys,  and,  "In  addition  to  provid- 
|  g  100  percent  financing,  the  pay- 
ents    are    written    off  totally 
l;ainst  income."  Moreover,  Benja- 
min Mann,   president  of  Bison 
pasing  in  Cleveland,  says,  "It's 
f-balance-sheet  financing,  so  it 
jjesn't  restrict  a  company's  credit 
pes  to  purchase  inventory  or  raw 
aterials.  The  big  companies  use 
iasing  this  way,  and  it  works  just 
;  well  for  the  small  guy." 
For  many  professional  firms, 
|ere  are  other  benefits.  Thomas 
;rupowicz,  executive  vice  presi- 
mt  of  the  business  equipment  di- 
sion  at  Household  Commercial 
nancial  Services,  says,  "We're 
'?eing  a  lot  of  clinics  being  started 
p  groups  of  doctors,  and  they 
ant  to  lease  x-ray  and  diagnostic 
juipment."  Some  of  these  doc- 
irs  are  just  completing  their  medi- 
|il  studies,  and,  Krupowicz  notes, 
They  lack  an  adequate  capital 
ise."   Leasing,   though,  allows 
[iem  to  get  the  equipment  they 
bed  without  coming  up  with 
tuch  cash. 

There  is  another  reason  why 
lany  professional  firms  use  leas- 
ig,  Davidson  explains.  "My  corn- 
any  is  a  limited  partnership,  and  if 
e  were  to  go  ahead  and  buy  a 
)mputer  for  $10,000,  the  money 
iat  we  spent  on  it,  or  borrowed  to 
ay  for  it,  is  not  going  to  be  an 
nmediate  writeoff,  but  instead  is 
Ding  to  turn  out  to  create  phantom 
icome  for  my  limited  partners.  So 
you're  trying  to  protect  the  profits 
f  your  limited  partners,  leasing  is  a 
emendous  vehicle." 


A  STEP  AHEAD 


The  experience  of  Phoenix  Leasing  is 
what  puts  us  in  the  forefront.  Fourteen 
years  ago  we  pioneered  the  concept  of 
funding  leased  high  technology  equip- 
ment through  public  limited  partnerships. 

Today,  that  stable  source  of  funding 
has  helped  us  acquire  over  $850  million 
in  equipment,  placing  us  among  the  leas- 
ing leaders  in  these  areas: 

DATA/LEASE  offers  both  short-term  and 
long-term  financing  on  IBM.  IBM-compat- 
ible and  non-IBM  data  processing  and 
data  communications  equipment. 

VENDOR/LEASE  provides  comprehen- 
sive lease  financing,  administration  and 
support  to  manufacturers  without  the 
attendant  investment  and  costs. 


VENTURE/LEASE  gives  the  emerging 
growth  company,  beyond  the  first  round 
of  capitalization,  equipment  lease  financ- 
ing without  restriction  to  type  of  industry, 
product  or  service. 

CABLE/LEASE  assists  multiple  system 
operators  with  needed  expansion  capital 
to  introduce  new  equipment  in  sufficient 
volume  to  take  advantage  of  profitable 
opportunities. 

MICRO  SYSTEMS  LEASING  makes  avail- 
able to  computer  dealers  and  VARs  timely 
lease  financing  that  avoids  costly  ac- 
counts receivable. 

Put  the  experience  of  Phoenix  Leasing 
to  work  for  you.  And  take  a  step  ahead. 


PHOENIX  LEASING 
800-227-2626  800-772-4021  CA  2401  Kerner  Boulevard,  San  Rafael,  CA  94901 
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If  you  like  plain  English, 
you'll  love  PBCC  leases. 


They're  called  "Big  Type" 
Leases.  They're  easy  to  read. 
And  they're  easy  to  under- 
stand. So  the  language  won't 
seem  foreign  to  you.  With  no 
hidden  clauses  to  boggle  the 
mind. 

PBCC  offers  flexible  leases 
on  a  wide  variety  of  office  and 
other  related  business  equip- 
ment. For  manufacturers, 
dealers,  and  distributors,  our 
Vendor  investment  Program 
can  help  you  increase  sales. 
For  buyers  of  equipment  our 
flexible  leasing  plans  are  de- 
signed to  meet  your  cash  flow 
needs. 

And  PBCC  is  quick  about 
it.  So  quick,  that  our  turna- 
round will  always  fit  your 


schedule. 

So  whether  you're  a  buyer 
in  the  market  for  office  or  other 
equipment,  or  an  original 
vendor  of  such  equipment, 
contact  PBCC  and  ask  for  a 
copy  of  our  folder  —  LEASING 
—  A  PRACTICAL  GUIDE. 
You'll  be  glad  you  did. 

And  if  you  want  to  know 
why  more  than  250,000  com- 
panies lease  with  PBCC,  call 
1-800-VIP-PBCC  (1-800-847- 
7222).  In  Connecticut  call  203- 
846-5600.  Or  write:  Mr.  Robert 
A.  Lever,  Pitney  Bowes  Credit 
Corporation,  201  Merritt  Seven, 
Norwalk,  CT  06856-5151. 

We  Deliver  Credit 


|  PBCC 

Pitney  Bowes  Credit  Corporation 


Theodore  L.  Kaleiden,  preside 
of  Chase  Manhattan  Leasing  C 
in  Englewood  Cliffs,  N.J.,  not 
that  in  small-ticket  leasing,  "T 
predominant  customer  is  the  sm 
to  medium-size  business,  but 
can  range  all  the  way  up  to  maj 
multinational  companies."  Mu 
of  the  small-ticket  leasing  done 
big  companies  takes  place  at  t 
branch-office  level.  Local  mam 
ers  recognize  that  if  they  ne 
equipment,  they  can  lease  it  a: 
make  monthly  payments  on 
without  having  to  go  through  tl 
central  capital  budgeting  proce 
that  would  be  required  if  th< 
sought  funds  to  buy  it  outrigl 
"It's  a  lot  easier  to  make  a  case  f 
$198  a  month  than  $25,000 
front,"  says  William  A.  Urban,  e 
ecutive  vice  president  of  Citico 
Industrial  Credit,  in  Westchest 
County,  NY. 


"Technology  is  moving 
an  accelerated  pace,  an 
the  demands  on  busine 
are  changing  much  mo 
rapidly  than  in  the  pas 
so  the  flexibility  of  lea 
ing  appears  to  be  more 
and  more  important  to 
our  customers." 


But  George  Miller,  president 
John  Hancock  Leasing,  says,  "\ 
have  the  resources  to  pay  cash  | 
what  we  want,"  and  Hanccl 
leases  substantial  amounts  of  I 
fice  equipment.  Why  is  it  a  les<l 
as  well  as  a  lessor?  "We  enjoy  t| 
flexibility  of  being  able  to  acquir 
photocopier  for  maybe  18  or 
months  and  then  turn  it  back  to  j 
a  larger  one  with  a  greater  capac 
or  extended  capabilities.  So 
have  found  leasing  to  be  benefk 
to  our  firm,"  Miller  explains. 

Tax  benefit  transfers  are  oftei 
major  attraction  of  big-ticket  le 
ing  transactions  but,  in  most  sm. 
ticket  transactions,  "Tax  bene 
are  really  of  no  import,"  Const, 
tin  says.  Mann  of  Bison  Leasi 
explains,  "When  people  nt 
small-ticket  equipment,  they 
more  concerned  about  what  tF 


FOR  THE 
BRIGHTEST 
IDEAS  IN 
SMALL  TICKE1 
FINANCING . . 


DANA  COMMERCIAL  CREDIT 

Dana  Commercial  Credit  is  the 
largest  small  ticket  financing 
company  in  the  business.  Becaust 
this  is  our  focus,  we've  been  able  \ 
continually  offer  innovative  new 
products  and  services  that  have 
made  us  an  industry  trendsetter. 

From  our  simple  one-page  lease  ant 
8-hour  turnaround  time  to  our 
customized  combination  of  benefiU 
that  make  up  our  National  Account 
Program,  DCC's  thoughts  are  gearet 
toward  helping  you  make  the  most  o\ 
your  business  opportunities. 

So  when  it's  time  to  lease  equipment, 
choose  the  company  that  not  only  ha 
ideas  that  are  bright,  but  gives  you 
results  that  are  brilliant. 

DANA  COMMERCIAL  CREDIT .  . 

INNOVATIVE  FINANCING  SOLUTIONS 
FOR  TOMORROWS  BUSINESS. 

APPLICATIONS 

1-800-221 -3363 

NATIONAL  ACCOUNTS 

1-800-624-6914 

a  <~n£>  company 
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lonthly  payments  are  rather  than 
Dme  huge  tax  issues."  He  adds, 
It's  not  that  they're  unsophisticat- 
ed they  realize  it's  out  there,  but 
leir  biggest  concern  is,  'I've  got  x 
nount  of  cash  flow  per  month,  I 
eed  this  equipment;  what  can  we 

0  it  at;  and  are  you  going  to  be 
oing  it  by  tomorrow  or  the  next 
lay-I  don't  want  a  two-week  ap- 
proval process.'  " 

1  Consequently,  the  prospect  of  a 
■vamped  tax  system  with  no  in- 
;stment  tax  credit  is  unlikely  to 
ave  a  major  impact  on  small-tick- 
leasing.  Indeed,  Paul  Gass  of 

aton  Financial  Corp.,  says  that  in 
ie  emerging  tax  environment, 
>mpanies  may  find  it  "more  ad- 
mtageous  to  lease  because  they 
e  going  to  get  a  much  faster 
riteoff  than  if  they  purchased  the 
^uipment."  Pontikes  of  Com- 
sco  adds,  "I  feel  that  tax  legisla- 
m  will  probably  stimulate  leas- 
g,  inasmuch  as  rental  payments 
e  an  expense  whereas  deprecia- 
?n  is  a  preference  item,  and  the 
/erriding  reasons  for  leasing, 
ich  as  conserving  capital  and  ob- 
ining  flexibility,  are  still  there." 
-"So  far  so  good,"  says  Mann  of 
ison  Leasing.  "We've  been  pric- 
g  our  leases  since  the  beginning 

the  year  on  the  basis  that  there 
ould  be  no  investment  tax  credit 

of  January  1,  1987,  and  it  hasn't 
■t  proved  to  be  a  problem.  We're 
periencing  what  we  consider 
•ry  solid  growth." 
Because  it  offers  protection 
ainst  the  risks  of  being  trapped 

th  unwanted  equipment  and 
iique  financial  attractions  re- 
irdless  of  taxes,  small-ticket  les- 
rs    are    expecting  substantial 

wth  in  the  use  of  this  mecha- 
;m.  "It's  definitely  going  to  con- 
iue  to  expand,"  says  Shawn  Hal- 
lay,  executive  vice  president  of 
fnembal  &  Isom,  a  leasing  con- 

Ilting  firm  in  Salt  Lake  City.  "If 
u  want  to  pin  it  on  any  one 
.  ,.ng,  it's  probably  the  micro- 
ip,"  says  Urban  of  Citicorp  In- 
istrial  Credit.  The  microchip  has 
t!t  only  downsized  equipment 
id  lowered  prices,  putting  more 
ids  of  equipment  into  the  small- 
ket  marketplace,  Urban  says,  it 
js  also  quickened  the  pace  of 
hnological  change,  encouraging 


more  firms  to  protect  themselves 
against  obsolescence  risks.  As  a  re- 
sult, Kaleiden  says,  "We  see  this 
as  a  very  attractive  market." 

As  this  market  has  expanded  in 
recent  years,  however,  the  pro- 
cesses through  which  equipment 
users  arrange  small-ticket  leases 
have  been  changing.  Constantin 
says  there  are  three  basic  alterna- 
tives. "Either  the  user  agrees  to 
buy  the  equipment  and  turns 
around  and  asks  a  leasing  compa- 
ny to  give  a  bid;  or  the  vendor 
leases  it  through  its  own  leasing  or 
finance  subsidiary;  or  the  seller 
helps  arrange  leasing  through  a 
third  party." 

Although  some  companies  in- 
terested in  acquiring  equipment 
find  their  own  lessor,  "There's  not 
very  much  of  this  occurring," 
notes  Montgomery  of  Xerox  Cred- 
it; instead,  "Vendor  leasing  is  a 
very  strong  part  of  office  equip- 
ment and  small-ticket  financing." 
Vendors  are  eager  to  facilitate  leas- 
ing and  other  financing  mecha- 
nisms, Urban  says,  because  "most 
manufacturers  really  believe  the 
ability  to  offer  financing  at  the 
same  time  you're  selling  your 
equipment  provides  you  with  a 
real  advantage  in  the  market.  And 
if  you  don't  have  it,  your  competi- 
tors are  going  to  come  in  and  eat 
your  lunch." 

Urban  adds,  "If  you've  got  two 
salespeople  with  competing  prod- 
uct lines,  and  one  of  them  walks  in 
and  says  you  can  have  my  high- 
volume  copier  for  a  mere  $12,000 
cash  on  the  barrel  head,  or  go  get 
yourself  a  loan  somewhere,  and 
that  afternoon  a  salesperson  from 
the  other  company  says  we've  got 
a  monthly  payment  plan  and  it's 
going  to  cost  your  $400  a  month, 
they  clearly  have  an  advantage  in 
placing  their  equipment  versus  the 
guy  who  says,  'Pay  me  cash.'  " 

Montgomery  of  Xerox  Credit 
says  vendor  leasing  "should  be 
woven  into  the  selling  situation  be- 
cause it  can  make  it  easier  for  you 
to  buy  and  build  sales,  so  it  can  be 
a  very  pleasant  relationship,  a  kind 
of  win-win  situation  for  both  par- 
ties." 

In  recent  years,  however,  the 
nature  of  vendor  financing  has 
been  changing  in  important  ways. 
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The  percentages  of  leasing  volume  presented  in  these  charts  are  figures  derived  from 
a  recent  AAEL  Survey  of  Industry  Activity  which  represents  only  a 
sampling  of  the  industry  and  is,  therefore,  only  an  indication  of  leasing  trends. 
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Household  Commercial  t^**^*™  ..k  .  , 

Household  Commercial  Financial  Services,  Inc. 
2700  Sanders  Road 
Prospect  Heights,  Illinois  60070 
312.564  5000 


A  HOUSEHOLD 


INTERNATIONAL  COMPANY 


Lease  receivables  no  longer  are  c 
mented  to  the  vendors'  balan< 
sheet,  for  example.  At  Wang  Cre* 
it  Corporation  in  Lowell,  Mass 
controller  William  Guthlein  say 
"We  sell  off  some  of  our  base  evej 
month.  These  receivables  are  ve 
valuable  assets,  and  we  can  rail 
cash  with  them." 

Some  vendors  do  not  take  t| 
leases  onto  their  own  books  at  al 
Indeed,  a  number  of  captive 
nancing  companies  are  being  ij 
placed  by  third-party  and  privat 
label  lease  financing.  Many  ca] 
fives  were  initially  created  in  t| 
1950s  to  help  companies  sell  the 
products.  Some  developed  into  § 
ant  financial-services  firms,  bi 
those  that  have  remained  focuse 
on  their  parents'  products  "ai 
now  faced  with  losing  the  tl 
benefits  involved  in  leasing  equi] 
ment  to  end  users,"  Urban  say 
"and  as  a  stand-alone  transactioi 
leasing  becomes  less  attractive 
them."  Moreover,  "The  Financi 
Accounting  Standards  Board 
probably  going  to  come  out  with 
draft  on  consolidation  accountir 
in  the  future,"  Urban  says.  Th 
means  that  highly  leveraged  ' 


TOOL  OF  THE  TRADE. 


In  the  tough,  competitive 
world  of  business  equipment 
sales,  independent  dealers  need 
every  advantage  they  can  get.  Now 
from  U.S.  Leasing,  comes  the  new 
Advantage  portfolio— the  most  effective 
sales  tool  in  the  market  today.  It's  been  specially 
developed  to  help  you  write  more  business. 
And  it's  everything  you'd  expect  from  the  largest 
and  most  experienced  independent  leasing 
company  in  the  nation. 

With  U.S.  Leasing,  service  is  the  real  advan- 
tage. It  begins  with  our  competitive  rates.  And 
fast  lease  approval  and  payment.  Inside  your 
new  Advantage  portfolio  are  simplified,  easy-to- 
read,  one-page  applications  and  a  step- 
by-step  leasing  guide.  But  that's  just  the 
beginning— because  there's  much 
more  to  our  idea  of  service. 


LEASING 


Our  total  service  concept 
means  you  get  person-to-person 
help  when  you  need  it.  Responsive, 
knowledgeable  representatives  are  just  a 
toll-free  call  away.  They're  ready  to  help  you 
choose  the  right  lease  plan,  answer  equipment 
financing  questions  and  help  you  close  your 
sales  more  often. 

U.S.  Leasing  also  offers  a  broad  range  of 
traditional  lease  arrangements— from  field 
supported,  total  sales  aid  leasing  to  financial 
and  administrative  support  for  existing  leasing 
programs. 

For  more  information  on  U.S.  Leasing,  or  a 
copy  of  the  Advantage  portfolio,  call  us  toll-free 
at  800-227-4188.  In  California,  call 
800-792-0886.  Then  watch  what  happens 
to  your  sales  when  you  plug  in  this 
power  tool  from  U.S.  Leasing. 


You've  Got  the  Advantage  With  Us. 
United  States  Leasing  Corporation,  733  Front  Street,  MS-58,  San  Francisco,  California  94111 


U.S.  Leasing  Corporation  is  a  member  of  the  U.S.  Leasing  International  group  of  companies,  including:  United  States  Airlease, 
U.S.  Lease  Financing,  U.S.  Fleet  Leasing,  U.S.  Portfolio  Leasing,  U.S.  Instrument  Rentals,  U.S.  Rail  Services,  Crest  Medical. 
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nance  subsidiaries  would  have  to 
consolidate  their  accounts  with 
their  conservatively  leveraged 
manufacturing  parents.  This 
would  raise  the  parents'  overall 
gearing  ratio  and  affect  its 
standing  in  the  eyes  of  financial 
analysts. 

These  days,  Krupowicz  of 
Household  Commercial  Financial 
Services  says,  "There  is  a  realiza- 
tion on  the  part  of  a  number  of 


manufacturers  who  set  up  these 
captives  that  they  could  put  their 
money  to  better  use.  A  lot  of  these 
captives  were  established  when  in- 
terest rates  were  very  high,  and 
now  that  rates  are  much  lower, 
they  see  that  they  can  sell  off  these 
captive  portfolios,  realize  a  profit 
on  the  transaction  and  go  back  to 
what  they're  used  to  doing,  which 
is  manufacturing  and  selling 
equipment." 


How  to  avoid  the 
business  lease  runaround 


When  you  think  of  leasing,  speed  doesn't 
readily  come  to  mind  Yet  at  Security  Pacific 
Business  Finance  we  specialize  in  quick  lease 
turnaround.  We  make  the  leasing  process  sim- 
ple and  to  the  point  through  our  quick  response 
and  flexibility.  We'll  work  closely  with  your  busi- 
ness to  provide  you  with  the  fastest,  most  effi- 
cient leasing  program  available  Without  the 
usual  financing  runaround 

48  hour  turnaround  time 

At  Security  Pacific  Business  Finance,  in 
order  to  provide  the  best  customer  service  pos- 
sible, we've  cut  unnecessary  red  tape  and 
slashed  our  credit  approval  time.  This  means 
that  on  most  leases,  you  can  expect  an  answer 
within  48  hours 

Introducing  large  ticket  leases 

Our  commitment  to  fast,  quality  service 
doesn't  stop  with  small  ticket  leases.  We've  re- 


cently introduced  competitive  large  ticket  leas- 
ing programs,  on  a  national  level,  geared  for 
bigger  businesses  with  equipment  leasing 
needs  up  to  $250,000.  These  large  ticket  leases 
feature  a  nominal  buyout  purchase  option 

Local,  regional  &  national  programs 

Because  you  might  like  to  do  business  over 
state  lines,  Security  Pacific  Business  Finance 
has  designed  local,  regional  and  national  leas- 
ing agreements  to  meet  that  need.  What's  more, 
we  offer  bulk  purchase  and  broker  programs  for 
independent  leasing  companies 

If  you  want  to  avoid  the  usual  business  lease 
runaround,  call  the  Security  Pacific  Business 
Finance  office  nearest  you.  We  have  the 
strength  of  the  $50  billion  strong  Security 
Pacific  Corporation  behind  every  transaction 

We  also  handle  Inventory  Financing.  Distribu- 
tion Services,  Flooring,  Rediscounting  and 
Commercial  Real  Estate  loans  up  to  $500,000. 


SECURITY  PACIFIC  BUSINESS  FINANCE,  INC. 

10680  Treena  St.,  San  Diego,  CA  92131 


Atlanta 
(404)  953-16W 


Chicago 
(312)  884-920C 

Philadelphia 
(609)  488-1500 
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Dallas 
(212)  385-1199 

Phoenix 
(602)  957-0230 


Denver 
(303)  691-2500 

San  Francisco 
(415)  571-1644 


Irvine 
(714)  752-1411 

San  Diego 
(619)  5860625 


Los  Angeles 
(818)  304-3486 


Urban  says,  "There  are  a  fair 
large  number  of  captives  on  th 
market  right  now."  Although 
adds,  "There  aren't  too  marl 
manufacturers  who  are  just  pla 
getting  out  of  the  business  of  pn 
viding  financing  alternatives  b 
cause  they  still  feel  the  need 
support  the  product.  It's  just  th 
the  form  of  it  is  changing.  It  b 
comes  an  opportunity  for  a  Ci 
corp  or  a  U.S.  Leasing  or  an  Eat 
Financial.  They  can  continue  to  oj 
erate  with  financial  leverage,  th^ 
aren't  threatened  by  consolidatic 
and  they  never  really  made  the 
money  on  the  tax  benefits."  Mop 
over,  leasing  specialists  can  obtai 
economies  of  scale.  "If  you're  on 
doing  it  for  your  own  product,  itJ 
a  pretty  expensive  business  I 
run,"  Urban  says,  "whereas  som 
body  who's  in  the  business  has  th 
advantage  of  a  lot  more  efficienc 
a  lot  more  volume,  so  if  they  do 
right,  they  can  do  it  at  a  lot  low« 
cost." 


Because  it  offers  protec- 
tion against  the  risks  of  bi 
ing  trapped  with  un- 
wanted equipment  and 
unique  financial  attrac- 
tions regardless  of  taxes, 
small-ticket  lessors  are 
expecting  substantial 
growth  in  the  use  of  this 
mechanism. 


While  there  has  been  a  shar 
increase  in  third-party  leasing  a; 
rangements,  Urban  says,  "Eac 
one  is  set  up  slightly  differently.  I 
one  case,  we  may  do  everythim 
from  soup  to  nuts,  including  func 
ing,  taking  the  credit  risk,  doin 
the  booking-the  whole  deal-an< 
in  the  next  case,  we  may  do  all  th 
back  office  work  and  the  cred 
analysis,  but  we  don't  take  th 
credit  risk."  Moreover,  the  ir 
volvement  of  leasing  companies 
acknowledged  in  some  arrangi 
ments,  but  in  others  it  is  a  so-calle 
"private-label"  arrangement  i 
which  the  vendor's  name  appeal 
on  the  documents,  although  a  lea; 


85%  of  the  customers  who 
ave  done  business  with  Chase 
lanhattan  Leasing  Company 
•turned. 

One  reason  is  because  each  of 
ir  five  divisions  (Vendor  Leasing, 
Irect  Leasing,  Chase  Aircraft 
nance,  Portfolio  Servicing  and 
lhase/Third  Century  Leasirig  fQr 
nail  ticket  items)  has  experienced 


people  in  that  particular  field.  So 
they'll  not  only  handle  any  ques- 
tions, they'll  also  be  able  to  handle 
any  problems  that  might  arise. 

Combine  all  these  things  and 
you'll  know  why  we  have  such  a 
high  return  rate.  After  all,  it's  not 
hard  to  get  a  customer  once.  But 
it's  another  thing  to  keep  them 
coming  back. 


It's  easy  to  say 
you're  a 


It's  another  IWig 

toproveit 
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ing  company  is  actually  the  lessor. 

Citicorp  Industrial  Credit,  for  ex- 
ample, has  what  Urban  calls  "a 
fairly  well  publicized"  relationship 
with  Abbott  Laboratories.  Abbott 
sells  blood  analyzers  to  hospitals, 
laboratories  and  doctors'  offices  for 
$20,000  and  up.  Urban  says,  "We 
operate  a  full-service  leasing  pro- 
gram in  our  name.  Abbott's  reason 
for  wanting  it  that  way  is  that  it 
really  didn't  want  to  be  involved 
with  its  doctors  and  hospital  cus- 
tomers on  the  collection  end  of  the 
business.  Abbott  knows  there  are 
payment  problems,  particularly 
with  hospitals  when  they  don't  get 
their  medicare  reimbursement  or 
whatever.  But  on  the  other  hand, 
this  is  Abbott's  marketplace;  the 
firm  sells  to  these  people,  so  it 
doesn't  want  to  be  the  one  who 
has  to  go  in  to  collect.  Abbott  has 
no  interest  in  having  its  name  on 
the  lease  or  in  being  responsible 
for  collection." 

Other  manufacturers,  however, 
"really  want  to  maintain  control 
over  their  aftermarkets  and  main- 


A  number  of  captive 
financing  companies  are 
being  replaced  by  third- 
party  and  private-label 
lease  financing. 


tain  contact  with  their  customers," 
Urban  says,  "so  they  want  their 
names  on  the  leases.  They  prefer 
that  we're  kind  of  in  the  back- 
ground and  operate  like  a  service 
bureau.  It  doesn't  matter  to  us; 
we'll  structure  it  any  way  the  man- 
ufacturer wants  it." 

Some  find  a  middle  ground.  In 
the  case  of  Apple  Computer,  for 
example,  Steve  Cagne  of  Dana 
Commercial  Credit  says,  "Any  au- 
thorized Apple  dealer  will  carry 
the  Apple-Dana  lease.  It's  a  pri- 
vate-label deal,  but  it's  not  a  big 
secret.  It's  our  money,  and  we  ad- 
minister it  and  do  all  the  billing 
and  receiving,  but  it's  billed  under 
both  Apple  Commercial  Credit 
and  Dana  Commercial  Credit." 

Computer  Telephone  Corpora- 
tion of  Wellesley  Hill,  Mass.  sells 
telecommunications  equipment 
through  14  sales  offices  in  eight 
New  England  states,  and  it  offers 
its  customers  various  leasing  op- 
tions through  a  third  party.  Chief 
Financial  Officer  Ronald  Cherkasly 
explains,  "We  get  nothing  for  it 
other  than  we  want  to  serve  our 
customers  as  well  as  possible.  We 
can  offer  our  clients  one-stop 
shopping  for  all  their  telecom- 
munications needs,  and  we  can 
also  say  that  we'll  get  you  the 
financing." 

Indeed,  many  vendors  of  small- 
ticket  equipment  "now  offer  a 
menu  of  different  financing  prod- 
ucts," Brevik  of  U.S.  Leasing 
notes.  "They  may  say  if  you  want 
to  lease,  we  suggest  this;  if  you 
want  installment  purchase,  you 
can  go  to  this  company;  or  we  have 
this  credit  card  program  if  you 
want  to  finance  it  that  way;  and 
they'll  take  a  check  too.  With  the 
multitude  of  options  out  there, 
there  may  be  some  overkill,  but 
they're  trying  to  make  it  easy  for 
people." 


Under  each  of  these  options, 
monthly  payments  may  be  simi 
but  leasing  is  very  different  fr 
simply  financing  a  piece  of  eqt 
ment.  Constantin  says,  "If  you 
quire  something  and  pay  it  off  o 
36  months,  you're  buying  it-y 
just  have  a  convenient  paym 
plan  that's  allowing  you  to  fit  i 
your  budget.  Leasing  serves  t 
purpose,  but  it  also  goes  beyc 
that-it  gives  you  far  grea 
flexibility."  Brevik  agrees.  "W 
you  lose  with  financing  is  the  fit 
bility.  What  are  you  going  to 
two  or  three  years  from  now  wY 
your  needs  change  and  you  s 
owe  two  more  years  of  payme 
of  a  piece  of  equipment?" 

A  growing  number  of  com 
nies  are  opting  for  the  flexibL 
and  financial  benefits  that  leas: 
provides  when  they  seek  equ 
ment  for  their  offices  or  other  fa 
ities.  And  more  and  more  prod 
ers  and  vendors  of  equipment 
well  are  recognizing  that  leasing 
"a  very  powerful  mechanism 
helping  to  get  their  products  i 
there,  to  get  users  to  try  their  pri 
ucts,"  Constantin  of  Phoenix  Le 
ing  says,  "and  that's  not  possibl 
you've  got  to  sell  the  asset 
front." 

A  growing  number  of  manuf 
hirers  are  recognizing  that  "th 
are  lots  and  lots  of  opportunil 
created  for  them  through  sm 
ticket  leasing,"  Orscheln  of  Ch. 
Third  Century  Leasing  says, 
they're  eager  to  help  custom 
lease  their  equipment.  As  a  resi 
Constantin  says,  "Leasing  is 
coming  more  and  more  embedc 
in  the  marketing  of  small-tic 
items.  Regardless  of  whether 
done  through  a  captive  final 
subsidiary  or  a  private-label  p 
gram  or  another  mechanism,  le 
ing  is  clearly  a  very  effective  t 
that's  being  used  increasingly 
manufacturers    to    market  it 
products  and  by  companies  to 
quire  equipment."  □ 


Harvey  Shapiro  is  a  writer  and 
consultant  in  New  York  City.  He 
has  written  for  The  New  York 
Times,  Institutional  Investor  and 
other  major  publications. 


Design:  DeMartino/Schultz  Inc. 


SEEN  ENOUGH 
NUMBERS  YET? 

Assets,  percentages,  lease  totals, 
years  in  business. 

What  does  it  all  add  up  to? 
Nothing,  until  someone  sits  down 
and  shows  you  the  numbers  that 
relate  to  your  business. 
Our  team  of  financial  experts  will 
thoroughly  review  your  eguipment 
leasing  needs  in  accordance  with 
your  company's  current  financial 
structure  and  longterm  goals. 
The  result?  A  most  advantageous 
and  innovative  lease  structure  that 
conserves  operating  capital, 
increases  productivity  and  affords 
the  flexibility  to  keep  up  with 
changing  technology. 

Sure,  we  can  show  you  numbers. 
But  they'll  be  all  yours. 

•  Communications  •  Transportation 

•  Construction  •  Industrial  Machinery 

B Bison  Leasing  Company 
3659  Green  Road,  Suite  '17 
Cleveland,  Ohio  44122 
(216)  464-1035  Telex:  4998595 


res,  we  also  lease  copiers. 


/hen  you  think  of  Xerox,  airplanes, 
ainer  ships,  and  locomotives  don't 
lily  come  to  mind. 
2t  each  of  these  can  be  as  essential 
)ur  business  as  copiers,  computers, 
electronic  typewriters, 
/hich  is  why  Xerox  Credit 
poration  is  dedicated  to  keeping 
erican  business  competi- 
by  leasing  a  broad  range 
quipment  in  addition  to 
own. 

erox  Credit  Corporation,  a  Xerox 
incial  Services  Company,  has  four 
sions  which  in  1985  accounted  for 
"  1  billion  dollars  of  leasing  and 
ioment  financing  Aircraft,  manufac- 


turing and  other  major  capital  invest- 
ments are  leased  by  our  Corporate 
Finance  Division. 

Our  Circle  Business  Credit  subsidiary 
handles  the  financing  of  middle-ticket 
machinery  such  as  medical  and  indus- 
trial equipment  and  develops  innovative 
vendor  leasing  programs.  LMV  Leasing 
handles  vehicle  fleet  leasing. 

Of  course,  when  customers 
purchase  Xerox  products  we 
finance  them,  too.  After  all, 
were  part  of  Team  Xerox.  We  have  the 
strength  of  Xerox  Corporation  behind 
every  transaction. 
So  can  you. 

If  vour  business  demands  the  creative 


financing  we  offer,  send  in  the  coupon. 
Orcall_(203)J  25^6600.  

r~Yes,  I  would  like  to  know  more  about  the  following 
service(s)  of  the  Xerox  Credit  Corporation: 

□  Tax  based  leveraged  leases 

□  Tax  based  single  investor  leases 

□  Automobile  fleet  leasing  and  fleet  management 

□  Manufacturer/seller  vendor  programs 

□  Asset  based  lending 

□  Conditional  sales  contracts 


Mail  to:  The  President,  Xerox  Credit  Corporation,  100  First 
Stanford  Place,  Stanford  CT  06904.  or  call  1 203)  325-6600. 

152-10,0:86  | 


The  big  names  bobbing  in  the  rising  tide  of 
Chapter  11  have  brought  a  lot  of  new 
money  into  the  bankruptcy  play  game. 
Prices  have  risen  to  a  point  where  some 
anglers  may  find  themselves  up  the  creek. 

Bargains  in 
bankruptcy? 


By  Richard  Phalon 


ANGLING  FOR  BARGAINS  in  thl 
biggest  run  of  corporate  banM 
k  ruptcies  since  the  Depression 
some  big  market  players  are  tumin 
seemingly  unprepossessing  defaultej 
debt  into  hot  merchandise. 

Look  at  the  Towle  Manufacturing 
9.5%  debentures  of  2000.  They  wej 
trading  at  around  $700  last  spring  bo 
fore  the  Boston,  Mass.  silver  flatwai 
producer  unexpectedly  lurched  int 
Chapter  11.  In  less  than  a  week  tn 
debentures  slid  to  470  and  have  sind 
slowly  worked  their  way  back  fl 
around  660.  Smith  International, 
troubled  Newport  Beach,  Calif,  pro 
ducer  of  oil-country  bits  and  drill 
headed  for  the  sanctuary  of  bankrupi 
cy  court  at  roughly  thi 
same  time  as  Towle.  li 
9.85s  of  2004  had  bed 
trading  in  the  600s,  sol 
off  into  the  400s  and  ai 
now  back  around  550. 

A  nice  catch  for  fishe 
folk  who  moved  in  on  tn 
bad  news,  then  waited  fo 
a  more  sober  assessmen 
of  the  assets  behind  tH 
defaulted  paper.  But  wll 
all  the  volatility?  "It's  tn 
classic  bankruptcy  pa 
tern,"  says  Ken  Fraze 
the  portfolio  manager  d 
Merrill  Lynch's  Phoeni 
Fund.  "Investors  and  ii 
stitutions  panic,  tl 
smart  money  buys  on  9 
drop,  and  prices  move  u 
on  the  hope  of  a  succes 
ful  workout." 

Frazee's  Phoenix  Fun 
is  one  of  a  half-dozen  or  s 


investment  compame 
oriented  to  bankruptc 
plays.  While  the  mone 
chasing  these  deals  hi 
grown  tremendously,  a 
have  the  number  and  su 
of  the  targets.  Bankruptc 
filings  have  been  mult 
plying  like  algae  to  a  r< 
cord  level  of  20,733  in  tr 
12  months  ended  la: 
March.  The  malaise  th: 
has  spread  through  the  dj 
pressed  oil  and  steel  n 
dustries  and  the  airlines 
the  major  culprit.  But  tr 
streamlined  provisions  < 
a  revised  Chapter  1 1  sta 
ute  have  also  added  to  th 
toll.  Bankruptcy  has  b> 
come  something  of  a  mai 
agement  tool,  shieldin 
outfits  like  Johns  Mai 
ville    and    A.H.  Robin 


WHERE  DO 
COMPANIES 
THAT  HELP  OTHER 
COMPANIES  GO 
PUBLIC 
GO  PUBLIC? 

One  marketplace  is  the  overwhelming  favorite. 
The  New  York  Stock  Exchange. 

Most  major  investment  firms  have  their  symbols  racing  across 
our  taper  Our  newest  arrivals  include  Bear  Stearns,  Morgan  Stanley, 
and  L.F.  Rothschild,  Unterberg,  Towbin.  Each  of  whom,  on  making 


their  initial  public  offering,  came  to  the  NYSE  straightaway.  With  no 
detours  through  other  markets. 

And  they're  not  alone.  Companies  of  every  description 
are  listing  directly  at  11  Wall  Street  these  days.  (Over  75  of  them 
since  1983.) 

They've  all  come  to  the  NYSE  for  basically  the  same  reasons. 
We're  the  world's  most  active  and  most  actively  followed  market. 
Which  brings  unparalleled  visibility  plus  the  deepest,  most  liquid 
trading  environment  to  every  listed  company. 

We're  also  the  world's  most  orderly  market,  which  brings 
something  even  more  important:  the  assurance  that  they  and  their 
shareholders  will  be  treated  fairly. 

If  you'd  like  to  know  more  about  going  public  at  the  NYSE, 
ask  your  favorite  investment  bankers.  Chances  are  good  they'll  be 
speaking  from  experience. 


NYSE 

New  York 
Stock  Exchange 

'The  Advest  Group  Inc  A  G  Edwards  Inc  The  Bear  Stearns  Companies  Inc  .  First  Boston.  Inc  .  Gruntal  Financial  Corp.  The  E.  F  Hutton  Group  Inc.,  Inter  Regional  Financial  Group,  Inc  ,  Interstate 
Securities  Inc  Legg  Mason  Inc  McDonald  &  Company  Investments,  Inc  .  Merrill  Lynch  &  Co  ,  Incorporated,  Morgan  Stanley  Group.  Inc  .  Paine  Webber  Group  Inc  ,  Salomon  Inc  ,  The  Quick  &  Reilly 
Group.  Inc  ,  L  F  Rothschild  Unterberg,  Towbin  Holdings.  Inc  .  Morgan  Keegan.  Inc.,  RJ  Financial  Corporation,  Rodman  &  Renshaw  Capital  Group,  Inc  c  1986  new  yobksiock  ^change,  inc 


while  they  sort  out  the  product-relat- 
ed damage  claims  that  threaten  their 
solvency. 

Thus,  one  of  the  features  that  dis- 
tinguishes this  run  of  bankruptcy 
plays  is  a  plethora  of  big  names — LTV, 
Storage  Technology,  Wilson  Foods, 
Continental  Airlines.  James  Bennett 
is  a  vice  president  of  R.D.  Smith  & 
Co.,  a  player  in  the  bankruptcy  game. 
Bennett  says  he  and  his  competitors 
focus  on  a  universe  of  "maybe  40 
companies"  already  in  bankruptcy. 
"There  are  another  30  or  so  in  default 
on  principal  or  interest  and  maybe 
another  50  to  60  whose  bonds  are 
yielding  over  15%  or  16%,"  continues 
Bennett.  "Keeping  up  with  all  that  is  a 
major  job." 

Among  those  doing  the  keeping  up, 
Frazee's  Phoenix  Fund,  with  assets  of 
$120  million,  is  something  of  a  John- 
ny-come-lately. It  was  launched  four 


years  ago  in  a  bankruptcy  play  market 
where  the  established  names  included 
Max  Heine's  Mutual  Shares,  First  In- 
vestors Bond  Appreciation,  M.J.  Whit- 
man &  Co.  and  such  Wall  Street  ma- 
jors as  Bear,  Stearns. 

Where  is  the  new  money  coming 
from?  A  good  chunk  of  it  reflects  in- 
ternal growth.  The  success  of  Max 
Heine  and  Michael  Price,  his  hand- 
picked  successor-to-be,  with  such  sto- 
ried bankruptcy  coups  as  Penn  Cen- 
tral, has  in  the  last  five  years  pushed 
the  amount  of  public  investors'  capi- 
tal they  are  running  from  $133  mil- 
lion to  $1.9  billion.  David  Solomon, 
who  won  his  spurs  on  railroad  and 
real  estate  investment  trusts  in  the 
Seventies,  says  his  Solomon  Asset 
Management  Inc.  is  running  over  $2 
billion.  At  least  two  other  junk  bond 
funds  (T.  Rowe  Price  High  Yield  and 
Venture  Income  Plus)  have  charters 


that  permit  them  to  fish  bankruptc 
waters. 

Is  the  field  getting  overcrowded! 
Right  now  there  is  an  abundance  c 
potential  candidates  but  not  man 
that  meet  the  specs  of  such  exactin 
fishers  as  Frazee  and  Mutual  Share; 
Michael  Price. 

Their  complaint:  too  much  mone 
chasing  a  paucity  of  promising  situa 
tions.  "There  is  more  capital  out  ther 
than  there  are  good  deals,"  argues  Frs 
zee.  Mutual  Shares'  Price  reinforce! 
the  point.  "More  money  and  mon 
players,"  he  says,  have  pushed  price 
to  the  point  where  the  risk-rewar| 
ratios  are  out  of  kilter.  "We're  doin 
fewer  deals,  but  we're  doing  them  bi§ 
ger,"  says  Price. 

A  quick  read  of  the  portfolio  show 
the  impact  of  the  change.  Price's  sin 
gle  biggest  holding  is  a  $200  millio] 
(face  value)  slug  of  Storage  Techno] 
ogy  Corp.  notes  and  debentures  tha 
accounts  for  about  4%  of  his  threj 
funds'  $1.9  billion  assets.  That  is 
heavy  wager  on  the  troubled  Loui^ 
ville,  Colo,  producer  of  data  storag 
devices,  but  with  luck  Price  hopes  1 
gross  a  100%  return  on  the  reorgam 
zation  plan  that  should  soon  end  thi 
technology  company's  two-year  stai 
in  Chapter  11. 

Frazee's  prognosis  is  considerabl 
less  sanguine.  He  has  already  take: 
profits  on  a  modest  piece  of  Storag 
Technology  Corp. — about  $300,001 
worth — and  for  the  moment  has  gc 
out  of  the  bankruptcy  play  entirely 
Phoenix  is  concentrating  on  a  blend  c 
junk  bonds,  convertibles,  foreig, 
stocks  and  a  comfortable  cash  posi 
tion  amounting  to  38%  of  assets. 

"We  just  won't  go  into  bankruptc 
situations  where  you  have  to  pay 
premium  to  make  10  points,"  say 
Frazee.  "The  rewards  simply  are  ncj 
there." 

What  about  the  latest  big  bankrupt 
cy,  LTV?  At  least  three  junk  boni 
funds  (Keystone  Series  B4,  T.  Row 
Price  High  Yield  and  Venture  Incomi 
Plus)  were  holding  pieces  of  LTV  det 
when  the  steel-aerospace-energy  coir, 
bine  fell  into  bankruptcy  last  July. 

It  was  a  long  way  down.  The  14s  c 
2004,  for  example,  quoted  as  high  a 
$970  last  April,  are  now  at  aroun 
$350  bid.  The  selloff  shaved  anywher 
from  5  cents  to  20  cents  a  share  off  ne 
asset  values.  The  likelihood  is  ths 
the  funds  will  hang  on  to  their  LT 
paper  for  a  bit  and  see  how  it  goes.  A 
the  moment,  only  one  major  player- 
R.D.  Smith  &  Co. — is  showing  an 
overt  interest  in  the  beleaguered  aerc 
space  company.  To  the  others  LT\ 
despite  the  dizziness  of  its  fall,  sti 
looks  overpriced.  ■ 


Sorry,  wrong  number 


Dial  753-7790  in  Manhattan 
these  days,  and  you'll  hear  the 
taped  voice  of  the  telephone  com- 
pany intercept  cut  in:  "The  num- 
ber you  have  reached  has  been  dis- 
connected. No  further  information 
is  available." 

So  much  for  Midland  Capital 
Corp.,  the  business  development 
company  for  which  two  hotshot 
young  money  men,  Michael  Stan- 
field  and  Robert  Machinist,  had 
such  high  hopes  as  recently  as  18 
months  ago.  Now  just  about  the 
only  place  you  can  get  any  detailed 
information  on  what  was  a  $60 
million  going  concern  is  in  the 
bankruptcy  court  files.  No  tele- 
phone directory  listing,  virtually 
no  market  for  Midland  Capital 
stock,  and  no  more  $270,000-a- 
year  salary  and  bonus  arrange- 
ments for  Stanfield  and  Machinist. 

The  story  of  how  Midland  Capi- 
tal went  bust  cuts  ironically  across 
the  grain  of  the  gospel  the  two  le- 
veraged buyout  specialists 
preached  to  Forbes  in  the  spring  of 
1984.  Caution  was  the  watchword, 
debt  abhorrent.  They  were,  they 
said,  squirreling  away  cash  against 
the  time  when  a  string  of  overle- 
veraged  buyouts  was  bound  to  go 
broke.  That's  when  "people  like  us 
can  come  in  and  grab  off  a  piece." 

The  irony  is  that  Stanfield  and 
Machinist  did  not  follow  through 
on  their  own  prescient  strategy. 
They  blundered,  alas,  into  a  classic 


trap:  They  fell  in  love  with  a  stock. 
Tacoma  Boatbuilding  Co.  looked 
like  just  the  ticket  for  an  aspiring 
investment  company. 

It  had  a  seemingly  solid  core  in 
its  patjol  boat  design  and  construc- 
tion business,  with  a  good  backlog 
of  Navy  business  on  the  way. 
There  also  was  what  looked  like  a 
promising  high-tech  kicker  in  two 
TBC-designed  craft  that  would 
take  the  company  into  the  offshore 
commercial  incineration  of  haz- 
ardous wastes. 

Midland  got  into  Tacoma  Boat 
by  way  of  a  reorganization  at  an 
initial  ante  that  looked  cheap — 
$5.8  million  plunked  down  at  the 
beginning  of  1985.  The  ante  might 
have  been  cheap  if  TBC  hadn't 
been  plagued  by  just  about  every- 
thing that  can  go  wrong  in  a  ship- 
yard; strikes,  cost  overruns  and 
thinning  order  books  all  translated 
into  heavy  deficits. 

Instead  of  cutting  their  losses, 
Stanfield  and  Machinist  heroically 
pumped  another  $20  million  or  so 
into  the  company.  It  wasn't 
enough,  and  when  Tacoma  went 
into  Chapter  11  last  fall,  Midland 
Capital  was  not  far  behind.  As  ma- 
jor shareholders  in  Midland,  Stan- 
field and  Machinist  are  among  the 
big  losers.  What  went  wrong?  "I 
don't  know,"  shrugs  an  acquain- 
tance. "They  just  threw  good  mon- 
ey after  bad,  and  that's  what  bank- 
ruptcy is  all  about."— R.P. 


Two  Stops;  Hawaii  to  London 

V    Either  Direction. 


A  flight  from  Honolulu  to 
,)ndon— 8000-plus  miles  over 
nd  and  sea— puts  the  long- 

nge  claims  of  business  jets 
I  the  test. 

i  The  BAe  800  does  it 
1  either  direction, 
ith  just  two  fuel  stops: 
!iy,  San  Francisco  and 
angor,  ME. 
Herewith  our  flight 
sanning  criteria:  One 
\e  800,  six  passengers, 
ggage,  with  winds  and 
udent  fuel  reserves. 

Honolulu-London-and-return 
the  kind  of  trip  many  long- 
nge  business  jets  don't  talk 
Dout.  And  interestingly,  other 
rcraft  that  can  make  this  trip 
nong  them  the  very  largest, 


most  costly  business  jets- 
would  also  require  two  en  route 
fuel  stops. 
The  BAe  800's  far-out  payload- 


Waikiki 


Westminster 


Distance 

Time/East 

Time/West 

(miles) 

(hr.min.) 

(hr:min.) 

Honolulu  •»—*■ 
San  Francisco 

2124 

5:12 

5:57 

San  Francisco  *— »• 
Bangor 

2780 

5:41 

6:54 

Bangor 
London 

3073 

6:33 

6:58 

range  stems  from  design  effi- 
ciency that  pays  off  equally  on 
shorter  flights.  There,  the  BAe  800 
demonstrates  a  fuel  efficiency 
comparable  to  smaller,  less 
comfortable,  less  capable  jet 
aircraft. 
Hawaii-to-London  might  not 


be  a  travel  requirement  for  your 
company,  but  the  efficiency  that 
makes  it  possible  flies  with 
every  BAe  800  on  every  trip. 

Companies  that  require  less 
than  the  BAe  800's  full 
(3320-mile)  range  may  choose 
one  with  more  usable  cabin 
area  and  an  impressive  coast- 
to-coast  (2950-mile)  range. 

For  details  about  BAe  800 
range,  including  its  extensive 
range  of  options,  call  your 
nearest  BAe  office.  Or  write 
Kenneth  C.  Spinney,  Vice 
President  Marketing-Corporate, 
British  Aerospace,  Inc.,  P.O.  Box 
17414,  Washington  Dulles 
International  Airport, 
Washington,  DC  20041. 


BRITISH  AEKOSPACEJ^T' 


up  where  we  belong 

British  Aerospace,  Inc.  Offices  in  North  America:  Washington,  DC  •  703/478-9420  •  Wilmington,  DE  302/322-8000  •  New  York  516/981-8000 


HOW  A  9  MONTH  \ 
OLD COMPANY  CAN MAKt 
A  PRODUCT  WITH  A 
15  YEAR  REPUTATION 
FOR  DUALITY. 

When  we  became  Navistar  International 
Corporation  last  February,  we  brought  with  us 

a  lot  more  than  a  new  name 
We  brought  a  long 
line  of  superior 
products.  Made  by 
people  committed  to 
obtaining  the  highest 
measure  of  quality.  Ir 
their  work.  And  in 
|  themselves. 

This  commitment 
I  not  only  has  made 
International  the  most  popular  brand  of 
medium  and  heavy  duty  trucks  in  North 
America,  it's  become  an  integral  part  of  every- 
thing we  build. 


For  instance,  consider  our  line  of  Inter- 
national brand,  mid-range  diesel  engines. 

Since  the  early  seventies,  we've  built  hun- 
reds  of  thousands  of  them. 

Despite  rugged,  demanding  applications 
mging  from  urban  delivery  to  construction, 
le  majority  have  never  had  a  warranty  claim. 

Our  engines  have  earned  their  reputation 
>r  durability  reliability  and  efficient  operation. 

As  a  result,  they've  developed  a  consid- 
rable  following  and  have  become  the  best 
filing  engines  in  their  class. 

We  believe  this  kind  of  commitment  to 
uality  has  helped  us  prevail  in  a  fiercely 
Dmpetitive  industry. 

But  we  still  have  a  drive  to  improve.  Not 
nly  in  manufacturing,  but  in  every  operation 
dthin  our  company. 

Ask  any  of  our  employees  about  Navistar 
uality  and  you're  likely  to  get  the  same  answer, 
it's  the  best. . .  but  we're  looking  for  ways  to 
lake  it  better." 

NAVISTAR 

The  rebirth  of  International  Harvester. 


Marketing 


By  John  Merwin 


Edited  by  Jeffrey  A.  Trachtenberg 


What's  the  difference  between  selling  in- 
stant coffee,  instant  shaving  cream,  instant 
oatmeal  and . . .  eyeglasses?  Not  much,  ac- 
cording to  Dean  Butler. 

New,  improved 
eyewear 


Iook,  eyewear  is  big  busine 
_  about  $8  billion  a  year,"  ss 
I  41 -year-old  entrepreneur  De 
Butler,  adjusting  his  own  pair  of  $1 
gold-and-tortoiseshcll  glasses.  "E 
this  business  was  ripe  for  somethil 
new.  It  hadn't  changed  in  years.  Y 
know  why?  Optometrists  controll 
it.  They  wrote  state  regulations  aim 
at  protecting  solo  practitioner  opto 
etrists.  So  there  wasn't  much  outsi 
competition.  No  new  retailing  ide 
either.  Optometrists  examined  yo 
eyes  and  sold  you  frames  from  a  re 
tively  small  selection.  Two  weeks  1 
er  you  got  your  glasses. 

"But  why  should  I  have  to  wait  ti 
weeks?"  asks  Butler,  who  found 
Lens  Crafters,  an  eyewear  chain  off 
ing  eye  exams  and  one-hour  glass 
"Grinding  glasses  is  mostly  machir 
shop  work.  People  set  the  dials  a 
machines  do  the  work. 

"But  to  justify  the  lab,  we've  got 
drum  up  ten  times  the  business  of 
ordinary  private-practice  optometri 
That  means  marketing,"  continu 
Butler,  a  former  group  marketi 
manager  at  Procter  &  Gamble.  "Mc 
optometrists  say  we're  'comnn 
cializing'  the  eye  business.  So  wha 
We're  giving  customers  what  th 
want — convenient  service.  We're 
shopping  malls,  and  we  keep  ret. 
hours.  Optometrists  like  professior 
buildings  and  closing  at  five.  We 'sq 
glasses  to  'customers.'  Optometri; 
don't  like  those  words.  They  'dispe 
se'  glasses  to  'patients.'  That's  fir 
but  today  big  commercial  operate 
have  25%  of  the  business,  and  that': 
ten-point  gain  over  five  years  ago. 
we  must  be  doing  something  right.  ] 
bet  in  ten  years  we'll  have  75%.' 

Butler  started  Lens  Crafters  in  19 
with  a  single  7,500-square-foot  stc 
in  Cincinnati,  where  he  had  been 
P&G  brand  manager  for  Ivory  Liqui 
Cheer  detergent  and  Folger's  insta 
coffee.  He  quickly  recruited  anoth 
P&G  alumnus,  Daniel  Hogue.  Whi 
at  P&G,  the  pair  had  helped  create  i. 
Folger's  "Would  you  be  surprised  1 
told  you  that  you  were  drinking  Fc 
ger's  Instant  Crystals?"  TV  campaig 
Three  new  Lens  Crafters  stores  ai 
a  year  later,  Butler,  Hogue  and  oth 
investors  sold  out  to  United  Stat 
Shoe  Corp.,  the  Cincinnati  footwe 
and  fashion  retailer.  By  year-end  Bv 
ler  figures  U.S.  Shoe  will  have  ban 
rolled  150  Lens  Crafters  stores  in  le 
than  three  years. 
Lens  Crafters,  however,  isn't  aloi 

Lens  Crafters  President  Dean  Butler 
"A  business  ripe  for  change." 


She  outbid  three  Parisian  wine  nferchants  for  the 
Dom  Perignon.  But  like  a  true  p 
wasn't  about  to  waste  4t)-vear-ol 
the  bolM 

For  having  the  fojresif 
Phoenix  Mutual.  A  low  cost  adju 

insurance  plan  that  protects  their  lifestyle  w 
leaving  them  enough  money  to  live 

They've  laid  in  a  course  for  the  long  imui  too. 
With  the  Phoenix  Growth  Fund*  to  provide  dollars 
for  retirement.  Or  maybe  a  villa  by  the  sea  to 
moor  their  classic  sailboat. 

For  some  people  any  financial  service1 
institution  will  do.  But  they're  different.  And  the 
consistent  performance  they  get  from  Phoenix 
means  clear  sailing  ahead.  If  there's  a  little 
pennypincher  in  you,  call  Phoenix  Mutual. 
We're  making  a  lot  of  people  a  lot  of  money. 


Phoenix  Mutual 

)  Hartford,  Connecticut  06115 


*Offered  through  Phoenix  Equity  Planning  Corporation,  a  registered  broker-dealer. 


©  1986  Phoenix  Mutual  Life  Insurance  Company 


Most  business  systems 
begin  here. 


Marketing 


in  the  business.  Butler,  whose  hobby 
is  racing  competitive  sports  cars  at 
140mph,  is  dueling  nationally  with 
two  other  chains:  Eyelab,  owned  by 
Quaker  Oats,  and  Eye  +  Tech,  owned 
partly  by  Gillette. 

The  opportunity  for  one-hour  glass- 
es came  because  of  two  important 
1978  legal  precedents.  First  was  a  Fed- 
eral Trade  Commission  ruling  forcing 
optometrists  to  give  patients  their 
prescriptions,  thus  making  it  easy  to 
buy  glasses  from  someone  other  than 
the  optometrist.  Second  was  a  court 
decision  freeing  professionals  to  ad- 
vertise. These  rulings  broke  the  grip 
of  single-practitioner  optometrists 
and  opened  the  door  for  big-time  com- 
mercial marketers  like  Lens  Crafters. 

As  often  is  the  case  with  entrepre- 
neurs, Butler  didn't  dream  up  the  one- 
hour-eyewear  superstore  but  deftly 
copied  the  first  such  operation,  Eye- 
lab,  a  New  Jersey  chain  later  bought 
by  Quaker  Oats.  The  formula  works 
like  this:  A  6,500-foot  store,  usually 
in  a  shopping  mall,  offers  exams  by 
associated  optometrists,  a  selection  of 
4,000  frames  and  an  on-site  lens- 
grinding  lab  that  turns  out  glasses  in 
an  hour.  About  half  of  Lens  Crafters' 
customers  come  directly  from  the  on- 
site  optometrists,  while  others  walk 
in  with  prescription  in  hand. 

The  financial  targets  for  these  fash- 
ionable, but  cookie-cutter,  stores  are 
already  well  refined.  Opening  a  big- 
city  store  costs  about  $700,000,  Butler 
says,  and  each  store  needs  sales  of 
about  $1.2  million  to  break  even.  Af- 
ter that,  much  of  the  revenue  falls  to 
the  bottom  line. 

U.S.  Shoe  hasn't  released  financials 
on  Lens  Crafters  yet,  but  one  knowl- 
edgeable source  says  the  stores  are 
averaging  sales  of  $1.75  million.  Even 
that  may  be  conservative,  as  most  of 
these  stores  are  new  and  thus  still 
rapidly  building  volume.  U.S.  Shoe 
has  said  that  every  store  is  in  the 
black.  The  average  ticket,  boosted  by 
employee  sales  contests  like  selling 
the  most  "second"  pairs  of  glasses, 
runs  around  $140.  Sales  per  square 
foot  are  about  $350,  more  than  twice 
the  volume  of  a  typical  clothing  store. 
For  Lens  Crafters,  that  means  by  year- 
end  its  150  locations  should  be  doing 
an  annualized  business  of  well  over 
$200  million.  Not  bad  for  a  company 
less  than  three  years  old. 

"Marketing  eyewear  isn't  much  dif- 
ferent from  selling  coffee,"  Butler 


Seeing  the  future 


With  eyewear  superstores 
storming  the  market  at  a  fero- 
cious pace,  can  the  journeymen  of 
American  eye  care,  the  nation's 
24,000  neighborhood  optometrists, 
stay  alive? 

Forbes  posed  the  question  to  Dr. 
Philip  Davis,  a  57-year-old  optom- 
etrist who,  28  years  ago,  bought  his 
first  practice,  in  Reading,  Pa.  Per- 
haps Davis'  actions  answer  the 
question  best. 

Five  years  ago  he  sold  his  private 
practice,  plus  an  optometric  ven- 
ture he  operated  with  a  local  de- 
partment store  chain.  Davis  mort- 
gaged his  house  and  in  January 
opened  his  own  superstore,  Total 
Vision  Care,  across  from  a  regional 
mall  in  Lancaster,  Pa.  "Most  op- 
tometrists tend  to  look  at  new 
trends  and  say  they  are  no  good, 
but  I  could  see  what  was  happen- 
ing," Davis  says.  "I  decided  I  had  to 


take  the  chance.  But  I  could  have 
gone  broke  had  my  superstore  not 
worked." 

It  worked.  Davis  says  his  busi- 
ness began  making  a  profit  on  the 
third  day,  and  in  his  first  year  he 
expects  to  turn  $2  million  in  sales. 
He  is  spending  15%  of  his  sales  on 
advertising  and  plans  to  open  two 
more  stores  in  eastern  Pennsylva- 
nia within  a  year. 

What  about  optometrists  lacking 
capital  or  entrepreneurial  in- 
stincts? "For  the  long  pull,  they  are 
in  trouble,"  Davis  laments.  "We're 
serving  1,000  to  1,200  patients  a 
month,  and  it  has  to  be  coming  out 
of  somebody's  hide.  Sure,  not  all 
the  little  dress  shops  closed  when 
the  department  stores  opened. 
There  will  always  be  a  place  for  a 
good  little  operator  who  gives  great 
service.  But  many  will  fall  by  the 
wayside."  — J.M. 


continues.  "Retailing  is  what  you  do 
when  customers  walk  into  the  store. 
But  with  a  new  idea,  marketing  comes 
first.  Marketing  is  how  you  inspire 
customers  to  come  to  your  door." 

Note:  All  these  big-chain  eyewear 
stores  are  owned  by  marketers  who 
specialize  in  stimulating  demand  for 
their  consumer  products  primarily  by 
using  television  to  create  product  im- 
ages. If  these  images  grow  in  consu- 
mers' minds,  then  consumers  will  go 
to  the  retailer  and  buy  Quaker  oat- 
meal, Gillette  shaving  cream  or 
P&G's  coffee  products.  Or  eyeglasses. 

Consider  this  P&G-like  marketing 
approach,  as  applied  by  Lens  Crafters. 
First,  find  out  what  the  customer 
wants.  Answer:  fast  glasses.  Second, 
figure  out  how  many  customers  will 
be  required  to  make  the  business  pay. 
In  this  case  it's  about  40  to  45  a  day, 
the  volume  needed  to  support  one  on- 
site  optical  lab.  Third,  study  the  mar- 
ket and  estimate  how  many  advertis- 
ing dollars  (local  TV,  principally)  will 
be  needed  to  drive  enough  customers 
to  the  store.  And  note  the  firm  belief 
that  for  some  cost,  any  good  marketer 
can  generate  a  mob  of  customers.  But 
will  that  cost  be  low  enough  to  allow 
a  profit?  If  so,  the  product  is  a  go. 

The  numbers  have  shaken  out  well 
for  Lens  Crafters,  which  runs  TV 
spots  featuring  Butler  himself  drum- 
ming a  single  selling  point — the  con- 
venience of  one-hour  glasses.  That, 
too,  is  vintage  P&G.  Sell  a  single  con- 
cept, such  as  quality  or  convenience, 


and  never,  never  sell  on  price.  If  y 
have  marketed  the  image  proper 
customers  will  pay  your  price. 

With  60%  of  the  population  wei 
ing  glasses  or  contact  lenses,  and  t 
percentage  rising  as  the  Americ 
population  ages,  Butler  figures  t 
eyewear  business  looks  good.  "Rig 
now  most  people  buy  a  single  pair 
glasses  every  two  or  three  years.  E 
what  if  we  can  sell  eyewear  as  fas 
ion,  a  tortoiseshell  pair  for  work  a 
some  wire  rims  for  play?  We  coii 
double  per  capita  sales  of  glasses." 

The  strategy  does  sound  promisii 
Consider  this:  While  in  Manhatt 
last  fall,  Nicaraguan  dictator  Dan 
Ortega  bought  over  $3,500  worth 
fashion  eyewear  from  a  Lens  Craftt 
competitor.  And  he  hadn't  even  se 
the  television  ads.  Now,  if  it'll  wc 
on  a  Marxist.  .  .  . 


Snap  on  s 

proprietary  ingredient 

If  you  put  Japanese  tools  beside  o 
tools,  you'd  say  they  are  wor 
what  ours  are,"  says  Chairman  W 
ham  Rayburn  of  $591  million  (sab 
Snap-on  Tools  Corp.  of  Kenosha,  W 
"But  our  hand  tools  cost  1xh  tim 
as  much." 

Another  sob  story  from  the  Ri. 
Belt?  No  way.  Japanese  tools  in  qua 
tity  have  been  on  the  U.S.  market  1 
the  better  part  of  25  years  now,  > 
Snap-on    has    consistently  rank 


f  typestyles.    With  bi-directional 


f  typestyles.    With  bi-directional  printing  from  memory,  th 

24  characters  per  second,  almost  sil 


Canon's  AP 500  will  get  the  work  out  fast. 
One  way  and  the  other. 

The  Canon  AP  500,  our  very  sophisticated  electronic  typewriter,  has  been  designed  to  make  typing 
e  productive  and  your  business  more  successful . 

For  example,  it  has  bi-directional  letter-quality  printing  from  memory  at  a  fast  24  cps.  A  bright  39- 
acter  display  helps  eliminate  errors.  It  also  has  a  long  list  of  time-saving  automatic  features. 
The  AP  500  performs  an  incredible  array  of  complicated  text-editing  tasks.  With  a  24K  internal  memory 
can  be  expanded  up  to  32K,  it  stores  up  to  16  pages  of  text  for  frequently  used  paragraphs,  phrases  and 
esses.  With  the  merge  feature,  letters  and  addresses  come  together  easily.  Word  revisions  are  a  snap  with 
>al  search  and  replace.  And  paragraphs  move  effortlessly  with  the  blockmove/copy /delete  functions. 
Innovative  options  include  a  9"  CRT  screen  that  displays  a  half  page  of  typing  and  makes  editing  a 
ze.  There's  also  a  spelling  checker/corrector  with  a  90,000-word  dictionary  that  not  only  signals  when 

a  word  is  misspelled,  but  also  suggests  the  correct  word.  Plus, 
specialized  dictionaries  for  the  medical,  legal,  banking  and 
insurance  fields. 

Of  course,  the  AP  500  isn't  the  only  example 
of  successful  technology  from  Canon.  The  AP  400 
is  a  versatile  electronic  for  offices  of  all  sizes 
and  the  extraordinary  AP  550  can  be  equipped 
with  64K  of  memory  to  meet  your  most 
challenging  needs. 

To  keep  your  Canon  typewriter  at  its 
best,  Canon  has  a  coast-to-coast  network 
of  over  600  dealers  to  service  them. 
No  matter  what  size  your  typing 
needs  are,  the  Canon  AP  500,  AP400 
or  AP  550  will  help  you  be  a 
big  success.  For  more  information 
L         on  the  complete  line  of  Canon 
electronic  typewriters,  call 
1-800-453-1900. 

Canon 

How  Successful  Companies  Type. 


Canon  U.S.A.,  Inc.,  One  Canon  Plaza,  Lake  Success,  NY  11042  c  1986  Canon  USA,  Inc 


among  the  nation's  most 
profitable  corporations.  Over 
the  past  decade  Snap-on  has 
averaged  better  than  a  21% 
return  on  equity — up  there 
with  the  likes  of  Emerson 
Electric — as  debt  steadily 
sank  from  21%  of  capitaliza- 
tion in  1976  to  less  than  5% 
last  year. 

What's  the  secret?  Snap-on 
can  charge  more  for  its  tools 
because  of  the  intangible 
that  goes  with  them.  The  in- 
tangible is  service.  Snap-on 
has  its  chrome-plated 
wrenches  and  ratchets  on  the 
top  end  of  the  hand-tool  mar- 
ket. Service  station  mechan- 
ics, who  use  the  tools  seven 
or  eight  hours  a  day  wres- 
tling with  the  business  end 
of  a  Chevy,  are  happy  to  pay 
more  for  a  tool  that  lasts.  The 
Japanese  have  gone  for  the 
hardware  store  duffer  at  the 
low  end  of  the  market. 

Why  don't  the  Japanese 
trade  up,  as  they  have  in 
automobiles  and  stereos  and 
semiconductors?  After  all, 
Snap-on's  lucrative  market  is 
over  $1  billion,  a  target  well 
worth  shooting  for. 

Ah,  most  difficult.  It  turns   

out  that  U.S.  service  station  mechan- 
ics have  life  real  easy  in  the  hand-tool 
department.  Once  a  week,  without 
fail,  a  big,  bold-lettered  18-to-20-foot 
Snap-on  van  will  pull  into  the  station 
with  $50,000  to  $200,000  of  nice  new 
tools  inside.  Need  a  size  12,  hex  lobu- 
lar socket  to  work  on  Mr.  Jones'  new 
Cadillac?  Never  fear.  Snap-on's  here. 
The  mechanic  can  try  the  socket  on 
Jones'  front-wheel-drive 
transmission  to  make 
sure  the  size  12  head  fits 
properly.  He  can  take 
eight  to  ten  weeks  to  pay 
for  it  with  no  interest 
charges. 

Not  only  that,  but  the 
dealer  will  clean  every 
item  in  the  mechanic's 
red  Snap-on  tool  chest 
every  six  months, 
which,  of  course,  gives 
the  dealer  a  chance  to 
rummage  for  "worn- 
out"  tools  that  need  re- 
placing. That's  how  ser- 
vicing a  customer's 
needs  builds  additional 
sales.  And  you  can  be 
sure  the  van  driver  is  go- 
ing to  do  a  good  job,  for 
he's  not  an  employee  but 
an  independent  business 


Snap-oft  Tools  Chairman  William  Rayburn 
Outsmarting  the  Japanese  in  a  $1  billion  market. 


person  franchised  by  Snap-on. 

Now,  there  is  nothing  to  stop  the 
Japanese  from  buying  their  own  vans, 
spending  the  $15,000  to  $18,000  nec- 
essary to  refit  an  18-footer,  and  hitting 
the  road.  But  the  me-too  strategy 
hasn't  always  worked  so  well,  either. 
Listen  to  Bill  Rayburn,  who  traded  in 
his  body  shop  for  a  Snap-on  van  back 
in  1953  in  his  hometown  of  Canandai- 


The  interior  of  a  Strap-on  van 

Inventories  on  wheels — and  a  decades-long  head  start. 


Nchnepf 

gua,  N.Y.  "Sears,  Roebu 
had  16  trucks  running  out 
Albany  and  Buffalo  back 
the  early  Sixties,"  he  sa] 
"They  gave  us  a  rough  tit 
initially,  until  people  disco 
ered  they  could  use  th| 
Sears  credit  card  to  buy  an 
thing  Sears  stocked  from  th 
van.  Since  the  van  drive 
were  employees,  not  fraj 
chised  dealers,  they  ended  i 
selling  washers  and  dryei 
not  hand  tools." 

Other  competitors  did: 
make  that  mistake.  The  Ml 
Tools  subsidiary  of  Stanll 
Works  and  the  MatCo  Tofl 
subsidiary  of  Chicago  Pne 
matic  copied  Snap-on  a; 
sold  their  tools  to  franchisi 
dealers  with  vans,  says  Ra 
burn.  But  they  soon  discc 
ered  that  it  takes  decades 
build  a  nationwide  systei 
With  its  long  head  start,  a: 
49%  of  the  market,  Snap 
has  as  many  dealers  tooli 
about  as  all  its  competitc 
combined.  Altogether,  t 
company  has  4,300  audi 
rized  dealers  or  distribute 
in  more  than  130  countriei 
Snap-on  changed  with  t 

  grease-monkey  circuit,  tc 

More  complex  car  engines,  for  exai 
pie,  have  made  it  uneconomic  for  rr 
chanics  to  repair  many  parts.  Increa 
ingly,  they  simply  replace  them.  1 
stead  of  viewing  this  major  shift  aa 
threat,  Snap-on  viewed  it  as  an  oppo 
tunity  to  market  its  tools  to  a  nt 
customer  base.  "The  mechanics  st 
need  the  same  tools  to  remove  aj 
replace  that  they  did  when  they  we 
doing  repair,"  notes  Ra 
burn.  "But  now  we  s« 
our  tools  to  the  parts  i 
pair  centers  as  well." 

Snap-on  also  spott 
opportunity  in  t 
$21,000-to-$28,000 
cilloscopes  used  by  pal 
repair  centers  to  dia 
nose  electrical  probleri 
in  car  engines.  Last  ye 
the  company  introduc 
its  own  brigbt  red  port 
ble  oscilloscope,  whi 
is  about  the  size  of 
Compaq  portable  p< 
sonal  computer.  T 
Counselor,  as  the  osc 
loscope  is  called,  reta: 
for  $3,500  and  does  ; 
most  everything  the  ol 
er,  larger  models  do,  e 
cept  print.  The  unit  is 
small  that  mechanics 


Vhen  KLM  needed  a  global  equity  offering, 
\ve  charted  their  course  worldwide. 


r  Transport  World  recently  named  KLM  the  'Airline  of 
2  yearJ'  One  measure  of  its  superior  management  is  the 
•line's  profitability:  KLM  has  been  profitable  for  ten  con- 
cutive  years,  including  the  recession  of  the  early  '80s  in 
lich  few  major  airlines  managed  to  stay  in  the  black. 
Not  surprisingly,  KLM  is  managing  its  expansion  with 
ualcare. 

So  when  the  airline  wanted  to  replace  and  expand  its 
et,  it  chose  Merrill  Lynch  to  lead-manage  a  global  equity 
ering  of  more  than  $300  million. 
The  financing  brought  new  meaning  to  the  concept  of  a 
)bal  capital  market. 

Because  of  Merrill  Lynch's  strong  presence  in  Europe,  the 
5.,  Canada  and  Asia,  we  imposed  no  regional  restrictions 


on  the  offering.  That  meant  the  syndicate  we  led  could  allo- 
cate shares  around  the  world's  markets  to  achieve  the  best 
price  for  KLM  by  matching  sales  with  markets  where  inves- 
tor interest  was  strongest. 

Because  of  our  exceptional  distribution  strength,  Merrill 
Lynch  alone  sold  over  40%  of  the  issue  to  more  than  5,000 
individual  and  institutional  investors  in  23  countries. 

It's  an  example  of  the  increasing  importance  of  the  kind 
of  global  service  Merrill  Lynch  provides:  worldwide 
research,  worldwide  distribution,  worldwide  trading 
capability  that  assures  liquidity  in  the  secondary  markets. 
And,  of  course,  worldwide  investment  banking  expertise. 

In  short,  the  global  capital  market  is  here,  and  Merrill 
Lynch  is  ready  to  help  chart  your  way  through  it. 


erC.W.AIberda  van  Ekenstein,  Senior  Vice  President,  Finance,  KLM  Royal  Dutch  Airlines  and 
'id  J.P.Meachin,  Managing  Director,  Investment  Banking,  Merrill  Lynch  Capital  Markets. 
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Merrill  Lynch 


Thurs. 
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The  week  we  looked  terrorism 
in  the  eye  and  proposed  away 

to  make  it  blink. 


Its  face  has  grown  familiar. 
In  the  endless  images  of  twisted 
wreckage  and  shattered  boclies 
left  scattered  in  its  wake.  I, 

It  claims  to  work  for  many 
causes,  bu t  wields  only  one 

A  no1  its  target  is 
our  children. 


The  face  of  terrorism.  It^s 
become  a  major  force  in  our 
world,  and  Newsweek  has 
detailed  its  violent  develop- 
ment. But  we  didn't  stop  there. 
Because  when  Newsweek 
looks  at  a  story,  we  see  beyond 
the  face  of  it. 

Beyond  the  problems,  or  the 


situations,  or  even  the  motiva 
tions— we  see  and  search  for 
solutions.  Recently,  we  pro- 
posed 10  concrete  steps 
designed  to  combat  terrorism 
Among  them:  improved  intel 
gence  gathering,  cracking  do 
on  unsafe  airports  and  greate 
pressure  on  terrorist  allies. 


:'s  our  prescriptive  approach 
e  news— reporting  not  only 
t's  happening,  but  what  can 
one  about  what's  happening. 
\nd  over  the  years,  we've 
ied  that  prescriptive 
oach  to  such  varied  and 
cult  dilemmas  as  civil 
ts,  Vietnam,  South  Africa 


and  crime. 

Reporting  the  bad  news  and 
suggesting  good  answers.  Part 
of  the  reason  Newsweek 's  won 
more  awards  for  journalistic 


excellence  than  any  other  news 
magazine. 

And  a  good  reason  for  you 
to  start  taking  a  look  at  the 
world  through  our  eyes. 


Newsweek 

Why  it  happened.  What  it  means. 


Marketing 


marinas  can  hook  them  up  dockside 
and  diagnose  problems  on  the  spot, 
which  means  that  boats  spend  more 
time  in  the  water  than  in  drydock. 
Again,  paying  close  attention  to  cus- 
tomer needs. 

Advertising?  A  small  budget  limit- 
ed to  trade  books  such  as  Motor  Age, 
Motor  Service  and  Super  Service  Station. 
More  important,  says  Rayburn,  are 
the  2  million  catalogs  the  company 
distributes  each  year.  These  tele- 
phone-book-size catalogs  run  352 
pages  and  cost  almost  $2  a  copy  to 
print.  Says  Rayburn:  "They  are  the 
most  valuable  single  marketing  tool 
we  have.  Our  industrial  people  leave 
them  with  buyers,  purchasing  agents 
and  requisition  people.  Our  dealers 
leave  them  with  shop  owners  and  me- 
chanics. When  there  is  a  mechanical 
problem  they  look  in  the  catalog  for  a 
tool  that  can  solve  it." 

Snap-on  isn't  taking  any  chances  on 
losing  the  market  share  it  has  worked 
so  long  to  achieve.  To  make  sure  that 
it  stays  current,  the  company  intro- 
duces a  dozen  new  major  products 
every  year. — Geoffrey  N.  Smith 


Losing  the  cutting  edge 

What's  worse,  allowing  your  mar- 
ket share  to  be  devoured  by  com- 
petitors or  losing  it  to  a  new  product 
from  your  own  company? 

That's  the  challenge  Cuisinarts 
Inc.'s  Carl  Sontheimer  faced  last  year 
when  Sunbeam  introduced  a  nifty 
food  processor  that  chops  carrots,  on- 
ions and  potatoes  with  lightning 
speed  for  only  $60.  Better  still,  the 
Oskar  is  only  half  the  size  of  Sonthei- 
mer's  famous  Cuisinart  model,  mean- 
ing it  fits  in  apartment  kitchens. 
Sontheimer  took  one  look,  though, 
and  declared  the  Oskar  to  be  just  a 
gimmick.  He  was  wrong,  and  that 
mistake  may  well  jeopardize  a  compa- 
ny he  and  his  wife,  Shirley,  have  been 
building  for  15  years. 

Look  what  happened.  Last  year 
Sunbeam  sold  more  than  700,000  Os- 
kars,  one-fourth  of  all  food  processors 
sold  in  this  country.  Talk  about  lis- 
tening to  consumer  needs  and  re- 
sponding with  an  innovative  product. 
And  as  Sunbeam  sales  are  booming, 
Cuisinarts'  volume  share  has  dropped 
since  1984  from  an  estimated  20%  to 
10%,  in  a  market  pegged  at  $300  mil- 
lion this  year. 


Sontheimer's  no  fool:  He  and  his 
wife  started  Cuisinarts  with  $20,000 
in  1971,  importing  a  line  of  cookware. 
He  launched  the  food  processor  two 
years  later,  and,  with  marketing  savvy 
and  a  credible  product,  were  able  to 
dominate  the  upper  end  of  the  food 
processor  business  against  such  top 
competitors  as  Moulinex  and  Robot 
Coupe.  Sontheimer  did  it  by  making 
the  Cuisinart  name  synonymous  with 
top  quality  and  price.  No  wonder  that 
Sontheimer  was  loath  to  put  the  name 
on  a  machine  designed  to  compete 
with  the  $60  Oskar.  Says  he:  "We 
could  put  pebbles  in  a  can,  and  if  we 
put  the  Cuisinart  name  on  it,  it  would 
sell.  But  after  that,  the  name  would  be 
absolutely  worthless.  If  we  don't  feel 
we  can  make  a  better 
product,  we  don't  enter 
the  market."  Even  to- 
day, he  says,  the  com- 
pany is  the  top-dollar 
producer,  with  what 
Forbes  estimates  to  be 
$70  million  in  food 
processor  sales. 

That  sounds  good, 
but  let's  not  forget  the 
Spartans  got  wiped  out 
at  Thermopylae.  Cui- 
sinarts' competitors 
think  Sontheimer  is 
confusing  bigness  with 
quality.  "There  was  an 
opportunity  for  them 
to  come  out  with  a 
beautifully  executed, 
high-priced  downsized 
product  they  could 
have  sold  to  current 
customers  and  inno- 
cent bystanders,"  says 
James  Holcomb,  direc- 
tor of  marketing  at 
Black  &.  Decker,  which 
is  introducing  its  own 
small  food  processor  this  year. 

Cuisinarts  has  had  success  bucking 
the  tide.  In  1978,  when  food  proces- 
sors under  $70  were  the  rage,  Cuisin- 
arts introduced  a  larger  and  more 
powerful  machine  priced  at  $225.  The 
strategy  worked  because  Cuisinarts 
cashed  in  on  the  emerging  fad  for  fan- 
cy cooking — a  fad  that  has  made 
"gourmet"  perhaps  the  most  overused 
word  in  the  language.  When  cooking 
had  a  utilitarian  image,  no  one  would 
spend  much  for  a  kitchen  gadget.  But 
Cuisinarts  was  able  to  open  new  price 
points — above  $100 — for  small  kitch- 
en appliances.  Owning  one  was  tanta- 
mount to  wearing  a  pair  of  Calvin 
Klein  jeans.  You  could  hardly  boast  of 
a  gourmet  kitchen  if  you  didn't  own 
one  of  these. 

But  market  research  firm  MRCA 


Information  Services,  of  Northbrook 
111.,  says  that  people  dine  out  50^ 
more  today  than  in  1978.  Gourmet  i 
still  in  but  not  as  in  as  it  was.  Retail 
ers  have  responded  by  mixing  thei 
gourmet  electrics  and  cookware  wit! 
other  household  appliances.  Food  pre 
cessor  sales  are  down  since  their  pea] 
in  1978. 

How  to  get  business  hummin 
again?  A  new  gimmick,  retailers  saic 
and  they  found  one  with  the  Oskai 
Sunbeam's  market  research  showe 
that  most  Cuisinart  machines  were  i: 
the  closet  because  they  were  too  big 
too  complicated  and  too  hard  to  clear 
A  fancy  blending  machine  aimed  a 
ordinary  folks  might  be  just  the  tick 
et,  even  for  Cuisinart  owners.  "Cui 


Cuisinarts  founders  Shirley  and  Carl  Sontheimer 
Snob  appeal  is  no  longer  enough. 


sinart's  snob  appeal  was  a  good  ma 
keting  tactic  in  the  beginning,  bi 
they  never  moved  into  the  mass  ma 
ket,"  explains  Paul  Saxton,  Sur 
beam's  vice  president  of  marketing 
Cuisinarts  will  introduce  the  Min 
Mate  Chopper/Grinder  this  fall,  a  li 
tie  appliance  to  sell  at  $40,  which  ma 
attract  some  customers  away  froi 
Oskar.  But  for  the  first  time,  the  con 
pany  is  playing  catch-up.  And  it  fact 
serious  competition  from  nearly  ha 
a  dozen  others.  Even  a  glossy  ne1 
magazine  campaign  created  by  tb 
Geers  Gross  advertising  agenc 
which  explains  that  a  processor  can  t 
used  to  make  tacos  and  chocolate  chi 
cookies,  may  not  be  enough.  Mora 
Never  become  so  complacent  th 
you  let  your  despised  competito: 
steal  a  march  on  you. — Eva  Pomice 


Miatgoodisa 
computer 

that  gives  you 
an  answer 

in  a  second  if 
it  cant  get 

o  the  question 
forayear? 


The  typical  computer 
system  forces  programmers  to 
spend  so  much  time  maintain- 
ing existing  programs  that  new 
ones  (and  people  who  need 
the  information)  just  have  to  wait. 
Sometimes  as  long  as  a  year. 

At  Burroughs,  we  believe 
that  to  keep  you  competitive,  a 
computer  has  to  give  you 
the  answers  you  want  when  you 
want  them.  Or  frankly,  it's 
not  worth  the  carton  it  comes  in. 

That's  why  we  developed 
LINC— a  unique  software 
tool  that  writes  virtually  all  the 
coding  programmers  would 
otherwise  do  manually.  Increas- 
ing their  productivity  as  much 
as  ten  times. 

So  program  maintenance  is 
drastically  reduced.  New  pro- 
grams actually  get  written.  And 
you  wind  up  getting  all  the  infor- 
mation you  need. 

In  addition,  programmers 
can  use  LINC  to  further  custom- 
ize Burroughs  software.  With 
very  little  effort,  LINC  can  quick- 
ly adapt  that  software  to  fit 
the  needs  (or  idiosyncracies)  of 
just  about  any  business. 

And  LINC  is  just  one  ex- 
ample of  Burroughs'  company- 
wide  commitment  to  making 
our  systems  and  our  customers 
the  most  productive  around. 

So  why  let  a  case  of  termi- 
nal backlog  slow  down  your 
business,  when  you  could  get 
back  up  to  speed  with  Burroughs. 


Burroughs 


Science  &  Technology 


Edited  by  Gail  Bronson 


Fear  of  Japanese  competition  has  triggered 
a  renewed  interest  in  corporate  research  in 
the  U.S.  Good.  But  will  it  yield  products? 


Reveille  for  R&D 


By  Geoffrey  N.  Smith 


Research 


Merwyn  Van- 
derLind  shakes 
his  head  sadly. 
As  director  of  electronic  and  defense 
systems  at  Battelle  Memorial  Insti- 
tute in  Columbus,  Ohio,  VanderLind 
complains  that  Battelle's  U.S.  corpo- 
rate clients  don't  seem  to  have  the 
long-term  commitment  to  research 
that  its  Japanese  corporate  clients  do. 
"We  have  a  contract  with  Nippon 
Telephone  &  Telegraph  to  help  devel- 
op optical  computing  technology  15 
years  from  now,"  says  he.  "By  con- 
trast, we're  working  for  an  American 
optics  firm  that  wants  a  new  lens- 
inspecting  machine  by  next  year.  If 
American  companies  can't  get  a  prod- 
uct to  market  in  one  or  two  years, 
they  just  don't  want  to  talk  to  you." 

Only  now,  suddenly,  U.S.  compa- 
nies are  talking.  U.S.  managements' 
suddenly  renewed  interest  in  R&D  is 
one  of  the  most  encouraging  develop- 
ments on  the  current  business  scene. 

At  General  Electric,  Chairman  Jack 
Welch  has  sharply  cut  back  R&D 
done  on  slow-growing  older  product 
lines  like  turbines,  electrical  engines 
and  major  appliances.  Instead,  GE  is 
boosting  research  in  such  areas  as  fac- 
tory automation,  medical  equipment, 
plastics  and  aerospace  as  part  of  the 
company's  $2.6  billion  R&D  budget 
this  year.  One  example  of  work  in 
progress:  a  magnetic  device  that  will 
allow  doctors  to  analyze  internal  or- 
gans using  noninvasive  techniques. 

Or  take  Eastman  Kodak,  which  like 
GE  is  under  heavy  pressure  from  for- 


eign competitors  such  as  Fuji,  the  big 
Japanese  film  manufacturer.  Last  year 
Kodak  spent  $976  million  (over  9%  of 
sales)  on  research  and  development, 
and  in  1984  it  set  up  a  corporate-level 
venture  board  to  help  get  new  prod- 
ucts and  businesses  derived  from  the 
research  into  the  market  faster.  Typi- 
cal of  work  to  date:  a  new  lithium- 
based  battery,  and  a  machine  vision 
system  that  spots  problems  in  produc- 
tion lines. 

Both  companies  typify  the  R&D 
spending  surge  that  is  sweeping 
through  business.  The  dollars  are  long 
overdue.  For  at  least  15  years  now, 
both  West  Germany  and  Japan  have 
spent  far  more  than  the  U.S.  on  non- 
defense  research  as  a  percentage  of 
GNP  (see  chart). 

Yet,  in  spite  of  an  uneven  economy 
and  sagging  profits,  spending  by  U.S. 
firms  on  corporate  R&D  last  year  ac- 
counted for  nearly  50%  of  all  research 
spending  in  the  U.S.,  up  9.3%  over  the 
1984  level.  That  continues  a  decade- 
long  climb  that  has  lifted  corporate 
R&D  25%  since  the  start  of  the  1980s, 
when  tax  credit  incentives  enacted  by 
Congress  unleashed  corporate  R&D 
spending. 

Investment  got  a  further  boost  from 
the  enactment  of  the  National  Coop- 
erative Research  Act  of  1984,  which 
encourages  technological  joint  ven- 
tures designed  to  build  knowhow  rap- 
idly. West  Germany's  Siemens  A.G., 
the  telecommunications  giant,  re- 
cently linked  up  with  GE  and  Japan's 
Toshiba  to  develop  integrated  circuits 
for  specific  applications.  Similarly, 
the  U.S.  Commerce  Department  is 


Estimated  non-defense 
R&D  expenditures  as  peicei 
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now  involved  in  preliminary  v 
with  Battelle  to  help  develop  h 
speed  commercial  jets. 

This  renewed  interest  in  R&Efl 
most  guarantees  a  flood  of  new  p 
ucts  from  U.S.  companies  in  the  y| 
ahead.  Other  big  R&D  spenders 
elude  General  Motors,  IBM,  Du  I 
and  ITT.  GM,  which  committed 
billion  to  research  last  year,  is  u 
magnetics  in  car  motors  to  rr 
them  smaller  and  more  powerful. 


1 


The  global  R&D  race 


past  15  years  West  Germany  and  Japan  have  ly  more  research  in-house  than  through  government 
the  list  of  global  big  spenders  in  non-defense  R&D.  channels.  The  foreigners  have  scared  U.S.  firms  into 
in  part,  because  their  companies  finance  relative     action.  But  will  U.S.  research  yield  the  best  products? 


R&D  financed  by  industry  as  percent  of  national  R&D  expenditures 
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Sources:  National  Science  Foundation,  Organization  for  Economic  Cooperation  and  Development,  national  country  data. 


Such  new  products  will  be  made 
assible  not  only  by  the  efforts  of 
&D  scientists  in  company  labs  but 
so  as  a  result  of  sheer  economics.  As 
iterest  rates  decline,  capital  mvest- 
lent  costs  also  shrink,  lowering  the 
nancial  burden  of  bringing  new 
roducts  to  market.  Meanwhile,  vari- 
es mechanical  barriers  to  entry  are 
so  dropping  rapidly.  Computer  aid- 
1  design  and  manufacture  systems 
gnificantly  reduce  the  time  it  takes 


to  go  from  design  to  prototype.  Flexi- 
ble manufacturing  systems  dramati- 
cally lower  the  delay  and  expense  of 
resetting  production  lines  for  new 
products. 

All  in  all,  the  outlook  is  arguably 
brighter  for  new  products  than  it's 
been  at  any  time  since  perhaps  the 
late  1950s,  when  the  Sputnik  scare 
unleashed  the  R&D  surge  that  led 
eventually  to  "space  age  technology" 
in  products  like  hand-held  calculators 


and  desktop  computers. 

Sums  up  Anthony  J.  Dennis,  head  of 
biotechnology  research  at  General 
Electric,  "Because  American  industry 
has  long  ignored  its  scientific  re- 
sources, a  lot  of  very  interesting  new 
things  will  come  out  when  frightened 
management  realizes  that  the  tech- 
nology is  there.  The  country  should 
become  substantially  more  competi- 
tive commercially." 


NETWORKING 


Science  & 
Technology 


Weather 


At  the  Harvard  Business 
School  they  teach  a  case 
about  an  early  computer 
printer  that  was  an  engi- 
neering marvel  but  a 
bomb  in  the  marketplace. 
Too  bad  Nagaichi  Suga 
never  took  that  course. 

Cold 
shoulder 


By  Marc  Beauchamp 

It's  mid-August 
in  Tokyo.  And 
in  downtown 
Shinjuku,  it's  90  degrees  in  the  shade 
and  the  humidity  is  nearly  unbear- 
able. Yet  a  few  blocks  away,  down  a 
narrow  side  street  and  inside  the 
headquarters  of  Suga  Test  Instru- 
ments Co.,  Ltd.,  the  temperature  is  4 
degrees  below  zero,  Fahr- 
enheit, and  what  is  more, 
it  is  snowing. 

It  is  snowing  because 
privately  held  Suga  (1986 
sales,  $32  million),  Japan's 
leading  maker  of  environ- 
mental testing  equip- 
ment, has  just  spent  five 
years  and  more  than  $4 
million  to  design  and 
build  the  world's  first 
commercial  snow  ma- 
chine able  to  make  differ- 
ent kinds  of  falling  snow 
in  a  laboratory  environ- 
ment. Snowflakes  had 
been  created  in  the  lab  be- 
fore, admits  President  Na- 
gaichi Suga,  72,  whose  fa- 
ther founded  the  company 
in  1920,  but  never  the 
whole  process  that  leads 
to  snow  in  nature.  In  fact, 
Suga  goes  on,  not  even 
snowmaking  machines  on 
ski  slopes  produce  genu- 
ine snow,  but  merely  ice 
crystals. 

Suga  wanted  a  device  to 
produce  the  real  McCoy 
in  order  to  offer  it  to  com- 


panies like  Toyota,  Mazda  and  Tokyo 
Electric  Power.  Suga  reasoned  that 
the  firms  needed  to  test  such  items  as 
windshield  wiper  blades,  radiators, 
power  cables  and  transmission  towers 
in  actual,  wintertime  conditions — so 
why  not  give  the  companies  all  the 
snow  they  needed,  right  in  the  lab,  at 
any  time  of  year? 

To  create  the  in-house  snow,  Suga's 
engineers  built  a  39-foot-high  stain- 
less steel  cylinder  that  rises  right  up 
through  the  building,  from  the  second 
floor  to  the  fifth.  Using  a  microcom- 
puter to  maintain  temperature,  hu- 
midity and  airflow  conditions  equal 
to  9,800  feet  above  sea  level,  the  engi- 
neers are  able  to  manipulate  those 
conditions  in  ways  that  generate  actu- 
al falling  snowflakes  inside  the  20- 
inch-diameter  cylinder.  Suga  boasts 
that  his  machine  can  reproduce  27  of 
the  480  recognized  types  of  snow  crys- 
tals, and  what  is  more,  produce  about 
1  foot  of  the  stuff  every  24  hours. 

Nifty  machine  perhaps,  but  at  a 
price  of  $1.3  million  per  unit,  who 
would  want  to  buy  it?  So  far,  no  one. 
Just  as  was  taught  in  the  Harvard 
Business  School  case  study  involving 
the  computer  printer,  Suga  appears  to 
have  become  so  enamored  of  the  tech- 
nological elegance  of  its  product  that 
it  forgot  to  consider  whether  market 
demand  actually  existed.  In  short,  just 
because  you  can  build  something 
wonderful  doesn't  necessarily  mean 
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that  someone's  going  to  buy  it.  ft 
"Maybe  I'm  dense,"  says  RaynB 
Mctzinger,  vice  president  of  sales 
Chicago's  Atlas  Electric  Devices  C 
the  leading  U.S.  maker  of  envin 
mental  test  equipment,  "but  I  do 
know  who'd  be  interested  in  it.  1 
problem  isn't  snow,  it's  moist 
once  the  snow  melts.  Until  snow 
comes  water — and  water  with 
taminants — snow's  not  going  to 
anything." 

Adds  Howard  Freers,  Ford  Mt 
Co.'s  chief  engineer  of  test  operatic 
and  engineering  services,  "I  can't 
the  life  of  me  figure  out  a  need  fo 
machine  like  that.  What  comp 
mises  wiper  blades  is  heat  and  co 
not  snow."  At  its  Michigan  provi 
ground  Ford  has  invested  a  few  the 
sand  dollars  in  a  makeshift  snow  n 
chine  based  on  a  commercial  snt 
gun  like  that  used  on  ski  slopes, 
simulate  the  effect  of  snowy  road  cc 
ditions  on  engines,  the  machi 
blows  swirls  of  artificial  snow  in 
the  grillwork  of  a  car. 

Catalog  merchant  L.L.  Bean,  bas 
in  wintry  Freeport,  Me.,  is  simila: 
perplexed.  How  does  that  firm  test 
clothing  and  outdoor  gear?  Sa 
spokesman  Kilton  Andrew,  "We  tai 
our  stuff  out  and  use  it  in  the  fiek 
Natick,  Mass. -based  Multi-Te; 
Corp.  tests  some  L.L.  Bean  apparel, 
well  as  that  of  London  Fog,  Japar 
Descente  and  the  U.S.  military,  op 
m  Frames  Miaux  life-size  articulated  ccj 
per  man  in  a  climai 
chamber.  Ralph  Gol 
man,  Multi-Tech's  chi 
scientist,  who  work 
with  a  less  sophisticat 
snowmaking  chamber 
the  U.S.  Army's  Natn 
laboratory,  says  of  Suga 
machine:  "High  tech  hi 
finally  caught  up  wi 
snowmaking,  but  wl 
needs  it?"  Declares  Muli 
Tech's  President  an 
Chairman  Francis  Qui 
ley:  "We  have  no  need  f 
a  snow  machine  in  oi 
kind  of  work." 

Nor,  it  seems,  do  publ 
utilities.  Says  Commoi 
wealth  Edison's  Richai 
Hennigan,  director  of  0] 
erational  analysis,  "Whe 
we  want  to  test  powe 
lines,  we  just  string  thei 
up  outside  in  the  winte 
We  get  so  much  snow  i 
the  Midwest,  we  don 
have  to  create  it." 

Anyone  for  a  $1.3  mij 
lion  white  elephant? 


^mm  mm 

is  8  s 
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Science  & 
Technology 


Georgia  farmer  James  Trapnell 
Surviving  the  century's  worst  drought. 


Sometimes  solutions  to 
problems  are  so  obvious 
that  few  people  see  them. 
Like  how  to  deal  with  a 
drought. 

The 
rainmakers 


By  Susan  Gilbert 


Agriculture 


From  the  mo- 
ment that  Is- 
raeli farmers 
began  installing  drip  irrigation  sys- 
tems in  the  Negev  desert  in  1963,  the 
value  of  the  technology  for  arid  cli- 
mates has  been  obvious.  So  why  have 
no  more  than  1  %  of  the  farms  in  the 
American  Southeast,  parched  by  the 
worst  drought  in  a  century,  invested 
the  $500  to  $1,500  per  acre  needed  to 
install  such  systems  here  in  the  U.S.? 
Fear  of  the  unknown,  explains  Dale 
Threadgill,  head  of  the  department  of 
agricultural  engineering  at  the  Uni- 
versity of  Georgia.  Says  he,  "Some 
farmers  have  irrigation  equipment 
that  they  don't  even  use,  because  they 
think  rain  is  better." 

In  fact,  a  look  at  the  region  as  the 
fall  harvest  begins  shows  just  how  big 
a  mistake  reluctant  farmers  are  mak- 
ing. From  Maryland  to  Alabama,  crop 
yields  will  be  down  by  as  much  as 
70%  in  some  areas,  but  not  for  the 
estimated  2,000  growers  using  drip 
technology  in  their  fields.  Says  Geor- 
gia pecan  grower  James  Trapnell,  who 
has  installed  a  drip  irrigation  system 
on  half  of  his  230  acres  in  the  last  four 
years,  "I  hope  to  make  $2,500  per  acre 
on  my  irrigated  pecans."  That  com- 
pares with  just  $800  per  acre  on  unir- 
rigated  ones.  For  Trapnell,  the  result 
will  be  a  break-even  year,  versus  ruin- 
ous losses  without  the  system. 

Drip  irrigation  systems  use  perfo- 
rated plastic  pipes  that  are  placed 
along  crop  rows.  The  systems  meter 
out  precious  water  to  plants  a  drop  at 
a  time,  letting  the  water  drip  directly 
into  the  ground  at  the  base  of  each 
plant.  The  technique  not  only  is  at 
least  25%  more  efficient  than  spray- 
n   water  across  fields  from  sprinklers 


but  also  cuts  down  on  soil  erosion  at 
the  same  time. 

A  newer  and  even  lower-cost  irriga- 
tion technology — so-called  Low  Ener- 
gy Precision  Application  (LEPA)  sys- 
tems— has  lately  come  onto  the  mar- 
ket. Instead  of  spraying  water  into  the 
air  like  conventional  sprinklers, 
LEPA  systems  channel  it  into  furrows 
between  the  plants.  Dikes  in  the  fur- 
rows keep  the  water  from  running  off 
the  field.  An  ordinary  sprinkler  can  be 


converted  to  a  LEPA  system  for  ju 
$30  to  $80  per  acre. 

There  is  no  question  that  farme 
who  install  irrigation  systems  such  j 
these  reap  benefits  no  matter  ho 
high  the  initial  cost.  Yet  many  farr 
ers  resist  the  investment  anyway,  a 
guing  that  agricultural  prices  are  j 
low  that  they  can't  afford  to  inst£ 
the  systems.  In  reality,  they  can't  a 
ford  not  to. 


A  LEPA  irrigation  system 


Conventional  sprinklers  waste  water  and  erode  soil,  but  here  water  is 
channeled  directly  to  furrows  between  crops  through  a  series  of 
overhead  tubes.  The  support  mechanism  is  motor-driven  in  a  straight 
line.  Dikes  in  the  soil  prevent  runoff. 
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The  Indians  who  played  lacrosse  would  be 
puzzled  at  the  intensity  of  today's  down- 
town, upscale  players. 

The  lacrosse 
connection 


By  Marian  L.  Salzman 

F|  EW  GAMES  COULD 
motivate  a  man  to 
commute  from  Paris 
to  London  each  weekend. 
Or  to  let  pass  an  impor- 
tant reassignment  to  To- 
kyo. Or  to  dictate  whom 
one  associates  with  and 
where  one  lives.  But  for 
love  of  lacrosse,  Howard 
(Cookie)  Krongard,  gener- 
al counsel  of  Deloitte 
Haskins  &  Sells,  routinely 
left  the  City  of  Light  on 
weekends  for  dreary  Lon- 
don playing  fields,  where 
"lax"  is  played.  Krongard, 
now  46,  counts  as  his 
proudest  distinction  the 
fact  that  he  is  probably 
the  only  All-America  and 
All-England  player  in  the 
gritty  sport. 

Another  lacrosse  fanat- 
ic, who  pleaded  for  ano- 
nymity lest  his  firm  dis- 
cover his  real  priorities, 
admits  that  he  turned 
down  a  Tokyo  assignment 
last  fall  because  it  meant 
that  he'd  have  to  quit.  "I 
have  too  few  years  left  to 
play  the  sport,  and  there's 
still  plenty  of  time  to  ac- 
cept an  international  as- 
signment," he  explains. 

"Lacrosse  is  my  raison 
d'  etre  each  spring,"  ech- 
oes Charles  P.  Meister,  a 


Bill  Meckel,  president  ofSeligman  Securities 
A  mentor for  Brown  lax  players. 


bond  broker  at  MKI  Securities.  M{ 
ter,  who  was  named  to  an  All- 
team  three  times  during  his  Bro 
lacrosse  career,  is  now  a  commitl 
member  of  a  Greenwich,  Conn,  cl 
"Lacrosse  is  one  of  the  most  imp 
tant  aspects  of  my  life,"  he  says 

Stand  in  the  company  of  lax  playe 
and  you  will  think  die-hard  jogg 
talking  splits  and  carbo  loading 
stimulating  company.  Stand  in  t 
way  of  fans  en  route  to  a  match  a 
you  risk  permanent  injury. 

Last  spring  more  than  10,000  sp 
tators  flocked  to  Johns  Hopkins  U 
versity,  not  to  discuss  medical  pape 
but  to  watch  their  championship 
team  take  on  rival  Maryland.  T 
homecoming  game  drew  Hopki 
grads  back  to  Baltimore  from  as  far 
Europe. 

Lax  is  not  every  man's  game, 
course.  Players  and  fans  tend  to  coi 
from  upper-crust  East  Coast  famil: 
and  opt  for  careers  in  finance.  Ma 
top  college-level  players  would) 
dream  of  accepting  first  jobs  an 
where  else  but  Baltimo 
Boston,  Washington,  D 
or,  especially,  New  Yo^ 
where  the  best  cl 
leagues  are  found.  Tj 
typical  club  team  is  de 
in  investment  analys 
traders,  brokers  and  ler 
ing  officers. 

"Lacrosse  is  the  coi 
mon  thread  among  sor 
people,"  explains  Dons 
MacLeod,  who  captain 
the  lacrosse  team  at 
Wharton  School  and  nc 
does  international  arl 
trage  at  Morgan  Stanle 
"That  is  partly  becau 
the  game  is  played  at  t 
most  competitive  schoc 
and  mainly  in  New  E 
gland.  Players  have  a  1 
in  common  and  can  be 
bit  cliquey  about 
whole  thing  becau 
they're  serious  about  tl 
sport  and  often  play  ye 
round.  After  college  gra 
uation,  people  head  to  b 
cities  and  use  the  sport 
their  means  of  gaining 
introduction  to  the  bu 
ness  world." 

Mentors  for  lax  playe 
abound.  One  is 
Meckel,  president  of  Se 
igman  Securities  and 
self-appointed  care 
counselor  for  Brown  Uri 
versity  lacrosse  playei 
Angelo  LoBosco,  a  rece: 
Brown  graduate  and  fd 


tl 


ier  All-America,  is  now  an  invest- 
ment analyst  for  Dean  Witter.  "Many 
us  have  been  to  see  Bill  for  career 
mnseling,"  he  says.  "We  have  a 
jmmon  experience  in  life;  there's  in- 
lant  rapport.  Especially  for  guys  who 
le  from  more  modest  backgrounds, 
pping  into  the  lacrosse  network  can 
lake  all  the  difference  in  the  world 
ISr  them." 

1  For  the  four  Meister  brothers,  lax 
us  made  a  difference  indeed.  "We 

ew  up  in  Deer  Park,  N.Y.,  a  work- 
ig-class  town,"  says  the  youngest 
leister,  Charles,  the  bond  broker  and 
irmer  All-America.  "Lacrosse  was  an 
oportunity  to  be  exposed  to  all  kinds 
|  people,  to  form  friendships  with 
iople  from  different  backgrounds." 

Charles'  three  brothers,  lax  players 
1,  include  Richard,  now  a  vice  presi- 
mt  at  Goldman,  Sachs;  Steven,  an 
item  at  Columbia-Presbyterian 
ledical  Center  in  New  York  City; 
id  John,  who  recently  completed  his 
:cond  year  at  Harvard  Business 
:hool. 

Barbara-Jan  Wilson,  director  of  ca- 
:er  development  at  Wesleyan  Uni- 
;rsity,  assesses  the  lacrosse  connec- 
on:  "When  someone  played  or  plays 
.crosse,  he  is  able  to  appreciate  the 
aalities  and  skills  that  predict  suc- 
jss.  He  looks  at  the  player  and  the 
layer's  position  and  has  insight  into 
ow  the  player  fits  into  the  business 
ivironment." 

'  "At  the  risk  of  sounding  corny,  I 
link  that  lacrosse  is  a  microcosm  of 
fe,"  says  Bill  Meckel,  who  played 
liddle-field.  He  finds  that  players  do 
usiness  in  the  same  manner  as  they 
lay  the  game. 

"Attackmen  are  fast,  wily  competi- 
irs,"  says  Meckel.  "They're  re- 
lurceful  and  deceptive.  They're 
trick  decision  makers.  Middle-field- 
rs  are  reliable  and  steady.  They  are 
ersatile  and  can  flip  from  defense  to 
ffense.  Speed  can  make  up  for  a  lack 
f  size,  and  quickness  can  make  up  for 

lack  of  speed.  Defensemen  have  to 

2  tough  and  have  to  be  able  to  with- 
:and  pressure.  They  must  be  quick 
:udies.  Goalies  are  always  leaders, 
id  they  have  great  influence  on 
^animates." 

Right  or  wrong,  lax  players  can  be 
licker  than  the  spring  mud  they  of- 
m  play  in.  George  Armiger,  a  Balti- 
lore  native  who  was  an  All-America 
;veral  times  in  the  1960s  and  who 
ins  Chronos  Corp.,  concludes, 
Even  ten  years  after  I  gave  up  club 
icrosse,  some  of  my  best  friends  are 
iy  former  teammates.  And  I  feel 
lore  comfortable  doing  deals  with 
uys  I  met  through  the  game.  There's 
lat  bond.  .  .  ." 


Former  All-America  Angelo  LoBosco  (center)  in  club  match 
Off  the  field,  an  analyst  with  Dean  Witter. 


Altar  bound?  Don't  sneer  at  prenuptial  agreements. 
New  'equitable  distribution"  laws  can  wreck  businesses 
and  careers  if  marriage  fails. 


Planning  for 
the  worst 


By  Mary  Kuntz 


W.  e'll  call  him  Sam,  and  his  sad 
saga  is  increasingly  common  as 
divorce  laws  change.  Sam,  who  was 
himself  happily  married,  saw  his  busi- 
ness go  down  the  tubes  after  his  part- 
ner— we'll  call  him  Al — divorced.  A 
Pennsylvania  judge  ruled  that  Al's 
wife  was  entitled  to  one-third  of  Al's 
interest  in  the  warehouse  business  he 
co-owned  with  Sam. 

The  business  had  had  its  ups  and 
downs,  but  it  had  provided  a  decent 
living  for  them  both.  But  it  all  ended 
after  Al's  ex-wife  sent  in  a  battalion  of 
valuation  experts,  real  estate  experts, 
accountants  and  lawyers  who  leafed 
through  records,  called  creditors  and 
inventoried  equipment.  The  disrup- 
tions hurt  business  and  fueled  ru- 
mors. Sam  hesitated  about  investing 
more  funds.  Key  employees,  skittish 
about  the  future,  began  leaving.  Cred- 
itors became  more  tightfisted.  Final- 
ly, the  partners  had  to  liquidate.  Yet, 
in  the  end,  the  ex-wife  got  little — the 
value  of  the  business  had  dropped  as 
business  fell  off — and  Sam  and  Al 
were  out  of  work.  From  a  co-owner 


earning  $125,000  a  year,  Al  became  a 
$40,000-a-year  warehouse  manager. 
Sam  has  done  only  a  bit  better. 

"What  could  have  saved  them," 
says  Gary  Skoloff,  a  New  Jersey  di- 
vorce attorney,  "is  a  prenuptial  agree- 
ment. They  could  have  insulated  the 
business  assets  from  divorce." 

Haggling  over  everything  from  visi- 
tation rights  to  pets  and  personal 
property  in  a  messy  divorce  is  bad 
enough.  But  nowadays  the  survival  of 
your  closely  held  corporation,  your 
share  in  a  partnership  or  even  future 
earnings  from  a  professional  license 
can  be  affected. 

This  is  now  true  even  for  couples 
who  don't  live  in  one  of  the  eight 
states  (along  with  Puerto  Rico)  that 
recognize  the  concept  of  community 
property.  Forty-one  other  states,  with- 
out too  much  fanfare,  now  recognize 
"equitable  distribution." 

Small  wonder,  then,  that  many  at- 
torneys are  advising  professionals  to 
urge  their  intended  spouses — and  the 
spouses  of  their  business  partners — to 
sign  prenuptial  agreements. 

In  a  prenuptial  agreement  each  par- 
ty waives  some  or  all  rights  to  the 


You  may  not  think  of  Jeep  when 
you  hear  the  words  "luxury 
cars!'  But  if  you  want  every- 
thing those  words  imply,  virtu- 
ally anywhere  you  might  want 
to  go,  you'll  want  to  become 
familiar  with  Wagoneer  Limited 
and  Jeep  Grand  Wagoneer. 

Each  of  these  vehicles  is  a 
true  luxury  car,  in  every  sense 
of  the  word.  But  each  one's 


llso  a  Jeep.  A  hill-climbing, 


stump-pulling,  bear-down  and 
get-it-done  Jeep.  That  means 
t  hese  versatile  vehicles  are 
going  to  get  you  places,  and 
do  things  other  luxury  cars 
wouldn't  even  attempt. 

While  both  Grand  Wagoneer 
and  Wagoneer  Limited  share  a 
Jeep  heritage  and  a  feeling  of 
lavish  comfort,  each  has  its 
own  personality.  To  be  specific: 


GRAND  WAGONEER 


Enter  Grand  Wagoneer  through 


any  of  its  four  doors  am 
find  plush  surrounding 
to  six  adults.  Genuine 
upholstery,  air  conditio 
premium  sound  system 
power  everything. . .  alll 
Also  standard  is  a  pow< 
5.9L  V8,  anda4-whee 
system  that's  as  easy  ai 
of  a  switch.  All  this,  in 
that  can  tow  up  to  an  i 
sive  5,000  pounds. 


i 


VEER  LIMITED 

:  its  slightly  smaller  size 
.  The  4-door  Wagoneer 
still  has  more  room 
■  other  domestic  4- 
rive  vehicle  in  its  class 
gh  for  five  adults  and 
f  cargo.  Go  with  the 
ional  173-horsepower 
Power-Tech  Six  engine, 
11  see  that  Wagoneer 
beats  its  competition  at 
er  game  too.  To  take 


advantage  of  all  that  power, 
every  Wagoneer  comes 
standard  with  an  all-new 
4-speed  automatic  overdrive 
transmission. 

If  your  travels  take  you 
places  that  are  well  off  the 
beaten  path,  get  to  know  these 
truly  unique  vehicles.  Because 
whether  you're  taking  a  trip  to 
the  mountains  or  a  trip  to  the 
market,  they'll  not  only  get  you 
there,  thev'll  do  it  with  style. 


joneer 


other's  property.  The  law  says  that 
married  couples  own  two  kinds  of 
property:  marital,  which  includes 
what  they  acquire  in  the  course  of  the 
marriage,  and  separate,  which  in- 
cludes inheritances,  gifts  and  whatev- 
er each  had  before  the  wedding.  Only 
marital  property  gets  divvied  up  in  a 
divorce;  separate  property  doesn't. 
But  the  distinction  can  blur  over  time 
if  the  separate  property  is  "commin- 
gled" with  the  marital.  And  that  is 
often  the  case. 

"If  the  husband  has  100%  owner- 
ship in  a  business  when  he  gets  mar- 
ried, that's  his  separate  property.  But 
the  law  provides  that  the  appreciation 
or  increase  in  value  of  separate  proper- 
ty that  occurs  over  the  course  of  a 
marriage  becomes  marital  property  to 
the  extent  that  the  nontitled  spouse 
may  have  contributed,"  says  Arthur 
Olick,  a  partner  at  Anderson  Russell 
Kill  &  Olick. 

By  having  a  spouse  waive  claims  to 
that  business  before  marriage,  the 
question  need  never  arise.  But  only  if 
the  agreement  is  drafted  with  care. 

Greydon  Wesley  Nedblake  and  his 
wife  signed  an  agreement  that  said, 
although  marital  property  would  be 
divided  equally,  his  "substantial  own- 
ership" in  the  family  business  was 
separate.  While  they  were  married  he 
bought  another  41%  of  the  company 
from  his  parents.  During  divorce  pro- 
ceedings his  wife  claimed  half  of  that 
41%  should  be  hers.  The  court  even- 
tually sided  with  Mr.  Nedblake,  but 
more  precise  wording  in  the  original 
agreement  could  probably  have  saved 
him  some  expensive  litigation. 

Of  course,  just  broaching  the  sub- 
ject of  a  prenuptial  agreement  can 
chill  even  the  hottest  romance.  "I've 
never  yet  heard  of  a  nice  way  to  bring 
it  up,"  says  Herman  H.  Tarnow,  a 
divorce  lawyer  in  New  York.  There 
can't  be  an  attorney  alive  handling 
prenuptials  who  hasn't  seen  relation- 
ships fall  apart  during  negotiations. 
Raoul  Felder,  head  of  a  matrimonial 
law  firm  in  New  York,  will  write  a 
letter  for  clients,  on  request,  stating 
that  he  thinks  the  couple  should  con- 
sider such  an  agreement.  He  makes  it 
sound  like  his  idea,  not  the  client's. 

Once  the  spouse-to-be  agrees  to 
consider  a  prenuptial  agreement,  in- 
sist that  he  or  she  see  an  attorney. 
Don't  let  your  prospective  spouse  sign 
it  without  advisement;  without  prop- 
er counsel  a  divorce  judge  could  in- 
validate the  agreement. 

If  there  are  substantial  assets  in- 
volved, your  attorney  may  take  fur- 
ther precautions.  "In  some  cases  we 
have  court  porters  come  in  to  take 
down  the  agu  ,  ment  '•nd  the  discus- 


sion about  it:  Does  she  or  he  under- 
stand it?  Is  he  or  she  doing  it  of  free 
will?  And  so  forth,"  says  Felder.  "In 
some  cases  we  even  videotape  the 
signing  so  it  will  be  unassailable." 
Such  elaborate  procedures  aren't 
cheap,  of  course.  A  prenuptial  agree- 
ment could  cost  as  little  as  $200  and 
as  much  as  $15,000. 

Before  the  signing,  though,  your 
lawyer  will  ask  for  a  schedule  of  all 
your  assets  and  a  net  worth  statement 
to  attach  to  the  agreement.  Since 
you're  asking  your  spouse  to  waive 
rights  to  your  property,  it's  crucial 
that  he  or  she  know  just  what  those 
rights  include. 

Just  ask  financier  Victor  Posner.  Be- 
fore marrying  his  wife  Sari  in  1960,  he 
had  her  sign  an  agreement  that  called 




for  her  to  receive  $600  a  month  in 
alimony  if  they  ever  divorced.  In 
1970,  after  years  of  litigation,  the 
court  upheld  the  agreement,  although 
noting  it  was  somewhat  one-sided, 
since  he  was  a  millionaire  and  she  had 
virtually  no  assets.  Unfortunately  for 
Posner,  however,  the  agreement  was 
thrown  out  in  1972  because  it  turned 
out  that  Posner,  who  in  1960  had  put 
his  net  worth  at  $1.6  million,  had 
forgotten  to  mention  an  $8.4  million 
dollar  trust.  When  the  agreement  was 
overturned,  Sari  got  an  extra  $2,400 
per  month,  including  about  $90,000 
in  back  payments. 

Statute  says  that  the  agreement  has 
to  be  "fair  when  made  and  not  uncon- 
scionable at  the  time  of  the  divorce." 
Some  attorneys  insist  that  the  intend- 
ed sign  at  least  a  month  before  the 
ceremony  to  avoid  later  claims  of  hav- 
ing been  pressured  into  the  agree- 
ment. When  John  DeLorean  divorced 
last  year,  Christina  contended  the 
prenuptial  agreement  she  had  signed 
hours  before  her  wedding  was  invalid, 


but  the  court  disagreed.  So  DeLo 
kept  the  344-acre,  $3.5  million  1 
Jersey  estate,  the  $5  million  Fifth 
cnue  apartment  and  the  proceed 
his  book,  estimated  at  about  $70Q 
last  year. 

But  other  courts  have  ruled  ol 
wise.  The  agreement  Muriel  and 
mond  Lutgert  signed  in  1965,  foi 
ample,  was  tossed  out  in  part  bee 
Mrs.  Lutgert  first  saw  it  when 
Lutgert  pulled  it  out  of  his  pocki 
the  couple  picked  up  their  rings 
afternoon  before  the  wedding. 

It's  probably  best  to  leave  the  ac 
negotiations  to  your  respective  a 
neys  once  you've  both  told  them  \ 
you  want  out  of  the  agreement, 
supposed  to  define  what  the  econ 
ic  consequences  are  in  the  event 
divorce  or  separation,"  says 
Perles  of  Phillips,  Nizer,  Benjai 
Krim  &  Ballon.  "It  requires  great 
turity  on  the  part  of  the  people 
volved  and  some  delicacy  on  the 
of  the  lawyers." 

"The  fact  is,  you're  not  negotia 
a  marriage,  you're  negotiating  i 
vorce,"  says  Felder  flatly.  The  pre: 
tial  agreement  can  define  exi 
what  will  constitute  separate 
marital  property  if  you  divorce. 

It  can  describe  who  is  entitle 
any  appreciation  in  separate  prop 
over  the  course  of  a  marriage  an 
what  portion.  (Your  spouse  may  « 
have  a  perpetual  right  to  part  of ; 
earnings  from  a  professional  lice 
such  as  an  M.D.  earned  during 
marriage.) 

Ideally,  an  agreement  will  help 
avoid  long  and  expensive  litigatic 
your  marriage  breaks  up.  But  it 
cover  other  issues  as  well,  such  a' 
religious  upbringing  and  custod 
children,  contributions  to  joint 
counts  during  marriage,  whose  ca 
will  take  precedence,  and  just  al 
anything  else  you  care  to  include 

Jacalyn  Barnett,  head  of  matri 
nial  law  at  Shea  &  Gould,  has  nej 
ated  agreements  that  specify  ev 
thing  from  division  of  closet  spac 
penalty  payments  for  a  wife  if 
puts  on  too  much  weight  during 
marriage.  Are  such  agreem 
•grounds  for  divorce?  No,  but  Bar 
contends  they  make  the  man 
more  civilized  by  spelling  out  al 
of  time  what  each  marriage  par 
expects. 

'"Til  death  do  us  part"  is  a  | 
sentiment,  but  if  you  have  any  lin 
ing  fear  that  something  could  inti 
sooner,  a  prenuptial  agreement 
put  both  of  you  at  ease — that  i 
your  intended  doesn't  call  off  the  i 
ding  first. 


Pan  Am  To 
South  America. 

More  747s 
To  More  Qties. 


Pan  Am  To  South  America, 
bu  Cant  Beat  The  Experience: 

hedules  subject  to  change  without  notice.  A*Advantage'  is  a  registered 
rvice  mark  of  American  Airlines,  Inc. 


Pan  Am  gives  you  more  747  service  than  any 
other  airline.  We  have  nonstop  747s  from  New 
York  and  Miami  to  Buenos  Aires  and  Rio  de 
Janeiro.  Plus  the  only  747  nonstop  from  Los 
Angeles  to  Santiago.  We  also  offer  convenient 
747  service  to  Montevideo  and  Sao  Paulo. 

New  Service  To  Mexico  City, 
San  Salvador  And  San  Jose. 

Starting  October  1,  we're  adding  a  new  daily 
nonstop  from  New  York  to  Mexico  City. 

And  starting  November  1,  Pan  Am  adds  even 
more  service.  New  service  from  San  Francisco 
and  Los  Angeles  to  San  Salvador  daily  and  San 
Jose,  Costa  Rica,  5  times  a  week. 

There's  more.  From  New  York  you  can  fly  to 
Miami  and  connect  with  our  daily  nonstop  to 
Panama  City.  For  reservations  or  information,  call 
your  Travel  Agent,  Corporate  Travel  Department 
or  Pan  Am  at  1-800-221-1111. 

Pan  Am  WoridPassTeams  Up 
With  American  Airlines 
A*Advantage®Program. 

If  you're  an  AAdvantage  member  you  can 
earn  credit  for  every  mile  you  fly  on  Pan  Am, 
simply  by  presenting  your  AAdvantage  number 
at  check-in.  In  addition,  you'll  get  a  25%  mileage 
bonus  in  Clipper®  Class,  and  a  50%  bonus  in  First 
Class.  Whichever  program  you're  a  member  of, 
you  can  redeem  accumulated  1986  credits  on 
either  Pan  Am  or  American. 


Careers 


Televisions  golden  age  is  over,  you  say,  so 
its  no  place  to  make  a  career,  right? 
Wrong.  The  fun  may  just  be  getting  started. 

The  other  side 
of  the  tube 


By  Stuart  Flack 


In  1953  Jack  Blessington  started 
divinity  school,  certain  he  wanted 
to  be  a  priest.  Today  he  is  a  vice 
president  at  CBS.  In  between  he  took 
a  degree  in  philosophy,  did  a  stint  in 
the  page  program  at  NBC  and  served 
as  a  headmaster  and  teacher  for  a  pri- 
vate school  in  Connecticut.  A  strange 
way  to  make  it  in  televi- 
sion? Hang  on. 

Roger  Berger,  31,  quit 
the  University  of  Colo- 
rado in  1975,  a  year  be- 
fore graduation,  never  to 
return.  Doomed  to  taxi- 
driving?  He  hustled  and 
got  an  internship  at  pub- 
lic station  KETC  in  his 
hometown  of  St.  Louis. 
The  next  spot  he  landed 
was  as  a  grip  for  a  local 
film  company,  where  he 
became  an  assistant  edi- 
tor on  short  corporate- 
image  films.  Today  he  is 
a  staff  editor  at  Modern 
Videofilm,  an  editing 
and  postproduction 
house  in  Los  Angeles. 
He  wears  shorts  to  work 
and  takes  home 
$100,000  a  year  for  edit- 
ing everything  from  industrial  films 
to  Joan  Rivers  specials  for  Showtime. 

Everybody  knows  about  the  super- 
stars in  television.  The  news  anchors, 
the  sportscasters,  the  talk-show 
hosts,  the  stars  of  the  prime-time 
hits — all  make  big  money.  But  be- 
neath—and above — that  thin  iono- 
sphere of  "talent"  jobs  are  thousands 
of  people  who  have  important,  well- 
paid  careers.  And  many  of  them  are 


younger  than  you  might  think. 

The  entire  industry  is  quite  small, 
to  be  sure,  given  its  impact  and  the 
dollars  generated.  Fewer  than  30,000 
people  work  at  the  three  major  net- 
works combined.  Adding  in  all  the 
local,  public  and  cable  stations  across 
the  country  brings  the  total  to  perhaps 
80,000.  Even  including  all  the  televi- 
sion production  community  in  Holly- 


Page  Tom 
Eighteen 


Didonato  with  a  tour  group  on  the  Today  show  set 
months  and  the  blazer  goes  back. 


wood  and  elsewhere,  the  entire  indus- 
try employs  far  fewer  people  than  a 
company  like  K  mart. 

But  more  than  most  businesses,  it 
offers  potential  for  young  people  will- 
ing to  take  risks.  And  it  won't  take 
long  to  see  if  you  can  make  it  in 
television,  for  the  work  is  demanding, 
results  are  highly  visible,  promotions 
rapid  and  firings  a  matter  of  course. 
How  can  you  get  into  TV? 


Start  off  by  taking  any  job  you 
get.  Don  Taffner,  the  centimillion 
producer  of  such  shows  as  Tlw 
Company  and  The  Ted  Knight  Sk 
started  out  in  the  mailroom  of 
William  Morris  talent  agency,  for 
ample.  You  don't  like  opening 
mail  for  the  soap  opera  stars?  It's 
neath  your  station  to  take  a  nonp 
ing  internship  at  the  ABC  affiliate 
Yakima,  Wash.?  You  think  your 
gree  should  open  the  door  at  leas 
crack?  Forget  it.  Even  mail  clerks, 
curity  guards  and  secretaries  at 
networks  now  often  have  college 
grees.  "People  from  the  mailro 
don't  deliver  the  mail,  they  deli 
their  resumes,"  says  one  executivi 
But  you  need  more  than  conta 
you  need  to  develop  and  hone  ski 
Says  Peter  Lund,  president  of  (j 
Sports,  who  started  out  at  an  eijj 
person  radio  station  in  Pierre,  S 
"You  have  to  balance  meeting  pec 
with  getting  actual  experience  in  y 
field.  You  have  to  practice  your  cr 
whether  it's  writing,  producing 
selling  time." 

The  networks  have  internship  t 
grams  that  give  hopefuls  a  taste  of 
business.  A  few  hundred  lucky  i 
lege  students  get  to  spend  a  semes 
or  a  summer  networking  inside 
networks.  They  make  contacts  t 
might  lead  to  jobs  a 
graduation.  General 
these  contacts  do 
ABC's  Ted  Koppel 
an  M.A.  in  commuiu 
tions  and  political  j 
ence  from  Stanford  ar 
B.A.  from  Syracuse, 
spent  the  summer 
tween  his  junior  and 
nior  years  in  NBC's 
teemed    page  prop 
(see  box,  p.  181).  Did! 
have  it  made?  "No  ( 
wanted  me,"  says  ft 
pel.  "I  had  to  teach  h 
school  until  I  got  a  jol 
a  copyboy  at  WMCA 
dio  in  New  York." 

"I  think  I  oughta  wi 
a  book  about  televisi 
called  The  Myth  of  the 
reer  Path,"  sighs  Bl 
ington  from  his  office 
CBS'  headquarters.  "What  pea 
don't  realize  is  that  there  is  no  si 
beast.  It's  just  like  sailing.  Go  w 
the  wind.  Learn  to  tack." 

Tack,  but  always  keep  your  eye 
the  final  destination.  Says  E 
Hewitt,  executive  producer  of  CBS 
Minutes.  "Plenty  of  the  producers  at 
Minutes  started  out  as  secretaries 
promoted  them  because  they  just  i 
pressed  the  hell  out  of  me. 


Every  quality  diamond  of  a 
at  or  more  is  one  of  natures  rarest 
d  most  exquisite  phenomena— 
th  more  fire;  more  sparkle  and 
ntiliation. 

Each  is  a  visible  reflection  of 
u.  Unique  in  all  the  world; 


FIGHT  FIRE  WITH  FIRE. 

possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the      's :  Cut;  Color;  Clarity  and 
Carat -weight.  These  determine  the 
value  of  a  diamond  — and  to  an 
astonishing  degree,  the  beauty  and 
value  of  your  jewelry. 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful; 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


i  ring  shown  features 
-lality  diamond  of  2  carats, 
more  information, 
teN.S.,  Inc. 
i.  Roy  17Q4S 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
A  FTRF.  RARFT  VSFFM 


It's  easy  to  pick  a  card 
when  they're  all  on  the  table. 


Diners  Club 


American 
Express® 
Green 


Visa 


MasterCard' 


1.  Free  gifts 
and  travel. 

2.  Chauffeured 
town  cars  for  a 
few  dollars 
more  than  taxis. 

3.  Hotel  suites 
for  about  the 
price  of  a 
single  room. 

4.  Personal  gift 
consultant. 

5.  Virtually 
unlimited 
spending. 

6.  Automatic 
Air  Travel 
Accident 
insurance. 

7.  Worldwide 
acceptance. 
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$650,000 
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$100,000 
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Yes 
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Here  is  the  exclusive  set  of  benefits  you  get  with  the  Diners  Club 
Card  that  you  don't  get  with  any  other  card. 

1.  CLUB  REWARDS.SM  Like  an  airline  frequent  flyer  program,  you 
receive  gifts  and  trips,  absolutely  free,  with  Diners  Club  from  Citicorp. 
Best  of  all,  the  more  you  use  the  Card,  the  more  you're  rewarded  with 
free  gifts  and  trips.  Like  a  microcassette  recorder,  a  night  on  the 
town,  a  personal  computer,  and  free  flights  on  United  Airlines.1 

2.  CLUB  CHAUFFEURS  You  can  relax  and  ride  in  the  comfort  of  a 
town  car  for  just  a  few  dollars  more  than  a  taxi  between  major 
airports  and  downtown  business  centers. 

3.  CLUB  SUITES.™  Just  imagine,  for  about  the 
price  of  a  single  room,  you  can  indulge  in  an 
elegant  Hiiton  Hotel  suite.2 

4.  CLUB  GIFTS.SM  With  one  phone  call,  a 
personal  gift  consultant  will  help  you  select 
and  send  unique  and  impressive  gifts  to  the 
important  people  in  your  life.  From  anywhere. 
To  anyone.3 

5.  VIRTUALLY  UNLIMITED  SPENDING 
PRIVILEGES.  There's  no  arbitrary  limit  on  your 
spending  You  set  your  own  limit  through  your 


Diners  Club 

International* 
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•Encept'ons  may  be  available  through  individual  banks 

spending  and  payment  patterns  and  your  personal  resources. 

6.  $650,000  AUTOMATIC  AIR  TRAVEL  ACCIDENT  INSURANCE.  At  no 

extra  cost.  Diners  Club  offers  more  than  five  times  the  flight 
insurance  that  the  American  Express  *'  Green  and  Gold  cards  offer.4 

7.  WORLDWIDE  ACCEPTANCE.  You  can  use  the  Diners  Club  Card  at 
just  about  any  place  in  the  world  your  business  takes  you. 

And  of  course,  you'll  be  provided  with  the  other  services  the 
business  person  would  expect. 
So  to  take  advantage  of  these  Club  benefits,  simply  call  toll-free 
24  hours  a  day,  1-800-CLUB-INFO.5 

Just  remember,  no  other  card  says 
"Welcome  to  the  Club?M" 


TO  APPLY  NOW 
CALL 
1-800-CLUB-INFC 


1.  Club  Rewards  Is  a  service  available  only  to  Personal  and  Company  accounts  locatea  wlthm  the  50  United  States  Enrollment  reauired  Certain  terms  and  conditions  apply  2  Available  at  participating  Hiti 
and  other  selected  hotels  in  10  major  U  S.  cities.  3.  Additional  fees  apply  4  This  policy  is  underwritten  by  Commercial  Insurance  of  Newark.  N.J.  The  cost  of  the  insurance.  $  51  per  trip,  is  included  as  part  of  ifi 
annual  Cardmembership  fee.  The  coverage  Is  not  available  to  Corporate  Cardmembers.  5.  Call  1-800-CLUB-INFO  to  ask  for  complete  reservation  and  cancellation  policies  tor  Club  Chauffeur  and  ClubSu 
Specific  benefits  and  rewards  are  subject  to  availability  and  may  be  changed  or  discontinued  without  notice.  <§  1986.  Citicorp  Diners  CI* 


Careers 


"You've  got  to  take  chances  on 
m,"  Hewitt  adds.  "You  have  to 
mpete,  even  though  it  may  mean 
iding  yourself  out  on  the  street." 
There  are  some  900  television  sta- 
>ns  currently  operating  in  the  U.S. 
lere  are  public  stations,  cable  sta- 
ms,  independent  stations,  network- 
raed  affiliates  and  even  foreign-lan- 
age  television  stations.  Almost  all 
ve  internship  programs  of  one  sort 
another. 

Most  large  cities  now  have  indepen- 


dent production  companies,  which  do 
spots  and  features  for  local  stations, 
training  films,  commercials  and  docu- 
mentaries. They  regularly  take  on 
production  assistants  and  interns. 
The  key  again  is  to  be  persistent  and 
to  take  whatever  they  have  to  offer. 

At  local  stations  and  production 
companies,  staffs  are  small.  "You  can 
work  in  all  areas  of  broadcast,  hone  a 
wide  range  of  skills  and  get  a  wide 
range  of  experience,"  says  Lund  of 
CBS.  "You  can  then  have  peace  of 
mind,  because  you  will  be  making  an 
informed  career  choice." 

Remember  that  television  has  been 
around  for  only  about  40  years.  The 


Pages  of  glory 


basic  technology  is  getting  better  and 
better  every  day.  And  so  are  the  candi- 
dates for  jobs.  Says  Michael  Weisman, 
executive  producer  at  NBC  Sports,  "I 
get  demo  videotapes  from  communi- 
cations students  at  universities  that  I 
could  put  right  on  network  TV.  The 
direction,  the  editing  and  production 
are  absolutely  professional.  You  never 
saw  that  a  few  years  ago." 

The  potential  uses  for  television  are 
forever  multiplying,  too.  It  is  by  no 
means  a  mature  business.  Says  Bless- 
ington,  "The  technology  is  so  infant. 
The  future  uses  are  in  the  minds  of 
the  present  generation,  who  grew  up 
with  this  technology."  ■ 


It's  1 1  o'clock  on  a  drizzly  Thursday  morning  outside 
the  old  brick  theater  at  the  corner  of  14th  Street  and 
Avenue  M  in  Brooklyn,  N.Y.  that  is  the  home  of  The 
Coslyy  Show.  The  soggy  crowd  of  200  people  that  has 
been  waiting  for  an  hour  to  get  in  and  see  the  stars 
perform  in  a  live  taping  seems  oblivious  to  another 
performance  going  on  around  them.  The  actors  are  a 
troupe  of  blazer-clad  youths  with  peacock  patches  over 
their  breast  pockets. 

"By  the  time  you  get  the  audience  seated,  you  can't 
even  watch  the  show,  you're  so  exhausted,"  says  Laur- 
ence Becker,  a  1985  graduate  of  the  communications 
program  at  Syracuse  University  and  one  of  the  NBC  pages 
assigned  to  deal  with  the  crowds  for  The  Cosby  Show. 

About  2,000  recent  college  graduates  apply  to  do 
what  Laurence  Becker  and  his  cohorts  are  doing,  and  it 
is  easy  to  see  why.  The  lucky  50  chosen  to  be  NBC 
pages  get  an  invaluable  look  inside  network  TV.  They 
handle  tickets  and  crowds  for  the  four  NBC  shows 
currently  shot  in  New  York  (Cosby,  Donahue,  Saturday 
Night  Live  and  David  Letterman).  They  guide  tours 
through  the  NBC  headquarters  at  Rockefeller  Center 
for  the  130,000  visitors  each  year.  And  most  important 
for  their  futures,  they  serve  as  temporary  staff  in  all  the 
departments  at  the  network.  This  not  only  gives  them  a 
chance  to  make  contacts  and  develop  skills  but  it 


allows  them  to  make  informed,  intelligent  choices 
about  whether  they  want  to  wind  up  in  news,  sports, 
programming  or  sales. 

The  pages  have  been  around  since  1933,  giving  tours 
and  helping  out  at  NBC.  In  a  business  run  on  contacts, 
it  is  one  of  the  best  contacts  you  can  have.  The  mere 
mention  of  the  page  program  seems  to  elicit  an  endless 
flow  of  anecdotes  and  warm  feelings  from  anyone  in- 
volved in  the  program.  Once  a  page,  always  a  page.  In 
1983,  1,200  former  pages  showed  up  for  the  golden 
anniversary  celebration.  Former  pages  include  actor/ 
director  Richard  Benjamin,  actors  Ken  Howard,  Kate 
Jackson,  Eva  Marie  Saint,  Cameron  Mitchell  and  Efrem 
Zimbalist  Jr.;  game  show  hosts  Gene  Rayburn  (Match 
Game)  and  Peter  Marshall  (Hollywood  Squares);  game 
show  creator  Bud  Piper  (Concentration);  Bob  Keeshan 
(a.k.a.  Captain  Kangaroo),  the  late  William  B.  Williams, 
talk  show  host  Regis  Philbin  and  journalist  Ted  Koppel. 

The  life  of  a  page  is  short-lived,  of  course.  Eighteen 
months  from  the  day  you're  hired,  they  take  back  the 
blazer,  so  you  have  to  work  quickly  and  find  a  niche. 
Says  Michael  Weisman,  executive  producer  at  NBC 
Sports  and  page  class  of  1971,  "You  have  to  impress, 
and  you  have  to  impress  fast."  Around  60%  of  the  pages 
find  jobs  at  NBC.  Around  20%  find  jobs  in  TV,  but 
outside  of  NBC— S.F. 


Allan  Taruienbaurn/Sygma 


Former  NBC  pages  (  from  left  )  Bob  Keeshan,  Kate  Jackson,  Ken  Howard,  Ted  Koppel 
You  have  to  work  quickly  and  find  a  niche. 
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F.dited  by  Gary  Slutsker 


Take  that,  big  three 

A lot  of  bankers  are  gnashing  their 
teeth  about  2.9%  auto  financing, 
and  some  are  even  accusing  the  auto- 
makers' finance  units  of  antitrust  vio- 
lations. But  Robert  Reich  of  Marine 
Midland  Banks  is  laughing.  General 
Motors  is  "approaching  the  floor  in  its 
pricing  creativity,"  says  Reich,  the 
35-year-old  president  of  Marine's  auto 
finance  subsidiary.  "The  moment 
they  stop,  there  are  going  to  be  some 
tough  times." 

Reich  can  laugh  because  Marine 
Midland  continues  to  sell  plenty  of 
9.9% -plus  auto  loans  right  through 
the  car  glut.  He  has  $2.5  billion  in 
auto  loan  assets,  a  hefty  10%  of  Ma- 
rine Midland's  total  assets.  This  year 
he  is  well  on  his  way  to  expanding 
those  assets  40%  above  last  year's  $2 
billion.  Return  on  equity  for  Reich's 
operation  is  more  than  15%,  exceed- 
ing the  12%  for  the  Buffalo,  N.Y.  bank 
as  a  whole,  and  its  earnings,  Forbes 
estimates,  exceed  $15  million. 
Reich's  secret?  He  lends  to  people 


who  don't  buy  from  Chrysler,  Ford  or 
General  Motors.  When  Marine  hired 
Reich  away  from  General  Electric 
Credit  Corp.  in  early  1984,  it  asked 
him  to  expand  its  auto  loan  business 
outside  New  York  State.  So  far  he  has 
tripled  the  number  of  car  dealers  he 
does  business  with,  to  2,900.  Many 
are  dealers  of  imports  and  used  Hertz 
and  National  rental  cars,  whose  buy- 
ers don't  borrow  from  the  big  three 
automakers'  finance  units.  Since  it 
signed  up  Porsche  dealers  earlier  this 
year,  Marine  Midland  now  finances 
27%  of  all  Porsche  purchases.  Says 
Reich,  a  Porsche  driver:  "We  have  an 
endorsement  from  the  manufacturer 
the  same  way  GMAC  does." 

Even  in  some  future  capital 
squeeze,  Reich  could  continue  to 
lend  to  car  buyers.  Last  year  he  in- 
vented a  security  with  help  from  Sal- 
omon Brothers  and  has  already  used 
it  to  sell  some  car  loans.  The  name? 
CARs  (Certificates  for  Automobile 
Receivables).  — Robert  McGough 


The  motive  is  safety? 

When  the  Japanese  Consul 
Product  Safety  Associat 
(CPSA)  recently  changed  its  ski  eqi 
ment  standards,  the  only  cheers  ca 
from  the  local  manufacturers, 
foreign  outfits  have  been  schuss 
past  the  Japanese  on  the  world  mar 
for  years  and  exporting  heavily  i| 
Japan,  the  second-largest  alpine 
market  after  the  U.S.  ($800  mil 
sales  per  year).  But  the  big  exporl 
aren't  complying  with  the  new  rui 
and  therefore  can't  use  the  assoi 
tion's  mark  of  approval,  which  is  tj 
en  seriously  by  safety-conscious  Ja 
nese  consumers. 

The  new  Japanese  ski  standards  i 
for  a  duller  ski  edge  and  blunter  ti 
to  prevent  injuries  from  runav 
skis — and  a  more  flexible  shaft,  wh 
helps  in  Japanese  wet  snow  con 
tions.  CPSA  also  wants  foreign 
factories  inspected. 

"This  is  a  thinly  disguised  effor 
limit  the  sale  of  foreign  produc 
steams  James  Garrison,  president 
Vashon,  Wash. -based  K2  Corp.  (1 
sales,  $30  million),  the  biggest  don- 
tic  ski  manufacturer.  It  is  no  coil 
dence,  he  adds,  that  the  Japan 
move  creates  obstacles  for  foreign  8 
makers  just  when  Japan's  own  fie 
ling  ski  industry  is  trying  to  br 


Robert  Reich  of  Marine  Midland  Banks 
"There  are  going  to  be  some  tough  times. 


le  good  news  is,  Americans  are  living 
t  than  ever  before. 

le  bad  news  is,  many  older  Americans 
ot  financially  prepared  for  a  longer  life, 
ue  to  advancements  in  public  health, 
/people  now  live  into  their  80s  or  even 
But  as  they  live  longer,  many  face  the 
)ect  of  needing  long  term  medical 
ance  such  as  nursing  home  care, 
lese  needs  can  quickly  deplete  a  lifetime's 
gs.  Government  programs  can  help, 
1  many  instances  only  after  a  person  has 
usted  his  or  her  personal  savings, 
learly  ideas  for  long  term  care  are 


needed  to  fill  the  gap,  so  people  won't  have  to 
dread  the  financial  prospects  of  growing  old. 

At  NWNL  Group,  we're  working  on  a 
solution.  It's  a  program  called  LifeScoper  It's 
designed  to  provide  health  and  financial 
security  for  a  person's  working  and  retirement 
years  by  sharing  financial  responsibility 
among  participating  individuals,  employers 
and  health  care  providers. 

Obviously,  for  an  idea  of  this  magnitude 
to  succeed,  it  will  require  the  help  of  govern- 
ment legislation,  the  participation  of  health 
care  providers  and  the  support  of  business  in 
making  LifeScope  "  available  to  employees. 


NWNL  Group  invites  each  of  these  insti- 
tutions to  join  us  in  shaping  our  plan.  Contact 
Ginny  Patrick,  NWNL  Group,  Box  20, 
Minneapolis,  MN  55440  or  call  612-372-5784 
for  a  detailed  report  on  the  problem  and 
how  we  can  solve  it  together. 

Quite  obviously,  our  task  is  enormous.  But 
so  is  the  need. 

THE  EASTER  THINGS  CHANGE, 
THE  MORE  YOU  NEED  NWNL? 

tm  NWNL  GROUP 


A  division  of  Northwestern  National  |jfe  Insurance  Company,  Minneapolis.  MNtnoi  admitted  in  the  Suite  ol  New  York)  The  North  Atlantic  Ulc  Insurance  Company  of  America,  Jericho.     (A  member  of  the  NWNL  Companies) 
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K2  Corp.  s  James  Garrison 
How  are  Nishizawas  on  ice? 

into  the  world  market.  The  only  Japa- 
nese brand  name  now  even  faintly 
recognizable  to  foreign  skiers  is  Ya- 
maha, made  by  the  musical  instru- 
ment folks.  Others,  like  Nishizawa 
and  Kazama,  are  known  strictly  on 
their  home  slopes. 

Garrison  is  lobbying  the  Japanese 
government  to  soften  the  standards. 
"There  is  nothing  about  Japanese 
snow  that  calls  for  different  skis," 
says  Garrison,  who  sold  40,000  pairs 
of  skis  to  Japan  out  of  the  320,000 
pairs  K2  produced  last  year.  "We 
have  wet  snow  right  here  in  the  Pa- 
cific Northwest."  What  about  the 
crowded  slopes?  "Have  the  Japanese 
ever  skied  Hunter  Mountain  on  a 
Saturday?" — Barbara  Kallen 


A  men's  and  a  women's 

If  you  restrict  yourself  to  men's 
merchandise,  you're  cutting  off 
two-thirds  of  the  market,"  explains 
Anthony  Greener,  46,  nattily  clad  in  a 
proper  gray  single-breasted  suit  and 
crimson-striped  tie.  That  may  sound 
strange  coming  from  the  managing 
director  of  Dunhill  Holdings  Pic,  the 
publicly  held  London  men's  retailer 
that  made  its  name  selling  classic 
smoking  accessories  for  the  well- 
dressed  man. 


Last  year,  however,  Greener  pur- 
chased Chloe,  the  Parisian  fashion  de- 
sign house,  for  $8.8  million.  He  aims 
to  expand  it  both  through  licensing — 
perfume  sales  under  a  royalty  deal 
account  for  most  of  Chloe's  sales — 
and  through  a  chain  of  boutiques. 

Chloe  is  the  most  recent  move  to 
diversify  Dunhill  from  its  roots.  This 
transition  also  passed  managerial  con- 
trol of  the  publicly  held  company 
from  Richard  Dunhill,  59,  grandson  of 
Alfred  Dunhill,  who  founded  the 
company  79  years  ago,  to  Greener,  a 
former  Unilever  executive,  when  he 
joined  the  company  1 1  years  ago. 

When  Greener  arrived  at  Dunhill, 
75%  of  its  revenues  came  from  sales 
of  cigarette  lighters.  Immediately,  he 
set  about  leveraging  Dunhill's  great- 
est asset — its  name — licensing  every- 
thing from  men's  suits  to  blended 
Scotch  to  designer  eyewear.  Mean- 
while Greener  tripled  the  number  of 
Dunhill  stores  and  leased  outlets  to 
more  than  130  worldwide  and  by  1985 
had  purchased  Mont  Blanc,  the  pen- 
maker.  Over  the  last  decade  revenues 
went  from  $53  million  to  $179  mil- 
lion this  year,  and  profits  from  $15 
million  to  $28  million. 

Now  Greener  is  almost  apologetic 
about  his  aggressive  Far  East  expan- 
sion, which  still  accounts  for  about 
half  of  Dunhill  product  sales,  vs.  15% 
in  the  U.S.  "The  Japanese  are  more 
attracted  to  quality  brand  merchan- 
dise than  anyone  in  the  world,"  he 


smiles.  "We  couldn't  do  everyth 
so  we  went  for  the  best  returns. 
U.S.  is  tougher." — Lisa  Gubernick 


Capital  loss? 

Legislators  never  learn  that  vem 
I  capital  works  on  the  margin,"  < 
David  Morgenthaler,  67,  of  Cl< 
land's  Morgenthaler  Venture 
ners.  "People  on  the  margin  can 
influenced  cither  way." 

Morgenthaler  should  know, 
whole  family  is  involved  with  i 
ventures:  Among  his  children  a 
venture  capitalist,  two  entreprene 
and  a  high-tech-stock-letter  editoj 
"Congress  damaged  capital  g 
very  extensively  in  the  Sixties,  anc 
got  it  corrected  in  the  Seventies," : 
Morgenthaler,  who  lobbied  hare 
get  the  maximum  capital  gains 
rate  reduced  from  49%  to  28% 
1978  while  serving  as  president  of 
National  Venture  Capital  Asso 
tion.  The  rate  was  later  cut  to 
present  20%.  "Now  Congress 
gone  right  back  to  dismantlin; 
again."  By  taxing  capital  gains  as  c 
nary  income,  the  proposed  tax 
would  push  the  top  rate  back  to  2 
Morgenthaler,  an  early  backei 
Apple  Computer  and  Manufactui 
Data  Systems  (now  a  Schlumbei 
unit),  alleges  that  Congress,  in 
name  of  tax  reform,  is  discouraj 
would-be    entrepreneurs — and 


Anthony  Greener  of  Dunhill  Holdings 

"The  Japanese  are  more  attracted  to  quality  brand  merchandise. 
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IS  SPRINT  ANNOUNCES 
LN  INCREDIBLY  RADICAL 
NEW  CONCEPT  IN  THE 

ELECOMMUNKATIONS 
INDUSTRY: 

A  SALE. 

It's  never  happened  before.  Not  like  this. 
Not  in  this  business. 

The  US  Sprint  Charter  Customer  Offer.51" 
Its  your  opportunity  to  lock  in  major 
savings  on  long  distance. 
Here's  how  it  works.  When  you  sign  up  for 
any  major  US  Sprint  business  service  between 
now  and  Sffptomfcor  30th,  you'll  get  an  extra  bonus 
discount  of  10%  or><hat  new  service. 

For  one  full  year.  44titMto®cJbde/i$\\ 
And  you  can  even  get  the  same  discount  if  you 
order  new  US  Sprint  service  at  home. 

This  discount  is  on  top  of  US  Sprint's  new  low 
rates,  which  are,  of  course,  lower  than  AT&T 
and  MCI. 

And  it's  on  top  of  any  additional  savings  you'll 
enjoy  thanks  to  US  Sprint  Volume  Discounts, 
nd,  finally  you'll  be  signing  up  with  the  only  company  in  America  that's  building  a  coast-to-coast  100%  fiber 
network,  to  give  you  the  clearest  sound  quality  you've  ever  heard  over  a  telephone.  Quality  so  surprisingly 
al  clear  that  3  out  of  5  business  people  preferred  US  Sprint  fiber  optic  lines  over  the  typical  lines  of  AT&T 
eir  very  first  call. 

he  US  Sprint  Charter  Customer  Offer.  It's  never  happened  before.  Not  like  this.  Not  in  this  business, 
e  it  happen  for  you.  Call  now  and  find  out  more.  1-800-527-6972 


US  Sprint 

"SOUNDS  LIKE  YOU'RE  RIGHT  NEXT  DOOR." 


regulatory  approval  Internationa!  calls  excluded  Fiber  completion  1987  £  1986  US  Sprint  Communications  Company  ®  Sprint  is  a  registered  trademark  of  US  Sprint  Communications  Company 


Venture  capitalist  Morgenthaler 
Dejd  vu? 

only  by  removing  the  capital  gains 
preference.  In  turn,  stock  option 
plans,  used  by  startups  to  lure  manag- 
ers, would  become  less  attractive.  In 
addition,  a  new  FASB  proposal  could 
force  companies  to  treat  stock  options 
as  expenses,  depressing  earnings. 

Says  Morgenthaler:  "Being  an  en- 
trepreneur is  smart.  Everything  you 
do  to  make  it  less  smart  discourages 
that  many  more  people."  Is  Mor- 
genthaler discouraged?  Yes.  He  is 
starting  to  pay  more  attention  to  ordi- 
nary income  and  fees  than  to  standard 
equity  deals. — G.S. 


Short  runway 

I'm  one  of  those  abused  masses — 
the  frequent  flier,"  grouses  Thom- 
as McClain,  48,  of  Phoenix,  Ariz. 
"The  whole  experience  has  become  a 
giant  hassle." 

To  the  weary  frequent  business 
traveler,  McClain  is  getting  ready  to 
offer  a  luxurious  ride  aboard  all-first- 
class  McClain  Airlines,  scheduled  to 
begin  service  later  this  month. 
McClain's  gimmick?  First-class  ser- 
vice at  coach  fares  between  cities  like 
Chicago,  Los  Angeles,  Dallas,  San 
Francisco.  These  74-seat  727s  are  out- 
fitted with  seats  upholstered  in  the 
same  leather  used  by  Jaguar  and  have 
telephones  at  every  seat. 

Sound  good?  Norwest  Bank  of  Min- 
neapolis thought  so,  and  invested  $2 


million,  20%  of  the  total  equity  capi- 
tal McClain  has  raised  so  far.  But  stop 
and  think  about  it.  Will  it  really  be  all 
that  easy  to  get  McClain  airborne? 
Getting  people  to  switch  to  McClain, 
which  is  hammering  out  an  agree- 
ment to  join  TWA's  frequent  flier  pro- 
gram, will  be  hard  enough.  McClain's 
dream  passenger  now  flies  United  or 
American  at  full  coach  fare  and  has 
lots  of  frequent  flier  mileage. 
McClain,  a  former  TWA  executive, 
thinks  he  can  coax  this  person  onto 
his  planes  with  some  free  booze  and 
extra  legroom. 

Others,  including  Air  One,  Air  At- 
lanta and  Midway,  have  tried  offering 
discounted  first-class  fares  in  the  past 
without  success.  McClain  says  his  big 
cities  make  it  easier  for  him  to  break 
even — a  45%  load  factor,  he  figures — 
skimming  just  6%  of  the  traffic  now 
flying  those  routes.  But  is  his  $10  mil- 


Faces 

Behind  the  Figure 


lion  in  cash  on  hand  enough  to  c 
startup  losses?  Observes  Shea 
Lehman  analyst  Robert  Joed 
"Since  deregulation,  I  don't  think 
startup  airline  has  had  enough  w 
ing  capital." — G.S. 


After  the  fall 

When  the  chief  executive  ol 
leading  company   in  its 
gets  canned,  what's  next?  No 
demic  question  for  Vincent  J. 
Peters.  In  only  six  years  he  had 


Tom  McClain  of  McClain  Airlines 

Free  booze  and  phones  at  every  seat,  but  is  there  enough  cash? 
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For  worldwide  financial  service,  you  should 
look  for  a  bank  that  offers  you  a  bit  more  than 
just  services  worldwide. 


You  need  a  bank  whose  interest 
doesn't  stop  short  at  your  balance  sheet. 
A  bank  that  takes  the  trouble  to  under- 
stand your  business,  in  order  to  provide 
you  with  sound  advice;  and  not  just  in 
financial  matters.  A  bank  that  is  large 
enough  to  offer  you  a  complete  range  of 
financial  services,  yet  flexible  enough  to 
produce  tailor-made  solutions  to  your 


international  problems.  We  are  Germany's 
second  largest  bank,  with  1,000  domestic 
branches,  and  over  eighty  offices  world- 
wide. After  being  in  international  busi- 
ness for  more  than  a  century  we  work  for 
more  than  100,000  companies.  They 
know  what  they  can  expect  from  us.  A  full 
range  of  international  financial  services  - 
and  a  bit  more. 


Dresdner  Bank 

Oneoftheleadingbanksintheworld.  Bank  wjtn  imagination 

Dresdner  Bank  AG  0 


Head  Office:  Jurgen-Ponto-Platz  1, 6000  Frankfurt/Main, 
Fed.  Rep.  of  Germany. 

In  USA:  New  York.  Chicaao.  Los  Anaeles.  Houston.  Miami. 
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jimmy  Peters  of  Huberth  &  Peters 
"People  still  need  space." 


up  Cushman  &.  Wakefield,  one  of 
the  nation's  biggest  and  best-known 
commercial  real  estate  brokerage 
firms,  from  $15  million  revenues  to 
$110  million,  spread  offices  across 
the  country  and  added  services  like 
appraisals. 

Then,  in  1982,  when  he  was  60, 
Peters  was  firmly  invited  to  leave  by 
owner  Rockefeller  Center,  Inc.  (Peters 
and  his  brothers  owned  approximate- 
ly 35%  of  Caw  before  selling  out  to 
RCA,  which  then  sold  to  Rockefeller 
Center.)  His  response  was  to  buy  50% 
of  Huberth  &  Huberth,  a  smallish  ($3 
million  revenues)  New  York  commer- 
cial real  estate  firm.  Peters  is  presi- 
dent and  chief  executive,  while  Harry 
Huberth,  65,  is  chairman  of  the  newly 
named  Huberth  &  Peters. 

"I  got  back  into  doing  deals,  which  I 
couldn't  do  as  chief  executive  of  a  big 
national  outfit,"  Peters  says,  proudly 
displaying  an  award  bestowed  by  his 
Manhattan  peers  for  putting  together 
the  "most  ingenious  deal  of  1985,"  a 
complicated  arrangement  involving 
multiple  lease  swaps  by  General  Mills 
and  R.H.  Macy. 

The  national  overbuilding  of  office 
space  does  not  stop  him.  "That  just 
means  the  landlord  has  to  give  more," 
says  Peters.  "People  still  need  space." 
So  far,  Huberth  &.  Peters  has  opened 
an  office  in  Beverly  Hills  and  acquired 
a  small  appraisal  company  in  Scotts- 
dale,  Ariz. 

"In  three  years  we've  expanded  vol- 
ume to  $12  million,"  he  brags,  or  just 
under  what  C&.W  did  in  nominal  dol- 
lars when  he  started  the  big  expan- 
sion. "We  still  need  a  guy  to  handle 
industrial  space,  but  we've  got  every- 


thing in  place  to  expand  volume  50% 
to  75%.  Just  give  me  a  year."  At 
which  rate  he'd  have  Huberth  &  Pe- 
ters about  where  Cushman  &.  Wake- 
field was  at  his  departure,  oh  in  about 
six  years. — Harold  Seneker 


Show  time 

Trade  shows  and  conventions.  For 
years  the  idea  was  to  make  them 
better  by  making  them  bigger.  But 
now  the  $2-billion-a-year  industry 
seems  headed  in  a  different  direction. 
Just  as  Alfred  P.  Sloan  revolutionized 
the  automobile  business  by  segment- 
ing the  market,  so  too  are  trade  show 
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promoters  narrowing  the  focu 
shows  themselves.  In  other  words 
dustrywide  extravaganzas  like 
National  Sporting  Goods  Exposit 
an  annual  ritual  since  1927,  are 
while  shows  tightly  focused  on 
thing — snow  skis,  say,  or  plea 
boating — are  proliferating  rapidly 

Why  the  change?  "It's  hard  for  rt 
agement  to  measure  what  they  get 
of  sending  people  to  trade  shox 
says  Carol  Hurley,  44,  who  sta 
shows  for  Cahners  Exposition, 
world's  largest  trade  show  produ 
Now  Hurley  has  left  to  run  a 
show  unit  for  bottle  cap  and  smi 
alarm  maker  Pittway  Corp.  (1 
sales,  $548  million). 

Hurley's  outfit,  2 '/2-year-old  Pen 
Expositions,  a  tiny  unit  of  Pittw 
Penton  Publishing  division,  is  th 
fore  staging  shows  like  the  Integr, 
Manufacturing  Exposition,  schedv 
to  run  this  December  in  New  Yor 

It's  her  answer  to  a  6-year-old  sh 
devoted  to  all  kinds  of  computers 
automate  factories.  Hurley  saw 
chance  to  compete  by  focusing 
subdisciplines  such  as  materials 
dling.  She's  hoping  it's  as  succes: 
as  her  first  show,  for  Original  Eqi 
ment  Manufacturers,  which  drew 
hefty  13,800  visitors  to  Philadelp 
last  year  and  has  now  become  an 
nual  event. — H.S. 
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Penton  Expositions'  Carol  Hurley 

"It's  hard  to  measure  what  people  get  out  of  trade  shows. 
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ByToshoa. 


TOSHIBA 


The  beauty  of  a  picture 
that  is  this  faithful  to  the 
original  is  the  beauty  of 
Toshiba  digital  technology 

Toshiba's  new  generation 
of  color  TVs  and  VCRs  uses 
microprocessors  to  digitally 
enhance  the  broadcast  signal. 
Optimizing  clarity,  contrast 
and  color.  Minimizing 
ghosting  and  video  noise. 
Ensuring  crisp,  clear  images. 

Digital  technology  en- 
hances every  product  we 
create.  From  medical  equip- 
ment to  home  electronics, 
office  automation  to  heavy 
electric  equipment. 

Over  100  years  of 
technological  innovation 
has  made  Toshiba  the  ninth 
largest  electric  and  elec- 
tronics manufacturer  in 
the  world. 

At  Toshiba,  we're 
choosing  a  better  tomorrow, 
creating  the  products  that 
improve  the  quality  of  our  lives. 

The  proof  is  right  in 
front  of  your  eyes.  Making  a 
■  |  "Portrait  of  a  Peasant"  look 
I  like  a  million  bucks. 


In  Touch  with  Tomorrow 

TOSHIBA 


AEG  technology 
has  created  a 
"postman"  who 
can  sort  1 60,000 
letters  an  hour... 
and  never  takes  a 
coffee  break. 


The  volume  of  mail  in  the  United 
States  has  reached  epic  propor- 
tions and  is  still  growing.  The  sort- 
ing and  re-sorting  process  for 
each  letter  represents  a  potential 
for  very  serious  bottlenecks  in  the 
timely  flow  of  mail. 

AEG  technology  has  come  up 
with  an  answer  to  the  problem. 
It  can  be  found  in  powerful  letter- 
sorting  systems;  systems  which 
can  handle  up  to  160,000  letters 
an  hour.  That  translates  into 
3,840,000  letters  per  day  or  an 
even  more  astounding  26,880,000 
pieces  of  mail  every  week! 

At  the  heart  of  these  innovative 
systems  is  AEG  advanced  OCR 
technology.  That  technology  has 
created  a  state  of  the  art  reader, 
a  device  which  takes  but  a  split 
second  to  read  an  entire  address. 

Over  1,300  sophisticated  mail- 
sorting  systems  with  AEG  tech- 
nology have  been  installed  or  are 
scheduled  for  delivery  to  post 
offices  throughout  the  world. 


We  can't  control  rain,  sleet,  sno 
or  the  gloom  of  night...  but  we 
have  shed  new  light  on  the 
problem  of  handling  huge  quar 
ties  of  mail.  A  light  created  by 
advanced  technology  from  AEC 

Advanced  technology  from  AEC 
this  means  electrical  and 
electronic  equipment,  systems 
and  installations  for  automation 
communication  and  informatior 
for  industrial  and  power  applies 
tions,  for  defense  and  transport 
for  the  office  and  the  home. 

AEG  Corporation 
Route  22-Orr  Drive 
Somerville,  NJ  08876 
Tel.:  (201)  722-9800 
Telex:  833409 


AEC 


You  can  find  AEG  in  111  countries  worldwide. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


spective  on  the  selloff.  Bad  as  the  drop  in  the  Dow 
ustrials  was  in  early  September,  down  7.4%  in  two 
eks,  broader  measures  were  off  even  more  sharply.  The 
rSE  fell  8.6%,  while  the  Wilshire  lost  8.7%,  or  more 
n  $224  billion  in  market  capitalization.  Foreign  stock 
rkets  were  also  hit  with  significant  losses, 
f  bull  markets  climb  walls  of  worry,  there  is  an  obvious 
ollary:  Bear  markets  drop  through  reams  of  reassur- 
:e.  There's  still  plenty  of  complacency.  This  break  did 


not  cause  sufficient  panic  to  reassure  some  sophisticated 
observers  who  would  like  to  see  more  optimism  wrung 
out  of  the  markets.  A  heavy  selloff — a  "correction,"  as 
Wall  Street  jargon  has  it — was  widely  anticipated,  given 
the  market's  sustained  drive  over  the  past  21  months. 
Even  with  last  week's  decline,  the  Wilshire  index  still 
shows  a  gain  of  24.3%  over  the  past  year.  The  Forbes  Sales 
500  is  now  selling  at  15.6  times  latest  12-month  earnings, 
12.7  times  estimated  1986  earnings — not  exactly  cheap. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


rcent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

last  4  weeks 

-7.0 

-6.8 

-5.2 

-6.6 

-5.2 

-8.8 

last  52  weeks 

24.3 

22.1 

34.5 

25.5 

14.5 

20.7 

Stock  performance  based  on  six  key  investor  yardsticks 

rcent  change 

Company  size 

Volatility5 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

last  4  weeks 

-6.6 

-2.9 

-4.7 

-4.0 

-7.2 

-5.4 

-4.1 

-4.7 

-5.1 

-5.0 

-7.2 

-4.7 

last  52  weeks 

27.7 

36.9 

53.2 

31.5 

16.1 

33.9 

25.6 

35.7 

48.0 

37.9 

36.0 

20.9 

shire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created. 
;d  on  sales. 

ock's  sensitivity  to  overall  market  movement  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable 
uantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


e:  All  data  for  periods  ending  9/12/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


Gay  French 


Where  The  Action  Is 


Real  and  unreal  worries.  An  anxiety  attack  about  interest 
rates  was  clearly  a  driving  force  in  the  recent  unpleasant- 
ness on  Wall  Street.  Stocks  sensitive  to  interest  rates  were 
particularly  hard  hit — notably  utilities,  finance  and  con- 
sumer nondurablcs,  all  of  which  suffered  double-digit 
losses  during  the  two-week  period.  The  persistence  of  real 
problems — the  budget  deficit  and  trade  balance  problems 


remain  unresolved — justifies  some  anxiety.  But  u 
extent  that  psychological  factors  are  at  work,  the  an 
seems  excessive.  Yes,  oil  prices  are  firmer,  as  are 
commodities.  But  rampant  inflation  is  not  in  the  c 
When  investors  realize  that  a  new  bear  market  ha 
begun,  they  could  well  start  bargain  hunting  amon 
shares  beaten  down  in  the  panic  selling. 


Percent  change  in  last  52  weeks  0<2>  Percent  change  in  last  two  weeks 


Capital  goods 


-25 


 II  I  I 


'85 


'86 


Energy 

+  50 

0 

"2S  1  1  1  1  1  1  1  1 

 II  1  1  1  1 

MINI 

'85 

'86 

Technology 


+  50 


-15 


I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I  I 


'85 


'86 


Consumer  durables 
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What  The  Analysts  Think 


Fine-tuning  with  an  ax.  By  now  security  analysts  have  a 
pretty  good  fix  on  third-quarter  earnings  and  can  forecast 
fiscal  1986  earnings  with  some  accuracy.  During  the  last 


two  weeks  analysts  made  modest  cuts  in  their  1986  f 
casts  for  seven  sectors  but  reduced  sharply  their  estim 
for  transportation  and  energy  shares. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.71 

15.6 

1986  estimates 

3.33 

12.7 

1987  estimates 

3.93 

10.8 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estii 
in  2  weeks     in  4  wc 

l 

Utilities 

$3.27 

10.2 

-0.25% 

-0.30' 

2 

Consumer  nondurables 

2.12 

15.5 

-0.34 

-0.89 

3 

Consumer  durables 

3.84 

10.2 

-0.40 

-0.91 

4 

Technology 

2.54 

14.3 

-0.82 

-2.43 

5 

Finance 

3.17 

10.7 

-0.84 

-2.07 

6 

Raw  materials 

1.83 

16.2 

-1.36 

-2.57 

7 

Capital  goods 

2.36 

15.7 

-1.83 

-3.56 

8  Energy 

2.13 

14.8 

-2.56 

-5.80 

9 

Transportation 

1.53 

17.2 

-5.35 

-7.01 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  arc  compiled  and  updated  continuously  by  the  Institutional  Brj 

Estimate  System  |IBES|,  a  service  of  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm. 


Note:  All  data  for  periods  ending  9/12/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Cihf.,  IBES,  a  service  of  Lynch,  (ones  &  Rvan,  New  York. 
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The  Funds 


Way  back  when,  timid  investors  preferred 
balanced  funds.  Guess  what?  Balanced 
funds  are  back,  although  you  may  not 
recognize  them. 

Old  money  in 
new  bottles 


By  Mary  Kuntz 


T|  hirty  years  ago  the  largest 
mutual  funds  were  balanced 
funds,  that  is,  they  combined 
stocks  and  bonds.  The  combination 
seemed  somehow  more  wholesome 
than  a  pure  diet  of  either.  Nowadays 
balanced  funds,  so  called,  are  consid- 
ered a  bit  old-fogyish.  But  the  concept 
is  staging  an  impressive  comeback 
in  another  guise,  the  convertible- 
bond  fund. 

A  convertible  bond  is  one  that 
can  be  converted  into  a  certain 
number  of  shares  of  the  issuer. 
With  its  promise  of  steady  income 
and  its  chance  at  capital  apprecia- 
tion, a  portfolio  of  convertibles  is  a 
balanced  fund  in  all  but  name — 
part  bond,  part  equity.  But  it  sells 
better.  Six  convertible  funds  have 
opened  so  far  this  year,  bringing  the 
total  to  18.  Assets  of  the  sector 
have  grown  from  under  $500  mil- 
lion five  years  ago  to  more  than  $3 
billion  today. 

There's  nothing  wrong  with  a 
balance  between  income  and  appre- 
ciation, if  that's  what  you  want.  But 
don't  expect  from  convertible  bonds 
any  miraculous  way  of  being  able  to 
have  all  your  capital  gains  and  eat 
well,  too.  In  truth,  there's  very  little 
that  convertible  funds  do  that  good 
old-fashioned  balanced  funds  can't  do. 

Convertibles  offer  several  allures  to 
nervous  investors.  First  there's  yield, 
about  6%  to  6.5%  now,  compared 
with  3.3%  for  the  S&P's  500.  Second, 
the  bonds  are  less  volatile  than  com- 
mon shares  from  the  same  company. 
The  fluctuations  depend,  of  course, 
on  each  bond's  conversion  terms,  but 


typically  a  basket  of  convertibles 
moves  up  or  down  only  75%  as  fast  as 
the  stock  market,  says  Kidder,  Pea- 
body  analyst  Richard  Nelson. 

Three  key  variables  for  a  convert- 
ible bond  are  the  yield,  the  "conver- 
sion value,"  or  value  if  converted  into 
common  stock,  and  the  rules  under 
which  the  issuer  can  call  the  bond  in 
prematurely. 


Take  the  Crazy  Eddie  6s  of  2011, 
issued  in  June,  when  the  stock  was  at 
37'/4.  Each  $1,000  bond  is  convertible 
into  21.6  shares  of  stock  now  worth 
$773.  That  extra  $227  in  the  price  is 
called  the  conversion  premium.  What 
does  the  bond  buyer  get  for  it?  Two 
things:  a  coupon  of  $60  a  year  on  each 
$1,000  bond,  against  no  dividend  on 
the  common,  and  some  protection  if 
Crazy  Eddie  common  falls  out  of  bed 
(which  could  happen — the  stock's 
multiple  is  crazy).  Like  any  other 
bond,  the  Crazy  convertible  is  enti- 
tled to  a  fixed  coupon  and  a  $1,000 


repayment  at  maturity — unlcs 
course,  the  holder  has  convertec 
It  all  gets  complicated,  how 
when  the  possibility  of  a  call  i 
ured  in.  Usually,  when  a  conve 
is  called,  the  firm  in  effect  forces 
version,  because  the  call  price  ig 
ally  below  the  conversion  valut 
the  bond  immediately  sinks  t 
conversion  value.  Unwary  inv« 
who  paid  a  high  premium  wil 
sufficient  call  protection  are  left 
a  loss.  As  for  the  Crazys  of  2011 
company  can  call  the  bond  begii 
in  June  1988,  or  sooner  if  the  co 
sion  value  rises  to  $1,400. 

Helping  the  convertible-bond 
in  the  past  four  years  has  been 
simultaneous  bull  market  in 
stocks  and  bonds.  Longer  term? 
the  end  of  1974,  according  to  a  Kil 
Pcabody  index,  convertibles  hav 
eraged  a  compound  annual  retui 
16.7%,    only    slightly  behind 
17.3%  return  of  stocks.  That's  , 
back  as  Kidder  goes  with  its  i 
But  if  the  index  measured  197c 
1974,  it  would  show  a  frightful 
market  in  converts.  The  stocks 
which  they  were  convertible 
getting  murdered  at  the  same 
that  rising  interest  rates  were 
ping  bond  values. 

That's  the  crucial  point  to  reri 
ber:  fust  because  the  converts 
had  a  good  decade  is  no  reason 
to  expect  they  will  do  as  well  i 
future.  For  one  thing,  the  m 
used  to  be  a  lot  smaller.  As 
demand  for  the  merchandise 
grown,  so  has  the  supply,  but  q 
ty  has  not  necessarily  held  u 
the  first  half  of  this  year,  163 
vertible   stock   and  bond 
worth  $8.8  billion  came  to  ma 
according  to  Securities  Data 
For  the  same  period  ten  years 
only  17  issues  worth  under  $1 
lion  hit  the  market.  Many  of  t 
bonds  find  a  ready  market  in 
vertible  funds  because  investor 
stumbling  over  one  another 
ing  into  the  funds.  Says  St 
Moscovitz  of  money  manager  I 
rella,  Moscovitz  &  Associates  in 
York  City  about  the  funds:  " 
have  to  place  money,  and  they're 
as  discriminating  as  they  should 
John  Gardner  is  manager  of  E 
el's  Convertible  Securities  Series 
states  the  case  for  convertibles 
gives  you  a  chance  to  do  better 
you  might  have  done  in  a  bond  f 
You  may  give  up  a  little  over  a 
mon  stock  portfolio,  but  the  ri 
nowhere  near  as  great."  But  you  c 
say  the  same  thing  for  a  balanced 
tual  fund  where  you  get  the  same 
of  market  straddle.  ■ 
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Statistical  Spotlight 


By  Michael  Ozanian 

Chrysler,  recently  trading  at  37, 
is  really  worth  120.  Genen- 
tech,  last  seen  at  62,  would  go 
to  10  if  there  were  any  justice. 

Such  are  among  the  bold  predic- 
tions from  Max  Zavanelli,  president 
of  Zavanelli  Portfolio  Research,  a 
Chicago-area  firm  that  does  research 
for  banks  and  insurance  companies 
and  manages  $8  million  of  accounts. 
There  are  a  lot  of  variables  in  Zavanel- 
li's  Growth  Rate  Arbitrage  Price  Equi- 
librium    System,  or 
Grapes     model,  but 
earnings  estimates 
weigh  heaviest.  It  is 
not   surprising,   then,  < 
that  Chrysler  is  favored 

Zavanelli  buys 


These  stocks  are  supposed  to  move  up  sharply  year — late  1987  to  mid-1988.  However,  if 
to  reach  their  "efficient"  price.  How  fast?  If  all  the  underlying  earnings  estimates  are 
goes  right,  at  the  end  of  the  issuer's  next  fiscal    wrong,  these  stocks  could  be  losers. 
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9% 

8 
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29 
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19 
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76 

72 

52 
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4.56 

NA 
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5 
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19 

61 

30 
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5.1 

3.00 

NA 
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11 
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22 

20 
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3.30 
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13.33 

NA 
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27 

35-19 

65 

8 

13 

4.22 

4.89 

6.3 

34.10 

high 

reat  Western  Fin'l/svgs  &  loan 

40 

48-23 

104 

18 

20 

6.64 

7.38 

6.1 

29.82 

average 

ome  Group/insurance 

20 

32-16 

59 

NM 

26 

0.21 

3.99 

NM 

19.03 

very  low 

omestead  Financial/svgs  &  loan 

18 

23-10 

73 

18 

27 

5.58 

4.90 

3.2 

14.09 

very  high 

ysor  Industrial/vehicle  &.  refng  eq 

25 

27-19 

73 

21 

25 

2.75 

5.00 

9.2 

17.19 

NA 

)ckheed/aerospace  &.  defense 

45 

60-43 

114 

30 

26 

6.28 

7.69 

7.1 

23.20 

high 

anufacturers  Hanover/bank 

43 

58-34 

118 

12 

11 

8.53 

9.01 

5.0 

70.08 

high 

.eritor  Sav  Bank/svgs  &  loan 

9 

13-  8 

27 

20 

5 

-0.20 

1.41 

NM 

27.22 

very  low 

ranscon/freight  transporter 

y 

12-  6 

22 

4 

13 

0.52 

1.68 

17.1 

11.64 

low 

'ashington  Homes/residential  bldr 

15 

26-  5 

38 

25 

30 

2.14 

2.50 

7.2 

6.29 

NA 

'estern  Tele-comm/telecomm 

17 

28-12 

46 

39 

40 

1.72 

2.80 

9.7 

3.65 

average 

'ickes  Cos/bldg  mtrls,  home  furn 

4 

7-  4 

12 

NM 

19 

0.35 

0.84 

12.5 

3.86 

low 

k  other  investors  chase  asset  plays.  Here  is 
m  old-fashioned  analyst  who  has  placed 
\s  bet  on  return  on  equity. 


Grapes 
of  math 


noi  available,  not  applicable.    NM:  not  meaningful 


Sources  Zavanelli  Portfolio  Research,  Zacks  Investment  Research.  Fount  s 


tries  is  a  screaming  bargain.  "In\ 
tors  have  overreacted  to  the  dv 
dling  sales  of  its  Cabbage  Pa 
dolls,"  says  Zavanelli.  Maybe  so, 
Zavanelli  uses  a  1987  earnings  e 
mate  of  $2.06  to  calculate  an  effici 
price  of  $31  for  Coleco.  In  contr 
Value  Line  is  looking  for  $  1 .50,  whj 
would  have  lowered  the  officii 
price  to  $20. 

Our  tables  include  a  column  on 
amount  of  agreement  among  analy 
For  example,  there  is  very  high  agi 
ment  on  Comair.  This  indicates  rrj 
estimates  are  close  to  the  average  1 
estimate  of  $1.13.  But  with  Coma 
and  Taft  Broadcasting,  theconscnsi 
thin.  In  this  case  there's  a  grea 
chance  that  Zavanelh's 
efficient      price  is 
wrong — a  warning  for 
investors  who  might 
take  the  price  predic-  ; 
tions  too  seriously.  ■ 

Zavanelli  sells  i„ H 


These  issues  don't  look  like  big  earners  for  1987,  recognize  intangible  assets  or  hopes  for 
so  they  seem  overpriced  in  an  earnings-sensitive  technological  breakthroughs.  Notice  that 
model.  The  valuation  formula  doesn't    about  40%  are  medical  and  media  stocks. 


— Price  

— Return 

on — 

 Earnings  

Con 

52-week 

equity 

latest 

per  share 

Recent 

Book 

dem 

Company /business 

recent 

high-low 

efficient 

recent 

est 

12-mos 

est 

P/E 

value 

factl 

Affiliated  Publications/newspaper 

55 

68-29 

31 

20% 

20% 

$1.93 

$2.17 

28.6 

$8.84 

 I 

American  Exploration/oil  &  gas  prod 

2 

5-  2 

1 

NM 

1 

-0.70 

0.01 

NM 

1.15 

Ceradyne/ceramic  products 

14 

21-12 

8 

7 

22 

0.31 

0.53 

44.8 

1.76 

''1 

Cetus/biotechnology 

22 

43-13 

7 

1 

2 

0.04 

0.12 

NM 

7.60 

very  U 

Collagen/biomedical  products 

10 

19-  7 

7 

2 

6 

0.22 

0.40 

46.6 

6.42 

k 

Comcast/cable  TV 

24 

30-19 

6 

14 

8 

0.77 

0.49 

30.5 

5.35 

very  lo 

Genentech/biotechnology 

62 

99-20 

10 

4 

11 

0.25 

0.75 

NM 

6.23 

lc 

Heritage  Comm 'communications 

19 

28-16 

7 

7 

2 

0.27 

0.18 

71.3 

7.11 

very  u 

Homestake  Mining/mnrls  &  energy 

28 

28-20 

12 

4 

7 

0.32 

0.84 

NM 

11.47 

very  It 

LIN  Broadcasting/broadcasting 

46 

56-30 

24 

14 

13 

1.25 

179 

36.9 

11.89 

very  hi| 

LyphoMed/drugs 

16 

26-  8 

11 

11 

21 

0.40 

0.75 

39.4 

3.11 

hi 

Magma  Power/energy 

15 

22-11 

3 

1  1 

5 

0.24 

0.17 

63.5 

3.05 

f| 

Marion  Laboratories/drugs 

36 

50-16 

16 

26 

35 

0.70 

0.98 

51.4 

2.08 

averd 

Medco  Containment  Svcs/drugs 

33 

42-25 

9 

12 

14 

0.39 

0.68 

NM 

4.51 

very  hi 

National  Patent  Dev/hlth  prods 

15 

27-14 

6 

NM 

2 

-1.03 

0.10 

NM 

5.79 

(I 

Neutrogena/skin  care  products 

38 

44-21 

17 

40 

37 

0.79 

1.05 

47.5 

2.04 

t) 

Pioneer  Electronic/consumer  electrs 

26 

29-14 

10 

NM 

6 

-0.04 

0.66 

NM 

10.50 

very  1< 

Porex  Technologies/mail-order  drug 

29 

35-23 

14 

7 

11 

0.72 

1.11 

39.8 

9.64 

hi 

Robinson-Nugent/precisn  mstrmnts 

12 

14-11 

6 

4 

10 

-0.16 

0.48 

NM 

4.90 

1( 

Rouse/real  estate  devel 

29 

35-22 

14 

13 

28 

0.38 

0.95 

75.0 

2.61 

very  lc 

Span-America  Med  Sys/hosp  supplies 

6 

13-  5 

3 

7 

12 

0.08 

0.22 

71.9 

1.67 

8 

Taft  Broadcasting/broadcasting 

109 

121-73 

39 

15 

8 

1.22 

3.06 

NM 

37.16 

avera 

Tele-Communications/cable  TV 

22 

29-15 

4 

3 

2 

0.63 

0.11 

34.1 

3.92 

very  It 

Ventt?x  Labs/biomedical  research 

4 

8-  4 

2 

NM 

8 

-0.01 

0.14 

NM 

1.77 

| 

VLI  Corp/health  care  products 

5 

7—  5 

2 

NM 

2 

-0.28 

0.05 

NM 

2.52 

1 

NA:  not  available,  not  applicable.    NM:  not 

meaningful. 

Sources 

Zavanelli  Portfolio  Researd):  Zacks  Imvstment  Research.  Fond 

over  a  medical  speculation  such  as 
Genentech. 

To  get  what  he  calls  the  "efficient" 
price  of  a  stock — where  it  should  be 
trading — Zavanelli  uses  earnings  esti- 
mates to  calculate  future  book  value 
by  plowing  back  estimated  earnings 
into  equity.  The  earnings  estimate  is 
divided  by  the  expected  book  value  to 
produce  an  estimated  future  return  on 
equity.  Zavanelh's  efficient  price  is 
obtained  by  multiplying  the  future 
book  value  by  the  future  return  on 
equity  divided  by  the  cost  of  capital. 
For  example,  if  the  future  return  on 
equity  is  estimated  to  be  15%  and  the 
cost  of  capital  is  10%,  Zavanelli 
thinks  the  company  would  sell  for  1.5 
times  estimated  book  value. 

What  will  the  cost  of  capital  be  a 
year  or  two  hence?  Ah,  that  is  a  ques- 
tion that  makes  investors  very  ner- 
vous, as  the  recent  volatility  on  Wall 
Street  well  demonstrates.  If  the  cost 


of  capital  in  1987  turns  out  to  be  15% 
rather  than  10%,  Zavanelli  has  over- 
estimated the  price  of  the  stock  in  the 
above  example  by  50%. 

Zavanelli  doesn't  create  his  own 
earnings  forecasts.  He  uses  the  widely 
available  "consensus"  earnings  esti- 
mates from  other  analysts. 

Zavanelli,  40,  a  former  bank  invest- 
ment strategist,  has  been  on  his  own 
since  1979.  He  has  tried  other  invest- 
ment styles,  including  growth-stock 
picking  and  market  timing,  with 
mixed  success.  Since  he  started  man- 
aging accounts,  in  1982,  he  says,  he 
has  averaged  33%  a  year,  10  points 
better  than  the  market.  Most  of  the 
superior  performance,  however,  came 
when  he  had  less  than  $2  million  un- 
der management. 

We  asked  Zavanelli  for  the  25  most 
underpriced  stocks  and  the  25  most 
overpriced.  Besides  Chrysler,  the  Za- 
vanelli model  indicates  Coleco  Indus- 
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lillion  people 
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their  lives 
without  it. 
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Carry  the 
Caring  Card* 


We've  made  a  $100 


Revenues  per  Employee 


1981 

$175,000 

1985 

$285,000 

Percentage  of  P/C  Premiums 
from  Automated  Agents 

1981  8.4% 

1985 

50.3% 

Current  yield  wasn't  our  goal.  A  long-term 
return— aimed  at  reducing  costs  and 
boosting  productivity  through  automa- 
tion—was the  objective.  And  that's  a  key 
part  of  the  new  strategy  that  has  been 
driving  Continental  since  the  early  1980s. 

What  happened  to  the  $100  million? 
Some  of  it  was  spent  on  our  top  indepen- 
dent agents  to  help  them  automate  their 
operations  and  link  up  with  our  main 
computer.  Part  of  the  money  computer- 


ized our  claims  operation.  And  sc 
the  dollars  will  enable  many  of  oil 
ing  units  to  share  on-line  underwi 
information  and  expertise — regan 
their  location  worldwide. 

These  actions  and  other  measun 
cost  effectiveness  have  already  sta 
pay  off.  Automated  agents  are  be\ 
to  give  us  more  business  than  nor 
mated  agents.  And  that  leads  to  m 
itable  business.  Revenues  per  em| 


sen  over  60  percent;  our  claims  pro- 
l  has  been  made  more  efficient 
curate;  and  our  adjusters  can  in- 
verify  most  policyholder  coverages, 
^e  made  other  changes  in  keeping 
ur  new  corporate  strategy.  Like 
nizing  our  resources  to  better  serve 
al  insurance  brokers  and  their  cus- 
>.  And  refining  our  independent 
i  network  in  order  to  develop  long- 
es  with  a  handpicked  group  of 


profit-oriented  agents.  We've  also  added 
new  distribution  channels.  We've  selec- 
tively expanded  our  life  and  health  busi- 
ness, and  developed  new  products  and 
services  for  promising  niche  markets. 

We  believe  today's  Continental  has 
the  future  covered.  Write  for  our  latest 
annual  report:  The  Continental 
Corporation,  Dept.  RG,  Corp.  Comm., 
180  Maiden  Lane,  New  York,  NY  10038. 
Or  call  (212)  440-7747. 


Insi 


M  P7  Continental 
Insurance 

We  have  the  future  covered. 


Statistical  Spotlight 


Here's  an  intriguing  variation  on  Iqw-PIE 
investing:  low-price  investing.  You  literally 
buy  the  cheapest  stocks. 


Cheap-cheap 


By  William  Baldwin 


ONE  OF  FAMOUS  INVESTOR  John 
Tcmpleton's  most  famous  in- 
vestments took  place  in  1939. 
He  told  his  broker  to  round  up  $100 
worth  of  every  listed  stock  selling  for 
$1  or  less,  not  excluding  stock  in 
bankrupts.  In  four  years  he  quadru- 
pled his  money. 

Can  you  make  big  money  off  little 
stocks?  David  Goodman,  an  associate 
professor  at  Southern  Methodist  Uni- 
versity's business  school,  is  giving  it  a 
try,  with  a  stock  tip  service  that  turns 
up  a  lot  of  what  are  popularly  known 
as  cats  and  dogs. 

Goodman  is  at  heart  an  adherent  of 
Iow-P/E  investing,  a  time-honored 
philosophy  that  goes  back  to  Benja- 
min Graham  50  years  ago  and  has 


been  more  recently  popularized  by 
David  Dreman,  the  money  manager 
and  Forbes  columnist.  Goodman's 
variation  on  the  theme  is  to  buy 
stocks  that  arc  cheap  not  only  in  rela- 
tion to  their  earnings  but  also  in  dol- 
lars per  share.  Cheap-cheap.  He  also 
throws  some  other  ratios,  including 
price  to  book  value,  into  the  formula. 

Ben  Graham,  interestingly,  took  an- 
other viewpoint.  He  differentiated  be- 
tween the  two  kinds  of  cheapness.  He 
wanted  stocks  that  were  cheap  only  in 
terms  of  underlying  assets,  not  those 
that  were  cheap  because  there  were  so 
many  shares  outstanding.  Graham 
may  have  missed  something  here. 

Goodman  clearly  thinks  so.  His 
Fortune  Investment  Services  has  pub- 
lished a  monthly  newsletter  since  Jan. 
1  to  apply  his  cheap-cheap  theories.  It 


There's  a  catch 

These  stocks  all  have  P/Es  of  9  or  less — half  that  of  the  market.  They're  also  cheap  in 
dollars  per  share.  To  get  the  bargains,  though,  one  must  accept  some  serious  flaws. 

Company/business 

Recent 
price 

EPS 
last  12 
months 

P/E 

Reason  for  skepticism 

Tubos  de  Acero  de  Mexico/steel  pipe 

1  >/2 

$0.76' 

1.9 

Earnings  in  pesos 

United  Foods/frozen  vegetables 

23A 

1.442 

1.9 

Profits  nonrecurring 

Fidata  Corp/securities  transfer 

6% 

2.723 

2.5 

Good  businesses  sold  to  pay  creditors 

Public  Service  Co  of  NH/utility 

9 

2.494 

3.6 

Seabrook  plant  sits  idle 

Chancellor  Corp/tax-shelter  leases 

9'/4 

2.27 

4.1 

Tax  reform  means  trouble 

Alaska  Mutual  Bancorp/thrift 

5'/4 

1.24 

4.2 

Alaskan  economy  headed  down 

Empire  of  Carolina/plastic  toys 

8% 

1 .96s 

4.5 

Convertible  bonds  dilutive 

Wedtech  Corp/military  pontoons 

7% 

1.08 

6.8 

Minority  contractor  rights  end 

Metro  Airlines/Texas-based  airline 

W« 

1.10 

8.4 

Tax  rate  headed  up 

Kreisler  Mfg/jet  engine  parts 

9Vi 

1.12 

8.3 

Thinly  traded  stock  hard  to  sell 

'Year  ended  12/8S.    -Includes  $1  30  fror 
pretax  from  sale  of  five  subsidiaries. 

i  sale  i  >f  Freeaer  Queen  div 
xcludes  17.34  on  wrltedowri 

sion. 
of  nuc 

Before  tax-loss  carryforward;  includes  $5.-il 
ear  plants.    'FuHy  diluted.  $0.^3 

covers  only  the  stocks  of  small  c 
panics,  because  Goodman  feels 
better-known  companies  arc  too 
picked   over.    Fortune   rates  1 
small-company  stocks.  From  this 
verse,  Goodman  selects  the  stock! 
thinks  will  do  best.  One  of  his  crh 
is  that  the  stock  should  be  chea 
dollars  per  share.  In  the  first  two  q 
ters  of  1986,  Goodman  says,  the 
ranked  stocks  beat  the  market  2- 
One  caution:  He  ignores  transac 
costs,  which  are  significant  on 
priced  stocks. 

The  September  list  calls  for  a  st 
stomach.  One  pick  is  Fidata  C 
(Forbes,  July  1.  1985),  a  troubled  s 
rities  transfer  company  that  got 
gled  in  the  collapse  of  three  rep 
nanciers  (Lion  Capital,  ESM  and 
ill,  Bresler).  All  of  its  recent  earn 
are  from  tax-loss  carryforwards 
the  sale  of  some  subsidiaries.  Top 
the  Goodman  buy  list  is  Tubo; 
Acero  de  Mexico,  which  has  a  P/E 
if  you  take  Mexican  accounting 
ously,  but  isn't  about  to  pay  h 
currency  dividends  anytime  soon 
Goodman  says  he  doesn't  sea} 
guess  the  choices  that  come  out  o: 
computer.  The  hands-off  apprc 
may  make  good  sense.  The  big) 
performer  on  Tcmpleton's  1939 
was  the  preferred  of  a  troubled 
road  considered  beyond  redempti 
In  our  list  below,  we've  simpli 
the  Goodman  formula  by  hun 
through  our  diskettes  for  stocks 
ing  at  P/Es  below  9  (against  a  ma 
average  of  18)  and  at  prices  below 
Five  of  them  are  also  on  Goodm 
current  buy  list. 

If  cheap  stocks  do  deliver  ex 
returns,  it's  presumably  because 
vestors  have  an  emotic 
attachment  to  wini 
and  an  aversion  to  se 
looking  companies.  W 
Merck  (recent  P/E, 
worth  more  per  dolla 
earnings  than  Tubos 
Acero,  it  perhaps  i 
worth  12.5  times 
much.  Such  possibil 
cause  great  consterna 
among  most  academ 
who  argue  that  the  i 
ket  is  efficient  and  c 
be  beaten  with  a  stc 
picking  formula. 

Professor  though  h 
Goodman   doesn't  a 
with  efficient-ma 
buffs.  "They  have  d 
oped  a  proclivity  for  th 
ing  people  are  always 
tional,"  he  says.  "It  ma 
their  models  and  pa] 
come  out  neater."  ■ 
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AT&T  IS  IN  THE 
RTOF  DOING  BUSINESS. 


Paris 


Organizing  a  breakthrough 
show  of  the  best  young  artists 
in  Paris  was  Madame  DuBois' 
biggest  achievement.  An 
achievement  so  big,  she  wanted 
to  duplicate  her  success  in 
America.  But  now  she  faced 
a  new  challenge:  finding  the 
right  gallery  in  which  to  hold 
the  exhibit. 

From  the  telexes  several  U.S. 
gallery  owners  sent  her,  the 
spaces  sounded  less  than  spec- 
tacular. Until  the  owner  of  one 
gallery  called  and  used  his 
powers  of  description  to  help 
her  realize  just  how  perfect  his 
space  would  be. 

Making  your  ideas  come  to  life 
is  just  one  of  the  many  reasons 
to  use  AT&T  International 
Long  Distance  Service  when 
doing  business  overseas.  And 
that's  just  the  beginning  of 
the  services  AT&T  offers  both 
internationally  and  in  the  U.S. 
To  find  out  just  how  well  these 
services  can  work  for  you,  call 
your  Account  Executive  or  an 
AT&T  Sales  Specialist  toll  free 

at  1 800  222-0400.  ©  1986  AT&T 


AT&T 

The  right  choice. 


A  B.A.T  INDUSTRIES  REPORT 
Extracts  from  the  interim  results  for  the  six  months  to  30th  June  1986 


"The  Group  is  achieving 
strong  business  growth " 


PATRICK  SHEEHY,  Chairman 


Six  months  Results 

To  June 
1986 

To  June 
1985 

Change 

Pre-tax  profit 

£539m 

£438m 

+23% 

Earnings  per  share 

21.84p 

16.37p 

+33% 

Interim  Dividend 

5.50p 

4.75p 

+16% 

£1=$1.488  at  22.8.86  ($1,446  at  31.12.85). 

rfb  Earnings  per  share  up  33  per  cent  to  21.84p.  tft*  Ongoing  retail  businesses  show  healthy 

Pre-tax  profit  for  six  months  rose  23  per  cent  growth  in  sales  and  profits,  as  US  disposals 

to  £539  million.  near  completion. 

Interim  dividend  increased  by  16  per  cent  to 

5.50p  (last  year  4.75p).  Strong  growth  in  financial  services  with 

higher  premiums  and  much  better 

•ft*  Profits  from  paper  rose  35  per  cent  to  £111  investment  return, 
million. 

t*l»  Tobacco  volume  increased  although  profit  till!*  Prospects  for  full  year  attractively  ahead  of 

reduced.  1985. 


BAT  INDUSTRIES 


Copies  of  the  full  interim  report  are  available  from 
B.A.T  Industries  (N.Y),  445  Park  Avenue,  New  York,  NY  10022. 


Capital  Markets 


MONEY  &  INVESTMENTS 


nvestors  can  get  taken  in  the  bond  mar- 
ket. Check  around  before  placing  orders. 

COMPARISON 
SHOPPING 


By  Ben  Weberman 


e  careful  when  you  trade  bonds  on 
tie  Exchange.  On  a  recent  day  we 
Dund  one  transaction  that  was 
lore  than  5  points  above  the  open- 
ig  trade  on  the  same  day — $50  on  a 
1,000  face  value  bond.  This  bond 
pened  at  lOPA,  moved  across  the 
ape  at  107  at  the  close  and  was 
ack  to  lOl'A  on  the  next  trade, 
/loves  of  3  and  4  points  are  com- 
aon  for  other  issues.  Why  did 
unencan  Can  13'/4s  of  1993  fall  4 
oints  or  Southern  Pacific  10.35s  of 
994  move  in  a  5'/4-point  range? 

Keep  this  in  mind:  On  most  days, 
rading  volume  reaches  only  $35 
lillion  to  $40  million  on  the  bond 
loor  of  the  New  York  Stock  Ex- 
hange.  Consider  that  against  the 
■illions  of  dollars'  worth  of  bonds 
raded  over-the-counter  by  major 
ealers  such  as  Salomon  Brothers, 
ioldman,  Sachs  and  First  Boston, 
"he  listed  market  is  so  small  and 
hin,  it  is  easy  to  manipulate. 

The  listed  market  can  even  be 
ised  to  manipulate  professionals. 
\n  insider  told  us  this  story:  If  a 
lealer  selling  to  a  fund  wants  to 
harge  a  high  price  for  a  bond — well 
iver  the  going  market — the  dealer 
an  arrange  on  the  bond  exchange 
0-,  20-  or  25-bond  transactions  at 
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high  prices  and  then  use  those 
trades  to  convince  the  professional 
buyer  that  the  market  is  close  to  the 
price  that  moved  across  the  tape. 
The  dealer  then  does  his  larger 
transaction  around  that  artificial 
price.  It's  called  painting  the  tape. 

This  type  of  behavior  takes  place 
in  the  municipal  market,  too,  even 
though  there  isn't  any  listed  market 
to  paint.  The  Blue  List,  carrying  $1 
billion  to  $2  billion  every  day  of 
bond  offerings  by  dealers  to  other 
dealers,  is  the  municipal  equivalent 
of  a  specialist  on  the  NYSE.  Unscru- 
pulous dealers  can  use  the  list — 
which  relies  on  dealers'  quotes — to 
paint  the  municipal  tape. 

It's  not  just  the  tape.  As  this  was 
being  written,  a  friend  who  special- 
izes in  municipals  phoned  to  offer 
New  York  State  Dormitory  Author- 
ity, Long  Island  Jewish  Hospital, 
103/8s  of  2012,  GNMA-collateral- 
ized  bonds.  He  offered  $25,000  of 
the  bonds  at  114.90  to  yield  7.01% 
to  first  call  in  1991,  7.98%  to  par 
call  in  1995.  The  bonds  should  have 
been  priced  at  1 16  to  yield  6.75%  to 
first  call,  7.81%  to  1995,  when  com- 
pared with  similar  issues. 

Why  was  the  price  so  low?  Is 
there  anything  wrong  with  the  is- 
sue? "No,"  was  the  answer.  "You 
know  how  traders  behave  when 
they  are  asked  to  bid  on  a  retail 
amount.  They  try  to  steal  the  bonds. 
This  time  they  did.  And  I  can  offer 
them  to  my  customers  at  bargain- 
basement  prices."  His  firm's  traders 
had  taken  advantage  of  a  naive  sell- 
er to  buy  the  bonds  cheaply. 

The  lesson  from  these  experi- 
ences is  that  anyone  buying  or  sell- 
ing bonds  must  go  to  at  least  two 
sources  for  quotes.  One  way  to 
check  is  to  get  a  quote  from  your 


broker  and  then  phone  another  deal- 
er for  his  price.  The  two  prices 
should  be  in  the  same  range. 

For  corporates  or  even  munici- 
pals, it  would  be  wise  to  try  a  dis- 
count broker.  Each  would  shop  the 
market  and  then  charge  the  cheap- 
est price,  plus  a  commission  from 
$4  to  $5  per  $1,000  par  value,  and  a 
minimum  varying  from  $25  to  $35. 

Full-service  brokers  have  much 
greater  variation  in  their  charges. 
Charges  can  even  vary  among  ac- 
count executives  at  the  same  firm, 
because  fees  are  negotiable.  Typi- 
cally, the  commission  minimum  is 
$25,  plus  the  offered  side  of  the  bid- 
asked  spread  or  less  the  bid  side. 
The  commission  might  be  1  point, 
or  $10,  per  $1,000  for  up  to  $9,000. 
For  $50,000  or  more  the  charge  is  $5 
a  bond.  That's  more  than  the  dis- 
count broker  charges  but  still  rea- 
sonable enough.  But  where  the  in- 
vestor can  be  hurt  is  in  the  bid  and 
asked  price — the  spread — which  can 
vary  from  1  point  to  2  points  on  an 
active  issue  and  up  to  5  points  or 
more  on  inactive  issues.  In  short,  an 
innocent  buyer  could  end  up  paying 
as  much  as  $600  in  spreads  and 
commissions  on  a  $10,000  order. 

When  we  priced  Northern  States 
Power  of  Wisconsin  9 'As  of  1999,  a 
discount  broker  quoted  retail 
amounts  at  99-100,  with  another 
point  on  each  side  as  commission, 
for  a  total  of  3  points.  A  wire  house 
at  the  same  time  quoted  97%  to  100 
for  $10,000  of  bonds  and  added  2 
points  on  either  side,  for  a  total  6% 
points. 

So  what  should  the  average  inves- 
tor do?  He  should  not  buy  bonds  in 
amounts  of  less  than  $100,000,  un- 
less he  is  going  to  hold  them  five  or 
ten  years.  For  the  less-than- 
$100,000-per-issue  investor,  who 
does  not  know  how  long  he  will 
hold,  it  is  better  to  invest  through  a 
no-load  mutual  fund.  The  purchase 
and  subsequent  sale  will  cost  you 
zero.  There  will  be  an  annual  man- 
agement fee  of  between  50  cents 
and  $1  on  every  $100  market  value. 
This  is  a  lot  cheaper  than  a  spread  of 
4%  and  5% .  But  watch  out  for  funds 
that  charge  sales  loads.  These  can 
end  up  costing  you  twice:  once  for 
the  sales  load  and  then  again  on  the 
management  fees.  A  fund  with  a 
6.75%  load  is  equivalent  to  paying  a 
7.24%  spread  and  commission  at 
time  of  purchase. 

Funny,  isn't  it?  What  looks  like 
the  safest  part  of  the  securities  mar- 
ket is  a  jungle  for  the  unwary.  ■ 


The  Big  Portfolios 


MONEY  &  INVESTMENTS 

How  are  money  managers  positioning 
themselves  for  the  fourth  quarter? 

ON  TIPPY  TOES 


By  Susan  Lee 


Question:  If  bond  prices  fall  in  the 
tank  while  commodities  prices  are 
leaping  out,  can  inflation  and  a  soft 
stock  market  be  far  behind? 


The  folks  who  run  big  money  are 
nothing  if  not  cautious.  A  question 
like  "How  do  you  see  the  market  for 
the  rest  of  the  year?"  elicits  deep 
sighs,  throat  clearing  and  phrases 
like  "period  of  transition."  A  typi- 
cal response,  for  example,  comes 
from  Solon  Patterson  of  Atlanta's 
Montag  &  Caldwell,  who  says:  "We 
see  as  many  reasons  for  the  market 
to  go  up  as  go  down  in  the  next  few 
months." 

All  this  hedging  centers  on  wor- 
ries about  interest  rates  and  the 
economy.  Many  money  managers 
fear  that  the  Fed  will  not  cut  the 
discount  rate  again  anytime  soon 
and  so  rates  have  bottomed.  If  the 
economy  heats  up,  rates  could 
bounce  up  with  it — and  so  could 
inflation.  But  will  the  economy 
heat  up?  Here,  again,  money  mana- 
gers' answer  of  choice  is  maybe  yes 
and  maybe  no. 

The  net  is  that  a  lot  of  money 
runners  are  just  sitting  on  their 
hands.  Which  helps  explain  why  the 
market  seems  to  lack  clear  direc- 
tion. Charlie  Parker  of  Continental 
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Insurance  says  his  portfolio  is  still 
skewed  toward  defensive  and  inter- 
est-rate-sensitive stocks,  such  as 
utilities  and  banks.  However,  he 
points  out  that  if  interest  rates  stop 
declining,  those  stocks  will  look  a 
little  too  high.  "It  is  probably  too 
early  to  look  at  quality  technology 
companies  like  IBM  and  Hewlett- 
Packard,"  Parker  says,  "but  on  a 
valuation  basis  they  are  begining  to 
look  a  little  better." 

If  Parker  is  in  a  wait-and-see 
mood  on  his  interest-sensitive  hold- 
ings, Bo  Duncan  of  Pacific  Century 
Advisers  has  been  selling  his  finan- 
cial stocks,  like  Franklin  Resources, 
the  investment  management  group. 
And  Greg  Clark  of  Alliance  Capital 
says  he  has  sold  half  of  his  savings 
and  loans,  and  some  regional  bank 
stocks;  he  is  also  now  underweight- 
ed  in  drugs.  But  [ohn  Kuhn  of  Rol- 
lert  &  Sullivan,  who  admits  to  being 
in  a  "quandary"  about  the  direction 
of  the  economy,  is  holding  on  to 
some  drug  stocks,  like  Squibb. 

By  and  large,  then,  the  big  players 
are  either  neutral  or  down  on  the 
defensive-type  stocks  that  led  the 
market  so  far.  The  bet  for  these 
players  is  that  with  an  economic 
pickup,  cyclicals  will  lead  the  mar- 
ket. But  since  they  aren't  convinced 
about  the  timing  of  a  pickup  in  the 
currently  sluggish  economy,  the 
money  runners  are  being  very,  very 
selective;  I  don't  hear  much  enthu- 
siasm for  deep  cyclicals  like  steel  or 
machinery. 

Dee  Taggart  of  Shearson  Asset 
Management,  for  example,  is  begin- 
ing to  look  at  the  rail  stocks.  And 
Clark  is  eyeing  "only  lean  compa- 
nies, ones  which  could  benefit  from 
3%  to  4%  GNP  growth,  have  pared 
down  their  costs  and  have  probably 


been  hurt  by  imports." 

In  general,  money  movers  are  e 
ing  industries  that  will  benefit  fr 
an  improvement  in  capital  spe] 
ing,  particularly  technology  4 
computers — companies  like  IB 
Hewlett-Packard,  Apple,  Tandy  a 
AMP,  the  world's  largest  produi 
of  electrical  and  electronic  conn 
tion  devices. 

Alliance  Capital's  Clark  thin 
that  technology  companies  are  p 
ticularly  attractive  because  man> 
them  are  selling  close  to  book  val 
at  small  multiples  of  cash  flow  a 
have  low  levels  of  debt.  He  likes  1 
Logic  Corp.  and  VLSI  Technolo 
both  semiconductor  compani 
"These  are  the  leaders  in  their 
spective  areas,"  Clark  says.  "Th 
have  no  debt  and  a  positive  a 
flow." 

Pacific  Century's  Duncan,  ti 
has  been  getting  into  technolo. 
He  likes  Maxtor  Corp.,  which  1 
signs  and  manufactures  Winches 
disk  drives,  and  Siliconix,  whi 
makes  specialty  and  standard  ser 
conductor  products.  "Both  com] 
nies,"  says  Duncan,  "already  ha 
good  earnings  growth." 

Other  names  I  hear  mentioned 
buying  candidates  if  the  econor 
picks  up  are  Cipher  Data  Produc 
the  leading  maker  of  magnetic  ta 
drives,  and  Dataproducts  Corp., 
big  producer  of  computer  printe 
data  communications  and  aei 
space  equipment. 

There's  also  a  fair  amount  of  i 
terest  in  stocks  that  should  bene 
from  the  new  tax  bill.  Solon  Patt< 
son,  for  instance,  favors  retail  coi 
panies,  which,  he  thinks,  will  ber 
fit  from  increased  consumer  sper 
ing  under  the  new  tax  law — he 
for  instance,  high  on  K  mart.  A 
Kuhn  is  up  for  media  compani 
like  the  New  York  Times,  Ganne 
and  Capital  Cities/ ABC. 

But  I  repeat:  There's  not  mu 
enthusiasm  right  now  for  jumpi: 
in  with  both  feet.  Some  money  ru 
ners  have  started  to  jump  into  eye 
cals,  but  others  are  just  plain  jump 
(And  who  can  blame  them  when  tl 
market  can  either  lose  86  or  gain 
points  in  just  one  day?)  Says  Rolk 
&  Sullivan's  Kuhn:  "The  outlook 
murky  and,  all  in  all,  confusing 
the  market  goes  to  new  highs,  th« 
collapses,  and  then  spikes  to  ne 
highs  again." 

With  an  opinion  like  that,  expe 
the  market  seesaw  to  continue  uni 
the  economic  indicators  turn,  we 
less  murky.  ■ 


The  Adventurers 


r  26  million  mature  Americans,  it's  the  time  of  their  life. 


New  jobs.  New  hobbies.  New 
interests.  For  most  of  mature 
America,  every  day  is  a  new 
adventure.  Like  never  before, 
they're  feeling  a  lot  better.  About 
themselves,  their  lives,  their  con- 
tributions to  society.  For  the  first 
time,  they  have  new  time  to  exer- 
cise their  bodies,  their  minds,  their 
options.  They're  pouring  their  new 
found  energy  into  new  projects. 
Helping  to  fight  crime  in  their 
communities.  Doing  something  as 
basic  as  learning  to  cook.  Discov- 
ering life's  simple  little  pleasures 
all  over  again. 

For  26  million  mature  Americans, 
the  authority  on  their  new  lifetime 
is  Modern  Maturity  Magazine. 
In  every  issue  minicourses  educate.  Articles 
stimulate.  Opening  new  horizons, broadening  their  vision, 
teaching  them  about  new  health, 
new  food,  new  culture.  Helping 
them  chart  their  new  life  course. 
For  fifty  and  beyond,  the  real 
adventure  is  only  just  beginning. 

If  you  have  something  to  say 
to  mature  America,  add  your 
voice  to  their  voice-in-print, 
Modern  Maturity  For  advertis- 
ing details,  call  Peter  Hanson 
at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


Stock  Trends 


MONEY  &  INVESTMENTS 


From  now  until  the  year-end,  the  stock 
market  could  continue  to  have  wild  and 
woolly  intraday  and  day-to-day  swings. 

GOOD  QUESTION(S) 


By  Ann  C.  Brown 


"Is  the  bull  market  over?" 

"Why  do  scaty  things  happen,  like  the 
ah)iost  90-point,  one-day  drop  in  the 
DJl  in  mid-September?" 

"Why  are  the  prices  of  bonds  and 
interest-sensitive  stocks  falling,  in  spite 
of  recent  cuts  in  both  the  discount  and 
prune  rate?" 

"If  gold  is  soaring,  should  I  sell  my 
stocks  and  buy  the  precious  metals?" 

"What  are  the  chances  that  the  third- 
quarter  GNP  will  be  down  and  we  are 
already  in  a  recession?" 

"Won '/  tax  reform  hurt  profits,  which 
aren't  in  great  shape  as  it  is?" 

"What  happens  to  the  market  if  the 
Republicans  lose  in  November?" 

The  mere  fact  that  such  questions 
are  on  the  minds  of  so  many  inves- 
tors militates  against  any  runaway 
market  on  the  up  side  between  now 
and  year-end.  Whenever  more  read- 
ers ask  when  to  sell  rather  than 
what  to  buy,  the  market  usually 
makes  little  forward  progress. 

Has  the  market  topped  out?  Let's 
put  it  this  way:  Probably  most 
stocks  have  seen  their  highs  for 
this  year.  Full  multiples  and  empty 
prospects  for  better  than  expected 
earnings  for  1986  could  make  it 
difficult  for  many  issues  to  hold 
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their  ground,  let  alone  make  mean- 
ingful gains  in  the  dozen  or  so 
weeks  ahead.  One  exception  could 
be  the  oil  stocks,  if  OPEC  manages 
to  extract  promises  of  more  pro- 
duction cutbacks  from  member 
and  nonmember  oil  producers. 
This  could  cause  the  petroleum 
stock  prices  to  rise  and  boost  the 
stock  market  indexes,  which  are 
heavily  weighted  with  oils  (assum- 
ing that  the  prices  of  other  stocks 
in  these  indexes  remain  relatively 
constant,  which  they  are  unlikely 
to  do  if  it  appears  that  oil  prices 
will  increase  significantly). 

I  suspect  that  the  declining  price 
of  Treasury  bills  and  the  rising  price 
of  gold  and  other  precious  metals 
are  not  entirely  unrelated.  One  rea- 
son could  be  that  foreign  purchasers 
of  American  debt  are  sending  a  mes- 
sage to  the  U.S.  to  get  its  fiscal 
house  in  order.  To  date,  these  over- 
seas bondholders  and  bond  buyers 
have  seen  few  signs  that  Congress  is 
making  other  than  verbal  progress 
on  deficit  reduction.  The  failure  to 
do  so  could  invite  a  resurgence  of 
inflation.  Also,  the  decline  in  the 
dollar  is  beginning  to  hurt,  and  the 
nations  owning  our  debt  instru- 
ments appear  increasingly  unwill- 
ing to  expose  themselves  to  addi- 
tional adverse  currency  translation. 

Yet  I  would  not  recommend  in- 
vesting in  the  precious  metals  over 
stocks  for  the  fundamental  reason 
that  I  think  inflation  may  remain 
relatively  low  over  the  near  term. 
However,  this  is  not  to  say  that  the 
nimble  and  quick  won't  make  mon- 
ey trading  the  shiny  stuff. 

As  for  interest  rates,  I  think  they 
will  trend  down,  and  bond  prices 
will  ease  back  up.  That  is  if  U.S. 
business  borrowing  continues  to 


moderate  and  consumers  decide 
reduce  their  debt  burdens  if  tax 
form  passes  and  makes  it  impo 
ble  to  deduct  most  credit  charj 
from  their  income  taxes  next  ye; 

Although  third-quarter  GNP 
suits  won't  be  known  for  a  month 
so,  educated  guessers  are  bettinj 
might  be  a  downer  unless  the  Li 
to-no  interest  rates  on  automofc 
purchases  perk  up  the  otherw 
lackluster   period.  However, 
fourth  quarter  could  show  marke 
improved  GNP  growth  if  the 
reform  proposal  passes  and  consu 
ers  rush  to  buy  big-ticket  items 
order  to  take  advantage  of  the 
ductibility  of  sales  taxes  this  y 
(not  allowed  under  the  new  prop 
al).  At  the  moment  the  outlook 
GNP  growth  in  the  first  quarter 
1987  is  bleak — in  large  part  becai 
of  the  expected  anticipatory  buy 
later  this  year. 

As  for  the  upcoming  electic 
and  what  could  happen  to  the  stc 
market  if  the  Republicans  sust 
losses,  the  answer  is  more  to  whi 
and  by  how  much.  The  GOP's  ci 
trol  of  the  Senate  is  vulnerable,  1 
the  conservative  orientation  of 
upper  house  is  not  likely  to  chat 
because  of  the  basically  pro-Rea^ 
support  of  the  southern  Democr 
If  there  is  a  sweeping  victory  by 
liberals,  the  market  could  sell 
sharply  and,  while  this  seems  i 
probable,    the    possibility  co 
dampen  bullish  enthusiasm. 

From  now  until  the  end  of 
year,  the  stock  market  could  ci 
tinue  to  have  wild  and  woolly  int 
day  and  day-to-day  swings.  Volu; 
could  continue  heavier  than  in  l 
past — particularly  if  tax  refo 
eliminates  the  preferential  tre 
ment  of  long-term  capital  gai 
This  could  benefit  the  broker: 
stocks,  which  already  are  attracti 
because  many  of  the  compan 
could  be  paying  noticeably  lov 
corporate  taxes  next  year. 

In  order  of  preference:  I'ameW 
her  (27),  currently  selling  at  8  tin 
fiscal  1987  estimated  earnings  ] 
share  of  $3.40  to  $3.50;  First  BoSi 
'  (47),  in  anticipation  of  strong  ea 
ings  growth  from  global  underwi 
ing  operations;  Merrill  Lynch  [2. 
where  sheer  size  and  expansion 
financial  services  could  cause  ea 
ings  to  grow  from  an  estimated 
per  share  for  1986  to  $3.60  or  mi 
in  1987;  and  Quick  &  Reilly  (25),  a 
speculation,  currently  down  3S 
from  its  high  of  $40  per  share  earl 
this  year.  ■ 


INANCIAL  INFORMATION 
0  INSIDE,  IT'S  ALMOST 
IKE  BEING  A  MEMBER 
IF  THE  BOARD. 

§j  it  comes  to  your  investments 
e  is  money"  is  not  a  cliche, 
ospel.  The  longer  it  takes 
to  find  out  what  insiders  know, 
nore  it  costs  you.  That's  why  it 
;  to  watch  Financial  News 
vork  on  cable  television. 

h  6am  to  7:30pm,  Monday 
Jgh  Friday,  FNN  provides  a 
stant  stream  of  news  as  well  as 
k,  bond  and  commodity 
ates  and  analyses. 


There  are  commentaries  and 
interviews  with  personalities  who 
are  a  veritable  "who's  who"  of 
business,  economics  and  personal 
finance.  There  is  also  FNN's 
continuous  coverage  of  NYSE 
and  AMEX  trading,  plus  the  only 
NASDAQ  "over  the  counter" 
stock  ticker  anywhere.  And  it's 
all  live  and  immediate.  In  fact, 
when  news  breaks,  FNN 
viewers  know  it  and  can  use 
it  within  minutes. 
That's  about  as  inside 
as  you  can  get. 


Another  benefit.  FNN  viewers  can 
also  purchase  DBC/MarketWatch 
services  for  real  time  stock  and 
option  quotes  direct  to  their 
personal  computers. 


FINANCIAL  NEWS  NETWORK 
AS  INSIDE  AS  YOU  CAN  GET 

So  tune  in  FNN  today. 
Consult  your  local 
cable  listings  for  the 
FNN  channel  or  call 
your  cable  operator. 
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Growth  Stocks 


MONEY  &  INVESTMENTS 


If  you  re  looking  for  things  to  worry 
about,  the  federal  deficit  isn't  one. 


MYTHS  TO 
FRIGHTEN 
CHILDREN 


By  Kenneth  L.  Fisher 


When  you  get  events  like  last 
month's  80-plus  point,  one-day 
crash  in  the  Dow  on  record  volume, 
people  panic.  But  don't  let  mass 
hysteria  throw  you  off  course  from  a 
sound  long-term  investment  pro- 
gram. The  most  severe  and  real 
problem  for  most  investors  should 
be  finding  stocks  with  real  value — 
particularly  so  in  a  market  that  is  up 
130%  in  four  years.  Stick  to  unpop- 
ular stocks  of  good  companies. 

But — some  people  say — isn't  the 
federal  deficit  so  bad  that  it  threat- 
ens the  entire  economy,  unpopular 
stocks  included?  Not  so.  While  you 
read  lots  of  media  hype  about  the 
deficit,  and  politicians  babble  about 
it  no  end,  the  deficit/federal  debt 
hysteria  is  just  one  of  many  scare- 
crows needlessly  frightening  folks 
from  sound  investment  policies. 

The  crucial  issue  isn't  the  defi- 
cit's size  or  total  federal  debt,  but 
our  ability  to  service  that  debt.  The 
fact  is,  total  federal  debt  is  a  smaller 
percentage  of  GNP  than  it  was  in 
the  mid-1960s,  and  lots  lower  than 
in  the  1950s.  Public  debt  as  a  per- 
centage of  GNP  reached  a  peak  of 
about  120%  during  World  War  II. 
For  the  next  30  years  we  shrank  that 


Kenneth  L.  Fisher  is  a  money  manager  based 
in  Woodside,  Calif  His  book  Super  Stocks  is 
published  by  Dow  Jones-Irwin. 


ratio.  Even  in  years  when  we  ran 
budget  deficits,  debt  shrank  relative 
to  GNP  because  real  growth  and 
inflation  raised  the  ratio's  denomi- 
nator more  than  the  deficits  raised 
its  numerator.  Inflation  was  a  big 
force,  boosting  our  repayment  pow- 
er by  lowering  the  debt's  value. 

By  1955  the  120%  had  dropped  to 
58%.  By  1965  it  was  42%,  and  by 
1975  it  reached  a  40-year  low  of 
25%.  Since  then,  things  have  wors- 
ened. Yes.  That  much  is  true.  The 
deficits  have  grown,  and  the  ratio 
has  risen.  Risen  to  where?  Only  to 
the  low  40s.  Nothing  like  what  we 
lived  with  years  ago. 

Another  way  to  look  at  the  deficit 
is  to  compare  it  with  those  of  other 
countries.  Over  the  last  five  years 
our  deficit  has  averaged  about  3%  of 
GNP.  Other  countries?  In  Japan  it's 
7.4%;  in  Germany,  2.5%;  in  France, 
2.6%;  in  England,  3.5%;  in  Canada, 
5%.  But  the  worriers  say  the  deficit 
and  debt  load  are  worse  for  us  be- 
cause our  savings  rate  is  lower. 
That,  too,  is  exaggerated.  As  Susan 
Lee  demonstrated  in  a  compelling 
article  (Forbes,  Dec.  16,  1985),  the 
differences  are  mainly  in  account- 
ing and  how  we  do  our  savings 
now — like  pension  plans. 

It  isn't  clear  to  me  that  the  much 
heralded  deficit  even  exists — if  you 
account  for  it  right.  If  Du  Pont  kept 
its  books  the  way  Uncle  Sam  does, 
that  stalwart  chemical  giant  would 
have  run  deficits  virtually  nonstop 
for  decades.  But  Du  Pont  rolls  right 
along,  and  with  good  company. 
Why?  When  a  business  builds  a 
plant,  buys  a  car  or  a  computer,  it 
capitalizes  the  item  on  its  balance 
sheet  and  slowly  counts  it  as  ex- 
pense over  the  asset's  estimated 
life.  But  Uncle  Sam  doesn't  keep  a 


balance  sheet.  When  it  buys  th< 
same  items,  it  expenses  them  1 
mediately.  A  major  portion  of  1 
companies  in  The  Forbes  5C 
would  run  deficits  if  their  boo 
were  kept  via  the  government's 
traconscrvative  cash  basis. 

Our  major  airports  are  worth 
few  billion  bucks  each.  Ditto  for  t 
highway  system.  The  military  s 
tern.  The  Postal  Service.  The  pai 
and  forest  lands.  There's  also  t 
small  stuff,  like  computers  a 
trucks.  The  government  is,  by  f 
the  largest  buyer  in  every  major  c 
egory  of  big-ticket  items,  but  th« 
purchases  are  all  expensed  imme 
ately — even  raw  land. 

Then  there  are  the  huge  budd 
surpluses  generated  by  states  al 
municipalities — which  total  almc 
half  of  the  official  federal  defic 
but  are  financed  by  federal  govei 
ment  transfer  payments  of  $100  b 
lion-plus.  The  states  and  municip 
ities  also  understate  their  surplus' 
because  they  don't  capitalize  th< 
asset  purchases  either. 

So  if  you  lumped  the  federal  gc 
ernment,  states  and  municipaliti 
together,  and  treated  all  their  ass 
purchases  the  way  corporations  c 
you  would  either  have  vaporiz 
the  government  "deficit"  or  cor 
damn  close.  As  a  percentage 
GNP?  It  would  be  so  small, 
wouldn't  be  worth  mentioning. 

Don't  get  me  wrong.  There  a 
real  problems — like  the  growth 
government  spending.  Since  19 
federal  spending  has  risen  11%  p 
year.  Worse,  it  grew  from  abo 
18%  of  GNP  to  24%  now.  If  tho 
relative  growth  rates  continue, 
would  take  only  a  shocking  96  ye<: 
for  the  government  to  take  over  tl 
whole  GNP — everything.  And  Pre 
ident  Reagan's  11%  annual  proflig 
cy  is  even  higher  than  Carter's  ws 
once  you  adjust  for  the  lower  mfl 
tion  during  Reagan's  terms. 

If  you  want  to  worry,  then,  won 
about  the  trend  in  governrae: 
spending.  But  despite  a  fnghtenin 
sounding  federal  deficit  and  sea 
air  pockets  in  the  stock  market,  o 
"world  is  not  coming  to  an  end. 
will  continue  to  reward  folks  wf 
buy  good  stocks  when  they  a 
cheap  and  hold  them  until  the  ma 
ket  recognizes  their  merits. 

Here  are  three  I  like  now  becau: 
(1)  they  are  good  companies  and  ( 
they  aren't  winning  populan 
awards:  Chatham  Manufacturing  (21 
Grantree  Corp.  (7)  and  Wolverit 
World  Wide  (10).  ■ 
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MERGERS  &  ACQUISITIONS  II 

Be  On  Hand  With  Your  Investment  Banking  Capability  Story 
In  This  FORBES  Special  Advertising  Supplement. 


ue  Date :  December  15,1 986    Closing  Date :  October  20, 1 986 

vestment  bankers  play  major  roles  amid  the 
ind-to-hand  negotiations  involved  in  the  volumi- 
»us  merger  and  acquisition  deals  currently  re- 
'ucturing  American  business.  FORBES  presents 
i  exciting  opportunity  for  investment  banking 
ms  to  promote  their  M&A  skills  and  track  records 
a  special  advertising  supplement-Mergers  & 
;quisitions  II. 

The  supplement  is  a  continuation  of  FORBES' 
ghly  successful  M&A  supplement  that  appeared 
June  1986.  Written  by  Laurie  Meisler,  a  noted 
lancial  writer  and  author  of  three  previous 
3RBES  supplements  on  the  subject,  M&A  II  will 
(amine  the  activities  and  trends  taking  place  dur- 
g  the  second  half  of  1 986.  Among  other  things, 
e  supplement  will  include: 
The  best  proven  defense  strategies  over  the 
year. 

The  most  interesting  transactions  of  the  year. 
Significant  legislative  developments. 
Trends  in  the  leveraged-buyout  business. 


•  The  outlook  for  merger  and  acquisition 
activities  in  1987. 

Advertisers  in  the  Mergers  &  Acquisitions  II 
supplement  will  receive  valuable  benefits  in  addi- 
tion to  surrounding  your  messages  with  this  posi- 
tive and  supportive  text.  Supplement  reprints  will 
be  mailed  to  CEOs  of  middle  market  companies 
and  will  be  supplied  to  all  advertisers.  Additionally, 
FORBES  will  list  all  participants  on  a  reader  re- 
sponse card. 

Secure  your  company's  upper  hand  in  M&A 
circles.  Reach  senior  corporate  executives  and 
financial  decision-makers  with  FORBES'  Merg- 
ers and  Acquisitions  II  special  advertising  supple- 
ment. For  reservations  and  information,  contact 
your  FORBES  representative  or  call  ARNOLD  J. 
PRIVES  at  (2I2)  620-2224. 

Forbes 

Capitalist  Tool 

*  Forbes  Magazine-60  Fifth  Ave  NV.NY  10011 
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MONEY  &  INVESTMENTS 


No,  the  hull  market  isrit  over.  However, 
leadership  is  about  to  switch. 


WHAT'S  NEXT? 


By  Srully  Blotnick 


If  you  really  want  to  understand  the 
stock  market's  mid-September 
tumble — and  make  some  money  be- 
sides— then  stop  worrying  about 
programmed  trading,  the  tax  bill, 
the  economy  and  interest  rates. 
None  of  these  factors  has  been  re- 
sponsible for  the  market's  recent 
gyrations — they  merely  intensified 
a  reaction  already  under  way. 

Reaction  against  what?  Against 
an  overdone  trend.  To  explain  what 
I  mean,  let's  look  briefly  at  the  last 
25  years.  During  that  quarter  of  a 
century,  which  group  of  stocks  do 
you  think  was  rated  the  most  con- 
sistently boring  by  the  investors  I 
surveyed  repeatedly?  Apparel,  ma- 
chine tools,  paper  products,  truck- 
ing, steel  or  cement? 

None  of  the  above.  More  lacklus- 
ter in  the  eyes  of  investors  than  any 
of  these  six  was  the  food  group. 
Throughout  the  1960s  and  1970s 
virtually  every  investor  I  inter- 
viewed who  claimed  to  be  even 
marginally  interested  in  "perfor- 
mance" shunned  stocks  like  Borden 
and  Beatrice.  To  hotshots  comfort- 
ably mouthing  arcane  names  that 


Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
now  available  in  paperback,  and  The  Cor- 
porate Steeplechase. 


ended  in  "-onics"  and  "-etics," 
these  stocks  seemed  dull  and,  as 
some  described  them,  even  "dead." 

What  changed?  The  collapse  of 
commodity  prices  in  the  early 
1980s  made  the  predictable — 
though  small — earnings  gains  of  the 
big  food-processing  companies 
more  appealing  by  comparison.  Be- 
sides, with  the  prices  of  wheat,  corn 
and  soybeans  sliding,  the  annual 
growth  in  food  company  earnings 
might  be  expected  to  increase,  since 
the  raw  materials  costs  of  these 
companies  were  decreasing.  In 
short,  shrewd  investors  recognized 
that  there  was  a  profitable  way  to 
play  the  severe  distress  in  the  agri- 
cultural sector.  Buying  Kellogg  and 
CPC  was  the  equivalent  of  selling 
the  farm  belt  short — a  smart  thing 
to  do  between  1980  and  1985. 

How  wonderful,  then,  to  have  dis- 
covered a  group  that  tends  to  hold 
its  own  during  recessions,  while 
other  groups  are  gushing  red  ink,  yet 
thrives  during  an  economic  rebound 
like  the  one  the  U.S.  has  been  expe- 
riencing since  1982. 

Other  areas  of  the  stock  market 
might  represent  a  gamble,  but  here 
at  least  was  "a  sure  thing."  Individ- 
ual and  institutional  investors  alike 
shared  the  view,  but  what  they 
didn't  realize  was  that  they  were 
creating  a  bubble — a  dangerously 
inflated  balloon. 

Why  did  a  bubble  result?  Because 
the  typical  company  in  the  food 
group — Borden,  Pillsbury  or  Quak- 
er, say — had  sales  of  $4  billion  to  $5 
billion  but,  thanks  to  its  slow 
though  steady  growth,  only  40  mil- 
lion to  50  million  shares  outstand- 
ing. That  may  seem  like  a  lot,  espe- 
cially compared  with  the  kind  of 
small  over-the-counter  stock  that 


usually  becomes  involved  in  a  bnl 
ble.  However,  compared  with  the 
number  of  common  shares  oifll 
standing  at  the  maior  oil  compa 
nies,  it  is  very  small.  Mobil  rt/owl 
with  more  than  400  million  shafl 
outstanding,  has  a  capitalization 
that  nearly  equals  that  of  the  entM 
food  group  combined. 

The  collapse  of  oil  prices,  and  thai 
money  pouring  out  of  oil  stocks  am 
into  food  stocks,  thus  had  a  disproj 
portionate  effect — especially  sinll 
the  food  companies  were  buyiajl 
back  their  own  shares  at  the  timll 
So  the  upward  trend  in  the  price  II 
these  shares  accelerated  to  unsJI 
tamable  levels:  Quaker,  at  1 7  in  Auj 
gust  1982,  reached  50  within  tty 
past  12  months,  and  then  shot  to  84) 
Sara   Lee   (formerly  Consolidated 
Foods),  also  at  17  then,  climbed  fflj 
41  within  the  past  52  weeks,  anal 
then  rocketed  to  73.  Similar  action 
was  seen  in  the  shares  of  Hersheyl 
General  Mills,  Dart  &  Kraft,  CPC 
Borden,  Heinz,  Kellogg,  Pillsburyjj 
Quaker  Oats  and  Ralston  Purina.il 

Something  was  needed  to  wash! 
down  the  food,  so  Coca-Cola  joined! 
the  pack,  as  did  other  soft  dnnlj 
producers.   Many  people  like  II 
watch  television  while  they  eat  anc 
drink,  so  CBS,  ABC  and  NBC  (vii 
RCA)  also  found  favor. 

It  had  to  end  at  some  point.  It 
essence,  investors  overate.  Thfl 
mid-September  plunge  was  the  in 
testinal  reaction  to  the  state  of  comi 
placency  that  had  developed.  Thd 
stocks  they  had  bought  were  indeec 
"for  all  seasons,"  good  times  and 
recessions,  but  not  at  the  loft) 
prices  to  which  they  had  accidentali 
ly  driven  them. 

The  securities  involved  in  th^ 
current  bubble  are  basically  sound! 
Any  collapse  that  occurs  won't 
total.  It  can't  be;  the  companies  u\ 
worth  good  money,  as  the  rash  oj 
recent  takeovers  in  these  industrid 
demonstrates. 

However,  a  change  in  stock  mar 
ket  leadership  was  inevitable  andii 
finally  taking  place,  though  a  bij 
turbulently.  Where  to  look  for  bail 
gains?  Groups  out  of  favor  in  recenl 
years,  such  as  oil  and  oil  service 
stocks,  high  technology — computi 
ers,  electronics,  semiconductors 
and  software. 

The  bull  market  isn't  over.  Bui 
the  action  is  about  to  shift.  New 
players  are  elbowing  their  way  to 
the  fore  as  part  of  a  slowly  recover] 
ing  economy — and  $20-per-barrel 
oil  prices — in  1987.  ■ 
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How  you  can  advertise  in  Chinas 
first  general  business  magazine . . . 


INTERNATIONAL  BUSINESS  AND  MANAGEMENT 


A  new  monthly  business  magazine  directed  to 
25,000  business,  trade  and  government  officials 
in  the  Peoples  Republic  of  China. 


International  Business  and 
Management  will  be  jointly  pub- 
lished by  Business  Week  and 
International  Management  and 
the  China  Foreign  Economic 
Relations  and  Trade  Publishing 
House  (an  organization  associated 
with  the  Chinese  Ministry  of  For- 
eign Economic  Relation  and  Trade). 

International  Business  and 
Management  will  consist  of  arti- 
cles translated  into  Chinese  from 
Business  Week,  Business  Week 
International,  and  International 


Management,  all  McGraw-Hill 
publications. 

International  Business  and 
Management  will  bring  to  the 
Chinese  business  community  a 
wide  variety  of  business  and 
economic  news,  financial 
trends,  management  tech- 
niques, and  product  and 
marketing  developments. 

Ads  will  be  translated  into 
Chinese  and  inquiries  will  be 
translated  into  English — at  no 
additional  cost  to  advertisers. 


For  more  information  contact  your  Business  Week  or  International  Management 
representative,  OR: 


NORTH  AMERICA 
LATIN  AMERICA 

Charles  L.  Menatti 
Business  Week  International 
1221  Avenue  of  the  Americas 
New  York,  NY  10020 
(212)  512-3867 
Telex:  232365  (RCA) 


EUROPE 

Kenneth  Davey 
Business  Week/Paris 
(1)42-89-03-81 
Telex:  642230  MCGHPUB 


ASIA 
Paul  Ishii 

Business  Week/Tokyo 
(3)  581-9811 
Telex:  22507 
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MONEY  &  INVESTMENTS 


By  Stanley  W.  Angrist 


Taking  a  cue  from  the  success  of  stock 
index  futures,  the  New  York  Cotton 
Exchange  has  started  trading  futures  on 
a  market  basket  of  important  currencies. 

DOLLAR  INDEXING 


ue  of  the  index.  For  example,  if  the 
value  of  the  index  is  108,  then  that 
indicates  that  the  dollar  has  appre- 
ciated 8%  since  March  1973.  The 
index  is  calculated  and  published 
every  30  seconds  by  Finex  in  con- 
junction with  Reuters  Ltd.,  which 
obtains  current  cash  quotes  from 
hundreds  of  banks  worldwide. 

The  index  provides  a  useful  tool 
to  companies,  institutions  or  indi- 
viduals with  multiple  currency  ex- 
posure that  wish  to  protect  them- 
selves from  exchange  rate  fluctua- 
tions in  a  variety  of  currencies, 
using  a  single  hedging  vehicle. 

For  example,  suppose  that  a  U.S.- 
based  multinational  manufacturer 
has  foreign  subsidiaries  in  Germa- 
ny, Britain,  Switzerland,  France, 
Canada  and  Japan.  The  company  is 
carrying  a  permanent  overseas  asset 


Recently  Finex,  the  financial  fu- 
tures division  of  the  New  York  Cot- 
ton Exchange,  has  begun  to  trade  a 
futures  contract  on  the  U.S.  Dollar 
Index  that,  like  the  Consumer  Price 
Index  or  any  of  the  stock  indexes,  is 
simply  a  mechanism  for  determin- 
ing an  aggregate  value  from  a  group 
of  specific  values.  The  U.S.  Dollar 
Index,  on  which  the  Finex'  futures 
contract  is  based,  provides  an  inter- 
national price  for  the  dollar. 

The  nations  represented  in  this 
basket  of  currencies  are  major  trad- 
ing partners  of  the  U.S.,  accounting 
for  more  than  half  of  this  country's 
foreign  trade.  In  fact,  the  countries 
in  the  index  are  responsible  for  half 
of  nearly  all  international  trade. 

The  Dollar  Index  is  based  on  the 
values  of  ten  currencies  and  their 
worth  as  of  March  1973,  the  date 
when  generalized  floating  exchange 
rates  began  and  when  existing  cur- 
rency values  in  terms  of  the  dollar 
were  regarded  as  acceptable  by  most 
governments.  In  calculating  the  in- 
dex, the  value  of  each  currency  is 
weighted  by  each  country's  share  of 
world  trade  in  1973.  The  resulting 
weighted  rates  are  then  averaged 
geometrically  to  determine  the  val- 

Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consult a>it  and  longtime  observer  of 
the  commodity  markets. 


exposure  equal  to  the  value  of 
plant  and  equipment  in  those  cov 
tries.  Foreign  exchange  losses 
gains  must  be  reflected  in  the  pare 
company's  equity  account.  To  avi 
subjecting  the  equity  account  to ; 
verse  foreign  currency  movemen 
which  could  come  about  by  mea 
of  a  deteriorating  dollar  value  of  f< 
eign  assets,  the  company  cov 
choose  to  hedge  its  risk  by  purchj 
ing  a  number  of  U.S.  Dollar  Ind 
contracts.  If  the  dollar  appreciat 
while  the  hedge  was  in  place,  t 
gain  on  the  futures  contracts  woi 
help  to  offset  the  loss  of  value  in  t 
company's  equity  account. 

For  speculators  who  might  wi 
to  forecast  the  future  movement 
the  dollar  against  a  market  basket 
currencies,  the  Dollar  Index  offers 
convenient  tool.  It  has  four  deliva 
months  a  year,  and  its  value  is  51 
times  the  value  of  the  index. 

The  dollar  has  been  going  into  t 
tank  since  early  1985.  Do  not  try 
pick  a  bottom,  as  bottom  picke 
usually  die  heroes'  deaths.  Instea 
employ  either  a  fairly  long-ter 
moving  average,  such  as  a  40-d; 
average,  and  wait  for  the  value! 
the  index  to  cross  above  it,  or  wa 
for  the  index  to  make  a  double  ba 
torn  chart  formation,  or  both.  Oni 
some  sign  of  a  bottom  appears,  coi 
sider  a  long  position.  But  risk  r 
more  than  $1,500  per  contract  aij 
look  for  no  more  than  a  $3,000  pro 
it.  The  margin  on  the  trade  shoui 
be  around  $2,000,  with  a  maximui 
round-turn  commission  of  $25  atl 
discounter.  ■ 


The  no  longer  almighty  dollar 


The  Dollar  Index,  which  tracks  the  value  of  the  U.S.  dollar  against  a  basket  of 
ten  currencies,  started  to  increase  in  late  1980  and  peaked  in  February  1985. 
When  the  world  loses  interest  in  holding  dollars,  as  the  chart  shows,  it 
frequently  likes  to  hold  gold.  The  Dollar  Index  data  are  Federal  Reserve 
numbers  prior  to  November  1985  and  Finex  after.  Gold  prices  are  the  London 
p.m.  fix.  All  numbers  are  month-end. 
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I  gpe  •  Australia  •  Orient 

I  $1099  Melbourne  $1199 

II  329  Nice  648 
595  Paris  549 

jll       329  Rio  De  Janeiro  799 
I  ng    895  Tokyo  695 
457  Vienna  549  i 

\>m*^    C    TOLL  FREE 
'Lnii0^  NATIONWIDE 
800-231-5561 
-445-1302  718-445-8429 


OPPORTUNITIES 


ER  $500,000,000  $ 

USINESSES  FOR  SALE  BY  OWNERS 

lends  of  Dollars  -  No  Brokerage  Fees 
I0NWI0E 
!  1st  or  Buy 

free  1-800-233-21 15  ^L,  ^  m 
1214-612-0072  ^^^P^' 
I  OFFER  OWNER  FINANCING 
STERN  BUSINESS  SERVICES.  INC. 


COMPUTERS 


UDY-EPSON 


3 10th  year  of  DISCOUNTS 
FERS  &  CELLULAR  PHONES 
LFgt.  Prepaid.  Save  Tax 
troll  Free  800-231-3680 

flRYITIAC  INDUSTRIESINC 
I  22511  Katy  Fwy. 
h  (Houston)  TX  77450 
-392-0747  Telex:  774132 


ILANEOUS  FOR  SALE 

MENT  GEMSTONES! 
STEED  LIQUIDITY!!! 

ale  catalog.  Satisfaction  Gtd 
•  Member:  Jewelers  Board  of 
mber  Commerce,  American 
\ssn. 

bUSE  OF  ONYX 

!to.  One  Main  Street 
nville,  Kentucky  42345 
I  FREE  1-800-626-8352 


FORBES 
KET/CLASSIFIED 

hed  in  the  first  issue  of 
onth.  Advertising  clos- 
is  one  month  preced- 
of  issue. 

lency  discounts  avail- 
ayment  must  accom- 
rder  unless  from  ac- 
agency. 

IDIT10NAL  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 
3  MARKET/CLASSIFIED 

Avenue/New  York,  NY  10011 
!12)  620-2440 


FOR  SALE. 

•  Binghamton 

377,600  sq.  ft,  including 
78,400  sq.  ft.  office  space; 
16'18'  ceilings. 

•  Horseheads 

110,000  sq.  ft,  including 
9,000  sq.  ft.  office  space; 
24'  ceilings  at  eaves; 
30  acre  site 

•  Horseheads 

1,500,000  sq.  ft,  including 
51,000  sq.  ft  office  space; 
18'-20'  ceilings;  95  acre 
site 

These  plants  are  just  a 
sampling  of  the  90 
buildings  and  40  industrial 
parks  available  in  the  New 
York  State  Electric  &  Gas 
Corporation  service  area. 
For  further  information  and 
full-service,  no-cost 
relocation  service,contact 
Dick  D'Attilio,  Manager, 
Industrial  Development 
New  York  State  Electric  & 
Gas  Corporation,  4500 
Vestal  Parkway  East, 
Binghamton,  New  York 
13903.  Or  call  (607) 
729-2551. 

THC  LOW  COST  AlTtRNATM  1 


mmm 


New  Yon\  State  Electric  &  Gas  Corporation 


SUNLIGHT  BASIN  LODGE— 

Beautiful  lodge  and  cabins  sits  15  miles 
inside  the  National  Forest  on  the  east 
boundary  of  Yellowstone  Park.  This 
unusual  wilderness  retreat  is  accessible 
year  around  and  is  one  of  the  truly 
important  private  inholdings  in  the 
Greater  Yellowstone  Ecosystem.  Con- 
tact Hall  &  Hall,  Inc.,  Exclusive 
Agent  for  the  Seller.  Billings,  MT 
59103  (406)  252-2155. 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group.  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr 
history 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


Own  Spectacular  Land, 
40  acres  in  the  Colorado 
Rockies.  $30,000  and  up,  1% 
down,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  81133 
(303)  379-3263 


WlNECELLARS'USA 

High-Quality  •  American  Made 
Lifetime  Warranty  on  Redwood  Racks 

Custom  Rack  Systems  and  Cellars  from  600  -  20,000  Bottles 
Standard  Features:  Wood  Construction*  Individual  Bottle  Nesting 
5  Yr  Warranty  on  Compressor*  Uniform  Temperature  &  Humid- 
ity and  Proper  Aeration*  120  VAC  operation-No  Special  Wiring 

Retail  YourCost 

440  Bottle  (Pictured)  $2495  $1495 

880  Bottle  Twin  Unit   4495  1795 

Earn  $100  or  more  commission  on  sales  from  your  leads . 
Our  cellars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 
rare  wines  &  other  cellars,  we  are  licensed  wine  merchants — Call 

Olympic  Sales  Co.  since  1947 

839S.LaBreaAve.,  Los  Angeles,  C  A  90036  Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221    »    We  Ship  Anywhere. 


ART  &  ANTIQUES 


PORTRAITS 
IN  MARBLE 


Life  size  portrait  busts  in  white  Carrara 
marble.  Hand  carved  from  photographs 
by  distinguished  Italian  sculptors.  Like- 
ness guaranteed.  $6,000-$7,500.  For 
offices,  homes,  public  display.  Profile 
bas  reliefs  on  bronze  plaques  also 
available.  Catalog  of  classic  statues  $5. 

ELEGANZA  LTD.    America's  foremost 
importers  of  European  statues. 
3217  W.  Smith,  *914 
Seattle,  WA  98199  •  206-283-0609 


BUSINESS  SERVICES 


Does  your 
company  logo 
speak  good 
sign  language 

We've  designed 
logotypes  for 
Fortune  500 
companies  that 
speak  tor  them- 
selves. Call  The 
Idea  Factory  at 
1-800-IDEA-USA 
for  a  free 
sample  kit. 

USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads,  &  messages.  24 
hours  a  day.  All  50  States  &  Canada. 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext.  100. 


EXECUTIVE  GIFTS 


ALL  NAME  BRANDS 
FAST-FRESH-CHEAP 

1-800-JR-CIGAR 


EXECUTIVE  GIFTS 


CUSTOM 

STAND-UP  DESK 


3819  Fondren.  Houston.  Texas  77063 
(713)975-9721 
Outside  lexas  l-H(X)-645-2065 


MACANUDO  ROTHSCHILD 
CIGARS  35%  OFF! 

(6WRG42.  Box  0(25) 

*33*/B0X!  (SAVE  $18.55) 

Wrapper  choice  Natural,  Claro  or  Maduro 
Also  rock  bottom  prices  on  fresh,  perfect 
Partagas.  Don  Qleuos,  H.  Upmanns. 
Ramon  Allones.  Royal  Jamalcas, 
Montecrui.  FREE  catalog  800-672-5544 
(NY  State  212-221-1408)  Send  check  or 
M  0  — add  $2  00  lor  shipping 
New  York  residents  add  sales  tax. 
Offer  expires  Nov  30  1986 

FAMOUS  SMOKE  SHOP| 

Dept  83.  55  W.  39th  St.  New  York  NY  10018  ■ 


EXECUTIVE  SERVICES 


Forbes:  Capitalist  Tool 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  '/a"  (or 
state  width|  Great  birth- 
day or  Christmas  git* 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94 1 3 1        (41S|  SS5-61 00 


Observations 


MONEY  &  INVESTMENTS 


Dorit  worry  about  inflation  reheating. 
Worry  about  the  economy  freezing. 

WRONG  PROBLEM 


By  S.  Jay  Levy  and 
David  A.  Levy 


Ignore  those  recent  predictions  of  a 
resurgence  of  inflation  in  1987.  The 
economy  will  be  lucky  to  avoid  a 
recession  next  year,  let  alone  speed 
up  to  an  inflationary  pace.  Prices 
will  be  held  in  check  by  stable  labor 
costs,  narrow  profit  margins,  small- 
er import  cost  increases  than  most 
people  expect,  and  lower  interest 
costs  and  rental  charges. 

There  are  a  great  many  ailments 
afflicting  the  economy,  but  only 
one  major  area  with  prospects  for 
improvement.  The  possibility  of  the 
trade  deficit's  narrowing  soon  is  the 
only  hope  for  avoiding  a  1987  reces- 
sion. Against  this,  declining  fixed 
investment,  efforts  to  reduce  the 
federal  deficit,  and  less  consumer 
borrowing  will  all  retard  the  econo- 
my. Inventory  investment  is  stuck 


Economic  consultants  S.  fay  Leiy  and  David  A 
Levy,  authors  of  Profits  and  the  Future  of  American 
Society, publish  the  monthly  Industry  Forecast  and 
are  got  ernors  of  We  Jerome  Leiy  Economics  Insti- 
tute at  Bard  College. 


in  neutral  and  will  remain  there  un- 
til economic  conditions  change 
markedly. 

Wage  and  salary  increases,  the 
main  dynamic  of  the  1970s  wage- 
price  spiral,  have  been  shrinking 
since  1981.  No  reversal  in  this  trend 
is  imminent. 

The  biggest  hindrance  to  expan- 
sion in  1987  will  be  falling  fixed 
investment.  Real  estate  is  a  central 
villain.  This  century  will  be  almost 
over  before  the  nation  begins  to  out- 
grow the  office  space  currently  avail- 
able or  under  construction.  Also,  ho- 
tels, shopping  centers  and  condo- 
miniums have  excessive  vacancies 
in  many  parts  of  the  country. 

Commercial  construction  is  at 
the  beginning  of  a  long,  steep  de- 
cline. Industrial  construction,  too, 
is  slumping.  Many  underutilized 
vehicles,  machines  and  other  capi- 
tal assets  are  depressing  equipment 
investment. 

Completing  this  extraordinarily 
weak  outlook  for  new  fixed  invest- 
ment, residential  construction 
must  decline  next  year.  The  delayed 
demand  from  earlier  in  the  decade 


w 


has  been  met.  Meanwhile, 
changes  and  empty  units  are  sk 
ing  multifamily  construction.  1 
adult  population  is  presently  gn 
ing  only  three-fifths  as  fast  as  dur 
the  late  1970s.  At  least  20%  of  n< 
home  sales  in  the  first  half 
borrowed  from  the  future. 

This  gathering  decline  in  fixed 
vestment  is  deflationary  in 
ways.  Rents,  prices  of  existing  str 
tures,  and  equipment  costs  are 
pressed.  But  even  more  importan 
the  effect  of  weak  fixed  investm 
on  the  general  state  of  the  eco 
my — on  profits,  GNP,  employm 
and  prices.  The  creation  of  new  m 
ey  to  finance  the  production  of 
during  assets  is  an  essential  proc 
in  generating  real  financial 
physical  wealth  for  society  and, 
deed,  the  primary  way  in  which 
economy  generates  the  profits 
which  businesses  compete. 

Weak  investment  is  not  the  eci 
omy's  only  trouble  area.  A  consu 
er  retrenchment,  possibly  seve 
looms.  The  average  Ameri( 
household  has  an  income  of  ab< 
$30,000  and  well  over  $6,000  in  o 
standing  installment  debt.  On 
of  that  debt  lies  a  mountain  of  mc 
gage  debt.  Although  the  consuri 
spree  has  cooled  off  this  year, 
pace  of  installment  debt  growth 
still  more  than  twice  the  rate 
income  growth.  Personal  sav: 
must  soon  rise,  at  the  expense 
business  sales  and  pricing. 

Federal  deficit  spending  v 
shrink  little,  if  at  all,  in  1987.  1 
this  will  not  contribute  to  inflatit 

In  August,  the  Office  of  Mana 
ment  &  Budget  issued  its  latest 
view  of  the  1987  budget.  The  Ol 
review  assumes  that  pretax  cor 
rate  profits  will  be  $246  billion 
calendar  1986,  and  $299  billion 
calendar  1987.  This  strikes  us 
much  too  optimistic.  In  the  fii 


Recession  in  sight 


With  new  orders,  housing  start  permits  and  wage  and  perhaps  a  real  recession — seems  more  likely 
increases  all  trending  down,  a  sluggish  economy —    than  a  surge  in  prices  in  the  year  ahead. 
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of  1986,  profits  averaged  just 
8  billion  at  an  annual  rate.  The 
rices  of  a  rise  in  the  second  half 
slim.  The  likelihood  of  a  rise  so 
rp  that  the  average  for  all  of  1986 
;hes  $246  billion  is  virtually  nil. 
1  the  notion  of  $299  billion  in 
rits  in  1987— for  which  there 
lid  have  to  be  a  fantastic  boom — 
imply  absurd.  Corporate  tax  col- 
ions  in  1987  will  thus  be  far,  far 
ow  the  amount  budgeted. 
Vashington's  most  realistic  bud- 
1  for  1987  is  the  Congressional 
iget  Office's  baseline  estimate, 
:4  billion.  But  even  that  figure 
^estimates  tax  revenues  by  tens 
lillions  of  dollars. 
Government  borrowing  can  over- 
t  an  economy,  causing  inflated 
fit  margins  and  higher  prices, 
.s  happened   during   the  late 
•Os.  But  there  is  no  danger  that 

deficit,  even  at  $200-plus  bil- 
l,  will  overheat  the  1987  econo- 
.  Next  year  the  economy  will  be 
1,  perhaps  frostbitten. 
Jor  is  the  recent  rapid  growth  of 
pey  supply  a  cause  for  worry, 
at  counts  is  not  how  much  moll- 
is available,  but  how  it  is  used, 
example,  financing  the  purchase 
?oods  from  abroad  is  not  infla- 
lary  but  enlarges  the  money  sup- 
.  Plentiful  money  is  only  infla- 
lary  if  someone  uses  it  to  bid  up 
;es.  Liberal  monetary  policy  will 
•  enable  office  building  operators 
jbtain  higher  rents  when  vacan- 
s  are  over  20%  and  rising, 
nterest  rates?  We  expect  rates 
1  continue  to  fall  during  the  year 
:ad.  If  a  recession  develops,  yields 
!U.S.  Treasury  bonds  will  plunge 
5%.  On  three-month  bills,  the 
z  will  sink  to  3%. 
)o  not  look  for  inflationary  pres- 
es  that  originate  in  the  domestic 
momy.  While  we  will  experience 
ne  inflationary  consequences  of 

dollar's  decline,  overall  price 
els  will  be  only  slightly  affected, 
t  economic  conditions  and  defla- 
n  in  Japan  and  Western  Europe 
1  limit  price  increases  on  prod- 
:s  from  those  countries.  The 
ces  of  goods  from  Korea,  Canada, 
:in  America,  Taiwan,  Australia 
1  many  other  countries  will  be 
ady  or  falling.  Global  excess  ca- 
nity, in  industries  ranging  from 
niconductors  to  agriculture,  will 
nain  a  deflationary  force. 
Don't  worry  about  the  fanning  of 
lationary  fires  next  year.  Worry 
tead  about  finding  a  warm  pair  of 
ves.  ■ 


IN  PARADISE 

An  island  paradise  that  offers 
-Zx  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
1  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 


Income  may  be  subject  to  some  state  and  local  taxes 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1 00 1 1 
or  call  212/620-2461. 


Dreyfiis — 

j  Tax  Exempt  Bond  Fund,  Inc. 

J  P.O.  Box  3498,  Camden,  NJ  08101 

'  For  more  complete  information,  including  management  fee  charges 
I  and  expenses,  obtain  a  Prospectus  by  sending  this  coupon.  Read  it 
'  carefully  before  you  invest  or  send  money. 


Plus  free 
check  writing 
for  added  liquidity! 

You  earn  high  yields  tax  free 
under  current  law.  And  with 
no  charge  to  invest,  reinvest  or 
redeem,  you  earn  considerably 
more  from  Dreyfus  than  from 
other  tax-free  funds  with  a  sales 
charge,  even  if  they  match  our  yield! 

Ready  liquidity  at  the  then  current  net 
asset  value,  which  fluctuates.  Free  exchange 
between  funds . . .  even  by  phone. 
Minimum  investment  $2,500. 


Name . 


Address . 
City  


State  

047T111 


.  Zip . 


FOR  A  PROSPECTUS 
Call  toll  free,  day  or 
night,  7  days  a  week. 

I-80O-USA-LION 

Extension  655 


Forbes  /  Index 


Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


A  H  A.  Automotive  Technologies    10 

ABM  Mining  Group    10 

The  Acacia  Group    18 

Agrod   98 

Air  Atlanta    186 

Air  One    186 

Air  Panama  38 

Albarella,  Moscovitz  &  Associates    194 

Alliance  Capital   204 

Amax    10 

American  Can   203 

Amencan  Express   38 

American  Express  (Shearson 

Lehman  Brothers)    14,  186,  204 

Amencan  Radiator  219 

Ameron  58 

Amoco    10,  125 

AMP  204 

AMR  (American  Airlines]  43,  186 

Anderson  Russell  Kill  &  Olick    173 

Anheuser-Busch   74 

Apple  Computer   184,  204 

AT&T   62 

Atlanta  Financial  Development    18 

Atlantic  Richfield    76,  125 

Atlas  Electric  Devices   168 

Avon  Products  48 

Avondale  Industries   72 

Balis  &  Zorn   58 

Bank  of  Credit  &  Commerce 

International  (Luxembourg)   38 

Bank  of  Nova  Scotia   38 

Bank  of  Tokyo    11 

Banner  Industries   58 

Bartley  Collection   20 

Basic  Books  52 

Battelle  Memorial  Institute    164 

L.L.  Bean    168 

Bear,  Steams    146 

Bevill,  Bresler  &  Schulman   200 

Bissell   104 

Black  &  Decker   162 

Blue  Bird  Body  88 

Boeing   43 

Borden   210 

Boston  Consulting  Group  52 

British  Overseas  Airways   219 

British  Telecom  62 

Broken  Hill  Proprietary   41 

Bulova   98 

Cahners  Exposition   188 

Calvert  Securities   18 

Capital  Cities/ ABC    178,  204,  210 

Capital  Cities  Communications  219 

Capitol  Industries-EMI    10 

Casio   52 

CBS    178,  210 

Chase  Manhattan  38 

Chatham  Manufacturing   208 

Checker  Motors    10 

Chemical  New  York  38 


Chevron    10,  125 

Chicago  Pneumatic    156 

Chronos    172 

Chrysler    18,  182,  195 

Cipher  Data  Products   204 

Citicorp  38,  72 

City  National   58 

Coca-Cola   210 

Coleco  Industries    195 

Comair   195 

Comcast   195 

Commodore  Corp    10 

Commonwealth  Edison    168 

Continental  Airlines    146 

Continental  Insurance    204 

CPC  International   210 

Crazy  Eddie    194 

Credit  Suisse   38 

CRI   14 

Cuisinarts    162 

Cushman  &  Wakefield    186 

Danly  Machine   72 

Dart  &  Kraft   210 

Dataproducts   204 

Delmonico  International   98 

Deloitte  Haskins  &  Sells   172 

Delta  Air  Lines  43 

Descente    168 

Diamond  Shamrock    118 

Walt  Disney  82 

Donaldson,  Lufkin  &.  Jenrette   80 

Dresdner  Bank  38 

Drexel  Bumham  Lambert          58,  76,  82,  194 

Du  Pont    10,  164,  208 

Dunhill  Holdings    184 

E.P.  Dutton  98 

Eastern  Air  Lines  38 

Eastman  Kodak    164 

Elders  IXL   41 

Emerson  Electric    156 

Encyclopaedia  Bntannica   74 

Enterra   82 

Equitable  Life  Assurance    14,  80 

Ernst  &  Whinney    118 

ESM  200 

Exxon   41,  104,  125 

Federated  Department  Stores 

(Bloomingdale's)   68 

Fidata   200 

First  Boston    62,  125,  203,  206 

First  Chicago   38 

First  Investors  Bond  Appreciation    146 

Florsheim   11 

Foote,  Cone  &.  Belding  Communications   82 

Ford  Motor   18,  88,  168,  182 

Fortune  Investment  Services   200 

Franklin  Resources    204 

L.H.  Friend  58 

Fuji   :   164 

Fuji  Photo  Film   62 

Fujitsu  96 


Gannett  J 

Gartner  Group   

GATX   II 

Geers  Gross   J 

Genentech   _J 

General  Electric           10,  41,  43,  76,  164, 

General  Electric  (NBC)   ] 

General  Electnc  (RCA)    186, 
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Forbes  Wagon  Creek  Ranch. 
One  of  the  few  remaining 
places  in  the  civilized  world 
where  it  is  still  possible  to  live  as  the 
pioneers  did — freely  and  intensely. 
This  incredibly  beautiful  land 
combines  all  of  the  primeval 
wonders  of  an  untamed  environment 
so  cherished  by  the  true 
outdoorsman.  Here  on  the  fabulous 
Forbes  Trinchera  ranchlands  you 
can  experience  each  day  the  joy  and 
contentment  of  being  a  part  of  a 
natural  way  of  life. 

If  hunting  is  a  very  special  thing 
for  you,  particularly  hunting  for  elk, 
deer  or  bear,  there  is  probably  no 


better  place  to  call  home  than  your 
own  Forbes  Wagon  Creek  Ranch. 
It's  the  perfect  place  for  a  hunter's 
retreat  in  the  heart  of  thousands  of 
acres  of  magnificent  wilderness. 

The  abundance  of  animals  and 
other  game  that  regularly  graze 
through  Forbes  Wagon  Creek  and 
the  more  than  250  square  miles  of  this 
southern  Colorado  ranchland  has 
made  this  one  of  the  legendary  private 
hunting  areas  in  the  world. 

Our  minimum  40-acre  ranches 
start  at  $30,000.  Here  in  the  foothills  of 
the  majestic  Rockies  you  can  hunt, 
ski  cross  country,  ride  horseback  or 
just  enjoy  the  breathtaking  dawns, 


sunsets  and  changing  seasons  ir 
shadow  of  Mount  Blanca,  one  ol 
Colorado's  highest  peaks. 

This  exclusive  preserve  is  the 
ideal  place  to  acquire  a  substant 
piece  of  land.  A  chance  to  fulfill 
American  dream  that  offers  an 
unspoiled  future  for  hunters,  as 
as  a  legacy  for  their  families  and 
those  who  will  follow. 

For  more  information  on  how 
can  own  your  own  part  of  Forbe 
Magazine's  breathtaking  hunters 
.heaven,  without  obligation, 
write  or  call  today  for  full  detaik 
and  color  brochure  on  this 
exceptional  offer. 


fo  rbes  Wag  oIn    cr  e  e  k  r  a  n  c 

Errol  Ryland,  Manager      Box  303  BM  Fort  Garland,  Colorado  81 133  303/379-3263 


Obtain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  |udged  the  merits  or  value,  if  any,  of  this  property  Equal  Credit  and] 
Opportunity.  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer Jg 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sa 

Cristo  Ranches.  Inc.  NYA86  56  AD20536 


Flashbacks 


Edited  by  Dero  A.  Saunders 


tie  more  things  change. . . ." 
ems  from  past  issues  of  Forbes 

By  years  ago  in  Forbes 

m  the  issue  of  October  1,  1926) 

!:er  12  long  years  of  estrangement, 
an  any  is  once  more  received  into 
jjfellowship  of  the  major  European 
ions,  and  her  representatives  wel- 
led to  a  permanent  seat  on  the 
i  ncil  of  the  League  of  Nations.  Not 
•e  eight  years  after  their  armies 
struggled  to  annihilate  each  other 
le  blood-soaked  fields  of  war-wea- 
urope,  M.  Briand  of  France  and  Dr. 
semann  of  Germany  solemnly 
itd  hands  in  the  Council  chamber 
iieneva  and  pledged  the  aims  and 
iments  of  their  people  to  an  era  of 
:e  and  brotherhood." 

1905  the  total  estimated  registra- 
of  motor  trucks  in  the  U.S.  was 
it  500  vehicles.  In  1925,  according 
le  National  Automobile  Chamber 
Commerce,  the  number  had  in- 
sed  to  2,441,709.  It  is  particularly 
:worthy  that  the  number  of  trucks 
ervice  more  than  doubled  in  the 
five  years.  ..." 

ty  years  ago 

\n  the  issue  of  October  1,  1936) 

imeowners  who  are  stuck  with 
y-built'  houses  wearily  agree  that 
it  the  building  industry  needs  is  a 
se  of  responsibility  for  the  perfor- 
lce  of  its  products. 
Several  straws  in  the  wind  now 
icate  that  this  sense  of  responsibil- 
I  is  actually  developing.  For  one 
lg,  Reynolds  Corp.  assumes  perfor- 
lce  responsibility  for  85%  of  the 
:erials  which  go  into  its  Reynolds 
cification  House.  Second,  manu- 
urers  in  the  rudimentary  prefabri- 
;d-housing  industry  stress  the  fact 
t  they  provide  centralized  backing 
their  products.  Third,  American 
liator  has  announced  a  'packaged 
ting'  service  under  which  it  guar- 
ees  heating  satisfaction  to  home- 
lers  who  buy  to  the  company's 
cifications." 

ime  folks  will  go  to  football  games 
s  fall  to  listen  to  what  the  radio 
louncer  says.  The  idea  is  not  so 
nb  at  that.  What  makes  it  possible 
i  new  portable  radio,  carrying  its 
n  batteries,  total  weight  18 
inds.  If  you  have  one  equipped 


In  1936  this  modern  fishing  trawler  even  provided  crew  washrooms  and  showers 


with  headphones,  you  can  watch  the 
game  and  at  the  same  time  listen  to 
players'  names  and  technical  explana- 
tions given  by  the  radio  announcers." 

Twenty-five  years  ago 

(From  the  issue  of  October  1,  1961) 

"The  cost  of  higher  education  this 
year  is  some  5.2%  above  last,  accord- 
ing to  a  recent  survey.  The  average 
cost  of  tuition,  room  and  board  is 
$1,869,  vs.  only  $1,100  for  the  same 
items  a  dozen  years  back.  But  suffer- 
ing parents  can  take  some  comfort 
from  the  fact  that  college  graduates 
may  expect  to  earn  $177,000  more 
than  high  school  grads  during  their 
working  lifetimes." 


lawrence  Wien  (inset ) paid  $68  million 
for  the  Empire  State  Building  in  1961 


"Last  month  British  Overseas  Air- 
ways Corp.  faced  a  strike  by  500  Brit- 
ish stewardesses  with  a  novel  com- 
plaint. The  airline,  protested  the  girls, 
gave  its  oriental  stewardesses  an  un- 
fair advantage  by  permitting  them  to 
wear  their  native  costumes  with  slit 
skirts  while  British  girls  were  restrict- 
ed to  the  standard  tailored  uniforms. 
To  date  there  have  been  no  reports  of 
male  passenger  support  for  the 
protest." 

Ten  years  ago 

(From  the  issue  of  October  1,  1976) 

"Congress  spent  $925  million  on  it- 
self in  the  fiscal  year  just  ended,  with 
excellent  prospects  of  becoming  an- 
other billion-dollar  bureaucracy  next 
year.  Legislative  branch  agencies  em- 
ployed 37,303  at  the  end  of  1975,  an 
increase  of  22%  since  1970.  The  most 
dramatic  rise  was  a  44%  jump  in  the 
number  of  congressional  staff  person- 
nel, to  a  present  total  of  17,039." 

"The  reason  unemployment  is  so 

misunderstood  is  that  it's  almost  al- 
ways depicted  as  a  fixed  'stock'  rather 
than  a  dynamic  'flow.'  .  .  .  More  than 
21  million  different  people  experi- 
enced unemployment  at  some  point 
during  1975,  with  about  30  million 
separate  'spells'  of  unemployment 
among  them." 

"  'In  bad  times/  Tom  Murphy  says, 
'usually  two  out  of  every  three  acqui- 
sitions are  bad.  In  good  times  there  are 
so  many  people  with  excess  cash  that 
it's  three  out  of  four.'  Thomas  S.  Mur- 
phy is  the  lank,  51 -year-old  boss  of 
New  York's  acquisitive  Capital  Cities 
Communications." 


T  1  O 


It  must  be  a  good  thing  to  be  good 
or  ivrybody  wudden't  be  pretendin' 
he  was. 

Finley  Peter  Dunne 


It  is  almost  always  worthwhile  to 
be  cheated;  people's  little 
frauds  have  an  interest 
which  amply  repays 
what  they  cost  us. 
Logan  Pearsall  Smith 


Good  nature  is  stronger 
than  tomahawks. 
Ralph  Waldo  Emerson 


You  can  get  much  farther  with  a 
kind  word  and  a  gun  than  you  can 
with  a  kind  word  alone. 
Al  Capone 


In  a  great  business  there  is 
nothing  so  fatal  as 
cunning  management. 
Junius 


Hate  must  make  a  person 
productive;  otherwise  one 
might  as  well  love. 
Karl  Kraus 


We  cannot  be  just  unless 
we  are  kindhearted. 
Vauvenargues 


The  disadvantage  of  politeness  is 
that  it  is  not  intelligible  to  all 
classes  of  people. 
Rabindranath  Tagore 


What  is  morality  in  any  given  time 

or  place?  It  is  what  the  majority 

then  and  there  happen  to  like 

and  immorality  is 

what  they  dislike. 

Alfred  North  Whitehead 


To  be  good  is  noble;  but  to  show 
others  how  to  be  good  is  nobler 
and  no  trouble. 
Mark  Twain 


Thoughts 

on  the  Business  of  Life 


Money,  or  even  power,  can  never 
yield  Ixippiness  unless  it  be 
accompanied  by  the  goodwill  of 
others.  I  know  a  very  clever  business 
man  who  is  making  a  great  deal  of 
money,  mostly  by  practices  which  are 
strictly  legal  but  which  have  as  their 
object  the  outwitting,  and  the 
outbargaining,  not  to  say  the 
hoodwinking,  of  others.  He  is  less 
happy  than  almost  anyone 
else  I  know. 

B  C.  b  ORliHS 


All  morals,  in  the  end,  are  based 
on  the  human  capacity  to  play 
several  roles. 
Paul  Valery 


When  a  man  is  discontented  with 
himself,  it  has  one  advantage, 
that  it  puts  him  into  an  excellent 
frame  of  mind  for  making 
a  bargain. 
Laurence  Sterne 


I  would  rather  have  goodwill  and 
cooperation  than  logic. 
Jawaharlal  Nehru 


Sacrifice  is  a  form  of  bargaining. 
Holbrook  Jackson 


All  tailors  are  cheats,  and  all 
men  are  tailors. 
Charles  Lamb 


More  than  6.000  "Thoughts,''  indexed  by 
author  and  subject,  are  available  in  a  two- 
voiume  boxed  set  at  $29.95  ($1 7.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


There's  one  way  to  find  out 
if  a  man  is  honest — ask  him.  If 
he  says,  "Yes,"  you  know  he 
is  a  crook. 
Groucho  Marx 


Nothing  more  completely  baffles 
one  who  is  full  of  trick  and 
duplicity,  than  straightforward 
and  simple  integrity  in  another. 
Charles  Caleb  Colton 


True  moral  elegance  consists  in 
the  art  of  disguising  one's 
victories  as  defeats. 
E.M.  Cioran 


Buying  and  selling  is  essentially 

antisocial. 

Edward  Bellamy 


The  weak  in  courage  is 
strong  in  cunning. 
William  Blake 


The  most  necessary  thing  in  the 
world,  and  yet  the  least  usual, 
is  to  reflect  that  those  we  deal 
with  may  know  how  to  be  as  art 
knaves  as  ourselves. 
George  Savile 


A  Text . .  . 

The  sleep  of  a  labouriri 
man  is  sweet,  whether  he  e| 
little  or  much:  but  the 
abundance  of  the  rich  wi) 
not  suffer  him  to  sleep. 
Ecclesiastes  5:12 


Sent  in  by  Tim  McGinnis,  New  York,  N. 
What's  your  favorite   text?    The  Porn 
Scrapbook  of  Thoughts  on  the  Business 
Life     is     presented     to  senders 
texts  used. 


Kindness  goes  a  long  way 
sometimes  when  it  ought 
to  stay  at  home. 
Kin  Hubbard 


Our  old  planes  become  other  airlines' 
new  planes. 


Lufths 


Lufthansa  maintains  one  of  the  youngest  fleets  in  the  air,  providing  the  most  recent  advancements 
in  technology  and  comfort.  State  of  the  art:  a  reputation  earned  on  6  continents,  in  77  countries,  and 
150  cities  around  the  world. 


©  Lufthansa 

German  Airlines 


Lufthansa  is  a  participant  in  United's  Mileage  Plus  Program  and  Delta's  Frequent  Flyer  Program. 
See  your  Travel  Agent. 
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THREE-DOLLARS 


UP  AND  COMING 
MEDIA  MAGNATE 
RALPH  INGERSOLL  II 

SUCCESS  f 
IS  THE 
BEST 

REVENGE  i 
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1914  •  The  Kevv  Observatory  certi- 
fies Rolex  as  the  first  wristwatch  in 
history  ever  to  outperform  the 
pocketwatch. 

1926  •  The  world's  first  truly  water- 
and-shockproof  watch  is  created  when 
Rolex  sculpts  the  revolutionary  Oyster 
case  from  a  solid  block  of  metal. 


1Q97.    ,  The  test  of  time. 

±2? £i  •  Mercedes 

Gleitze  swims  the  English        nis  bathyscaphe  never  misses  a  minute. 

1973: 


Ch  annel  wearing  her 
[  jSjF  \^      Rolex  Oyster.  Both  swim- 
f  f"    =«-  ^*   mer  and  watch  emerge 
in  France  functioning  flawlessly.  *V 

1935  •  Auto  racer  Sir 

Malcolm  Campbell  and 
his  Rolex  Perpetual 
speed  to  a  new 
world  record  of 
300  miles  an  hour. 

1953  •  Synchronizing  the  expeditions 
teamwork  on  Rolex  Chronometers,  Sir 
Edmund  Hillary 
climbs  to  the 
summit  of  Mt. 
Everest,  the 
worlds  high- 
est peak. 

1960  •  Dr.  Jacques  Piccard 

breaks  the  world  record  with 
a  35,000-foot  deep  -sea  dive. 
The  Rolex  Oyster  strapped  to 


Neither  searing  heat  nor  vio- 
lent sandstorms  can  stop  Tom  Sheppard 
and  his  Rolex  Oyster  on  their  historic 
Sahara  crossing. 


1975: 


Six  Comex  divers,  coordinat- 
ing their  descent  on  Rolex  Sea  Dweller 
watches,  reach  a  record  depth  of  1,070 
feet. 


1980:  Balloonist 

Julian  Nott  times 
his  record  55,134- 
foot  climb  on  a 
Rolex  Oyster. 

1986:  Hav 

ing  prevailed  in 
virtually  every 
test  of  time,  the 
Rolex  Oyster 
marks  its  60th  year 
of  historic 
performance. 

ROLEX 


GMT-Master  Oyster  Perpetual  Chronometer  in  stainless  steel. 
Write  for  brochure.  Rolex  Watch  U.S.A.,  Inc.,  Dept.  944.  Rolex  Building,  665  Fifth  Avenue,  New  York,  New  York  10022-5385.  ©  Roltx  1986. 

Other  Rolex  offices  in  Canada  and  ma/or  countries  around  the  world 


GMT-  Master.  Oyster  Perpetual  are  trademarks 


lA^stinghouse? 
What  a  way  to  take 
the  wrinkles  out  of 
leveraged  buyout 
financing! 


Westinghouse  is  no  longer  making  steam 
irons,  but  we  can  certainly  help  smooth  out 
the  complexities  of  your  next  acquisition. 

Westinghouse  Credit  is  an  innovative 
resource  for  all  kinds  of  corporate  financing 
—from  leveraged  buyouts  to  recapitaliza- 
tions. Our  network  of  skilled  specialists  of- 
fers the  in-depth  knowledge  you  need  to  get 
the  job  done.  And  since  every  deal  is  differ- 
ent, our  broad  range  of  investment  capabili- 
ties and  services  is  designed  to  encourage 
flexibility. 

Find  out  for  yourself  why  we're  one  of 


America's  fastest  growing  resources  for 
business  capital.  A  lender  with  so  many  sat- 
isfied customers  that  over  60  percent  of  our 
financing  last  year  was  repeat  business. 

For  your  copy  of  the  Westinghouse 
Credit  Guide  to  Creative  Financing,  write 
to  Betty  Adler  at  Westinghouse  Credit, 
One  Oxford  Centre,  Pittsburgh,  PA  15219. 

We'd  like  to  help  you  iron  out  your  next 
corporate  financing  deal. 


\\festinghouse  Credit 


:  Westinghouse  Credit  Corporation:  Commercial  and  Residential  Real  Estate  Financing 
Corporate  Financing/Leveraged  Buyout  Financing/Asset-Based  Lending/Leasing/Fixed  Asset  Financing 


Once  again,  we've  been 
placed  on  a  pedestal. 


"Making  it  to  the  top  is  gen- 
erally much  easier  than  staying 
at  the  top  once  you  have  made 
it.  Unless  you  are  Honda . . " 
Motor  Trend. 

"Hope  doesn't  bum  brighter 
than  it  does  for  the  unveiling 
of  an  all-new  Accord.  Honda 
Accords  are  great  automobiles, 
and  everybody  knows  it'.' 
Car  and  Driver 

"It's  improved  in  just  about 
every  way,  objectively  as  well 
as  subjectively."  Road  &  Track. 

"With  the  new  Accord,  and 
the  LXi  in  particular,  Honda 
has  solidified  its  position  among 
the  world's  truly  fine  sports 
sedans'.'  Motor  Trend. 

"There  is  a  solid,  jiggle-free 
feeling  from  the  new  suspension. 
It  makes  the  Honda  Accords 


feel  almost  exactly  like  Audi's 
18-inch  longer  top  line  5000. 
The  ride  approaches  that  of 
Mercedes  190,  which  features 
a  much  more  complex  five-link 
rear  suspension?  Autoweek. 

"The  engine  seems  to  hum 
even  more  sweetly  than  before. 
Cruising  is  hushed.  The  steer- 
ing is  deliciously  accurate.  And 
the  shifter  carves  to  perfection! ' 
Car  and  Driver. 

"Cruising  the  high-banked 
oval  at  the  Accord  s  top  speed, 
passengers  in  the  front  and  rear 
carried  on  hushed  conversation 
in  a  dead-flat  acoustic  environ- 
ment. Wind  noise  was  minimal 
and  road  noise  was  dampened 
effectively."  Motor  Trend. 

"Que  sera,  sera.'  Anonymous 
Act  01  d  I A V  owner.  HEJE2E3ES 
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The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  180  and  181 . 


COVER  STORY  

105  A  Quixotic  Father's  Acquisitive  Son 

Ralph  Ingersoll  II  is  a  name  to  be  added  to  your  list  of 
media  moguls.  Driving  ambition,  a  distinguished  heritage 
and  Drexel  Burnham  financing  make  this  young  publisher 
a  factor  to  be  reckoned  with  as  more  and  more  family 
papers  pass  into  chain  ownership. 


COMPANIES 

30  Kaiser  Steel 

Wonder  what's  ailing  U.S.  capitalism  in  the  last  quarter  of 
the  20th  century?  Read  this  story  of  an  American  tragedy. 

34  Mission  Insurance  Group 

Carl  Lindner's  Mission  Insurance  was  barely  afloat  as  it 
was.  Now  come  lawsuits  charging  fraud  that  could  reach 
$2  billion. 

50    The  Up  &  Comers:  Dynascan  Corp. 

Sometimes  it  takes  a  disaster  to  find  you're  not  really  in 
the  business  you  thought  you  were  in. 

58    The  Up  &  Comers:  Vitelic  Corp. 

Alex  Au  shows  there  is  still  plenty  of  backing  for  ambi- 
tious U.S.  entrepreneurs  with  good  technological  ideas. 
But  it  is  worth  pondering  the  source  of  that  backing. 


62  The  Wyly  Collection 

Sam  Wyly  takes  little  companies  apart  and  rearrang 
them.  Wyly  usually  comes  out  ahead.  Sometimes  t] 
companies  and  their  shareholders  aren't  so  lucky. 

63  Turner  Corp. 

With  commercial  construction  in  a  deep  slump,  Turn 
Corp.  can  only  hunker  down  and  hope  for  the  best. 

88    Bell  &  Howell 

After  1 5  years,  Donald  Frey  says  the  restructuring  of  Bell 
Howell  is  finally  over.  This  is  a  recording. 

Ill  Times  Mirror  Co. 

For  the  first  time  in  a  century,  Los  Angeles'  Times  Mirr 
Co.  is  without  a  member  of  the  founding  family  at  t 
helm.  But  if  the  Chandlers'  stewards  do  not  have  t 
family  name,  they  do  have  the  Chandlers'  instincts. 

122  Lincoln  National  Corp. 

Say  no  to  new  business?  Thus  has  Ian  Rolland  man 
Lincoln  National  a  standout  performer  among  insurant 
companies. 

127  Hecla  Mining  Co. 

Stung  by  sluggish  silver  prices,  Hecla  Mining  sees  beryl 
um  as  a  shiny  new  opportunity.  It's  a  long  shot. 

128  Cimlinc,  Inc. 

Automation  has  not  yet  proved  the  boon  to  U.S.  manufa 
turing  that  it  prornised.  But  John  West  thinks  Cimlinc 
finally  ready  for  takeoff. 
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144  Bargains  ahoy 


IDUSTRIES 


I    Banking:  Watching  $40  Billion  Leave 

tl>w  the  banks  are  losing  medium-term  loans. 

I    Real  Estate:  Here  Come  The  MLPs 

[vestment  merchandisers  are  catching  on  to  the  virtues 
(■master  limited  partnerships.  Time  to  read  the  fine  print. 

I    Insurance:  When  Is  An  "A"  Rating  Not  An  "A"? 
WA.  Best  rates  some  3,200  U.S.  insurance  companies,  but 
skms  now  to  be  a  prisoner  of  its  own  monopoly  power. 

I   Securities  Analysis:  Chartered  Fact  Assemblers? 

i]e  chartered  financial  analysts  better  stock  pickers  than 
unanointed?  They  get  better  starting  salaries. 

1VESTING  

12  The  Funds:  "This  Time,  It's  For  Real" 

"  idor  Fund's  Melville  Straus,  a  manager  with  an  enviable 
i;ord,  makes  his  case  for  cyclical  and  technology  stocks. 

4  Statistical  Spotlight:  Looking  Beyond  The  Bad  News 
i  the  oilfield  service  industry  contrarians'  heaven? 

8  Streetwalker 

-  tax  loophole;  Michigan  Energy  Resources;  Volt  Informa- 
i:m  Sciences;  Allied-Signal;  Dayco;  Kaufman  &  Broad. 

I  THE  DOCKET  

"    Metamorphosis  In  Maine 

imetimes  important  precedents  can  be  made  in  the  most 
scure  jurisdictions. 


NUMBERS  GAME 


97    Party  Pooping 

After  the  games  many  S&Ls  have  played  with  mortgage  fee 
income,  the  FASB  finally  intends  to  change  the  rules. 


TAXING  MATTERS 


103  Tax  Reform's  Tax  Dodge 

First  a  trickle,  now  a  flood,  the  rush  to  disincorporate  is 
under  way. 


MARKETING 


134  A  Foot  In  The  Door 

Is  there  hope  for  the  Fuller  Brush  man?  How  about  if  he  is  a 
woman? 


SCIENCE  &  TECHNOLOGY 


138  Where's  The  Demand? 

To  hear  the  enthusiasts  talk,  genetics  research  is  about  to 
revolutionize  medicine.  There's  only  one  problem.  .  .  . 


PERSONAL  AFFAIRS 


144  Sail  Of  The  Century 

A  glut  has  left  sailboat  owners  taking  a  bath  while  the 
boats  they're  trying  to  sell  sit  in  dry  dock. 


CAREERS 


148  Opportunity  Calling 

With  doctors,  lawyers,  dentists  and  M.B.A.s  in  good  sup- 
ply, jobs  for  telecommunications  managers  abound. 


CES  BEHIND  THE  FIGURES 


2  Donald  Guinn,  Pacific  Telesis  Group 

2  Ian  Ross,  AT&T  Bell  Labs 

3  George  Carter,  Franchise  Associates 

'3  Alan  Rypinski,  Very  Incredible  Products 
6  Lawrence  Pesin,  Colonia  Inc 
6  Byron  Hero  Jr.,  Esmark 
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Like  father,  like  son? 

Ralph  McAllister  Inger- 
soll  II  is  not  yet  a  media 
mogul  in  the  grand  tradi- 
tion. His  newspapers  are 
in  smaller  cities  like  New 
Haven,  Conn,  and  Terre 
Haute,  Ind.  However, 
Forbes  thinks  the  little- 
known  Ingersoll  will 
make  a  major  mark  in 
publishing.  Only  40,  he 
has  worked  in  the  busi- 
ness since  he  was  14,  al- 
ready runs  142  papers  and 
will  soon  possess  a  war 
chest  of  around  SI  billion 
in  cash.  With  older  read- 
ers, his  name  will  ring  a 
bell:  Ingersoll  is  eldest  son 
and  namesake  of  an  out- 
standing journalistic  per- 
sonality, the  man  who 
founded  the  imaginative  but  ultimately  unsuccessful  newspa- 
per PM.  But  if  Ralph  Ingersoll  II  was  born  with  a  silver  spoon,  it 
was  a  tarnished  one.  In  a  remarkable  job  of  reporting,  Contribut- 
ing Editor  Phyllis  Berman  explores  an  antagonistic  yet  curiously 
creative  relationship  between  famous  father  and  ambitious  son. 
"A  quixotic  father's  acquisitive  son"  begins  on  page  105. 

Making  it  on  moonbeams 

Assisted  by  Reporter  Peter  Fuhrman,  Senior  Editor  Allan  Sloan 
wrote  the  article  on  the  fall  of  Kaiser  Steel  that  starts  on  page  30. 
This  started  out  as  a  fairly  routine  company  report  but  turned 
out  a  tragicomedy.  I'll  let  Allan  tell  the  story: 

"When  Peter  and  I  started  looking  into  Kaiser  Steel,  we 
expected  to  find  your  typical  story  of  a  proud  old  company  done 
in  by  changing  times,  paper  shufflers  and  leverage.  Instead  we 
discovered  how  far  a  person  can  go  in  our  times  on  moonbeams. 
His  name's  Monty  Rial. 

"Lots  of  high-powered,  smart  people  in  the  takeover  world 
dealt  with  Monty  Rial,  took  him  at  face  value  and  never  looked 
deeper.  Because  Monty  acted  as  if  he  belonged,  the  other  players 
let  him  in  the  game,  even  though  he  didn't  have  any  chips. 
Monty  took  in  some  top-rated  people.  The  chairman  of  South- 
ern California  Edison,  a  director  of  Kaiser  Steel,  got  involved  in 
some  hopelessly  convoluted  deals  with  Rial.  The  former  chair- 
man of  Southwestern  Public  Service,  a  big  Texas  utility,  took 
early  retirement  to  go  work  for  Rial. 

"So,  did  Rial  end  a  rich  man?  Alas  for  him,  he  fell  in  love  with 
his  own  voice — and  now  he's  busto. 

"About  20  years  ago,  when  I  first  started  covering  business, 
people  told  me  that  one  of  the  key  principles  was  to  know  your 
customer.  Obviously,  that  principle  has  become  obsolete." 
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Cross-Channel  competition 

Britain's  "big  bang,"  the  deregula- 
tion of  London's  stoek  exchange, 
won't  go  off  until  Oct.  27,  but  its 
reverberations  are  already  shaking 
brokers  across  the  Channel.  As  Lon- 
don brokerages  prepare  for  the  cut- 
throat competition  of  negotiated 
commissions,  they  are  invading  their 
continental  neighbors'  turf  by  trading 
stocks  of  French,  German,  Swiss  and 
Dutch  companies.  "European  stock 
markets  are  really  becoming  one  big 
market,"  says  George  De  Vries,  port- 
folio manager  at  Amsterdam's  Pier- 
son,  Heldring  &  Pierson.  What  irks 
continental  brokers  is  that  London 
houses  are  already  slashing  commis- 
sions. On  the  continent,  these  range 
from  about  0.5%  of  a  trade  in  Amster- 
dam to  1%  in  Switzerland.  In  London, 
by  contrast,  brokers  will  gladly  trade 
the  same  stocks  for  as  low  as  0.3%. 
Led  by  Morgan  Stanley  and  Morgan 
Grenfell,  the  Londoners  already  may 
have  siphoned  off  as  much  as  15%  of 
the  foreign  business  at  brokerages  in 
Paris,  Amsterdam,  Frankfurt  and  Zu- 
rich. And  the  threat  is  growing.  On 
one  recent  day  London  brokers  were 
offering  10  blue-chip  Dutch  stocks, 
up  from  4  a  few  months  ago.  There 
were  15  French  stocks  available,  15 
German  and  8  Swiss.  "This  is  ex- 
tremely new  to  Swiss  brokers.  They 
simply  cannot  believe  it,"  says  one 
European  trader.  What  to  do?  Pier- 
son's  De  Vries  puts  it  simply,  "We 
have  all  got  to  become  more 
competitive." 


the  newsstands.  Gannett  chairman 
Allen  Neuharth  (South  Dakota,  '50) 
ensured  the  last  word  by  buying  a  full 
back-page  ad.  His  message  may  say  it 
all:  Headlined  "To  the  editors  of  The 
Harvard  Lampoon,"  it  concludes, 
"When  you  get  your  sheepskin,  don't 
call  us,  we'll  call  you." 


Small  business, 
big  headache 

Big  corporations  were  hit  hard  by 
the  huge  jump  in  liability  insur- 
ance costs  for  officers  and  directors, 
but  small  businessmen  are  suffering 
right  along  with  them.  The  liability 
tab  for  small  company  directors  is  up 
an  average  of  242%  this  year,  to 
$2,700  for  each  board  seat,  says  a  sur- 
vey of  small  business  by  Growth  Re- 
sources, Inc.,  the  Peabody,  Mass.  con- 
sulting group.  The  directors'  liability 
bill  went  up  400%  at  two-thirds  of  the 
41,000  firms  surveyed  and  stayed  flat 
for  the  rest,  the  survey  says.  The  re- 
sult is  that  only  31%  of  those  sur- 
veyed purchased  any  director's  liabil- 
ity policies  this  year,  down  from  41% 
last  year.  "The  removal  of  liability 
insurance  coverage  could  put  a  crimp 
on  the  progress  that  has  been  made  in 
attracting  outside  directors,"  says 
Richard  Bronstein,  president  of 
Growth  Resources.  Outside  directors 
now  account  for  two  of  five  directors 


on  the  average  small  company  board, 
and  more  than  70%  of  small  firms 
have  at  least  one,  he  says. 


The  corporate  travel  tab 

Businessmen  may  spend  S85  bil- 
lion on  travel  and  entertainment 
this  year,  up  from  $70  billion  in  1982, 
and  that's  one-third  more  than  they 
will  pay  in  taxes,  according  to  a  new 
study  by  American  Express.  The  T&E 
tab  could  reach  more  than  $100  bil- 
lion by  1990,  the  big  travel  company 
says.  The  pitch  that  follows  that 
windup  is  that  cost  controls  could  cut 
that  by  40%,  more  than  a  match  for 
the  corporate  tax  increases  that  will 
take  effect  next  January,  says  Roger 
Ballou,  executive  vice  president  of 
American  Express  Travel  Manage- 
ment Services.  Only  a  third  of  the 
2,500  companies  canvased  said  that 
their  travel-cost  controls  worked 
well,  and  half  have  no  formal  written 
travel  management  policies  at  all. 
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Harvard  strikes  again 

t  looks  like  USA  Today,  it  feels 
like  USA  Today,  but  one 
glance  will  tell  you  this  paper 
never  came  from  the  Gan- 
nett editors.  It  is  The  Har- 
vard Lampoon 's  parody  of 
the    four-year-old  na- 
tional daily,  the  same 
treatment   the  uni 
versity's  undergrad- 
uates have  applied 
to    such    worthies  as 
Time,   Newsweek,  People 
Cosmopolitan  and  Sports 
trated.  Publisher  Joe  Armstrong 
merly  with  New  York  magazine)  has 
put  750,000  copies  of  the  USA  satire  on 


Harvard's  L'SA  Today 
Trompe  I'oeil  publishing. 


Russia's  non-American 

The  economic  spooks  at  the  Cen- 
tral Intelligence  Agency  have  bad 
news  for  U.S.  farmers.  In  its  annual 
report  on  the  Soviet  economy,  Doug- 
las MacEachin,  the  CIA's  director  of 
Soviet  analysis,  predicts  that  from 
now  on  the  U.S.  will  be  the  "supplier 
of  last  resort"  for  Russian  grain  im- 
ports, yielding  to  more  favored  pro- 
ducers like  Australia,  Canada  and  In- 
dia. With  average  weather,  MacEa- 
chin said,  the  Soviet  Union  needs  to 
import  20  million  to  25  million  tons 
of  grain  annually.  Last  year  it  bought 
about  20  million  tons  from  the 
U.S.  The  latest  Agriculture 
Department  figures  show 
that  Soviet  purchases  this  year 
were  only  6.8  million  tons, 
most  of  it  corn  and  soybeans.  In 
contrast  with  last  year's  purchase 
of  4  million  tons  of  wheat,  the  Sovi- 
ets have  bought  only  152,000  tons  in 
1986.  The  CIA,  MacEachin  said,  now 
believes  that  increased  use  of  fertiliz- 
ers means  that  Russian  farmers  can 
produce  all  of  the  U.S.S.R.'s  needs  in 
times  of  very  good  weather. 


Now,  the  rent  a  phone 

Promotion  gimmicks  for  car  rental 
companies  have  run  the  gamut 
from  football  stars  to  free  mileage. 
The  newest  is  telephones.  Budget 
Rent  a  Car  is  now  offering  hand-held 
cellular  telephones  for  an  extra  $3  a 
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day,  plus  95  cents  a  minute  for  usage 
time,  and  has  2,000  of  them  available 
at  68  outlets  in  57  cities.  Manufac- 
tured by  Motorola,  the  battery-operat- 
ed phones  weigh  less  than  2  pounds 
and  cost  roughly  $1,800  apiece.  Ac- 
cess Communications  of  Houston, 
which  is  supplying  Budget's  instru- 
ments, says  there  are  now  about 
400,000  people  using  cellular  phones, 
a  number  that  it  expects  to  grow  to  1 
million  by  1990. 


Just-in-time  fertilizer 

Farmers  around  the  world  now 
spend  $30  billion  a  year  for  60  mil- 
lion tons  of  fixed  nitrogen  fertilizer, 
but  the  potential  is  200  million  tons, 
says  Moshe  Alamaro,  a  Boston-based 
Israeli  engineer.  His  firm,  Deshen  In- 
ternational, wants  to  exploit  it.  Since 
the  1920s,  he  says,  fertilizer  has  been 
made  from  fossil  fuels  and  nitrogen  in 
the  air  at  large-scale  centralized 
plants  that  are  capital  intensive  and 
take  years  to  build.  (One  slated  for 
startup  in  1987  in  Nigeria,  for  exam- 
ple, will  cost  more  than  $700  million.) 
Transportation  can  add  40%  to  300% 
to  the  price,  putting  it  out  of  reach  for 
developing  nations  like  Somalia,  Tan- 
zania, Thailand,  Brazil  and  China, 
which  need  it  most.  The  solution, 
Alamaro  says,  is  small-scale  fertilizer 
plants,  like  U.S.  cement  factories,  no 
more  than  200  miles  from  the  end 
user.  To  do  that,  he  plans  to  modify  an 
electric  arc  technology  developed  in 
Norway  at  the  turn  of  the  century 
that  manufactures  fertilizer  from  air 
and  water.  His  miniplants  would  pro- 
duce 10  to  30  tons  a  day,  compared 
with  1,000  for  the  big  plants.  But  they 
would  cost  only  $1  million  to  $6  mil- 
lion and  take  weeks  to  install,  he 
claims.  Moreover,  he  says  the  product 
could  be  trucked  to  farms,  further  cut- 
ting costs.  Alamaro  figures  his  mar- 
ket, in  areas  with  excess  electricity 
capacity,  could  reach  $500  million  by 
1993  and  claims  he  has  already  caught 
the  eye  of  venture  capital  firms  in 
Tokyo,  Sydney  and  Stockholm. 


The  battle  of  the  bags 

The  airlines  and  their  Washington 
regulators  are  locked  in  another 
battle,  this  time  over  baggage.  To 
avoid  the  bedlam  at  the  baggage-claim 
carousels,  passengers  have  been  carry- 
ing on  more  luggage,  and  the  airlines 
have  spent  millions  redesigning  stor- 
age bins  to  accommodate  it,  according 
to  the  Air  Transport  Association,  the 
carriers'  trade  group.  Passengers  save 
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Passengers  toting  their  own 
Carrying  on  about  carry-ons. 


time  and  the  airlines  save  labor,  it 
says.  But  the  federal  rule  says  all  car- 
ry-ons must  be  safely  stowed;  passen- 
gers ignore  it,  and  cabin  crews  are 
weary  of  hassling  them  to  obey  it.  So 
the  Association  of  Flight  Attendants 
wants  more  and  stricter  rules.  Last 
year  the  Federal  Aviation  Administra- 
tion suggested  that  passengers  be  held 
to  two  carry-on  bags  of  limited  size. 
The  ATA  balked  and  sent  an  appeal  to 
frequent  flyers  (misrepresenting  the 
FAA's  proposal,  the  agency  says).  The 
result  was  a  flood  of  objecting  letters, 
and  the  idea  died.  Now  the  FAA  has 
proposed  that  each  airline  set  its  own 
carry-on  policy  and  post  a  noncrew 
member  at  gates  to  screen  bags  and 
make  sure  they  are  safely  stowed.  Air- 
lines like  the  idea  of  writing  their  own 
baggage  rules,  but  they  are  objecting 
to  the  cost  of  extra  help  at  the  gate. 


The  high  cost  of  clinics 

Spending  for  health  care  in  the  U.S. 
has  risen  81%  since  1980,  to  $1.7 
trillion  last  year.  To  cut  their  share  of 
the  bill,  companies  have  been  urging 
employees  to  use  outpatient  clinics 
rather  than  hospital  stays.  That  has 
worked,  but  the  effect  on  costs  is  an- 
other story.  Out  of  50  million  health 
care  claims  it  surveys  each  year,  Cor- 
porate Health  Strategies,  a  consulting 
firm  in  New  Haven,  Conn,  that  works 
with  companies  like  General  Motors, 
TRW,  Mobil  and  Litton,  found  that 
total  outpatient  spending  rose  from 
36%  of  the  bill  in  1983  to  about  55% 
this  year.  But  costs,  which  were  sup- 
posed to  be  cut  20%  to  40%,  haven't 


come  near  that,  says  CHS  president 
Robert  Chernow.  Why?  A  survey  of  18 
million  outpatient  claims  and  50  mil- 
lion claims  for  hospital  stays  found 
that  surgeons  often  charge  outpa- 
tients more.  The  surgeon's  charge  for 
cataract  removal,  for  example,  may  be 
23%  more  in  a  clinic  and  up  to  31% 
higher  for  other  procedures.  The  over- 
all outpatient  cost  is  12%  less,  Cher- 
now notes,  but  only  because  clinics 
cost  less  than  hospitals.  He  suspects 
that  companies  have  not  paid  enough 
attention  to  outpatient  costs  and  that 
doctors,  whose  income  from  other 
quarters  is  under  pressure,  have  taken 
advantage. 


Tex  Mex  in  Tokyo 

Hamburgers  and  fried  chicken 
have  caught  on  in  Japan,  so  why 
not  Tex-Mex?  Taco  Time  Internation- 
al, the  $80  million  (sales)  fast-food 
firm  based  in  Eugene,  Ore.,  plans  to 
take  tacos,  nachos,  burritos  and  fruit 
empanadas  to  Japan.  Market  research 
showed  the  Japanese  like  Mexican 
food,  the  company  claims,  with  the 
exception  of  bean  burritos  (which  will 
likely  be  dropped  from  the  Japanese 
menu).  Portions  will  also  be  smaller, 
to  suit  local  habits.  Taco  Time  sold  a 
Japanese  franchise  to  a  Tokyo-based, 
Japanese-speaking  U.S.  businessman 
for  more  than  $500,000  and  hopes  to 
have  two  stores  in  Tokyo  and  Osaka 
by  early  next  year  and  then  to  add  five 
to  ten  more  annually  for  the  next  five 
years.  It  is  also  eyeing  Singapore, 
Hong  Kong  and  Malaysia. 


Tax  reform  for  pensions 

The  new  tax  bill  could  mean  drastic 
changes  in  private  pension  plans 
by  1989.  It  will,  for  example,  require 
companies  to  vest  more  employees 
much  more  quickly.  The  number 
vested  in  private  sector  plans  will  rise 
from  about  15  million  now  to  nearly 
17  million,  says  the  Employee  Benefit 
Research  Institute,  a  nonprofit  group 
in  Washington,  D.C.  Instead  of  the 
ten-year  vesting  used  by  86%  of  de- 
fined benefit  pension  plans  now,  most 
will  switch  to  five  years.  Overall,  pri- 
vate pension  costs  will  rise  2%  to 
7%— from  $1.4  billion  to  $4.7  billion 
a  year,  the  EBRI  says.  Plans  at  compa- 
nies with  young  employees  and  high 
turnover,  such  as  hotel  chains  and 
high-technology  and  computer  firms, 
could  face  cost  increases  of  up  to  40%, 
and  some,  EBRI  predicts,  may  cancel 
their  programs  as  a  result. 
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M/ert^   constantly  replacing  it,  buy  the 
best:  Schlesinger  Made  in  America  by  lovitig  hands, 
not  cold  machines.  From  leathers  so  superb,  95% 
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Latch  onto  true  quality  uilh  Schlesinger 
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Schlesinger  Brothers,  Drawer  F  il7Jackson 
Road,  Berlin,  New  Jersey  08009. 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$42  □  3  years  $84  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$77C,  3  years  $173C.  Orders  for  other 
countries  add  $35  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name      (please  print) 


New  Address 


City 


State  Zip 


Date  of  address  change 


F-3820 


Return  of  the  gas  guzzler 

Detroit's  gas-eating  juggernauts 
were  supposed  to  go  the  way  of 
the  dinosaur  when  Congress  mandat- 
ed mileage  standards  in  the  1970s. 
The  law  laid  down  two  rules.  The 
corporate  average  fuel  economy 
(CAFE)  requirement  said  that  a  manu- 
facturer's entire  fleet  had  to  meet  a 
yearly  minimum;  if  not,  the  company 
had  to  pay  $5  per  car  for  every  0.1  mpg 
over  the  standard.  A  special  "gas- 
guzzler"  tax,  based  on  a  single  city/ 
highway  figure,  would  be  paid  by  the 
buyer.  Until  last  year  most  big  auto- 
makers, by  juggling  small  cars  against 
big  ones,  were  meeting  the  CAFE  rule. 
By  1984  two  foreign  marques,  Mer- 
cedes and  Jaguar,  were  paying  more 
than  half  the  gas-guzzler  taxes.  The 
German  car's  buyers  contributed  al- 
most $3  million  to  the  U.S.  Treasury; 
Jaguar's  kicked  in  $2.1  million 
(Forbes,  Trends,  July  1,  1985)- 

Buyers  of  those  mileage-be-damned 
imports  continue  undeterred.  For 
1986  Jaguar  expects  to  sell  about 
22,000  cars.  Those  who  drive  away 
5,000  XJSs  will  shell  out  an  extra 
$1,500  each,  buyers  of  17,000  XJ6s  an 
extra  $850  for  the  privilege — in  total, 
$22  million.  Mercedes  drivers  will 
pony  up  from  $1,050  to  $1,500  for  an 
estimated  39,600  of  its  four  V-8  mod- 
els, a  total  of  perhaps  $50  million.  The 
point  is  that  drivers  paying  $36,000 
for  a  Jag  or  $50,000  to  $65,000  for  a 
Mercedes  aren't  likely  to  quibble 
about  an  extra  grand. 

Neither  Ford  nor  General  Motors 
has  a  car  subject  to  the  gas-guzzler 
tax.  Chrysler  has  three.  But  it,  not  the 
buyer,  pays  the  $500  tab  on  the  Chrys- 
ler Fifth  Avenue,  Dodge  Diplomat 
and  Plymouth  Gran  Fury. 

The  CAFE  or  fleet  penalties  are  an- 
other story,  and  it  is  General  Motors' 
particular  tale  of  woe.  The  high- 
priced  imports  must  pay  these — Jag- 
uar laid  out  $6.9  million  between 
1982  and  1984,  and  Mercedes  will 
likely  pay  about  $20  million  this  year. 
For  1986,  when  fleet  mileage  was  sup- 
posed to  call  for  a  minimum  of 
27.5mpg,  the  Department  of  Trans- 
portation bowed  to  Detroit's  pleas 
and  lowered  the  requirement,  so  no 
U.S.  manufacturer  is  paying  a  CAFE 
penalty  this  year.  Ford  has  about  $125 
million  due  but  hopes  to  scrape  to- 
gether sufficient  carryforward  fleet 
credits  to  avoid  it.  GM,  however, 
faces  a  $386  million  charge,  principal- 


Gan  Hallgrn 

ly  because  buyers,  influenced  by  fall 
ing  prices  at  the  gas  pump,  began 
switching  to  full-grown  automobiles. 

If  Transportation  Secretary  Eliza- 
beth Dole  sticks  to  the  letter  of  the) 
law,  GM  says  it  will  have  to  close  its 
big-car  plants.  ("No  car  over  four  cyl 
inders  can  deliver  27.5  miles  per  gal 
Ion,"  a  spokesman  says.)  GM  is  also 
arguing  that  the  mileage  require- 
ments are  depriving  consumers  o< 
their  free  choice  of  cars.  In  an  election 
year,  Congress  is  hardly  expected  ta 
touch  that  one.  So,  over  to  you,  Eliza- 
beth Dole. 


The  world  beyond  Detroit 

Four  years  ago  Arvin  Industries  oi 
Columbus,  Ind.,  the  primary  U.S 
maker  of  car  exhaust  systems,  dej 
pended  on  the  auto  industry  for  55%| 
of  its  sales  and  62%  of  operating  prof 
its.  So  the  auto  slump  devastated 
earnings,  which  fell  from  $2.22  a 
share  in  1977  to  46  cents  in  19801 
Arvin 's  president,  James  K.  Baker, 
steered  into  other  fields — rack  sterec 
systems,  cable-TV  converters,  satel 
lite  receiver  electronics,  etc. — so  thai 
by  1984  nonauto  products  provided 
38%  of  Arvin's  operating  profits,  ufj 
from  28%  in  1981.  Overall  sales  grew 
82%  by  1984  and  profits  by  nearly 
300%  in  the  same  period  (Forbes; 
Mar.  11,  1985). 

Diversification,  however,  has  no1 
distracted  Baker's  focus  on  Detroit 
Last  March  he  acquired  Schradei 
Automotive,  a  tire  valve  company 
from  Scovill  for  $39  million.  In  Au^ 
gust  he  agreed  to  buy  Maremonl 
Corp. — shock  absorbers,  struts  and 
exhaust  systems — from  Alusuisse  ol 
America  for  $245  million.  This  will 
add  nearly  $600  million  in  sales  tc 
Arvin  revenues,  bringing  them  tC 
nearly  $1.5  billion. 

Baker  continues  to  concentrate  on 
auto  parts  because  he  sees  Arvin  as  a 
major  supplier  in  world  markets.  "We 
know  how  to  make  money  in  autc 
parts,  and  we  want  to  continue  to 
support  General  Motors,  Ford  and 


DICTAPHONE, 
THE  VOICE 
BUSINESS 


Introducing  Dictaphone's 
new  Connexions  "Voice 
Processing  System. 

Communicating  without  a  voice 
may  work  for  some.  But  it  doesn't  work  in 
business.  Dictaphone,  the  com 
pany  which  has  been  keeping 
business  talking  for  years, 
introduces  a  new  era  in  exec- 
utive communications.  The 
Connexions  voice  processing 
system. 

Connexions  combines 
telephony,  voice  recording  and  computer  intel- 
ligence, to  provide  a  new  dimension  in  voice 
processing.  It  answers  your  phone,  takes  and 
sends  messages,  looks  up  numbers,  dials  your 
calls  and  records  meetings.  And  it  even  takes 
dictation.  With  it,  you  can  practically  run  your 
entire  business  from  the  top  of  your  desk.  Even 
if  you're  not  there. 

Connexions.  See  it.  Hear  it.  Use  it.  It 
will  give  you  an  even  greater  voice  in  business. 

Tto  team  more  about  Connexions  from  Dictaphone 

|  calitoll-free:  "| -800"342-8439 

|  or  write:  Dictaphone  Corp.  1 20  Old  Post  Road 
Rye,  N.Y.  10580-0648 

■  Name  

'  Title  

I  Company  

|  Address  


.Phone. 


Ciry. 


.State- 


■  DICTAPHONE*  and  Connexions™  are  trademarks  of 
"  Dictaphone  Corp.,  Rye,  N  Y  ©1986  Dictaphone  Corp 


THE  VOICE 
Of  BUSINESS 


=p  Dictaphone 

A  Pitney  Bowes  Company 


On  hiring:  "No  one  can  be  right  all  of  the  time,  but  it  helps  to  be  right  most  of  the  time.' 
Robert  Half  on  Hiring  by  Robert  Half  (Crown) 


Don't 
settle 
for 
second 
best. 


Using  a  specialist  will  increase  your  success  in 
hiring  accounting,  financial  and  edp  personnel— and 
using  Robert  Half,  the  most  experienced  personnel 
specialist,  will  increase  your  chance  of  success  even 
more.  Here's  why: 

•  You'll  be  getting  highly  personalized  service  from 
professionals  who  understand  your  financial  and 
edp  needs. 

•  You  won't  waste  time  with  unqualified  candidates. 
(We'd  prefer  not  to  fill  the  job,  rather  than  refer 
someone  who  doesn't  fit.) 

•  You'll  have  the  advantage  of  the  resources  of  the 
largest  organization  in  the  financial  and  data  pro- 
cessing personnel  field,  with  offices  on  three 
continents. 

•  You  pay  nothing  unless  we  fill  the  job.  And,  we  back 
each  and  every  placement  with  a  liberal  guarantee. 

Next  time  you're  looking  for  an  accountant,  financial 
or  edp  professional,  call  a  nearby  Robert  Half  office. 
You'll  be  glad  you  did. 


HALF® 

accounting,  financial  and  edp 
personnel  specialists. 


©  198S  Robert  Half  International  Inc.  All  offices  independently  owned  and  operated 


President  James  Baker  of  Anin 
Sticking  to  his  last. 


Chrysler  here,"  he  explains.  "But  tr. 
U.S.  and  Canada  are  only  25%  of  thl 
world  market,  and  we  want  to  suppoi 
other  markets,  too."  To  do  that  h 
needs  companies  with  strength  ovei 
seas.  Schrader,  with  more  than 
million  in  sales,  supplies  tire  valves  I 
123  countries  and  has  more  than  30°), 
of  the  world  market. 

Maremont  is  also  a  power  abroad.  1 
Mexico,  where  it  is  the  biggest  namt 
in  exhaust  systems,  for  example,  i 
supplies  Volkswagen  and  Nissan 
well  as  America's  big  three.  In  Europe 
Baker  hopes  Maremont  will  give  it  thi 
edge  in  market  share  as  catalytic  cor 
verters  for  emission  controls  tak 
hold  there.  "This  is  a  textbook,  classii 
fit,"  he  says.  (The  acquisition  als 
adds  to  Arvin's  debt  and  sops  up  somj 
of  its  cash  flow — both  of  whic 
should  automatically  give  takeove 
artists  second  thoughts.) 

Meanwhile,  Baker  is  still  expandin 
his  nonauto  businesses.  Last  mont 
Arvin  struck  a  deal  to  buy  System 
Research  Laboratories  of  Daytor 
Ohio,  an  aerospace  and  defense  outfii 
That  will  raise  its  government  an 
research  revenues  by  about  65%,  tl 
$200  million.  This  Christmas,  Ai 
vin's  new  compact  disk  players  wi] 
be  selling  in  major  retail  outlets  unde 
private  labels.  With  those  change; 
and  continued  production  line  im 
provements,  such  as  the  addition  c 
SI 00  million  worth  of  robots  and  otb 
er  automation  over  the  next  thre 
years,  Baker  expects  soon  to  regai; 
Arvin's  5%  profit  margins — and  keel 
them  there. 


*g*  VQftK  $13.50 
JERSf         Style  XC6 


This  is  it!  The  top  of  the  line  in  Officially  Licensed  NFL  caps: 
The  authentic  NFL  Pro  Line™,  from  AJD.  Four  smartly  tai- 
lored styles  to  choose  from,  including  the  new  suede  de 
sign:  Supple  hand-picked  suede  dyed  to  NFL  team  color 
specifications,  Style  SX6.  Corduroy,  in  NFL  official  team 
colors,  Style  CT6.  Poplin,  Style  XP6,  all  white.  Or  Poplin,  Style 
XC6,  and  100%  Nylon,  Style  X-96,  in  NFL  official  team 
colors.  All  styles  feature  direct  embroidery  for  long  -  lasting 
quality.  Wear  the  caps  the  NFL  players  and  coaches 
wear  Order  today! 
Sizes:  Adjustable— one  size  fits  all. 
Team(s)  Style      Qty.  Total 


VA  residents  add  4%  state  sales  tax/ Allow  4  to  6  weeks  for  delivery. 
Prices  include  shipping  and  handling. 

□  Check  or  money  order  enclosed.  $  Charge  to  my 

□  VISA  □  MasterCard:  Acct. #  

Exp.  Date  

Signature  


Name. 


Address . 


City,  State,  ZIP. 


1986  AJD  Cap  Company 


AJD  Cap  Company/3301  Castlewood  Road/Richmond,  VA  23234/804-233-9683  or  804-231  -0211. 
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Readers  Say 


Worthy  citizen 

Sir:  My  dream  was  to  be  mentioned  in 
your  magazine  when  it  came  out  with 
the  list  of  the  richest  people  in  the 
world.  Instead,  I  am  in  Forbes  (Fact 
and  Comment,  Aug.  25)  as  a  Senior 
Citizens'  Pinup  Boy.  Who  knows? 
Perhaps  that  is  a  better  way  to  be 
mentioned. 


— Kirk  Douglas 
Beverly  Hills,  Calif. 

I  U\  1(1  |. INK'S  S\^(TIJ 


Rich  in  approbation 


Not  so  toxic  nukes 

Sir:  Re  your  Aug.  25  article  on  nuclear 
waste.  You  might  begin  by  consider- 
ing the  waste  generated  in  the  produc- 
tion of  a  like  amount  of  electricity  by 
burning  oil  or  coal.  The  wastes  from 
nuclear,  coal  and  oil  are  all  toxic.  The 
wastes  from  nuclear  are  considerably 
smaller  in  volume  and  because  of  that 
are  under  much  better  control.  They 
are  much  less  toxic,  in  a  practical 
sense,  than  the  alternative  wastes. 
— -John  C.  Brotis 
Senior  Vice  President, 
Nuclear  Generation 
New  York  Power  Authority 
White  Plains,  NY. 


Good  point 

Sir:  You  call  a  book  a  "good  read" 
(Fact  and  Comment,  Aug.  11).  Will  it 
now  be  correct  to  call  a  dinner  a  good 
eat  and  a  movie  or  play  a  good  see? 
— Vince  Stierman 
Clinton,  Iowa 


Unequal  farmers 

Sir:  The  real  issue  on  farm  subsidies 
("Some  problems  won't  go  away," 
Sept.  22)  is  their  inequality.  One  farm 
m  California  will  receive  $20  million 


in  subsidies  this  year.  Like  many 
"farms"  in  the  Southwest,  it  also 
benefits  from  cheap  water  at  just  over 
10  cents  on  the  dollar  of  cost. 

If  the  programs  were  fairly  designed 
to  help  the  real  family  farmers,  the 
whole  program  would  cost  far  less  and 
be  far  more  effective. 
— WardMcCahe 
San  Jose,  Calif  '. 

Sir:  If  the  government  would  buy  the 
farmers'  land  at  $2,000  an  acre  and 
put  it  into  fallow  ground  and  grass- 
land, then  the  banks  would  be  off  the 
hook  and  the  farmers  would  have  only 
a  few  acres  for  farming. 

Now  when  banks  take  over  land, 
they  turn  around  and  lease  it,  often  to 
the  same  farmer.  The  surpluses  then 
continue. 
— Alvin  L.  Larson 
College  Park,  Md. 

Sir:  The  farmers  only  have  to  stop 
growing  the  things  that  are  in  surplus 
and  grow  those  things  that  we  import. 

— Robert  L.  Hecker 
Hollywood,  Calif. 


No  excuse 

Sir:  I'm  sorry  to  hear  that  "Stetson 
stumbled  .  .  ."  (Sept.  22),  but  I  take  ex- 
ception to  Alan  Feinberg's  passing  off 
his  personal  business  failure  as  "I'm 
really  a  marketing  man" — as  much  as 
to  say  that  marketing  men  don't  have 
bottom-line  business  sense. 
— Robert  L.  Rohrer 
Brentwood,  Tenn. 


Unethical  customers 

Sir:  Re  "Insurance  Liability  Looters 
Turn  Talons  On  Insurers"  (Fact  and 
Comment,  Sept.  8).  In  some  corporate 
suites,  there  is  an  element  that  under- 
writers try  to  avoid.  These  are  the 
people  who,  when  a  loss  occurs,  turn 
the  claim  over  to  their  lawyers. 

The  very  basis  of  insurance  is  un- 
derwriting the  good  risk  and  rejecting 
the  bad  risk,  and  some  corporate  exec- 
utives are  bad  risks.  If  Forbes  were  in 
the  insurance  business,  would  it  be 
willing  to  issue  a  policy  to  a  company 
known  for  its  unethical  practices? 
—Harold  W.  Horton 
Los  Angeles,  Calif. 

Sir:  I  am  trying  to  live  with  a  huge 
judgment  equal  to  more  than  I  will 


ever  be  capable  of  earning.  Why  do 
the  judges  and  jury  not  pay  attention 
to  keeping  the  judgments  at  least 
within  the  means  of  the  defendant?  I 
guess  I  am  looking  for  logic  where 
none  exists. 

After  the  cow's  been  stolen,  I  am 
entering  law  school  this  fall  at  age  46. 
It  would  have  been  cheaper  to  have 
gone  25  years  ago. 
— Lynn  B.  Combs 
Santa  Barbara,  Calif. 


Better  returns 

Sir:  The  Eaton  Vance  Government 
Obligations  Trust  yield  and  total  re- 
turn for  12  months  ended  June  30 
were  incorrectly  quoted  at  8.9%  and; 
14.0%,  respectively  (Sept.  8).  Our  total 
return  is  15.15%  and  our  yield  is 
9.68%  (exclusive  of  any  capital  gains). 
— Susan  M.  Schiff 
Eaton  Vance  Management,  Inc. 
Boston,  Mass. 


Tennis:  fountain  of  youth 

Sir:  Recently  I  saw  a  bumper  sticker 
that  read,  "Life  is  like  a  hotel  room. 
One  checks  in  and  one  checks  out." 

Incidentally,  you  may  be  interested 
in  knowing  that  while  I  am  only  90, 1 
hope  to  hit  100,  as  I  keep  in  good 
condition  by  playing  super-senior  ten-j 
nis.  Last  year  I  was  ranked  unofficial- 
ly in  the  National  85  and  Over  Class! 
as  No.  8  in  singles,  and  in  New  En- 
gland I  was  officially  ranked  No.  4  ini 
the  "80  and  Over  Singles." 
— Sidney  F.  Partridge 
Nelson,' NIL 


We  volunteered 

Sir:  In  response  to  reader  Westwater's! 
question  as  to  whether  I  or  any  of  my 
peers  volunteered  for  a  year  of  servicei 
in  the  Peace  Corps  (Readers  Say,  June\ 
2),  there  are  over  a  dozen  Peace  Corps 
veterans  in  my  program.  In  addition, 
there  are  several  veterans  of  other  vol- 
unteer relief  agencies.  One-half  of  my 
Yale  classmates  came  to  school  di- 
rectly from  government  and  from 
nonprofit  organizations,  and  many  of 
them  will  return  there  after  gradua- 
tion. I  worked  for  a  nonprofit  organi- 
zation for  eight  years  before  returning 
to  school. 

— Ralph  T.  Johnston,  '86 
Yale  School  of  Organization 

&  Management 
Yale  University 
New  Haver j,  Conn. 


SUPERVALUE  RATES  AREN'T  THE  ONLY  THING 
THAT'S  RED  HOT  AT  AVIS. 


hen  you're  hot,  you're  hot.  And  you  don't  want  a 
nr  rental  company  that  keeps  you  cooling  your 
pels. 

At  Avis,  we're  always  trying  harder.  With  red 
It  Avis  Express®  and  Avis  Rapid  ReturnSM,  no 
iher  company  can  get  you  coming  and  going  any 
ijicker.  And  you'll  be  traveling  in  a  red  hot  GM  or 
iherfine  car. 


And  smiling.  Because  with  everything  else, 
you're  getting  a  red  hot  SuperValue  Rate. 

There's  a  wide  selection  of  SuperValue  Rates, 
so  call  your  travel  consultant,  or 
Avis  at  1-800-331-1212,  for  the 
one  that's  going  to  make  your 
next  business  trip  even  hotter! 


)  1986  Avis  Rent  A  Car  System,  Inc.,  Avis® 


AVIS 


I  guess  it  would  be  the  hidden 
costs,  the  ones  that  sneak  up  on 
you  later  on.  Overpriced  service 
contracts,  interest  charges,  heavy 
supply  costs... 

Maybe  Pitney  Bowes  could 
eliminate  them. 

How  could  we  do  that? 

We  could  work  out  a  total 
package — financial,  service 
and  supplies. 

Sure!  An  automatic  service 
dispatching  system  and  a  discount 
supply  line! 

So,  with  a  Pitney  Bowes  copier 
you  can  get  a  state-of-the-art 
machine  and  one  person  to 
talk  to.  One  contact  for  the 
lease,  for  service  and  supplies. 
You  get  peace  of  mind. 

This  will  make  a  lot  of  people  happy 


1 


Pitney  Bowes  copiers 

For  details  call 

1-800-MR  BOWES,  ext.  362. 


A  climate  that  grows  ideas 

Dp  Pitney  Bowes 


'With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THE  MOST  SIGNIFICANT  CONQUEST  MRS.  AQUINO  MADE 


l  her  winning  of  American  hearts  and  minds  was  that  of 
le  Reagans,  the  Shultzes  and  key  Capitol  Hillers. 

Before  her  visit  a  number  of  D.C.  hardheaded  hard-liners 
xpressed  doubts  about  her  capability  to  govern  the  Philip- 
ines.  Some  would-be  Men  on  Horseback  in  the  Manila 
military  took  hope  from  such  U.S.  doubters  in  high  places. 

These  unthinking  Tough  Guys  in  both  the  Philippine 
apital  and  our  own  have  been  acting  as  if  the  U.S.  had  a 
hoice  of  who  should  head  that  key  Pacific  nation.  To 
magine  that  a  high  P.I.  general,  backed  by  a  Red-blinded 
Vashington  faction,  could  usurp  power  so  soon  after  the 


Marcos  collapse  was  and  is  asinine. 

Mrs.  Aquino  returned  home  enormously  strengthened 
by  her  obliteration  of  those  who  were  urging  the  Adminis- 
tration to  hold  back  full  support. 

The  lady's  no  leftist.  She  is  democracy's  greatest  hope  in 
the  Philippines.  Today  those  who  count,  those  who  have 
the  power  in  Washington,  know  it. 

The  vital  sinews  of  financial  support,  resumed  U.S. 
investment,  as  well  as  moral  and  military  assistance,  will 
increasingly  follow,  now  that  key  U.S.  hearts  are  in  step 
with  clear  U.S.  heads. 


EFFORTS  TO  REPEAL  THE  PRESIDENTIAL  TWO  TERM  AMENDMENT 

to  the  Constitution  will  be  futile. 
As  they  should  be. 

HOW  TO  FOIL  AN  ANTITRUST  ACTION 


Larry  Tisch  is  the  freshly  created  CEO  of  the  CBS 
etwork. 

I  Jack  Welch  is  chieftain  of  GE,  which  took  over  NBC  not 
'pat  many  months  ago. 

:  At  a  recent  social  gathering  aboard  The  Highlander, 


in  earnest  conversation.  I  said  to  them,  "The  antitrust 
division  will  get  you  two  new  TV  tycoons  if  you  don't 
watch  out." 

Replied  happily  smiling  Mr.  Tisch:  "They  couldn't 
make  a  case.  Neither  of  us  knows  what  he's  talking 


<JBC's  coronated  Jack  and  CBS'  newly  crowned  Larry  were  about." 


SHOULD  THE  PILOTS 

Absolutely. 

With  no  pilots  aboard,  there's  no  way 
plane  hijacked  on  the  ground  can  be 
nade  to  fly  all  over  the  place  looking 
or  a  country  that  will  let  them  land. 
iuch  ups  and  downs  enormously  mul- 
lply  the  danger  to  all  on  board. 

Those  criticizing  the  Pan  Am  pilots 
or  using  escape  procedures  to  get  out 


OF  THE  HIJACKED  747  HAVE  DROPPED  OUT? 

unseen  as  per  methods  established  for 
such  emergencies  should  understand 
that  this  has  nothing  to  do  with  the 
seagoing  tradition  of  captains'  being 
the  last  off  sinking  ships. 

The  only  trouble  now,  of  course,  is 
that  future  hijackers  are  alerted  and  one 
of  them  could  be  diverted  to  keeping  a 
gun  on  the  cockpit  escape. 


\  / 
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HOOVER'S  LAMENT  FORESHADOWED  FDR'S  GREATEST  OBSTACLE 

In  a  personal  letter,  Hoover  remarks  about  his  White       The  Supreme  Court  shared  Hoover's  view  and  strucj 


House  successor,  Franklin  D. 
Roosevelt,  "Privately,  I  have  the 
feeling  that  there  is  no  stopping 
this  man  as  he  totally  ignores  the 
Constitution  and  we  have  no  oth- 
er method  of  restraint  that  can  be 
applied.  .  .  ." 


Privately,  I  have  the  feeling 
that  there  Is  no  stopping  this  man  as 
he  totally  Ignores  the  Constitution  and 
we  have  no  other  method  of  restraint 
that  can  be  applied. 


Yours  faithfully. 


down  time  after  time  many  Icq 
Roosevelt  measures  as  being  ui) 
constitutional.  To  knock  dow 
these  Nine  Old  Men,  frustrate) 
Franklin  proposed  to  pack  th 
Court  with  more  amenable  juj 
tices.  That  effort  went  nowhereJ 


SELLING  LIQUOR  IS  A  TOUGH  JOB 


"Witeris  for  teardrops: 
Dicker's  lor 


because  of  myriad  restrictions.  Yet, 
so  challenged,  some  of  the  best 
work  in  advertising  is  done  for 
spirits.  But,  for  sure,  this  one  for 
Dickel  ain't.  As  one  reader  wrote, 
"I  wasn't  sure  if  this  is  a  temper- 
ance ad  warning  of  the  perils  of 
demon  rum,  or  what.  " 

Among  advertising  classics  have 
been  the  House  of  Seagram's  holi- 
day-time messages,  and  this  is  a 
prime  example. 


Tr*  porty  baqina 
?dnnb  later 
Alter  «dnnkj 


UteMdnnki 
Atter5dnnkj 


The  Houaa  ot  Seagram 


RESTAURANTS— GO,  ,  STOP 


•  Hard  Rock  Cafe— 221  West  57th  St.  (Tel:  489-6565). 
It's  long  been  customary  for  America  to  export  its  ham- 
burger-chicken chains.  In  this  great  exception,  we  import- 
ed a  classic.  The  Hard  Rock  Cafe,  started  by  two  Ameri- 
cans in  London,  was  a  smash  there  and  is  an  even  greater 
smash  here.  So  good  they're  spreading,  with  Dallas  next  on 
this  real  Hit  list. 

Memphis — 329  Columbus  Ave.  near  76th  St.  (Tel: 
496-1840).  Maybe  this  should  be  •  because  certainly  it's 
the  best  of  the  Cajun  rage  that  we've  tasted.  But  some- 
how, the  austere,  soaring  bank-ish  interior  combines 
with  mingling  swingles  to  leave  one  with  mixed  feelings. 
Try  it  yourself.  Maybe  you'll  agree  with  most  that  it 
should  be  so  popular. 

•  Le  Reginette—  69  East  59th  St.  (Tel:  758-0530).  The 
chic-est,  most  delicious  bistro  in  Midtown.  Right  under 
Christie's  Park  Avenue  haute  auction  house,  here's  a 
varied  and  first-rate  menu  you  don't  have  to  bid  too  high 
for  to  enjoy. 

•  Elmer's  Steakhouse — 1034  Second  Ave.  near  54th 
St.  (Tel:  751-8020).  A  magazine  that  should  know  better 
branded  this  first-rate.  It  ain't. 

America—  9  East  18th  St.  (Tel:  505-2110).  So  popu- 
lar we  never  got  in  for  lunch  until  recently  on  a  rainy 
day.  I  pegged  it  as  one  of  those  swarming  hives  where 
unfood-minded  drones  dine  off  each  other.  Wrong.  As 
son  Bob  reported,  "Just  because  it's  cavernous,  cacophan- 
ous  and  state-of-warehouse-art-y  doesn't  mean  the  food 


has  to  be  terrible,  too."  The  food's  great,  the  quantity' 
greater.  Tex-Mex,  Cajun,  Italian,  eclectic  America.  Yo' 
name  it,  you  got  it.  Go. 

•  Sistina— 1555  Second  Ave.  near  81st  St.  (Tel:  861 
7660).  Four  Brothers  Bruno  have  recently  given  birth  t< 
this  most  attractive  Rome-esque  restaurant.  So  many  d 
NYC's  many  Italian  restaurants  have  pasty  pasta,  but  her 
are  the  tasty  varieties  that  made  the  stuff  world-famed 
The  Four  Brothers'  eager  earnestness  lifts  menu,  service 
and  patron  morale  way  out  of  the  mediocrity  general!; 
prevailing  in  this  genre. 

•  Cafe  du  Pare— 106  East  19th  St.  (Tel:  777-78401 
This  place  is  so  pleasant  looking  and  seems  so  to  befi 
Gramercy  Park's  frayed  gentility  that  it  attracts  mor< 
critics  and  customers  than  the  O.K.  food  and  slow,  some 
what  indifferent  service  warrant. 

Les  Tournebroches— 153  East  53rd  St.  (Tel:  935 
6029).  Citicorp  Center's  full  of  attractive  shops,  and  this  I 
the  best  of  some  eateries  that  largely  disappoint.  Th< 
greatest  thing  going  for  it  is  modest  prices. 

•  Indochine— 430  Lafayette  St.  (Tel:  505-5111)— ii 
hot  in  all  the  good  senses  of  the  word.  Even  with  hard-to 
get  reservations  there  may  be  a  30-minute  wait  becaus« 
everybody  likes  to  linger  and  ogle  each  other's  costumec 
and  coiffed  chicness  or  way-outness.  The  dishes  are  thfl 
most  Saigonesque  I've  tasted  anywhere  but  in  Saigon 
(pre-Vietnam).  If  you  can  get  in,  you'll  enjoy  giving 
Indochine  a  go. 
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POLAROID'S  BUILT  YET  A  BETTER  PICTURE  "TRAP" 


and  its  new  Spectra 
camera  should  result 
in  its  return  to  vigor- 
ous good  health.  The 
extraordinary  auto- 
matic focus  plus  new 
color  rectangular 
prints  of  fascinating 
color  fidelity  in  a 
minute  are  pretty  irre- 
sistible once  you've 
seen  or  tried  them. 


"/  Am  a  Camera":  Sam  Kusumoto,  president  of 
Minolta,  using  a  Polaroid  Spectra  to  snap  (right  to 
left):  Mac  Booth,  president  of  Polaroid;  John  Reed, 
chairman  of  Citicorp;  and  Roger  Smith,  chairman  of 
General  Motors.  Shot  taken  by  Nobito  Ishizaka,  chair- 
man of  Toshiba  America,  aboard  The  Highlander. 


There's  so  much 
fun  in  having  instant 
pics  of  what  and  who 
and  when  you  click. 
Now  that  these  snaps 
are  a  high-tech  leap 
ahead,  Polaroid  should 
enjoy  the  return  of  ex- 
citement and  reclimb- 
ing  sales. 

Try  one  and  see  if 
you  don't  agree. 


BRAZIL'S  PRESIDENT  SUGGESTS  NEW  SPEECH  SEQUENCE 


During  his  recent  visit  to  Washington,  Brazil's  toughly 
ible  leader,  Jose  Sarney,  and  his  charming  First  Lady 
leveloped  a  warm  rapport  with  the 
rleagans.  The  two  presidents  dealt 
Ivith  some  trade  problems  that  have 
lnr>wn  from  the  extraordinary  Brazil- 
an  economic  achievements  accom- 
lished  since  Sarney  took  the  helm. 
Following  a  splendid  luncheon 
hosted  by  Secretary  of  State  Shultz, 
resident  Sarney  began  his  remarks 


by  observing  that  he  always  found  it  difficult  to  hold  an 
audience's  attention  after  a  big  meal  that  was  accompanied 
Reutersraettmann  Newsphotos        appropriate  libations. 

He  suggested,  "Maybe  we  should 
learn  something  from  the  Chinese 
who  follow  the  custom  of  having 
their  speeches  before  the  meal  on 
the  theory  that  people  tend  to  listen 
better  when  they're  hungry." 
It's  not  a  bad  idea.  Hungry  speak- 
Secretary  Shultz  hosting  Brazil's  Sarney  ers  might  be  briefer. 


HOW  TO  ENJOY  YOURSELF 

Do  what  you  enjoy. 


IT'S  NO  GO 


not  to. 


BOOKS 


.  rillCosby 
Fatherhood 


•  Fatherhood— by  Bill  Cosby  (A  Dol- 
phin Book,  Doubleday,  $14.95).  If 
you've  ever  had,  been  or  been  around 
kids,  these  pages  are  for  you.  Chock- 
full  of  chuckles,  strewn  with  philo- 
sophical nuggets  extracted  from  the 
pain/pleasure  of  raising  a  brood.  Cos- 
by's  Fatherhood  is  at  the  top  of  the 


estseller  list  and  you  should  put  it  on  the  top  of  yours. 


i  Excerpts:  Because  we  were  college  graduates,  we  studied 
things  that  people  have  always  done  naturally,  like  have 
:hildren;  and  so,  we  decided  to  have  our  first  child  by 
latural  childbirth.  My  wife's  job  was  tokeep  breathing,  but 
she  had  studied  how  to  do  this  in  the  course,  so  she  was 
breathing  at  the  top  of  her  class.  By  the  time  we  had 
cinished  the  class,  we  were  well  prepared  for  natural 
zhildbirth,  which  means  that  no  drugs  can  be  given  to  the 
(emale  during  delivery.  The  father,  hov/ever,  can  have  all 
hewants.  .  .  .There  is  no  wisdom  I  can  give  you  new  fathers 
more  profound  than  [this]:  You  are  not  the  boss  of  this 
house  that  you  want  the  children  out  of  within  thirty  years 
and  you  are  not  allowed  to  give  them  permission  for 
anything.  When  one  of  them  comes  to  you  and  says,  "Dad, 
zan  I  go  explore  the  Upper  Nile!"  your  answer  must  be,  "Go 


ask  your  mother."  .  .  .  My  father  called  me  fesus  Christ. 
Often  he  turned  tome  and  said,  "fesus  Christ!" My  brother 
had  a  name  that  also  ended  in  a  consonant:  "Lookdam- 
mit."  Addressing  the  two  of  us,  my  father  would  say, 
"Lookdammit,  stop  jumping  on  the  furniture!  fesus  Christ, 
can't  you  ever  be  still!" 

My  father,  however,  did  sometimes  get  me  and  my 
brother  mixed  up.  One  day  when  I  was  out  playing  in  the 
rain,  he  came  to  the  door  and  said,  "Lookdammit. "  And  I 
replied,  "Dad,  I'm  Jesus  Christ." 


HOW 
TO  CHECK 
REFERENCES 

WHEN 
REFERENCES 
ARE  HARD 
TO  CHECK 


•  How  to  Check  References  When 
References  Are  Hard  to  Check — by 

Robert  Half  (Robert  Half  Internation- 
al Inc.,  Administrative  Services,  522 
Fifth  Ave.,  New  York,  N.Y.  10036). 
This  is  a  booklet  more  than  a  book, 
and  it's  free.  It  speaks  pithy  volumes 
on  a  subject  of  paramount  interest 
and  paramount  frustration  to  the  givers  and  getters  for 
whom  references  are  a  necessity  in  this  age  of  suing 
mania.  In  any  business  those  involved  in  writing  them 
and  checking  them  shouldn't  be  without  this  handbook. 


I  Q 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Mind  over  Sun 

Instead  of  a  period  of  relaxation, 
Saturday  and  Sunday  can  be  a  drain- 
ing test  of  wills.  The  battle  is  be- 
tween people  who  love  to  read  or 
watch  old  movies  on  TV  and  those 
who  think  pleasant  weather  man- 
dates outdoor  frolic. 

Sunshine  addicts  feel  no  hesitation 
about  imposing  their  desires  on  oth- 
ers. The  absurdity  of  such  arrogance  is 
stunning.  After  all,  which  is  more 
worthwhile  and  fulfilling — becoming 
absorbed  in  a  great  book  or  whacking 
a  volleyball?  Despite  what  upscale 
America's  fascination  with  fitness 
might  suggest,  the  mind  needs  exer- 
cise, too. 

— Paul  Turner, 

Austin  American- Statesman 

Too  Good  To  Be  True 

Some  employers  have  conditioned 
themselves  to  be  suspicious  of  all 
glowing  references,  and  at  least  one  I 
know  has  a  cynical  theory  that  the 
better  the  reference,  the  more  anxious 
the  company  is  to  lose  the  employee. 
— How  To  Check  References  When 
References  Are  Hard  To  Check, 
by  Robert  Half 

Great  Minds 

Great  minds  can  do  terrible 
things — to  themselves,  to  their  fam- 
ilies, and  to  their  nations.  The  win- 
nowing process  can  only  identify  the 
best  physicist;  it  can't  assure  that  he 
won't  build  a  small  nuclear  bomb  and 


blow  up  the  Empire  State  Building. 
Education  is  more  than  mental  calis- 
thenics. It  is  a  lonely  search  for 
truth — not  a  learning  of  the  truth,  but 
a  search  for  your  own  inner  truths 
that  will  determine  how  you  act  to- 
ward your  fellow  man. 

—Senator  Bill  Bradley  (D-N.J.) 

Out  for  Pilots 

The  crew  of  Pan  Am  Flight  73  was 
simply  following  the  first  rule  for 
dealing  with  a  hijacking:  Keep  the 
plane  on  the  ground.  "The  crew  did 
exactly  what  it  was  supposed  to  do," 
said  Martin  Shugrue,  chief  operating 
officer  of  Pan  American  World  Air- 
ways. "This  is  a  textbook  execution  of 
what  these  airmen  are  trained  and 
taught  to  do."  The  "textbook"  that 
Shugrue  was  talking  about  is  an  anti- 
terrorist  training  program  called  "The 
Common  Strategy." 

"The  [priority]  is  to  render  the  air- 
plane immovable,"  said  Henry  Duffy, 
president  of  the  Air  Line  Pilots  Asso- 
ciation. "And  that's  exactly  what  the 
crew  did." 

— Nancy  Cooper,  Newsweek 

Bare  Joie  de  Vivre 

Americans'  sense  of  comfort  has 
gone  a  bit  far.  You  see  them  without 
shirts;  soon  you'll  see  them  without 
pants.  And  everywhere,  up  and  down 
Park  Avenue,  you  see  them  in  their 
Nikes.  .  .  .You  walk  into  a  restaurant, 
and  maybe  people  are  laughing  a  bit 
loud,   but  they're   laughing  a  lot. 


There's  a  joie  de  vivre  in  Americi 
People  are  still  coming  to  look  for  th 
American  dream. 

— Hebe  Dorsey,  fashion  writer  for  th 

International  Herald  Tribune,  in  \ 

Buys  American 

Brazil  [has)  graduated  into  a  sort  d 
Third  World  Japan  that  gives  enoi 
mous  emphasis  to  promoting  export 
and  economic  ties  with  the  world — i 
has  the  world's  third  largest  trade  sui 
plus  after  Japan  and  West  Germany. 

Brazil's  trade  surplus  with  the  U.^ 
has  totaled  $12  billion  over  the  pas 
three  years  and,  while  it  is  now  fallin 
as  Brazil's  boom  is  fed  by  new  irrj 
ports,  it  is  nonetheless  expected  t| 
reach  some  $4  billion  in  1986. 

"We  are  one  of  the  few  countrie 
that  can  ease  the  U.S.  trade  deficit, 
[President  Jose)  Sarney  said.  "Our  im 
ports  from  the  U.S.  are  already  grow 
ing  again  by  10%  per  year,  and  wi 
would  buy  much  more  if  we  could  ge 
some  relief  from  our  debt-servicinj 
costs.  That  is  the  key.  We  need  re) 
sources  to  keep  growing." 

— Alan  Riding,  New  York  Time 


The  nice  thing  about  being 
a  celebrity  is  that  when 
you  bore  people,  they  think 
it's  their  fault. 

— Henry  Kissinger,  New  York  Pos 


Hope? 

Maybe  it  is  possible,  after  all  these 
years  and  all  those  approaches,  to  get 
rid  of  roaches.  Combat  seems  to  work, 
Happiness  is  flicking  on  the  kitcher 
light  at  2  a.m.  and  not  seeing  anything 
scurry. 

— New  York  Times  editorial 

Tough  Times 

The  flow  of  money  between  genera- 
tions always  seems  to  be  a  problem  in 
American  families.  Now  that  my  fa- 
ther is  a  grandfather,  he  just  can't  wait 
to  give  money  to  my  kids.  But  when  I 
was  his  kid  and  I  asked  him  for  fifty 
cents,  he  would  tell  me  the  story  oi 
his  life:  how  he  got  up  at  four  o'clock 
in  the  morning  when  he  was  seven 
years  old  and  walked  twenty-three 
miles  to  milk  ninety  cows.  And  the 
farmer  for  whom  he  worked  had  no 
bucket,  so  my  father  had  to  squirt  the 
milk  into  his  little  hand  and  then 
walk  eight  miles  to  the  nearest  can. 
For  five  cents  a  month. 

— Fatherhood,  by  Bill  Cosby 


"Here's your  tax-reform  snowball,  Mister  President . . . 
and  I'll  be  damned  if  I  know  how  you  did  that. " 
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The  most  efficient 
vehicle  yet  devised  fc 
crossing  the  Atlantic 


The  familiar  brown  UPS 
package  car  has  symbolized  effi- 
cient delivery  service  in  America 
for  over  70  years. 

Now  that  same  dependable 
service  reaches  every  major 
European  business  center.  Our  ex- 
panded coverage  includes  every 
address  in  Austria,  Belgium,  Den- 
mark, Finland,  France,  Ireland, 
Italy,  Liechtenstein,  Luxembourg, 
Monaco,  Netherlands,  Norway, 
Sweden,  Switzerland,  the  United 
Kingdom  and  West  Germany. 


And  we  can  get  your  Europe- 
bound  packages  and  documents 
virtually  anywhere  you  need 
them  in  just  two  business  days.* 

Whats  more,  we  offer  you 
European  service  with  all  the  con- 
veniences you've  come  to  expect 
at  home. 

\bur  regular  UPS  driver  picks 
up  your  European  shipments 
with  your  domestic  packages  auto- 
matically each  day.  We  offer  rates 
to  Europe  that  are  among  the 
lowest  in  the  air  industry.  And  we 


take  care  of  all  customs  cleai 
at  no  extra  charge 

Call  us  at  1-800-321-50 
extension  665  and  we'll  send 
complete  package  of  inform 
on  how  to  use  LTPS  air  servi< 
to  and  from  Europe. 

•Delivery  to  some  areas  requires  3  days.  ©United  Parcel 
of  America,  19&6. 


ups 


We  run  the  tightest  ship  i 
the  shipping  business; 


For  information  call:  1-800-321-5000  ext.665. 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


HIGH  TECH  OPEC? 

The  U.S.  and  Japanese  governments  this  summer  made  a 
cartel-like  deal  to  manage  prices  and  markets  for  semicon- 
ductors, including  memory  chips,  a  critical  part  of  the 
licomputer,  whose  sales  are  more  than  $3  billion  a  year.  The 
[Jtwo  governments  agreed  to  have  the  U.S.  Commerce  De- 
Ifcartment  set  minimum  prices,  and  the  Japanese 
[promised  to  guarantee  a  portion  of  their  market 
Hto  the  Americans.  The  Japanese  also  agreed  to 
Ifcpply  the  price-fixing  formula  to  chips  sold  by 
llheir  companies  to  other  countries. 
H  The  accord  should  be  scrapped,  and  the  soon- 
Ipr  the  better.  It  will  do  more  harm  than  good. 


Go  the  way  of  steel. 

This  OPEC-ish  agreement  was  reached  in  response  to  shortcomings, 
charges  by  American  manufacturers  that  competitive 
companies  from  Japan  were  "dumping"  product  into  the 
U.S.  market  and  that  the  Japanese  were  unfairly  hobbling 
Americans  in  the  Japanese  home  market. 

Thanks  to  this  agreement,  prices  for  the  widely  used 
E56K  RAM  chip  have  more  than  tripled.  These  higher 
charges  will  have  deleterious  consequences. 

American  consumers  will  pay  several  hundred  million 
additional  dollars  for  computers,  calculators  and  the  like. 
More  important,  American  manufacturers  who  use  the 
expensive  chips  will  become  less  competitive  with  for- 
eigners. That's  why  some  now  talk  of  moving  facilities  out 
of  the  U.S.  This  will  cost  America  jobs. 

Expensive  chips  will  slow  the  pace  of  innovation.  By  now, 


it's  a  cliche  that  a  computer  the  size  of  a  pencil  has  the 

power  that  a  computer  the  size  of  a  big  office  had  40  years 

ago.  The  ever  cheaper,  ever  more  powerful  chip  has  made 

this  possible.  It  has  opened  up  an  extraordinary  number  of 

new  uses  in  everyday  products  like  refrigerators,  stoves, 

jj  cars,  etc.  We're  just  beginning  to  see  the  benefits. 

|     Having  the  Commerce  Department  keep 

%  prices  artificially  high  will  help  competitors 

%  from  Taiwan,  South  Korea  and  even  Western 
a 

|  Europe.  This  protectionism  will  make  Ameri- 
<>■  cans  less  innovative.  The  sad  state  of  the  steel 
industry  is  prime  evidence  of  protectionism's 


The  accusation  that  the  Japanese  were  dumping  into  the 
U.S.  was  ludicrous.  They  were  charging  American  custom- 
ers more  than  their  Japanese  customers.  Both  Japanese  and 
American  makers  have  been  squeezed  recently  because 
supply  has  vastly  exceeded  demand,  thanks  to  new  capaci- 
ty coinciding  with  the  computer  industry  slump.  As  a 
result,  prices  have  been  cut  sharply.  That's  not  a  conspira- 
cy. It's  a  phenomenon  well  known  in  the  business  world, 
as  the  oil  industry,  the  insurance  industry,  the  forest 
products  industry,  etc.,  can  testify. 

American  microchippers  had  a  legitimate  beef  about  the 
difficulty  of  selling  in  Japan.  But  this  isn't  the  solution. 

For  our  sake,  we  should  destroy  this  new  cartel  and  let 
chip  prices  fall  where  they  may. 


THE  GERMANS 


'  lave  been  resisting  American  suggestions  that  they  rev  up 
their  sluggish  economy  by  lowering  their  interest  rates. 
They  fear  that  such  measures  would  stimulate  inflation, 
which,  under  current  circumstances,  is  somewhat  akin  to 
an  anorexic's  worrying  about  obesity. 

But  there  is  one  vehicle  for  stimulating  the  Teutonic 
GNP  that  would  not  arouse  central  bankers  and  would  be  a 
big  hit  with  the  consuming  (and  voting)  public:  junking 
jthe  Federal  Republic's  archaic  laws  that  rigidly  regulate 
the  hours  that  retail  stores  can  stay  open. 

Currently,  most  merchants  must  shutter  their  shops  at 
6:30  p.m.  on  weekdays  and  2:30  p.m.  on  Saturdays.  They're 


not  allowed  to  open  on  Sunday.  That  leaves  too  little  time 
for  shopping  for  people  who  have  to  work  for  a  living. 

Store  owners  should  have  the  freedom  to  set  their  own 
hours.  Many  will  quickly  find  that  later  closings  will  mean 
more  sales.  It  will  also  mean  more  jobs,  thereby  helping  to 
reduce  that  country's  high  unemployment. 

Everyone  accuses  the  Germans  of  saving  too  much. 
Longer  shopping  hours  will  give  citizens  an  opportunity  to 
spend  more  of  what  they  earn.  Polls  in  Germany  show 
overwhelming  support  for  the  idea. 

Chancellor  Kohl  should  take  action.  Voters  will  remem- 
ber him  warmly  for  it  in  the  national  elections  this  January. 
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IMS  TABU 


MAY  I 


CKYOU 


OFF  YOUR  CHAIR. 


AT&T 

Monthly 
Long  Distance 
Bill 

US  Sprint  US  Sprint 

Monthly  Savings        Annual  Savings 
for  Charter             for  Charter 
Customers  Customers 

$25 

$3.78 

$45.39 

$50 

$7.56 

$90.78 

$100 

$20.26 

$243.12 

$200 

$43.40 

$520.80 

$500 

$108.50 

$1,302.00 

$1,000 

$208.03 

$2,496.36 

$2,500 

$557.80 

$6,693.60 

$5,000 

$1,115.62 

$13,387.44 

$10,000 

$2,231.34 

$26,776.08 

$25,000 

$4,312.92 

$51,755.04 

The  best  deal  in  long  distance  history  is  staring 
you  right  in  the  face. 

As  you  can  see,  you  can  save  a  rather  large  sum 
of  money  over  the  course  of  a  year  simply  by  sign- 
ing up  with  US  Sprint™  before  October  31.  (The 
equivalent  of  about  2  months  of  long  distance  free*) 
You  can  find  out  how  we  save  you  that  kind  of 


money  by  calling  us  for  details. 
We  assure  you  there  are  no  tricks.  No  gimmicks 
No  games.  Just  substantial  savings.  And  a  deadtii 
of  October  31. 

So  call  now.  You've  got  nothing  to  lose,  except 
little  sleep.  Call  1-800-527-6972. 


US  Sprint 

SOUHM  LOT  TOU"M  M6HT  MOT  BOOT" 


©  1986  US  Sprint  Communications  Company  ®  Sprint  is  a  registered  trademark  of  US  Sprint  Communications  Company  AG1  k/United  Telecommunications  Partnership. 
Residential  customers  must  be  in  equal  access  areas.  Offer  good  pending  regulatory  approval.  International  calk  excluded.  'Savings  based  on  typical  AT&T  but 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


LISTEN  TO  EVERYONE  .  .  .  AND  KEEP  COOL 


No  wonder 
Wall  Street 
is  confused 


Uncertainty  about 
tax  reform 
has  hit  with 
a  vengeance 


A  downturn  is 
inevitable,  but 
it  needn't  be 
severe 


TWO  DISTINCTLY  DIFFERING  VIEWS  OF  THE  FUTURE  of  the  U.S.  economy 

are  available  at  present.  One  says  all  will  turn  out  all  right,  after  all. 
The  other  says  that  all  is  going  to  hell  in  an  inflationary  handbasket. 

Confusing  as  it  may  seem,  both  views,  within  limits,  are  probably 
right.  It's  all  a  matter  of  timing  and  perspective. 

In  the  short  run,  growth  in  the  third  quarter  of  this  year,  when  final 
numbers  come  out,  and  possibly  also  the  fourth,  will  look  much  better 
than  the  anemic  0.6%  GNP  growth  in  the  second  quarter. 

Jobs  are  still  being  created  in  the  service  sector,  inflation  is  still  under 
control  and  American  consumers  are  still  spending  (though  only  by 
borrowing,  and  largely  on  imports). 

Auto  sales  have  been  boosted  by  subsidized  interest  rates — price  cuts 
by  another  name — and  the  home  building  sector,  for  now  at  least,  is 
relatively  healthy. 

Look  further  ahead  and  the  indications  are  much  less  rosy. 

A  more  accurate  indication  of  what's  ahead  comes  from  the  latest 
gloomy  trade  figures,  which  show  that  the  merchandise  trade  deficit  in 
August  dropped  only  a  bit  from  the  average  in  the  first  eight  months  of 
this  year,  but  so  did  exports. 

Manufacturing  is  clearly  suffering  from  lack  of  demand.  Capacity  use 
is  down  to  a  79%  rate.  Nondefense  factory  orders  are  stagnant. 

Capital  spending  has  been  hit  by  uncertainty  over  tax  reform.  Machine 
tool  orders  in  the  first  eight  months  of  this  year  are  down  1 1.5%  and 
the  Conference  Board  survey  of  investment  intentions  for  1987  is 
down  by  4%,  and  slipping. 

The  implications  are  that  early  next  year  there  will  for  sure  be  a 
downturn.  The  question  is  how  severe  it  will  be. 

The  first  quarter  of  1987  could  easily  show  negative  growth.  Whether 
that  will  continue  depends  on  whether  the  dollar's  drop,  and  action  to 
improve  their  own  growth  by  Japan  and  Germany,  take  some  strain  off 
America's  trade  imbalance. 

But,  put  that  gloomy  view  in  perspective.  Even  if  it  should  develop  into 
as  bad  a  downturn  as  in  1981-82,  it  will  have  come  after  at  least  a  16- 
quarter-long  recovery. 

Put  inflation  fears  in  perspective,  too,  in  a  way  Wall  Streeters  are  not 
as,  in  reaction,  they  push  up  long-term  interest  rates.  Consumer  prices 
are  barely  up  since  January,  thanks  to  lower  oil  prices.  Some  rise  from 
this  low  level  is  inevitable,  and  especially  in  commodity  prices,  which 
on  average  are  28%  lower  than  they  were  in  1980. 

Surely,  if  Japan  and  West  Germany  reflate  and  the  U.S.  economy  picks 
up  in  1988,  we  could  face  rising  prices,  maybe  6%  or  more  inflation. 
That's  bad,  historically,  but  as  a  likely  peak  in  an  upcoming  cycle,  it  is 
a  great  deal  lower  than  the  18%-to-20%  peak  of  the  last  inflation  cycle. 


The  Forbes  Index 
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Fuel  for  the  fire.  Personal  income  rose  0.6%  in  August,  the 
largest  monthly  increase  since  November  of  last  year. 
This  increase  should  add  even  more  strength  to  already 
strong  consumer  spending.  This  helped  The  Forbes  Index 
rachet  upward  0.6%  during  the  latest  reporting  period,  the 
sharpest  month-to-month  gain  in  seven  months. 


Manufacturing  remains  weak.  Industrial  production, 
despite  a  0.2%  increase  from  July  to  August,  is  0.3% 
below  a  year  ago.  The  Consumer  Price  Index,  up  a  modes! 
0.2%  in  August,  is  up  3.7%  since  the  beginning  of  the 
year.  But  the  Fed  will  surely  monitor  response  to  the  new 
tax  code  before  reducing  the  discount  rate. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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lie  kids  are  out  of  college. 
Hie  house  is  paid  up. 
buVe  got  money  to  invest. 

tut  let's  face  it,  ij 
financial  genius  jfl 
rou'renot.*  m 


We  can  help. 

We're  New  York  Life,  and  we  have 
the  resources  to  make 
the  most  of  your  resources. 


We  know  it's  tough  today  to  plan  your 
financial  future.  That's  why  we've  created  the 
new  New  York  Life.  Now  our  people  can  help 
you  more  than  ever  before— with  new  prod- 
ucts, new  directions,  and  new  opportunities 
to  meet  the  challenges  ahead. 

We're  building  on  our  record  of  experi- 
ence—more  than  140  years  of  living  up  to 
our  commitment  of  helping  make  people's 
futures  secure. 

Look  into  the  ways  we  can  help  you  plan 
your  financial  future.  After  all,  you  put  a  lot 
into  life,  you  deserve  to  get  the  most  out  of  it. 

LAYING  THE  FOUNDATION  ~ 

Life  insurance,  which  provides  security 
for  your  family  or  business,  is  the  cornerstone 
of  most  financial  plans.  We  offer  permanent 
Whole  Life  Insurance,  as  well  as  Target  Life® 1 
our  flexible  universal  life  policy. 

For  your  retirement,  it's  hard  to  beat  a 
New  York  Life  Annuity,1  which  offers  j£  a* 
you  a  competitive  rate  of  return 


and  guaranteed  income  for  life.  And  of  c( 
we  feature  a  variety  of  ways  to  fund  Indi) 
Retirement  Accounts. 

If  you're  in  business,  we  provide  Pen 
Plans,  Group  and  Individual  Health  Insur; 
and  a  variety  of  plans  that  protect  you,  yc 
income,  your  partner,  your  employees,  an 
your  business. 


- 


ADDING  THE  BUILDING  BLOCKS 

New  York  Life  is  a  lot  more  than  insur. 
Through  nvlife  —the  financial  products 
services  organization  of 


1,2.3 


i  fork  Life— we  give  you  opportunities  to 
!  our  money  to  work  in  new  ways,  to 
i,  ice  your  financial  plan  and  your  future, 
i  Vith  our  Variable  Life  Insurance  policy 
|  lulti-Funded  Annuity! 2  3  you  can  direct 
i  premium  dollars  to  different  portfolios 
I  h  as  stock,  bond,  and  money  market 
i  ints.  Our  MacKay-Shields  MainStay 
iy  of  Funds2  34  offers  you  seven  different, 
issionally-managed  mutual  funds 
i  tied  to  meet  a  wide  range  of  investment 
Itives.  And  our  Limited  Partnerships2  3 
h  you  to  participate  in  Oil  &  Gas  and  Real 
re  investments. 

PUTTING  IT  ALL  TOGETHER 

Ve  can  provide  you  with  a  wide  range 
i  urance  and 
c  financial 

KICtS. 


And  New  York  Life  has  a  special  way  to  help 
you  make  the  right  choices— the  personal 
service  of  our  Agents  and  Registered  Repre- 
sentatives. They're  full-time  professionals, 
with  the  training,  experience,  and  dedication 
it  takes  to  help  you  reach  your  financial  goals. 
Call  one  today. 

1  Issued  by  New  York  Life  Insurance  and  Annuity  Corporation,  a  Delaware  corpora- 
tion and  a  wholly  owned  subsidiary  of  New  York  Life  Insurance  Company, 

51  Madison  Ave.,  New  York,  NY  10010. 

2  For  more  complete  information,  including  charges  and  expenses,  write  or  call  for 
a  prospectus.  Read  it  carefully  before  you  invest  or  send  money. 

3  Sold  only  by  agents  who  are  Registered  Representatives  of  NYLIFE  Securities  Inc., 
a  wholly  owned  indirect  subsidiary  of  New  York  Life  Insurance  Company. 

4  MacKay-Shields  Financial  Corporation,  the  investment  advisor  to  the  MainStay 
Mutual  Funds,  is  a  wholly  owned  and  independently  managed  subsidiary  of  New 
York  Life  Insurance  Company. 

Get  the  most  out  of  life. 


Forbes 


Wonder  what's  ailing  U.S.  capitalism  in  the 
last  quarter  of  the  20th  century?  Its  all  here 
in  the  Kaiser  Steel  story. 


An  American 
tragedy 


By  Allan  Sloan 
and  Peter  Fuhrman 


Henry  J.  Kaiser  symbolized 
American  capitalism  at  its 
best:  builder  of  Boulder  Dam, 
the  man  who  launched  a  ship  a  day  to 
help  win  World  War  II,  the  visionary 
who  established,  against  entrenched 
competition,  an  industrial  empire 
based  on  steel,  aluminum,  cement, 
autos  and  coal. 

Then  there's  Monty  H.  Rial,  whom 
you  probably  have  never  heard  of. 
Thanks  to  the  ease  with  which  other 
people's  money  can  be  lined  up  these 
days,  Rial  (rhymes  with  smile)  was 
transformed  overnight  from  a  small- 
time promoter  a  step  ahead  of  his 
creditors  into  a  takeover  tycoon. 
Thus,  he  became  owner  of  Kaiser 
Steel  Co.,  once  a  key  part  of  Henry 
Kaiser's  empire  but  now  a  stricken 
hulk  that  lives  from  day  to  day  at  the 
sufferance  of  its  creditors. 

How  Kaiser  Steel  arrived  at  this  sor- 
ry state  is  an  American  tragedy,  show- 
ing how  "restructuring"  a  sick  com- 
pany can  turn  it  into  a  moribund  one 
with  remarkable  speed. 

Monty  Rial  appeared  on  the  take- 
over scene  from  nowhere  in  October 
1983,  negotiating  Kaiser  Steel's  fate  as 
an  equal  with  merger  moguls  Irwin 
Jacobs  and  Joseph  Frates  in  $500-a-day 
New  York  City  hotel  suites.  At  the 
time,  unknown  to  Jacobs  and  Frates, 
Rial's  Perma  Group  couldn't  even  pay 
its  copying  bills.  A  local  copy  shop 
was  pursuing  the  company  to  collect  a 
past-due  $1,200,  which  Perma  paid  in 
12    monthly    installments.  Never 


Kaiser  Steel  Chairman  Monty  Rial 
Who  is  this  guy? 

mind,  Rial  talked  a  good  game. 

Its  parlous  finances  notwithstand- 
ing, the  Perma  Group  became  a  50-50 
owner  of  Kaiser  with  the  Frates  Group 
in  February  1984  and  sole  owner  in 
April  1985. 

Being  shuffled  to  Frates  and  then  to 
Rial  was  quite  a  comedown  for  "the 
steel  mill  that  went  to  war."  Henry 
Kaiser  founded  it  in  1941  to  supply  his 
own  shipyards,  which  were  later  to 
turn  out  Liberty-class  vessels  to  help 
win  World  War  II. 

Kaiser  Steel  became  the  West 
Coast's  only  fully  integrated  steel 
mill.  It  was  based  in  Fontana,  Calif., 
65  miles  from  the  ocean,  to  protect  it 
from  Japanese  bombardment.  In  time, 
the  Japanese  did  bomb  the  plant,  but 
not  in  the  way  feared:  Japanese  steel- 
makers overran  Kaiser's  markets. 

But  Henry  Kaiser  had  endowed  Kai- 
ser Steel  with,  among  other  things, 
iron  ore  in  Australia,  natural  re- 
sources in  Canada  and  a  billion  tons 


of  high-grade  coal  in  the  western  U.J 
Henry  J.'s  successors  sold  the  Austr« 
lian  and  Canadian  holdings  to  hel 
feed  the  money-gobbling  steel  opera 
tion — "like  selling  your  tiara  to  rais 
food  money,"  says  Stephen  Girard, 
former  Kaiser  Steel  chairman. 

Even  though  the  steel  business  wa 
chronically  unprofitable,  the  core 
pany's  "undervalued  assets"  lure 
prospective  buyers.  Interest  quick 
ened  when  the  company  decided  t 
close  the  steel  business.  That  cut  th 
$12  million-a-month  drain  caused  b 


Tlje  brooding  remains  of  Kaiser  Steel's  Fontanel  plant 

The  Japanese  bombed  it,  but  not  the  way  it  was  feared. 


lim  Mendenhall 


the  steel  operations.  But  the  prospect 
of  a  huge  writeoff  depressed  the 
stock — and  along  came  Irwin  Jacobs 
in  January  1983. 

Jacobs  acquired  16%  of  Kaiser  Steel 
and  bid  for  the  rest.  Kaiser  manage- 
ment was  afraid  that  Jacobs — known 
as  Irv  the  Liquidator — would  gut  the 
company.  Kaiser  management  en- 
couraged a  rival  bid  by  Joe  Frates  of 
Tulsa,  whose  family  used  to  own  the 
Rigid  Tool  Co.,  of  girlie  calendar 
fame,  and  has  since  diversified  into 
finance  and  real  estate. 


Then  Monty  Rial  suddenly  ap- 
peared, uninvited  and  unknown  but 
brandishing  prospective  financing 
from  Bank  of  America  and  threaten- 
ing to  top  Frates'  bid. 

"It  was  like  Butch  Cassidy  and  the 
Sundance  Kid,"  Rial  recalled.  "They 
kept  asking,  'Who  are  those  guys?'  " 
Like  a  real  tycoon,  Rial  retained  the 
takeover  law  firm  of  Wachtell,  Lip- 
ton,  Rosen  &  Katz.  The  law  firm  lent 
prestige  to  his  brazen  bid  but  didn't 
come  cheap.  "For  six  weeks  there  was 
no  bill.  Then  we  got  one  for  six  fig- 


ures, and  we  actually  thought  they 
were  joking,"  Rial  says.  They 
weren't — but  Kaiser  Steel  ultimately 
paid  the  tab. 

Had  BofA  or  Joe  Frates  or  any  of  the 
lawyers  and  investment  bankers  feed- 
ing at  the  takeover  trough  done  their 
homework,  they  never  would  have  let 
Rial  near  the  company. 

Who  is  this  guy?  A  man  with  big 
ideas,  boundless  energy,  a  slick  hne  of 
patter  and  a  dismal  record.  A  man 
who  has  left  bills  and  creditors  strewn 
over  the  landscape  as  he  moves  into 


ever  bigger  deals. 

Rial,  now  44,  a  native  of  McGee, 
Ark.,  knocked  around  after  gradua- 
tion from  the  University  of  Arkansas 
in  1965,  found  himself  in  Colorado  in 
the  early  1970s  and  drifted  into  the 
coal  business.  He  tried  to  line  up 
enough  leases  to  make  a  field.  Seed 
capital  came  from  Eustace  Winn  Jr.,  a 
wealthy  surgeon-businessman  from 
Greenville,  Miss.,  across  the  river 
from  McGee.  "I'm  just  content  to  sup- 
port Monty  and  help  him  as  much  as  I 
can.  .  .  .  He's  honest  and  totally  re- 
liable," Dr.  Winn  says. 

Rial  managed  to  put  together  some 
valuable  holdings.  But  except  for  a 
small  mine  called  Chimney  Rock,  he 
never  produced  any  coal.  In  1978, 
with  money  hard  to  come  by  for  coal 
deals,  Rial  moved  to  Enid,  Okla.  and 


bought  control  of  an  oil  company 
called  FCD  Ltd.,  using  $1  million  put 
up  by  Dr.  Winn. 

"Monty  borrowed  money  like  a 
house  afire,  wheeling  and  dealing,  but 
he  didn't  find  oil,"  says  David  Don- 
aldson, the  D  of  FCD. 

Rial  might  not  have  been  much  at 
finding  oil,  but  he  was  right  smart 
about  finding  money.  He  hocked 
FCD's  oil  holdings  in  1981,  the  height 
of  the  oil  boom,  to  raise  $10  million  to 
buy  out  Dave  Donaldson  and  his  part- 
ners and  $12  million  to  settle  coal 
accounts  in  Colorado. 

But  oil  prices  fell,  interest  pay- 
ments rose  and  FCD  made  a  disas- 
trous investment  in  drilling  rigs. 

Did  Rial  despair?  No.  He  went  back 
to  coal. 

Enter  the  Southwestern  Public  Ser- 


HenryJ.  Kaiser,  in  Kaiser  Steel's  early  days 


There's  not  much  left  of  Henry 
Kaiser's  great  industrial  em- 
pire, and  what's  left  is  troubled. 
Basic  industrial  companies  don't 
make  money  these  days,  and  that's 
what  Henry  Kaiser  specialized  in. 

Kaiser  Steel  is  moribund.  Kaiser 
Cement,  in  a  business  plagued  by 
oversupply,  has  lost  money  since 
1982  and  is  being  stalked  by  David 
Murdoch.  Kaiser  Aluminum  & 
Chemical,  beset  by  falling  alumi- 
num prices  and  heavy  debt,  is  un- 
der attack  by  Joseph  Frates. 

Kaiser  Industries,  a  holding  com- 
pany for  much  of  the  empire,  was 
liquidated  a  few  years  ago.  Kaiser 
Resources  was  sold  to  a  Canadian 


government  company.  The  auto 
business  is  part  of  troubled  Ameri- 
can Motors. 

Sad,  all  this,  but  typical  of  what 
happens  to  a  vision  when  the  vi- 
sionary is  gone.  Henry  J.'s  succes- 
sors kept  on  doing  more  or  less 
what  they  thought  the  old  man  did, 
but  where  he  seized  opportunities, 
they  played  safe.  "Henry  Kaiser 
wouldn't  be  in  these  businesses. 
He  would  have  seen  this  all  com- 
ing," says  Stephen  Girard,  who 
spent  46  years  working  for  Kaiser 
family  enterprises.  "Henry  Kaiser 
wasn't  going  to  carry  a  sick  dog 
around.  He  would  have  off-loaded 
this  years  ago." — A.S.  and  P.F. 


vice  Co.,  an  electric  company  based  in 
Amarillo,  Tex.,  which  was  planning  a 
new  coal-fired  generating  plant.  Rial 
tried  to  peddle  coal  to  SPS  from  his 
undeveloped  Walsenburg  field  in  Col- 
orado, but  SPS  preferred  Kaiser's  mine 
in  Raton,  N.M.  SPS'  chief  fuel  buyer, 
Kenneth  Ladd,  explained  that  Rial 
could  assure  himself  of  the  SPS  con- 
tract by  controlling  both  Walsenburg 
and  the  Kaiser  property. 

The  Jacobs-Frates  battle  over  Kaiser 
was  then  in  full  swing.  Before  you 
could  say  "hostile  takeover,"  Rial  was 
on  a  plane  to  San  Francisco,  making  a 
pitch  to  Bof  A  to  finance  a  takeover  of 
Kaiser  Steel.  Rial  appeared  at  Kaiser 
headquarters  with  Ken  Ladd  in  tow, 
impressing  Kaiser  management  with 
his  coal  expertise  and  connections. 

Joe  Frates'  people  concede  they  did 
only  perfunctory  checking  on  Rial. 
They  let  him  in  as  a  50-50  partner, 
they  say,  because  their  guard  was 
down  after  months  of  slugging  it  out 
with  Irwin  Jacobs,  and  they  needed 
someone  who  knew  about  coal.  Rial 
and  Frates  formed  a  joint  venture, 
Frates  contributing  his  Kaiser  stock 
and  Rial  putting  in  an  SPS  coal  pur- 
chase agreement  and  the  Perma 
Group's  coal  properties.  Frates  valued 
the  contract  at  about  $25  million,  the 
coal  properties  at  $40  million.  "The 
major  thing  was  the  SPS  contract,"  a 
Frates  man  says.  "We  were  weak  on 
coal,  and  here  was  this  humongous 
utility  offering  to  buy  a  million  tons  a 
year." 

Frates  staged  a  classic,  no-money- 
down,  1980s  takeover.  Kaiser  Steel 
changed  hands  for  $380  million. 
Where  did  the  money  come  from?  Not 
from  the  pockets  of  the  people  doing 
the  takeover.  The  Frates  Group  used 
$100  million  borrowed  from  Citibank 
and  $62  million  of  Kaiser's  cash  to  pay 
$22  a  share  to  Kaiser's  stockholders, 
and  gave  them  $30  (face  value)  of  pre- 
ferred stock  for  the  rest  of  the  price. 
Thus,  for  $162  million  that  wasn't  his 
and  $218  million  of  paper  in  the  form 
of  Kaiser  Steel  preferred,  Frates  took 
over  the  company.  Naturally,  Frates 
took  millions  of  dollars  in  fees  and 
expenses,  so  his  net  cash  investment 
was'less  than  nothing. 

In  December  1984,  just  ten  months 
after  the  joint  buyout,  Rial  decided  to 
invoke  his  right  to  buy  out  Frates. 
Frates  got  $40  million  and  left.  The 
buyout,  a  paper  shuffler's  delight, 
closed  in  April  of  1985.  The  ultimate 
result  was  to  leverage  Kaiser — which 
had  already  been  leveraged  by 
Frates — yet  another  notch. 

As  part  of  the  deal,  Rial  reclaimed 
the  SPS  coal  contract  and  the  Perma 
coal  properties,  then  swapped  them  to 


Kaiser  at  a  nice  price. 

Why  Kaiser,  with  a  billion  tons  of 
high-grade  coal — enough  to  cover 
Isales  for  300  years — needed  255  mil- 
lion more  tons  isn't  clear.  Howard 
Allen,  chairman  of  Southern  Calif or- 
inia  Edison  and  a  Kaiser  Steel  director, 
approved  the  swap  on  behalf  of  Kai- 
ser's preferred  stockholders,  and  so 
did  his  fellow  Kaiser  director,  retired 
SCE  Chairman  William  Gould.  Allen, 
who  has  a  reputation  for  probity,  says 
that  he  relied  on  fairness  opinions. 

Kaiser  shelled  out  $78  million  for 
the  same  Perma  assets  Frates  valued 
18  months  earlier  at  only  $65  million. 
What's  more,  because  the  SPS  con- 
tract was  valued  at  only  $12.2  million 
this  time  around,  the  value  of  Rial's 
coal  properties  must  have  risen  to 
$65.8  million — a  65%  increase.  Rial 
claims  a  fairness  opinion  from  Don- 
aldson, Lufkin  &  Jenrette  blesses  the 
l>deal,  but  he  won't  let  Forbes  see  it. 

With  fairness  opinions  filling  the 
iair,  Kaiser  Steel  paid  for  the  contract 
and  the  coal  with  $55  million  of  land, 
;cash  and  near-cash,  and  assumed  $23 
million  of  Perma's  debts.  Perma  also 
!  borrowed  $30  million  from  California 
federal  Savings  &  Loan  Association. 

So,  Rial  was  in  control,  and  Frates 
went  away  happy.  When  the  dust  set- 
tled, Frates  had  $20  million  of  cash,  a 
;$5  million  near-cash  receivable  Kaiser 
had  owned  and  $15  million  of  the 
j  Kaiser  land  traded  to  Rial.  Taking  his 
[$40  million  this  way  rather  than  in 
icash  allows  Frates  (who  is  now  stalk- 
ling  Kaiser  Aluminum)  to  proclaim 
iwith  a  straight  face  that  Kaiser's  prob- 
lems today  aren't  his  fault. 

Rial  had  traded  illiquid  assets  to 
Kaiser  for  land  and  cash  he  could  use 
I  to  buy  out  Frates  and  settle  debts. 

Ah,  leverage.  The  successive 
.buyouts  by  Frates  and  Rial  left  Kaiser 
light  on  cash  and  marketable  assets. 
The  company,  with  $230  million  of 
revenue  a  year,  was  stuck  with  $25 
[million  of  preferred  dividend  pay- 
ments annually  and  $27  million  a 
year  for  pension  and  health  benefits  to 
6,000  steelworker  families.  A  pre- 
scription for  disaster. 

Even  though  Rial  did  a  creditable 
job  of  expanding  Kaiser's  coal  sales, 
the  heavily  leveraged  company 
couldn't  meet  its  bills  when  coal 
prices  softened  and  its  other  business, 
steel  fabricating,  collapsed.  Kaiser 
missed  the  May  and  August  dividends 
jon  its  preferred  shares  and  is  in  de- 
fault on  many  of  its  debts. 

Rial  hasn't  stinted  himself,  howev- 
er. He  took  $2.4  million  in  salary  last 
year.  Kaiser  paid  $4.6  million  to 
Perma  for  selling  coal  (which  seems 
not  unreasonable)  and  paid  another 


$388,000  for  Perma's  efforts  to  sell 
Kaiser's  oil  and  natural  gas  to  others. 
(Kaiser,  unfortunately,  hasn't  sold  any 
oil  or  natural  gas  and  has  little  pros- 
pect of  selling  any  soon.)  Rial  claims 
his  1986  salary  was  under  $300,000 
for  the  first  eight  months,  and  that 
he's  cutting  it  to  $225,000  a  year. 
Generous  of  him. 

Rial  is  nothing  if  not  energetic.  He 
talks  about  building  a  combination 
waste  treatment  plant  and  industrial 
park  on  Kaiser  land  in  Fontana.  He 
claims  to  have  a  deal  with  the  federal 
Pension  Benefit  Guaranty  Corp.  to  as- 
sume Kaiser's  pension  obligations  in 
return  for  zero  coupon  debt  and  pre- 
ferred stock.  Zero  paper — and  more 
common — is  being  offered  to  pre- 
ferred holders. 

Rial  says  Chase  Manhattan  Bank 
will  refinance  Kaiser  unless  a  Forbes 
story  messes  things  up.  He  claims  he 
can  save  Kaiser,  given  a  chance. 
Whether  he'll  get  one  is  unclear. 

With  Kaiser  virtually  worthless,  a 
battle  has  erupted  over  its  remains.  A 
group  of  preferred  shareholders  led  by 


By  Ben  Weberman 

As  commercial  banks  got  shaki- 
er, credit  regulation  got  looser 
k  and  competition  got  keener, 
the  banks  couldn't  drop  their  fees  and 
interest  rates  enough  to  keep  their 
lucrative  business  in  short-term  pa- 
per. Corporations  simply  sold  their 
own  debt  directly  to  investors,  or  put 
it  out  through  a  Goldman,  Sachs  or  a 
Merrill  Lynch. 

Investors  hardly  blinked.  In  1971 
banks  controlled  90%  of  the  short- 
term  loan  market.  By  1986  they  had 
seen  50%  of  a  much  greater  market 
drift  away  to  commercial  paper. 
Now  they  are  taking  the  same  sort 


Minneapolis  stockbroker  Bruce 
Hendry  (Forbes,  Sept.  9,  1985)  invoked 
the  preferred  holders'  right  to  take 
over  Kaiser  because  two  dividends 
had  been  missed,  and  hope  to  throw 
out  Rial  at  a  meeting  on  Oct.  30. 

Meanwhile,  Forbes  has  discovered, 
Rial  effectively  lost  control  of  the 
company  in  September.  The  Perma 
Group's  Kaiser  stock  was  pledged  as 
collateral  to  Industrial  Indemnity 
(part  of  Xerox'  Crum  &.  Forster  insur- 
ance subsidiary)  as  a  guarantee  of  Per- 
ma's $30  million  loan  from  CalFed — 
and  Perma  defaulted  on  that  loan 
Sept.  5. 

This  would  all  be  funny  if  it  weren't 
so  sad.  If  Kaiser  goes  under,  Kaiser 
pensioners  face  a  cutoff  of  health 
benefits,  which  aren't  federally  in- 
sured. With  Kaiser  preferred  recently 
trading  at  under  2  a  share,  old  Kaiser 
Steel  shareholders — some  of  whom 
lost  their  jobs  when  the  steel  plant 
closed — have  seen  millions  of  dollars 
evaporate. 

Henry  J.  Kaiser  must  be  rolling  in 
his  grave.  ■ 


of  beating,  and  for  the  same  reasons, 
in  the  $40  billion  market  in  medium- 
term  notes — credits  that  mature  in 
one  to  ten  years  or  more  and  carry 
charges  well  under  the  banks'  lending 
rate.  As  with  short-term  paper,  many 
commercial  banks  have  been  forced 
because  of  their  own  shaky  balance 
sheets  to  price  themselves  out  of  the 
medium-term  market  for  high-rated 
companies. 

"Many,  many  large  corporate  bor- 
rowers have  as  good  or  better  credit 
ratings  than  all  but  a  very  few  of  the 
banks  lending  in  this  market,"  ex- 
plains a  Fed  spokesman.  "Moreover, 
for  large  borrowers  the  banks  no  long- 
er have  any  special  expertise  in  assess- 


The  nations  commercial  banks  are  losing 
another  nice  chunk  of  the  commercial 
loan  market.  This  time  its  medium-term 
loans,  and  they  are . . . 

Watching 
$40  billion 
walk  out  the  door 


The  lure  of  medium- term  notes 


The  market  in  medium-term 
notes  is  expanding  rapidly.  And, 
as  the  table  shows,  commercial 
banks  are  losing  out  because  they 
are  not  the  low-cost  producer.  For 
the  issuer,  usually  highly  rated 
companies,  MTNs  are  cheaper 
than  bank  loans.  For  the  institu- 


tions and  corporations  that  buy 
debt  in  this  market,  the  yields 
are  higher  than  benchmark  U.S. 
Treasurys,  and  MTNs  carry  the 
same  immunity  from  early  re- 
demption calls.  Below,  how  an 
Aa-rated  industrial  company 
would  fare  in  the  market. 


Maturity 


MTNs 


Cost 
-to  an  issuer- 


bank  loans 


MTNs 


Yield 
-to  an  investor- 


Treasurys 


3-year 


7.35% 


7.90% 


7.25% 


6.75% 


5^year^ 


7.80 


8.50 


7.70 


7.05 


7-year 


8.15 


8.80 


8.05 


7.35 


10-year 


8.45 


9.05 


8.35 


7.55 


Source  Forbrs  estimate 


ing  the  creditworthiness  of  potential 
borrowers.  Much  of  the  relevant  in- 
formation is  public  and  readily  avail- 
able to  any  potential  investor." 

After  all,  there  is  nothing  exotic 
about  medium-term  notes  (the  banks 
call  borrowings  of  similar  maturity 
"term  loans")  as  used  by  finance  com- 
panies, industrial  companies  and  even 
the  banks.  They  are  corporate  securi- 
ties sold  directly  to  institutional  in- 
vestors or  through  dealers  acting  as 
agents,  in  $2  million  to  $10  million 
units.  And  they  are  ideal  for  those 
looking  to  lock  in  an  interest  rate  for  a 
given  period.  In  contrast  to  most  cor- 
porate debt  issues,  MTNs  cannot  be 
called  prior  to  their  maturity. 

The  market  is  growing  nicely.  This 
year's  estimated  $40  billion  outstand- 
ing is  up  from  $29  billion  at  the  end  of 
last  year  and  $17  billion  at  the  end  of 
1984.  At  the  same  time  there  is  every 
sign  that  the  banks'  share  of  this  busi- 
ness is  falling.  In  the  last  15  months, 
for  example,  industrial  companies, 
which  might  otherwise  have  been 
borrowing  from  banks,  have  grabbed 
15%  of  the  $70  billion  registered  mar- 
ket, which  includes  debt  still  to  be 
issued.  A  recent  survey  by  First  Bos- 
ton Corp.  shows  that  while  finance 
companies  account  for  more  than  half 
of  the  companies  issuing  MTNs, 
banks,  the  second-largest  presence  in 
the  market,  are  only  17%  of  it.  Sav- 
ings associations  are  a  distant  fourth, 
at  about  7% . 

It  is  apparently  no  banking  industry 
secret  that  market  share  is  falling. 
Bankers  Trust  Co.  in  New  York  says 
it  has  been  doing  less  and  less  old- 


style  commercial  banking.  "What  we 
have  now  are  packages  of  short,  inter- 
mediate and  long-term  credits  to  fi- 
nance mergers  and  leveraged  buy- 
outs," says  one  Bankers  Trust  official, 
"but  few  of  the  conventional  simple 
short-term  or  medium-term  loans." 
Historically,  the  key  MTN  players 


have  been  auto  credit  companies  such 
as  General  Motors  Acceptance  Corp., 
Ford  Motor  Credit  and  Chrysler  Fi- 
nancial. But  now,  as  more  industrial 
companies  get  into  the  act,  their  in- 
vestment bankers  have,  too.  Mon- 
santo, for  example,  is  one  of  several 
that  have  had  active  programs  under 
way  at  Merrill  Lynch.  Morgan  Stanley 
has  recently  added  Times  Mirror  and 
Cooper  Industries  to  its  roster  of 
MTN  clients.  And  First  Boston  Corp. 
is  an  active  MTN  dealer  for  Atlantic 
Richfield  and  Temple-Inland,  among 
others. 

For  the  companies  themselves,  the 
lure  is  cheaper  money.  When  they 
issue  MTNs,  companies  generally  get 
a  lower  interest  rate  than  a  more  tra- 
ditional security  or  a  bank  loan  cover- 
ing the  same  period.  For  example,  an 
Aa-rated  industrial  corporation  would 
sell  five-year  noncallable  MTNs  at  a 
yield  of  7.8%.  A  commercial  bank 
term  loan  for  the  same  maturity 
would  cost  the  company  8.5%. 

Good  news  for  the  companies. 
More  bad  news  for  the  commercial 
banks.  Pretty  soon  the  only  custom- 
ers for  their  high-interest  loans  will  be 
small  companies  and  individuals  with 
no  place  else  to  turn. 

Not  quite  the  stuff  of  rosy  growth 
projections  and  impressive  stock  mar- 
ket performance.  ■ 


Carl  Lindner's  Mission  Insurance  Group 
was  just  barely  afloat  as  it  was.  Now  come 
lawsuits  charging  systematic  fraud  that 
could  reach  $2  billion. 

How  do  you  rescue 
a  rescue  team? 


By  James  Ring  Adams 


As  recently  as  1984  Los  Ange- 
les-based  Mission  Insurance 
k  Group  (MIG),  for  all  its  woes, 
at  least  seemed  to  be  solvent.  Harried 
by  greatly  expanded  court  settlements 
and  liability  claims,  as  many  another 
property-and-casualty  underwriter 
was,  it  could  still  report  assets  of  near- 


ly $1  billion.  It  was  rated  A  (excellent)i 
by  the  A.M.  Best  Co.  Now,  only  24) 
months  later,  the  entire  38-year-old) 
company  is  on  the  brink  of  failure. 

MIG's  latest  10-K  form,  filed  with) 
the  SEC  in  March,  had  warned  in  a 
footnote  that  without  a  debt  restruc- 
turing or  new  capital,  "the  continua- 
tion of  the  company  as  a  going  con-1 
cern  is  questionable."  Since  then  thej 


debt  restructuring  has  gone  nowhere, 
and,  instead  of  getting  an  infusion, 
MIG  has  lately  reported  higher  than 
expected  losses. 

On  top  of  all  this,  lawsuits  filed  late 
last  month  in  a  Los  Angeles  federal 
i  court  paint  a  picture  of  insurance  un- 
derwriting gone  completely  out  of 
control  for  the  better  part  of  a  decade. 
Several  of  MIG's  most  prominent  re- 
insurers, represented  by  New  York 
lawyer  Elliott  Kroll,  have  been  fight- 
ing for  more  than  a  year  to  rescind 
their  contracts.  In  these  suits,  they 
say  that  at  least  from  1978  the  officers 
of  one  crucial  MIG  subsidiary,  the 
Pacific  Reinsurance  Management 
Corp.  (PRMC),  systematically  gave 
them  phony  figures  on  reserves  and 
1  losses.  The  MIG  subsidiary,  it  is  al- 
leged, fired  or  shunted  aside  employ- 
j  ees  who  asked  troublesome  ques- 
tions. By  the  reckoning  of  the  reinsur- 
ers' actuaries,  MIG's  insurance  loss 
reserves  appear  to  be  understated  by 
up  to  $2  billion. 

At  this  writing  MIG  hadn't  been 
served  the  papers  on  these  suits, 
i  which  were  filed  in  court  almost  at 
ithe  very  hour  the  company  was  mak- 
j  ing  some  news  of  its  own — issuing  a 
press  release  to  report  no  progress  in 
its  efforts  to  restructure  its  debt.  "Un- 
Itil  I  see  what  this  is  all  about,"  said 
[  MIG    general    counsel  Lawrence 
j  Becker  about  the  suits,  "I  really  don't 
I'want  to  make  any  comment  about 
1  anything  regarding  the  PRMC." 

If  Mission  Insurance  Group  goes 
(  under,  a  wave  of  writeoffs  will  surge 
across  the  industry,  thanks  to  the  pe- 
!  culiar  way  Cincinnati  financier  Carl 
Lindner  decided  to  go  to  the  rescue  of 
its  failing  subsidiary,  the  Mission  In- 
surance Co.  Lindner  had  persuaded 
some  companies  with  claims  on  this 
subsidiary,  which  had  been  taken 
over  by  the  California  Insurance  De- 
partment, to  give  up  the  claims  in 
exchange  for  "surplus  notes"  to  be 
paid  off  in  part  by  a  new  subsidiary. 
The  new  notes  had  the  effect  of  en- 
abling those  companies  to  avoid  tak- 
ing a  writedown  on  the  loss.  But  if  all 
of  MIG  sinks,  this  writedown  will  be 
inevitable.  And,  given  the  way  insur- 
ers lay  off  their  risks  on  others,  the 
effect  might  well  ripple  out  to  still 
other  reinsurers. 

Lindner,  who  is  MIG's  chairman  as 
well  as  its  largest  investor,  must  be 
wondering  what  ever  possessed  him 
j  to  take  a  controlling  49.9%  stake  in 
the  MIG  holding  company  back  in 
1984.  The  California  Insurance  De- 
partment put  the  Mission  Insurance 
Co.  subsidiary  into  conservatorship  in* 
October  1985  and  the  Big  Board  delist- 
ed the  stock  in  December.  Lindner 


has  sunk  at  least  $120  million  into 
MIG  shares  since  1979. 

Sure,  Lindner  showed  some  short- 
term  shrewdness.  Last  year  he  engi- 
neered a  $75  million  "capital  infu- 
sion" that  managed  to  drain  $120  mil- 
lion of  Mission's  cash  and  some  of  its 
most  stable  business  into  Lindner's 
own  American  Financial  Corp.  (Brief- 
ly, Lindner  had  an  AFC  subsidiary 
take  over  $158  million  of  Mission's 
loss  reserves  for  workers  compensa- 
tion. For  this  service,  Mission  paid 
AFC  $120  million  in  cash,  leaving  the 
$38  million  difference  as  a  paper  addi- 
tion to  its  assets.  For  the  rest  of  the 
"infusion,"  AFC  gave  Mission  stock 


MIG  subsidiary  PRMC.  (MIG's  ac- 
countants, Coopers  &  Lybrand,  are 
also  defendants.) 

The  suit  doesn't  give  figures,  but  a 
memo  from  plaintiff  Ohio  Reinsur- 
ance Corp.  says  that  when  its  audi- 
tors, the  actuarial  firm  Tillinghast, 
Neison  &  Warren,  took  a  first  look  at 
MIG's  books  in  1983,  they  said  the 
reserve  funds  for  future  claims  were 
"deficient  by  approximately  500%  to 
700%,"  or  nearly  $500  million.  But 
that  was  using  MIG's  own  dubious 
assumptions.  Shocked  by  claims  run- 
ning far  above  projections,  Tillinghast 
recalculated  and,  say  reports,  is  now 
warning  that  the  real  deficiency  may  be 


New  York  lawyer  Elliott  Kroll 

Bringing  the  suit  that  could  sink  MIG. 


in  an  AFC  insurance  company.) 

Last  January  he  fended  off  creditors 
and  the  California  regulators  with  a 
promised  $125  million  debt  restruc- 
turing, the  plan  that's  now  in  doubt. 

But  even  Lindner,  it  appears,  can  be 
fooled.  The  suits  just  filed  against 
Mission  claim  nothing  less  than  sys- 
tematic deception  on  a  large  scale.  A 
group  of  Mission's  reinsurers,  includ- 
ing well-known  overseas  names  like 
Abeille-Paix  Reassurances  Ltd.  of  Par- 
is and  Hassneh  Insurance  Co.  of  Isra- 
el, Ltd.,  are  charging  that  they  were 
duped  by  fraudulent  reserve  figures 
when  they  bought  shares  in  a  pool  of 
reinsurance   business   managed  by 


up  4  times  larger — nearly  $2  billion. 

How  could  any  company  dig  itself 
such  a  hole?  Former  Pacific  Reinsur- 
ance officer  John  Lepire,  who,  in  a 
separate  action  in  Los  Angeles  Superi- 
or Court,  is  suing  his  old  bosses  for 
"breach  of  agreement,"  told  Forbes 
that  for  at  least  five  years  the  compa- 
ny fed  its  reinsurers  totally  false  loss 
data.  In  the  late  1970s,  forgetting  risk 
in  the  chase  for  premium  income  to 
invest  at  double-digit  interest  rates, 
MIG  wound  up  holding  portions  of 
the  whole  litany  of  insurance  horror 
stories — asbestos,  DES,  Agent  Or- 
ange, the  Dalkon  Shield. 

As  head  of  the  claims  unit  until  late 


1982,  Lcpire  says  he  tried  to  boost 
reserve  funds  as  the  claims  poured  in. 
But,  he  says,  PRMC  President  Ronald 
Bengtson  and  Executive  Vice  Presi- 
dent Robert  Marsh  took  reserve  funds 
out  of  his  hands  and  cut  back  on  staff 
experienced  at  analyzing  losses.  The 
company,  Lepire  says,  ignored  actuar- 
ial experience,  gravely  underreserved 
for  casualty  losses  and — incredibly — 
set  aside  no  reserves  at  all  for  unre- 


ported losses  on  property  business. 
When  he  threatened  to  tell  this  to  the 
reinsurers,  Lepire  says,  he  was  fired 
and  escorted  out  without  a  chance  to 
take  personal  items  from  his  desk. 

Bengston  and  Marsh,  who  are  also 
defendants  in  one  of  Kroll's  suits,  left 
PRMC  in  early  1983  to  set  up  their 
own  concern.  Bengston  declines  to 
comment.  PRMC  denies  it  did  any- 
thing wrong.  "If  poor  results  were  a 


defense  (against  honoring  contracts),, 
says  PRMC's  lawyer  Jonathan  Bank  i] 
Los  Angeles,  "very  few  reinsure! 
would  be  honoring  claims  originatiru 
in  the  U.S.  from  the  late  Seventies  I 
the  mid-Eighties." 

A  further  issue  in  the  suits  may  bi 
how  responsible  MIG  was  for  its  Pa 
cific  Reinsurance  subsidiary.  Bui 
long  before  the  courts  decide,  the  eri 
tire  company  may  be  under  water. 


: 


Investment  merchandisers  are  catching  on 
to  the  virtues  of  master  limited  partner- 
ships. Time  to  read  the  fine  print. 

Old  vinegar 
in  new  bottles 


By  Howard  Rudnitsky 


Dance  not  on  the  graves  of  the 
real  estate  tax  shelter  syndica- 
tors.  They  and  others  in  the 
real  estate  sector  have  discovered  the 
joys  of  master  limited  partnerships. 
Some  of  these  may  turn  out  to  be 
pretty  good  investments.  Others 
could  prove  embarrassing  flops.  One 
thing  the  flops  and  the  successful 
ones  have  in  common  is  that  they  will 
make  a  lot  of  money  for  their 
sponsors. 

MLPs  have  been  popular 
among  oilmen  since  1981.  But 
they  have  spread  to  real  estate. 
Importantly  so.  According  to 
The  Stanger  Report,  the  bible  of 
the  tax  shelter  business,  over 
$2  billion  of  the  $11  billion 
worth  of  MLPs  that  have  been 
sold  to  the  public  since  1981  is 
accounted  for  by  real  estate 
MLPs.  Over  half  of  those  have 
been  marketed  within  the  past 
12  months  alone.  A  score  of 
MLPs,  worth  another  $2  bil- 
lion or  so  {aggregate  capital), 
are  now  in  registration.  Add  to 
that  over  $800  million  more  in 
real  estate  partnership  inter- 
ests that  do  not  yet  trade  pub- 
licly but  claim  they  intend  to 
sometime. 


What's  the  big  attraction  behind 
this  nearly  $5  billion  worth  of  syndi- 
cation merchandise?  Taxes,  for  one 
thing.  Partnerships  pass  all  losses  and 
profits  through  to  the  investors,  thus 
avoiding  corporate  taxation  (see  story, 
p.  103).  Another  nice  break:  Unlike 
interest  and  dividends,  income  from 
MLPs  will  probably  be  considered 
"passive,"  so  investors  can  offset  it 
with  their  other  shelters'  passive 
losses. 


Liquidity  is  another  of  the  MLPs 
lures.  Their  depository  units  can  a 
traded  daily,  like  securities.  By  con 
trast,  limited  partnerships'  limite* 
partners  are  lucky  if  they  can  sell 
their  units  back  to  their  sponsor,  Oi 
find  a  buyer. 

Most  MLPs  are  either  roll-ins,  roll 
outs  or  roll-ups.  Let  us  explain: 

In  the  roll-in  variety,  the  sponsors 
periodically  offer  new  units  to  invest 
in  real  estate  or  swap  for  additional 
assets.  Aetna  Life  &  Casualty,  for  exi 
ample,  recently  hired  E.F.  Hutton  to 
market  a  $300  million  combination 
equity/mortgage  loan  MLP,  which 
will  be  listed  for  trading  by  19881 
Eventually,  the  capital  raised  for  Aet 
na  Real  Estate  Associates  will  be  ex 
panded  to  as  much  as  $2  billion,  vii 
future  offerings. 

Roll-out  MLPs  are  like  corporate 
spinoffs.  Using  roll-outs,  corporations 
with  substantial  real  estate  assetsj 
such  as  restaurants,  hotels  and  nurs^ 
ing  chains,  can  hand  off  to  their  share- 
holders assets — whose  yields  escape 
corporate  taxation — and  tax-free  dis- 
tributions  of  income  up  to  the 
amount  of  the  equity  investment. 

What  do  the  companies  get?  Off- 
balance-sheet  financing,  avoidance  ol 
capital  gains  taxes  and,  usually,  lucrai 
tive  fees  for  managing  the 
rolled-out  assets.  This  yeai 
Pillsbury  formed  Burger  King 
Investors,  which  bundled  up 
$85  million  worth  of  Burger 
King  real  estate  leases  into  a 
master  limited  partnership, 
and  sold  the  MLP  units  off  to 
its  shareholders.  Chi-Chi's 
restaurants  rolled  out  its  ver- 
sion in  1985. 

Another  interesting  use  of 
the  roll-out  MLP:  Advance, 
N.C.'s  Angell  Care  Inc.,  a  pri- 
vately owned  nursing  compa- 
ny, recently  filed  a  $68  million 
MLP  offering  to  acquire  3,823 
nursing  home  beds  in  four 
states.  Angell  Care  has  made 
an  application  to  trade  the 
units  (which  will  be  offered  at! 
an  estimated  $16  each)  on  the 
NYSE.  Thus  Angell  remains 
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y  choose  a  financial  services  company 


with  no  stockholders  to  pay? 

It'll  pay  you. 
Choose  us.  You  see,  our  largest  company 
has  operated  as  a  "mutual."  No  stockholders. 

With  dividends  and  benefits  returned  to  our 
clients. 

Meaning  lower  net  costs. 
Our  clients'  needs,  interests,  come  first. 
Every  time.  And  have  for  over  a  century. 
Remember  this  when  you're  shopping  for 
financial  services: 

The  more  things  change, 
the  more  you  can  depen 


The  Principal  Financial  Group?" 
71 1  High  Street,  Des  Moines,  Iowa  50309 
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the  hottest  idea  in  turbine  engines  technology:  the  ancient  art  a 

is  eight  thousand  years  old.  ceramics  provides  the  basis  for 

high  temperature  components 
in  Garrett  advanced  gas  turbim 
engines,  from  Allied-Signal. 


/Allied 


Signal 

Technologies 


I  lef it:  using  ceramics'  superior 
h  temperature  capability  can 
OD  engines  burn  fuel  more 
f  ciently,  reduce  cost  of  parts, 
rease  life  of  engine. 


future:  increasingly,  ceramics  will 
replace  metals  and  metal  alloys  for 
engine  parts,  both  in  aerospace 
and  automotive  applications. 


advanced  ceramics  for  Garrett 
turbines,  one  of  the  Allied-Signal 
advanced  technologies — focused 
on  aerospace,  electronics, 
automotive  products,  and 
engineered  materials,  for  facts, 
call  1-800-243-8160. 


Partnership  reports 


Below  are  12  large  real  estate  master  limited  partner-  equity MLPs.Finally,MLPunits,likeclosed-endmutual 

ships.  Note  that  while  M  LPs  are  more  liquid  than  limited  fund  shares,  can  trade  at  premiums  or  discounts  from 

partnerships,  they  are  also  more  volatile.  Note,  too,  that  their  underlying  net  asset  values — more  likely  the  latter 

yields  vary.  Mortgage  MLPs  typically  yield  more  than  when  new  MLPs  first  begin  trading. 


Company 

MLP 
type 

Exch 

52-week 
high-low 

Recent 
price 

Net 
asset 
per  unit 

Yield 

America  First  Federally  Guaranteed  Mortgage  Fund 

mortgage 

o-t-c 

5%-  2% 

3 

$3.02 

9.2% 

America  First  Tax-Exempt  Mortgage  Fund 

mortgage 

o-t-c 

221/2-19l/2 

21% 

18.28 

7.8 

American  Insured  Mortgage  Investors — Series  85 

mortgage 

o-t-c 

1 8  Vi—  1 7 

18 

20.00 

7.9* 

Benequity  Holdings 

equitytt 

NYSE 

257/8-16'/4 

24 

24.37 

5.0 

Burger  King  Investors 

equitytt 

NYSE 

24%- 17% 

19% 

18.99 

9.4 

CRI  Insured  Mortgage  Investors 

mortgage 

NYSE 

245/8-193/4 

23% 

26.26 

9.7 

Newhall  Investment  Properties 

equitytt 

NYSE 

20%- 13 '/a 

13% 

11.05 

6.0t 

New  hall  Land  &  Farming 

equitytt 

NYSE 

43%-25V8 

34  % 

21.50 

2  4 

NVHomes 

equitytt 

Amex 

13V4-  9 

10  Vi 

9.58 

5.0* 

UDC-Universal  Development 

equitytt 

NYSE 

26%- 14% 

19 

16.34 

10.5 

VMS  Mortgage  Investors 

mortgage 

o-t-c 

lO'/n-  9 

9% 

10.00 

111 

Winthrop  Insured  Mortgages  II 

mortgage 

Amex 

21%-15'/8 

16 

15.75 

9.0 

*  Interim  85.    t  Excluding  distribution  of  sales  proceeds. 

t  Newly  issued 

[une  1986.    ttCorporate  roll-out. 

four  years  before.  Chances  are,  EQK's 
investors  paid  full  price. 

And  there  are  also  fees  sponsors  can 
charge  to  the  MLP.  Property  acquisi- 
tion fees  can  run  to  5%  or  6%  of 
equity.  MLP  sponsors  also  often 
charge  7%  to  8.5%  front-end  commis- 
sion on  the  units. 

As  a  result  of  these  expenses,  warns 
Charles  Wetterer,  a  Stamford,  Conn.- 
based  real  estate  consultant  at  Boston 
Bay  Capital,  "Initial  investors  in  an 
MLP  could  find  that  the  value  of  their 
shares  drops  after  the  closing  of  the 
initial  offering."  It  may  well  pay,  in 
other  words,  to  buy  your  MLP  units  in 
the  aftermarket. 

Potentially  more  harmful  to  MLP 
investors'  financial  health,  however, 
is  that  Congress  may  decide  to  tax 
MLPs  as  if  they  were  corporations. 
The  Treasury  had  included  in  the 
1986  tax  reform  bill  a  provision  to  tax 
all  partnerships  with  more  than  35 
partners  as  corporations.  The  provi- 
sion was  later  dropped,  perhaps  under 
pressure  from  energy  and  real  estate 
lobbies.  Still,  gaping  deficits  or  mas- 
sive tax  avoidance  from  conversion  to 
MLPs  could  well  convince  Congress 
to  reexamine  the  issue. 

Interested  in  MLPs?  Okay,  but  read 
the  prospectus'  fine  print.  Can't  un- 
derstand the  fine  print?  Keep  your 
wallet  in  your  pocket.  ■ 


private  but  controls  a  part  of  its  busi- 
ness that  raises  money  publicly. 

The  third  MLP  variety,  the  roll-up, 
is  the  one  to  watch  out  for.  As  in  the 
oil  shelter  game,  so  in  real  estate  shel- 
ters: Roll-up  MLPs  tend  to  be  last- 
ditch  efforts  to  save  loans  from  fore- 
closure and  limited  partners  from 
highly  unpleasant  tax  consequences, 
and  they  present  the  syndicators  with 
an  opportunity  to  benefit. 

Robert  Batinovich  is  a  general  part- 
ner of  San  Mateo,  Calif. 's  Glenbor- 
ough  Ltd.,  MLP.  Over  the  years  Batin- 
ovich had  syndicated  dozens  of  deeply 
tax-sheltered  properties.  Some  were 
okay,  others  were  close  to  default. 

Solution?  At  the  end  of  June  Batino- 
vich rolled  up  $125  million  worth  of 
his  troubled  properties  and  combined 
them  with  $375  million  worth  of 
healthier  properties  he  had  syndicat- 
ed. Batinovich  then  got  the  savings 
and  loans  that  carried  the  mortgages 
to  refinance  the  poor  loans. 

The  limited  partners  in  each  syndi- 
cate received  units  of  the  new  Glen- 
borough  Ltd.  master  partnership. 
Those  units  give  everyone  a  call  on  a 
real  estate  turnaround.  And  they  save 
the  sickest  properties  from  foreclo- 
sure, thus  enabling  the  partners  (in- 
cluding Batinovich  himself)  to  avoid 
costly  tax  recapture. 

Batinovich  hopes  to  raise  $30  mil- 


lion in  new  equity  to  acquire  more 
properties.  Then,  he  says,  he  will  list 
Glenborough  Ltd.'s  units  on  the 
American  Stock  Exchange  in  the  sec- 
ond quarter  of  next  year.  That  will 
give  Batinovich  (who,  with  a  partner, 
owns  47%  of  Glenborough)  and  his 
clients  liquidity. 

Stephen  Roulac,  a  real  estate  con- 
sultant, predicts  more  such  roll-ups 
are  on  the  way.  He  says  a  nearly  $2 
billion  (total  assets)  MLP,  sponsored 
by  Los  Angeles'  American  Resource 
Corp.  (composed  of  a  gaggle  of  real 
estate  syndicators),  will  soon  be  regis- 
tered with  the  SEC. 

Potential  investors  should  examine 
these  offerings  carefully.  The  tax  con- 
siderations in  most  roll-ups  are  com- 
plex. The  investors  end  up  paying  the 
lawyers',  appraisers'  and  CPAs'  fees. 
Glenborough  Ltd.'s  MLP,  for  exam- 
ple, required  10  months  to  put  togeth- 
er. Cost:  over  $5  million — 5%  of  the 
equity  in  the  MLP. 

Watch  out,  too,  for  property  mark- 
ups taken  by  the  MLP  sponsors.  Ex- 
ample: In  one  shopping  center  MLP 
called  EQK  Green  Acres,  sponsors  Eq- 
uitable Life  Assurance  and  Kravco 
Inc.,  supported  by  an  outside  apprais- 
al, marked  up  the  cost  of  property 
from  $60  million  to  $136  million, 
even  though  much  of  the  cost  of  the 
property  was  contributed  less  than 
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An  exquisite  choice  for  buyers  of 

the  most  efficient  business  jet  in  the  world. 


ore  Room,  More  Options, 
Larger  Cabin  or  Longer  Range? 


Prime  Mission 

Range  (sm) 
(6  Passengers) 

Maximum  Seating 
Capacity 

Custom  Completion 

Custom  Completion 
Options 

Maximum  Range 

3350 
(coast-to-coast: 
100  kt  headwinds) 

up  to  8 

Entry  way  holds  maximum 
baggage — all  accessible 
in-flight. 

Two  New  Auxiliary 
Power  Units 

Maximum  Cabin 

2930 
(coast-to-coast: 
average  winds) 

up  to  10 

Expands  useful  cabin  to 
allow  "club  fours."  Includes 
pannier  with  28  cu  ft  of 
exterior  baggage  storage. 

Three  EFIS  Systems 

Maximum  Baggage 
or  Range 

3350/2930 
(coast-to-coast: 
(100  kt  headwinds/ 
average  winds) 

up  to  8 

Standard  front,  rear, 
luggage  storage/pannier 
baggage. 

Four  Baggage 
Arrangements 

One  Extraordinary  Aircraft;  Three  Typical  Configurations 

Start  with  the  world's  most 
efficient  combination  of  business 
jet  airframe,  engine  and  cabin: 
the  BAe  800.  Select  the  range, 
the  cabin  configuration  that 
best  suits  your  company's  travel 
needs.  Now  choose  from  six 
independent  completion  centers. 

Each  of  these  completion 
i  centers  brings  its  own  pro- 
prietary designs  to  your  cabin 


and  avionic  requirements. 

Select  the  larger  cabin  with 
pannier  baggage  compartment, 
or  opt  for  long-range  fuel. 
Choose  one  of  three  approved 
EFIS  instrument  displays. 
Specify  all-digital  avionics. 
Order  thrust  reversers.  The 
choice  is  yours. 

But  let  us  help.  For  full 
details,  call  your  nearest  BAe 


regional  office.  Or  write  Kenneth 
C.  Spinney,  Vice  President 
Marketing-Corporate,  British 
Aerospace,  Inc.,  P.O.  Box  17414, 
Washington  Dulles  International 
Airport,  Washington,  DC  20041. 

The  Most  Efficient  Business  Jet  in  the  World 
up  where  we  belong 


BHtTtSH  AEROSPACE  m 


British  Aerospace,  Inc.  Offices  in  North  America:  Washington,  DC  •  703/478-9420  •  Wilmington,  DE  302/322-8000  •  New  York  516/981-8000 
Chicago  312/299-7000  •  Houston  713/644-8000  •  Los  Angeles  714/756-0146  •  Toronto  416/673-0800 


Ready  or  not,  here  it  comes.  A  big 

house  with  a  big  backyard,  twins,  maternity  leave, 
those  forms  you  have  to  fill  out  every  April  15th, 
two  tonsillectomies,  a  long-overdue  vacation,  a 
raise,  a  higher  tax  bracket,  another  bouncing  baby, 
an  even  bigger  house,  fluctuating  interest  rates, 
inheritance  from  a  long-lost  aunt,  grad  school,  pre- 
med  school,  med  school,  investing  your  profit 
sharing,  your  only  daughter's  300 -plate  wedding 
reception,  money  to  start  your  own  business,  a 
new  couch  because  Uncle  Marvin  forgot  where  he 
left  his  cigar,  a  summer  house  on  a  small  lake  with 
large  fish,  changes  in  the  tax  law,  lawyers  for  every- 
thing, lots  and  lots  of  grandchildren,  and  a  cruise 
around  the  world.  So  get  ready  Call  Dean  Witter. 
We're  ready  to  help  with  a  wide  range  of  invest- 
ments and  a  professional  Account  Executive  who 
can  tailor  a  personal  investment  program  to  meet 
your  financial  needs.  Every  one  of  them. 


A  member  of  the 
Sears  Financial  Network 


il 


DEAN  WITTER 


Everybody's  somebody  at  Dean  Witter. 


6  1986  Dean  Witter  Reynolds  Inc.  Member  SIPC. 


AM.  Best,  the  only  outfit  that  tries  to  mea- 
sure the  financial  strength  of  some  3,200 
U.S.  insurance  companies,  seems  now  to  be 
a  prisoner  of  its  own  monopoly  power. 

When  is  an  "A" 
rating  not  an  "A"? 


By  James  Ring  Adams 

Worried  that  you're  paying 
insurance  premiums  to  some 
rock  of  an  underwriter  that's 
really  papier-mache?  For  most  of  us, 
from  homeowner  to  commercial 
banker,  there's  only  one  way  to  tell 
how  sound  a  carrier  really  is,  and 
that's  by  the  annual  ratings  published 
by  the  A.M.  Best  Co.  of  Oldwick,  N.J. 
But  some  of  Best's  ratings,  it's  now 
clear,  aren't  written  in  stone,  either. 

Best,  which  has  been  in  the  busi- 
ness since  1899,  rates  the  financial 
strength  of  insurance  underwriters  on 
a  scale  ranging  from  top-quality  A 
plus  (superior)  and  A  (excellent) 
through  stages  to  C  (fair)  and  then  to  a 
series  of  ten  bad-news  categories  of 
"not  assigned."  It  also  has  a  "contin- 
gent" label,  which  signals  a  company 
with  problems  that  is  thought  to  be 
cleaning  up  its  act. 
Best  has  been  blowing  some  big 


ones  lately.  Companies  in  the  calami- 
tous property  and  casualty  field  have 
folded  while  carrying  A  ratings.  Best 
itself  is  in  visible  disarray.  Gossip  per- 
sists that  the  top  brass  have  been 
handing  out  good  marks  despite  staff 
warnings.  There  has  been  an  exodus 
of  Best's  best  property  and  casualty 
rating  staff.  None  of  its  nine  senior 
people  on  the  team  in  January  is  there 
now,  and  former  employees  say  rat- 
ings were  a  major  issue  leading  to 
their  departure. 

Best's  ratings  as  such  are  freely 
available  to  the  industry  and  others.  It 
makes  its  living  by  digesting  the  in- 
dustry's annual  reports  and  regurgi- 
tating the  resulting  database  in  a  vari- 
ety of  packages  that  now  include  rat- 
ings books,  newsletters,  a  monthly 
magazine  and  computers,  including  a 
projected  on-line  service  for  PCs.  It's 
hard  to  say  just  how  good  a  living  it  is. 
Best  is  privately  owned  by  the  fam- 
ilies of  its  top  management,  and  even 


they  receive  an  annual  financial  state- 
ment only  ten  lines  long. 

The  fact  that  Best  rates  the  very 
outfits  that  provide  its  publications' 
advertising  and  subscription  base 
strikes  some  as  a  potential  conflict  of 
interest.  One  trade  paper  insinuated 
thai  the  conflict  was  more  than  po- 
tential, implying  that  Best's  ratings 
have  been  deliberately  soft  on  some 
big  subscribers.  Even  Best's  former 
employees  deny  that  charge. 

But  the  real  problem  is  bigger  than 
A.M.  Best  itself.  As  the  only  outfit 
trying  to  measure  the  financial 
strength  of  some  3,200  American  in- 
surance companies,  it  may  be  that 
Best  has  become  a  prisoner  of  its  own 
monopoly  power.  Millions  of  mort- 
gages, contracts  and  insurance  deals 
limit  insurance  coverage  only  to  com- 
panies that  earn  Best's  A-level  ratings. 
With  so  many  insurance  companies 
going  through  hard  times,  Best's  man- 
agers may  now  fear  that  a  sharp  down- 
grading of  a  company  covering  hun- 
dreds of  thousands  of  policyholders 
could,  after  all,  send  shock  waves 
through  the  economy. 

In  his  tree-shaded  semirural  office 
in  Oldwick,  A.M.  Best's  chairman  and 
president,  Arthur  Snyder,  61,  certain- 
ly sounds  more  like  a  regulator  than  a 
journalist.  His  primary  goal  in  rating, 
he  says,  is  to  "provide  a  constructive 
and  stabilizing  environment"  for  in- 
surance. A  major  company  with  bil- 
lions in  assets,  he  says,  should  be 
judged  by  more  than  one  weak  annual 
statement.  The  chilling  implication, 
of  course,  is  that  insurance  recently 
has  been  anything  but  stable  and  that 
weak  statements  are  all  too  common. 

Best  has,  in  fact,  been  a  major  influ- 
ence in  many  companies'  internal  fi- 
nancial decisions.  Insiders  say  that 
Continental  Corp.,  Cigna  Property  & 
Casualty  companies  and  the  Crum  & 
Forster  division  of  the  Xerox  Corp.  all 
received  "contingent  A"  ratings  in 
spite  of  battered  balance  sheets  only 
after  they  assured  Best  officers  they 
would  be  raising  additional  capital. 

Xerox'  Crum  &  Forster  insurance 
subsidiary,  for  example,  had  a  rough 
1985.  Xerox  replaced  Crum  &  For- 
ster's  top  executives,  liquidated  one 
unit  that  had  $212  million  more  li- 
abilities than  assets,  and  pumped  a 
pretax  $125  million  into  another 
unit's  loss  reserve.  When  the  new 
Crum  &  Forster  management  came  to 
Best  for  their  annual  review,  the  issue 
was  how  much  of  a  capital  contribu- 
tion to  Crum  &  Forster  it  would  take 
"to  maintain  some  semblance  of  an  A 
rating."  After  working  out  the  impact 
on  the  Best  rating  formulas,  Xerox 
proposed  adding  $200  million.  "Only 


DE 

The  Contempc 


At  Cadillac,  we  believe  today's 
luxury  cars  should  reflect  today's 
values.  The  newly  styled,  longer 
De  Ville  is  as  contemporary  as  it  is 
Cadillac.  This  six-passenger  luxury 
car  remembers  why  you  chose 
Cadillac  in  the  first  place  with 
renowned  comfort  and  conve- 
nience enhanced  by  leading- 
edge  technology.  De  Ville  also 
delivers  a  smooth,  comfortable 
ride  while  answering  your  need 
for  precise  driver  control.  There's 
even  an  Anti-Lock  Braking  System 
available. 


The  new  look  of  luxury. 


This  year,  America's  most  suc- 
cessful luxury  car  adds  the 
further  distinction  of  new 
Cadillac  styling  refinements. 
The  restyled  front  end  with  a 
new,  bolder  grille  and  com- 
posite headlamps  takes  on  a 
clean,  aerodynamic  design.  The 
profile  assumes  a  longer 
silhouette.  And  a  new  taillamp 
treatment  completes  the  ele- 
gant update. 


The  increasingly  rare  comfort 
full-size  room  for  six. 

How  can  a  luxury  car  this 
effortless  to  maneuver  in  traffi« 
still  accommodate  six  adults  in 
Cadillac  comfort?  The  answer 
a  worldwide  Cadillac  exclusiv* 
a  transverse-mounted  V8 
engine  with  front-wheel  drive, 
putting  the  engine  sideways, 
valuable  room  is  passed  along 
to  the  spacious  Cadillac  interr 


'In  some  cases,  a  deductible  applies.  See  your  dealer  for  details. 
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adillac  touches  that 
nticipate  your  every  want. 

jie  Cadillac  name  is  syn- 
Ihymous  with  comfort  and 
Convenience.  In  addition  to  its 
x-way  power  driver  seat  and 
lectronic  Climate  Control  sys- 
?m  with  selected  temperature 
i  isplay,  DeVille  also  incorpo- 
jrfes  innovations  such  as  the 
I  bility  to  operate  the  stereo 
tadio,  the  available  Astroroof 
nd  other  conveniences  up  to 
u  minutes  after  you  turn  off  the 
^nition  or  until  you  open  a  door. 


A  unique  blend  of  smooth  ride 
and  responsive  handling. 

With  specifically  tuned  four- 
wheel  independent  suspension 
and  Electronic  Level  Control, 
De  Ville  proves  a  silky  ride  and  a 
firm  feel-of-the-road  are  not 
mutually  exclusive.  This  Cadillac 
is  equally  rewarding  to  driver 
and  passenger.  With  its  avail- 
able Anti-Lock  Braking  System, 
De  Ville  can  help  take  the  panic 
out  of  panic  stops. 


De  Ville's  new,  longer  warranty. 


Another  confidence-inspiring 
facet  of  DeVille  is  its  new 
5-year/50,000-mile  limited 
warranty*  as  well  as  a  5-year/ 
100,000-mile  rust-through  per- 
foration warranty. 

Your  Cadillac  dealer  invites 
you  to  drive  the  car  that  defines 
luxury  for  today.  DeVille,  the 
contemporary  spirit  of  Cadillac. 


LET'S  GET  IT  TOGETHER... BUCKLE  UP. 


after  the  money  was  paid  in"  to  Crum 
&  Forster,  says  one  insider,  did  Best 
grant  its  "contingent  A."* 

Thus,  with  no  federal  agency  hav- 
ing oversight,  and  with  state  regula- 
tors fragmented,  Best  in  effect  has  tak- 
en on  the  role  of  industry  watchdog. 
Wielding  this  power,  however,  carries 
obvious  risks  for  Best's  own  reputa- 
tion. In  January,  for  instance,  Best  is- 
sued a  red-faced  report  about  the  Pro- 
tective National  Insurance  Co.  of 
Omaha,  with  $40  million  in  assets, 
which  had  held  its  highest  rating  just 
six  months  earlier.  In  the  spring  of 
1985  Best's  analysts  in  the  property 
and  casualty  division  proposed  mak- 
ing the  company,  part  of  the  St.  Regis 
(now  Champion)  Group,  wear  a  warn- 
ing bell  in  the  form  of  a  "not  as- 
signed" rating,  because  of  its  heavy 
reliance  on  shaky  reinsurers.  After  a 
meeting  with  Protective's  executives, 
the  Best  management  decided  to  let  it 
hold  a  "contingent  A  plus."  Sure 
enough,  the  reinsurance  collapsed 
shortly  afterward,  and  Protective 
asked  the  Nebraska  Insurance  Direc- 
tor to  place  it  under  supervision. 

In  the  wake  of  such  events  Best  has 
been  knocked  about  in  the  industry 

*  More  than  10  other  property  and  casualty  compa- 
nies also  added  SI.  1  billion  in  fresl)  capital  in  the  first 
half  of  1986.  "A  significant  part  of  that  was  influ- 
enced by  the  AM.  Best  rating  procedure,  "says  Snyder 


trade  press.  The  bad  press  got  worse 
following  the  resignation,  in  late  July, 
of  Best  Vice  President  Robert  A.  Bai- 
ley, head  of  its  property  and  casualty 
division.  In  an  internal  memo  at  the 
time,  Chairman  Snyder  said  the  de- 
parture stemmed  from  Bailey's  "re- 
quest for  autonomous  control"  of  his 
department,  including  all  its  rating 
decisions.  Former  staffers  in  the  divi- 


In  the  absence  of  federal 
oversight,  and  with  state 
regulation  fragmented, 
Best  has  taken  on  the  role  of 
industry  watchdog.  But 
there  are  obvious  risks. 


sion  say  Bailey  was  only  trying  to 
restore  the  former  procedure.  At  the 
beginning  of  this  year,  they  say,  Sny- 
der began  overruling  a  far  greater 
number  of  their  decisions  than  ever 
before,  and  insisted  that  ratings  for 
the  100  biggest  companies  not  be  re- 
leased until  reviewed  by  the  brass. 

Over  the  time  Best's  probity  has 
come  into  question,  and  in  part  be- 
cause of  it,  almost  all  of  Bailey's  se- 
nior staff,  eight  in  all,  left  the  compa- 
ny. Snyder  says  that  the  departing  an- 
alysts, mainly  young  and  not  highly 
paid,  all  jumped  at  better  offers.  True 


enough,  they  reply,  but  that's  another 
symptom  of  Best's  troubles.  Major 
brokerages,  the  source  of  these  better 
offers,  having  decided  they  can't  rely 
on  Best  alone  to  evaluate  the  compa- 
nies they  deal  with,  are  building  their 
own  research  staffs. 

Other  rating  houses  are  also  start- 
ing to  nibble  at  Best's  monopoly. 
Standard  &  Poor's  rates  around  200  of 
the  largest  insurers,  constituting  80% 
of  the  industry  in  premiums  written, 
and  it  claims  it  does  better  analysis 
than  Best.  "We  think  we  can  beat  the 
stuffing  out  of  them,"  says  S&P's  Se- 
nior Vice  President  Byron  Klapper. 
Snyder  retorts  that  S&P's  does  it  for  a 
fee  and  can't  touch  the  myriad  small- 
er firms  he  does  for  free. 

Its  very  comprehensiveness,  how- 
ever, may  be  another  Best  weakness. 
Its  technicians  are  so  hard-pressed 
they  can't  go  much  beyond  a  compa- 
ny's annual  report,  or  "convention 
statement,"  delivered  to  state  regula- 
tors each  March.  "During  our  busy 
season,  I  did  400  companies  in  three 
to  four  months,"  recalls  a  former  ana- 
lyst. With  so  many  traps,  and  even 
frauds,  in  the  business,  Best  is  bound 
to  make  some  embarrassing  calls, 
with  or  without  internal  shakeups. 

But  no  one  expects  Best  to  wither 
away,  whatever  its  flaws.  Too  many 
people  need  it.  ■ 


Lincoln  National's  innovative 
employee  benefit  plans  are  a  healthy 
step  for  the  road  ahead. 


e  HMO.  PPO  and  flexible  benefits  are 
all  part  of  a  new  era  in  healthcare  cost 
management  from  Lincoln  National.  We 
offer  these  opportunities  and  other  cost 
management  plans  to  businesses 
throughout  the  country.  Ask  your 
employee  benefits  representative  today. 
Lincoln  is  thinking  . . . 

and  so  should  you. 


n 


LINCOLN 

national 


i  National  Life  Insurance  Co.  and  other  Lincoln  National 
i  South  Clinton.  Fort  Wayne,  IN  46801 . 


MAKE  IT  IN  CAPE  BRETON. 
MARKET  IT  ANYWHERE. 


Cape  Breton  has  the  richest 
investment  incentives  in  North 
America.  And  the  key  location. 

Direct  grants  up  to  60%  for 
plant  and  equipment  mean  new 
or  expanded  operations  can  begin 
making  it  in  Cape  Breton  today. 
And  a  60%  tax  credit  means  the 
tax  holiday  can  last  for  10  years. 

Cape  Breton's  harbours,  jetport 
and  f reeport  facilities  mean  access 
to  global  markets  in  Canada,  the 
United  States,  Europe  and  more... 
markets  everywhere. 

Cape  Breton  has  skilled  labour, 
secure  energy,  stable  government 
...and  much  more.  Ask  us. 

We're  Enterprise  Cape  Breton. 
We're  business  people.  You've  just 
read  our  offer.  Tell  us  what  you 
need  by  phone  or  business  card. 

I  1 

Enterprise 
Cape  Breton 

RO.  Box  2001 
Dept.  G-24,  Sydney 
Nova  Scotia 
Canada  B1P6K7 
HliSiiF1  Phone  toll-free 

1-800-565-9460 


|4p  Canada 


For  many  American  companies,  total  systems  integration 
s  the  order  of  the  day. 

And  departments  that  can't  talk  to  departments  are  as 
solated  as  Brooklyn  before  the  bridge. 

To  find  out  how  Wang  bridged  the  communications  gap 
or  all  these  companies,  call  us.  Toll  free. 


1 


Every  day  Federal  Express  delivers  over  550,000  packages  and 
documents.  And  nearly  all  of  them  have  to  get  where  they're 
going  overnight. 

Which  means  they  need  a  system  that  can  get  things  done  in  a 
hurry.  That  can  effectively  track  aircraft  parts  inventory.  That  can  keep 
W  a  fleet  of  planes  right  on  schedule.  And  offer  in-depth  reports  on 

repairs  and  competitive 
pricing.  Which  is  why 
Federal  Express  sent  for 
the  Wang  VS  with  Wang 
PCs  as  workstations. 
Because  only  Wang 
could  deliver  a  pack- 
age that  they  could 
depend  on. 


Shearman  &  Sterling 


3 Shearman  &  Sterling  is  the  sixth  largest  law  firm  in 
the  United  States,  with  450  attorneys  serving  an  interna- 
tional clientele.  Their  reputation  rests  on  a  system  that 
can  provide  worldwide  networking.  That  can  be  used 
to  research  client  cases  by  providing  access 
to  outside  databases.  That  can  establish  a 
critical  link  to  an  IBM  mainframe  in  order 
to  input  and  track  billing  data.  And 
V  guarantee  that  future  expansion  can 
be  brought  about  without  costly  legal  maneuvers. 

After  carefully  weighing  all  the  evidence, 
Shearman  &  Sterling  reached  a  unanimous 
verdict.  Wang  VS,  Wang  PCs  and  WangNet 

offered  a  system  that  none  of  their  450        f^^BI  I  JV 
attorneys  could  object  to.  UnUIVIIVI#AfM 


Mellon  Bank  Corporation  is  the 
twelfth  largest  banking  company 
in  the  United  States.  Which  creates  a 
need  for  a  system  that  allows  over  1 ,200 
users  to  share  and  exchange  informa- 
lon.  That  can  provide  access  to  data- 
bases from  their  thirteen  mainframes. 

• That  can  perform  a  broad  range  of 
financial  applications,  including 
spreadsheet  analysis  and  business  graphics.  And 
make  its  banking  professionals  more  productive  in 
the  areas  of  sales,  marketing,  auditing  and  finance. 

When  it  came  time  to  invest  in  a  system,  Mellon 
wrote  out  a  check  to  Wang.  Because  a  Wang 
VS  300,  VS  100,  graphic  workstation,  and  PC  is  like 
money  in  the  bank. 


4le 


@ money  in  me  uaii*. 
Mellon  Bank 


Grumman  Corporation  is  one  of  the 
leading  manufacturers  of  aircraft  and  aero- 
space systems.  Their  size  and  scope  placed 
a  tremendous  demand  on  their  professional 
programmers,  who  were  faced  with  develop- 
ing applications  for  each  of  Grumman's  dif- 
ferent departments. 
5     Wang  offered  an  effective 
solution— the  Wang  VS  and 
Professional  Application 
Creation  Environment  (PACE). 
Now  for  the  first  time  Grumman's 
non-technical  employees  are  able  to 
develop  their  own  sophisticated  applications. 
And  professional  programmers  are  free  to  work 
primarily  on  applications  that  require  their  special 
expertise.  Which  means  that  no  one  at  Grumman 
has  to  sit  around  waiting  for  something  to  happen. 


+•  


Every  day  Wang  helps  companies  like 
these  improve  the  way  they  do  business. 
Because  Wang  has  a  fully  integrated  family  of 
computers  that  can  be  integrated  with  competi- 
tive systems.  If  your  computers  can't  carry  on  a 
simple  conversation,  call  1-800-225- WANG. 
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1937  Wang  Laboratories.  Inc 


The  Up  &  Comers 


Lessons 


It  sometimes  takes  a  disaster for  you  to  find  £jjg^j^ for  market  share 
that  you  are  not  really  in  the  business  you  t  once  aeain  Kom  was  ?educed  fey ; 

t       J  ,  ^  _  ,  ,         _      f    ~  fad's  siren.  Pretax  profits  in  198* 

thought  you  were  in.  Consider  Carl  Korn  reached  $17  million  on  sales  of  $17; 
his  Dynascan  Corp. 


Death  wish 


By  David  Henry 


So  worn  is  the  gag  about  selling 
3-cent  apples  for  2  cents  and 
making  up  the  difference  on 
volume,  that  all  businessmen  know 
it's  a  joke.  But  there  are  exceptions. 
One  such  exception  is  Carl  Korn,  the 
founder,  chairman  and  chief  stock- 
holder of  Chicago's  $128  million 
(sales)  Dynascan  Corp. 

"We  did  it,"  says  Korn,  with  admi- 
rable candor,  of  his  pell-mell  rush  for 
profitless  market  share.  "We  were  so 
sales  oriented  we  figured  everything 
would  be  taken  care  of  if  we  did 
enough  volume."  Among  the  things 
taken  care  of  in  this  manner  was  the 
total  value  of  Korn's  Dynascan  stock, 
which  fell  from  $16  million  to  $3  mil- 
lion in  less  than  a  year.  But  we're 
getting  ahead  of  the  story. 

Kom,  now  65,  is  an  electronics  en- 
gineer. He  started  Dynascan  in  1954 
to  sell  electronic  testing  equipment  to 
hobbyists.  In  the  1960s  he  introduced 
an  early  citizens  band  radio.  Dyna- 
scan's  Cobra  brand  CBs  caught  on  so 
well  with  truckers  in  the  1970s  that 
the  company  earned  $15  million  pre- 
tax in  1976  on  sales  of  $102  million. 

Unhappily,  the  CB  fad  faded  Dy- 
nascan nearly  drowned  in  CB  inven- 
tories. Korn  bailed  out  Dynascan  by 
aggressively  unloading  inventory 
through  dealer  promotions  and  with 
earnings  from  his  electronic  test 
equipment  and  industrial  tool  lines. 
Several  CB  producers  went  under  but 
Dynascan  survived,  and  Korn  prom- 
ised himself  never  again  to  get  caught 
in  such  an  obvious  fad  as  CBs. 


Famous  last  words.  From  this  first 
brush  with  defeat,  it  was  on  to  a  full- 
scale  engagement  with  disaster.  In 
1979  Korn  introduced  his  line  of  then- 
novel  cordless  telephones.  Cordless 
phone   sales  exploded,  whereupon 


million.  Heavily  hyped,  Dynascan': 
stock  raced  from  3 Vi  to  35,  at  whicll 
the  little  company  was  worth  $16f 
million. 

And  just  as  suddenly  it  was  overl 
U.S.  cordless  phone  sales  sank  frornl 
$850  million  in  1983  to  $325  million 
in  1984  Although  disgruntled  retail 
customers  were  returning  more  than) 
10%  of  the  phones  they  bought,  deal 
ers  kept  ordering,  so  Korn  kept  com 
tracting  with  his  Asian  suppliers  foi 
more.   Again  awash  in  inventory! 
Dynascan  lost  $31  million  pretax  irl 
1984  on  sales  of  $125  million.  Thdl 
stock  fell  to  3%  as  Korn  borrowed 
heavily  to  stay  afloat. 

In  retrospect  Korn  was  lucky,  in  thel 
sense  that  the  cordless  phone  debaclel 
forced  him  to  realize  that  he  wasn't  irl 
the  business  he  thought  he  was  inJ 
Before  the  debacle,  Korn  figured  hel 


Dynascan  founder  Carl  Korn 

Learning  to  stay  cool  when  his  products  get  hot. 


IU  &  LUCKY-GOLDSTAR 


Moving  in  the  Same  Direction 


Lucky-Goldstar  is  a  group  of  23 
Korean  companies  involved  in  chemistry, 
electronics,  finance,  and  trade.  By  com- 
bining the  best  of  East  and  West,  we 
built  a  U$10-biliion  enterprise  around  a 
team  of  70,000  talented  individuals. 

But  our  achievements  aren't  ours 
alone. 


Business  fields  ot  Lucky-Goldstar  companies: 


Successful  partnerships  with  com- 
panies like  AT&T,  Hitachi,  Siemens,  and 
Caltex;  and  overseas  subsidiaries  like 
Goldstar  of  America  in  Huntsville,  Ala- 
bama are  doing  a  lot  to  stimulate  mu- 
tual growth,  while  promoting  economic 
development  and  free  market  systems  in 
countries  around  the  world. 


At  home,  we're  known  as  the 
quality  choice.  Abroad,  as  a  good 
neighbor  and  reliable  business  partner. 

Take  time  to  get  to  know  us  bet- 
ter. Contact  the  Business  Development 
Dept.,  Lucky-Goldstar  Int'l  Cotp., 
CPO  Box  1899,  Seoul,  Korea. 
Phone  (02) '776-6517,  Telex  K27 266 LGINTL. 

1E3  LUCKY  GOLDSTAR 


Chemistry  □  Lucky,  Ltd.  □  Lucky  Advanced  Materials  Electronics,  Electrics  &  Communications  □  Goldstar  Co.,  Ltd.  □  Goldstar  Cable  □Goldstar  Telecommunication  L.Goldstar  Electric  □Goldstar  Instrument  &  Electric 
□  Goldstar  Precision  □  Shinyeong  Electric  □  Goldstar  Semiconductor  j  Goldstar-Alps  Electronics  □  Goldstar-Honeywell  □  Goldstar  Magnetech  Energy  and  Resources  □  Honam  Oil  Refinery  □  Korea  Mining  &  Smelting 
Construction  and  Engineering::  Lucky  Development  □  Lucky  Engineering  Financial  Services:::  Lucky  Securities  □  Pan  Korea  Insurance  □Goldstar  Investment  &  Financed  Pusan  Investment  &  Finance  Trade  and 
Distribution □  Lucky-Goldstar  International  Hee  Sung  Public  Service  □  The  Yonam  Foundation □  The  Yonam  Educational  Institute  Sports  □  Lucky-Goldstar  Sports 


DUAL  k 

COLOR 

COPYING 


Canon  announces  tl 
dual  color  copying  systen 


Simultaneous  two  color  copying  at  a  touch. 
Canon  developed  it  for  a  smarter,  simpler  way  to 
add  dramatic  impact  to  any  business  document. 
Now,  with  the  NP-4000  series,  Canon  combines 
this  dual  color  copy- 
ing advantage  with 
sophisticated  auto- 
matic technology,  to  create  the  most  brilliant  copier 
system  in  its  class. 

With  five  unique  models  to  choose  from,  and 
up  to  40  copies  per  minute,  the  NP-4000  series 
has  a  copier  designed  just  for  you.  With  everything 
from  automatic  duplexing  on  the  4540RDF 
for  multiple  two-sided  copies  to  duai  color 
image  editing  on  the  4540EF  for  documents  with 
higher  visibility. 

These  remarkable  copiers  offer  such  efficien- 
cy minded  standard  features  as  a  multi-function 
memory  to  give  you  instant  one-touch  access 
to  even  your  most  intricate  copying  procedures. 


What's  more,  they  also  have  the  ability  to 
think  for  themselves.  To  automatically  pick  the 
right  paper  size  and  set  the  zoom.  And  to  con- 
stantly monitor  and  adjust  themselves  for  picture 

perfect  copies— of 
photographs  and 
colored  originals,  too. 
The  4000  series  copiers  even  speak 
your  language— communicating  everything  you 
need  to  know  in  over  100  easy-to-understand 
messages. 

With  the  15  copies  per  minute  NP-2000 
series,  Canon  offers  economy  minded  offices 
dual  color  copying  that's  compact  in  size,  yet  big 
in  performance.  These  copiers  have  advanced 
zoom,  automatic  exposure  and  optional  auto- 
matic document  feeding  and  sorting. 

Canon's  NP-4000  or  NP-2000  series. 
Undeniably,  the  most  intelligent  choice  in  dual 
color  copying. 


THE  NP-4000  SERIES  at  40  copies  per  minute  NP4540RDF  with  recirculating  document  feeder  NP  4540EF  with  semi-automatic  document  feeder  and  image 
editor  for  dual  color  editing.  The  full-system  automatic  NP-4040  and  NP-4040F  with  semi-automatic  document  feeder  And  the  NP-4035  for  35  copies-per-mmute 
performance  at  a  more  economical  price  THE  NP-2000  SERIES  at  15  copies  per  minute  NP-2015  and  NP  2015F  with  semi-automatic  document  feeder 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card.  For  more  information  on  Canon's  Dual  Color  Series  Copiers,  write  Canon  U.S.A.,  Inc., 

Ask  for  details  at  participating  Canon  dealers  and  retailers.  PO  Box  5023.  Clifton,  NJ  07015  Or  call  toll-free  1-800-OK-CANON.  e  i986 canon us«  w 
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W.  Edwards  Deming 

^Outof 
the  Crisis 


DEMING'S  way  to 
CAPTURE  MARKETS 
IN  THE  NEW 
ECONOMIC  AGE 

The  one  book  that  teaches  what  managers 

must  know  for  their  companies  to  succeed. 

Order  your  copy  from  MIT. 

Call  Carolyn  Johnson  at  (617)  253-7444. 

Visa/MasterCard.  Or  check/money  order  to 

MIT,  Dept.  2961,  Rm.  9-234 . 

Cambridge,  MA  02139-4391. 

OUT  OF  THE  CRISIS.  W.  Edwards  Deming 

MIT/CAES  1986,  507PP,  Hardcover,  $60 
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IT'S  NOTARISE 
WHEN  IT'S  BEEN  DONE 
OVER  1250  TIMES. 


FANTASTIC  SAMS,  the  original  family 
haircutters,  is  the  world's  largest  and 
fastest  growing  haircare  franchise, 
according  to  ENTREPRENEUR,  1986.  It's 
no  accident  —  Fantastic  Sam's  has  sold 
over  1250  stores  —  and  we're  still 
growing  with  new  sales  each  day ! 

Inquire  today  about  owning  a 
Fantastic  Sam's  franchise. 

•  no  accounts       •  $45,000 
receivable 

•  relatively  low 
inventory 

•  weekly  fees  of 
$131.00 


minimum 
investment 

•  no  royalties 

•  in  business 
for  yourself, 
but  not  by 
yourself. 


We  have  a  system  that  will  work  for 
you !  (Don't  take  our  word  for  it;  call 
any  of  our  400  owners,  who  collectively 
own  over  1250  stores,  and  ask  them. 
Most  were  never  in  the  hair  business.) 

In  USA,  call  1-800-621-9307, 

8:30-5:00  CST 
In  Canada,  call  604-530-3177 
or  416-441-6330 


This  offering 
made  by 
prospectus  only. 


{  The  original  family  haireutterT}^ 


was  a  manufacturer,  with  high  fixed 
costs  from  brick  and  mortar.  But,  in 
fact,  those  costs  were  borne  by  his 
suppliers  in  Taiwan  and  Korea.  Rath- 
er than  a  manufacturer,  Korn  was 
really  a  merchant,  subject,  like  all 
merchants,  to  volatile  variable  costs 
and  much  more  dependent  on  work- 
ing capital  than  he  had  ever  dreamed. 

"Our  investment  is  in  inventory 
and  receivables,"  Korn  now  explains. 
"If  we're  going  to  sell  $10  million 
more,  we've  got  to  have  $4  million  [in 
working  capital]  to  support  it.  We 
never  understood  that  until  someone 
came  in  from  the  outside." 

That  someone  was  Jerry  Kalov,  50,  a 
battle-hardened  veteran  of  30  years  in 
consumer  electronics.  Korn  sacked 
Dynascan's  old  president  and  hired 
Kalov  in  April  1985. 

Not  for  Kalov  market 
share  for  its  own  sake. 
"We're  into  the  business 
of  margin,"  he  says.  An 
example  is  Dynascan's 
Cobra  brand  radar  detec- 
tor. It's  currently  selling 
very  well  in  a  hot  market. 
But  Kalov  refuses  to  divert 
too  much  of  his  precious 
working  capital  to  sup- 
porting radar  detector 
sales,  even  if  that  means 
passing  up  some  sales.  No 
more  CB  and  cordless 
phone  disasters,  thank 
you  very  much. 

"You're  nuts  if  you  let 
one  category  dominate 
your  business,"  Kalov  ex- 
plains. "Greed  is  insatia- 
ble, but  it  is  the  death 
wish  of  businesses  like  this.  Most 
product  categories  don't  stick  around 
that  long,  and  if  they  do,  they  usually 
don't  meet  the  profit  objectives  be- 
cause they  become  too  bloody  compe- 
titive." Now  middle-management  in- 
centive plans  include  consideration  of 
returns  on  assets  in  each  product  line, 
not  just  total  sales. 

Kalov  looks  like  the  right  man  for 
Dynascan.  On  no  sales  gain,  the  com- 
pany broke  even  last  year.  This  year, 
on  sales  of  about  $135  million,  Dyna- 
scan will,  says  Kalov,  earn  at  least 
$4.7  million  aftertax — $1  a  share — 
with  no  more  than  25%  of  that  com- 
ing from  radar  detectors  or  any  of  the 
other  five  consumer  product  lines. 
(Dynascan  also  makes  and  markets 
answering  machines  and  corded  tele- 
phones.) Dynascan's  cordless  phone 
business  has  returned  to  life,  as  have 
CB  radio  sales,  where  Cobra  is  the 
leading  brand.  Bank  debt  is  down,  in- 
ventory turnover  is  growing,  and  the 
stock  is  back  to  13. 


To  keep  growing,  of  course,  control- 
ling inventories  and  watching  mar- 
gins are  necessary,  but  not  sufficient. 
Korn  and  Kalov  must  act  like  mer- 
chants, meaning  they  must  come  up 
with  new  electronic  gadgets  for  their 
customers.  This  month,  for  example, 
Dynascan  starts  shipping  a  line  of 
high-frequency  radio  scanners  that  al- 
low citizens  to  listen  in  on  police 
bands  and  on  coaches  at  football 
games.  Adding  technological  refine- 
ments to  Cobra's  CB  radios  should 
also  help. 

Whence  will  come  the  $4  of  work- 
ing capital  Korn  now  says  he  needs  to 
support  every  $10  of  sales?  Here  Dy- 
nascan has  a  secret  weapon.  In  1983 
Korn  bought  some  tax  benefits  to 
shelter  the  profits  that  were  rolling  in. 
He  could  do  that  under  the  Economic 


New  President  Jerry  Kalov 
Enforcing  the  discipline. 


Recovery  Tax  Act,  which  aimed  to 
encourage  investment  by  companies 
that  couldn't  use  the  benefits.  The 
gambit  was  soon  ended  by  Congress, 
but  Dynascan  got  in  under  the  wire. 
Alas,  there  hasn't  been  much  to  shel- 
ter until  now.  But  with  Dynascan 
making  money  again,  the  tax  deferrals 
will  let  it  keep  about  $20  million,  due 
the  IRS,  over  the  next  three  years  or 
so.  In  effect,  then,  this  is  an  interest- 
free  loan  from  the  government  to 
Dynascan  that  will  provide  enough 
working  capital  to  support  another 
$50  million  of  sales.  That's  consistent 
with  Kalov's  intention  to  compound 
Dynascan's  sales  at  10%  to  12%  an- 
nually over  the  next  three  years. 

Modest  ambitions?  Yes,  but  Kalov 
makes  no  apologies.  "We're  not  trying 
to  become  a  billion-dollar  company," 
he  says.  "We're  trying  to  become  a 
$200  million  company."  Then,  recall- 
ing the  profitless  prosperity  that  near- 
ly wrecked  Dynascan,  he  adds:  "A 
successful  $200  million  company."  ■ 


Independence  is  a  powerful  asset 


Total  Assets,  $7.9  Billion.  Revenues,  $2.6  Billion.  Shareholders'  Equity,  $2.3  Billion. 


General 


America's  Largest  Reinsurance  Group 
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NECESSARY  BEFO 
ABSOLUTELY  CONVINCED  TO  GET  A  SAAB  9000. 

IN  A  BMW,  A  MERCEDES,  A  VOLVO,  AN  AUDI  AND  A 


A  reasonable  driver,  guided  by  the  dictates  of  common  sen: 
might  very  well  insist  on  test  drives  in  all  the  cars  in  the  Saab  90| 
class  before  actually  buying  a  Saab.  After  all,  it  never  hurts  to 

comparison  shop. 

A  reasonable  driver,  guided  b; 
desire  to  have  a  good  time,  might 
insist  on  the  same  thing.  After  all, 
the  class  of  automobiles  we're  talki 
about  is  one  of  the  world  s  most 
coveted,  the  European  high-perfor- 
mance sedan. 

Mercedes-Benz,  BMW,  Audi 
and  Volvo  all  produce  models  that  are  comparable  to  the  Saab  90 
A  very  short  amount  of  time  in  those  cars  will  prove  to  you  that 
"comparable"  is  a  long  way  from  equal. 


1  In  terms  of  performance,  the  Saab  9000  Turbo  can  accelerate 
|q  zero  to  60  miles  an  hour  in  7.6  seconds,  according  to  Road  & 
:k.  Compared  to  that,  a  lot  of  the  other  cars  in  this  class  look 
itively  flat-footed. 

In  terms  of  comfort,  only  the  Saab  has  enough  room  inside  to 
b  been  designated  a  "large  car"  by  the  U.S.  Environmental 
tection  Agency.  The  others  are  cramped  by  comparison. 
}  And  in  terms  of  utility,  only  the  Saab  has  a  fold  down,  split  rear 
1  that  allows  you  to  expand  the  cargo  area  up  to  56  cubic  feet 
in  you  need  to  carry  something  large. 

So  you  might  feel  that  you  need  five  test  drives  before  you 
3se  the  Saab  9000.  That's  perfectly  reasonable. 

Or  you  might  just  look  at  the  Saab  9000  and  say  to  yourself, 
rant  this  car. "  That's  perfectly  reasonable,  too. 

The  most  intelligent  cars  ever  built  SAAB  (Q) 


The  Up  &  Comers 


Strategy 


The  good  news  is  a  U.S.  entrepreneur  with 
an  advanced  technology  can  still  find 
backers.  The  news  worth  pondering  is 
where  those  backers  are  coming  from. 

Go  East, 
young  man 


By  Marc  Beauchamp 

Iate  last  month  National  Semi- 
_  conductor  announced  it  will 
I  make  some  of  its  newest,  most 
advanced  computer  memory  chips 
not  here  but  in  Japan,  at  a  Japanese- 
owned  factory.  Should  Americans 
worry?  Alex  Au,  the  soft-spoken 
founder  of  San  Jose,  Calif,  's  Vitelic 
Corp.,  producer  of  highly  advanced 
memory  chips,  thinks  they  should. 
"The  U.S.  semiconductor  industry 
has  let  our  manufacturing  ability  get 
weaker  and  weaker,"  frets  Au.  "In  the 
long  run,  to  compete  you  have  to  be 
very  strong  in  manufacturing.  We've 
got  to  beat  the  Japanese." 

Au  made  the  remark  during  a  party 
at  his  home  for  Vitelic  board  members 
and  guests.  A  few  steps  away,  listen- 
ing to  Au's  daughter  Sondra  play  a 
Japanese  folk  song  on  a  baby  grand 
piano,  was  Kazuo  Inamori,  the  bril- 
liant founder  and  chairman  of  Japan's 
$1.6  billion  (sales)  Kyocera  Corp. 

What  was  Inamori  doing  there?  He 
invested  $2  million  in  Vitelic,  and  he 
now  sits  on  Vitelic's  board. 

Akio  Morita,  Sony's  chairman, 
wasn't  in  attendance,  but  Sony,  too, 
put  $2  million,  plus  production  capac- 
ity, behind  Au,  and  the  head  of  Sony's 
semiconductor  group  is  also  on  Au's 
board.  Korea's  Hyundai  is  eager  to  in- 
vest, and  also  produces  Vitelic  chips. 

Au,  41,  is  a  Hong  Kong- born  elec- 
tronics engineer  with  17  years  in  the 
memory  business,  including  4  years 
as  head  of  Fairchild  Semiconductor's 
VLSI  research  and  development  pro- 
gram. He  started  Vitelic  in  1983  to 
build  "smart  memories" — especially 


Vitelic's  Alex  An 


Marriages  of  convenience. 


the  256K  and  1 -megabit  memory 
chips  that  Au  believes  will  be  used  in 
tomorrow's  more  sophisticated  graph- 
ics terminals,  superminicomputers, 
artificial  intelligence  systems  and 
other  new-age  machines  that  will  re- 
quire deep  reservoirs  of  memory.  Au 
and  his  backers  will  probably  take 
Vitelic  public  next  year. 

Ideally,  Au  would  have  built  a  chip 
factory  in  California.  Likely  cost:  $150 
million.  But  the  venture  capitalists 
contained  their  enthusiasm.  Even  Bes- 
semer Venture  Partners'  Neill  Brown- 
stein,  normally  a  shrewd  but  enthusi- 
astic technology  backer,  told  Au  that 
producing  memory  chips  "is  commit- 
ting suicide."  Eventually,  however, 
Brownstein  did  put  up  $2.5  million. 

The  Far  Easterners  were  different. 
The  government  of  Taiwan  offered 
Au  R&D  facilities  to  get  his  first  prod- 
ucts to  market  and  a  $100  million 
loan  to  build  his  plant — in  Taiwan. 

But  the  downturn  in  semiconduc- 
tors convinced  Au  to  put  off  a  costly 
plant.  He  decided  instead  to  tap  ex- 


cess chip  production  capacity  in  Japarl 
and  Korea.  Through  Bessemer'^ 
Brownstein  he  met  Kyocera's  Inaj 
mori,  and  Inamori  introduced  him  tq 
Sony's  Morita. 

Why,  if  the  Japanese  already  domi- 
nate the  memory  chip  market,  would 
Morita  and  Inamori  invest  in  a  U.Sj 
chipmaker?  Because  Sony,  Kyocera^ 
and  other  second-tier  players  aspire  tq 
compete  with  Japanese  chipmaking 
giants  like  Hitachi  and  NEC.  Produc- 
ing a  state-of-the-art  chip  like  Vitel- 
ic's 1 -megabit  memory  could  lift 
them  to  the  big  leagues. 

The  introduction  to  Morita,  who  had 
already  spent  heavily  on  semiconduc- 
tor fabrication  plants,  was  especially 
productive.  Says  Au:  "They  [Sony]  had 
manufacturing  but  no  commodity 
products,  so  they  were  the  perfect  part- 
ner. "  In  return  for  its  production  capac- 
ity, Sony  gets  the  option  to  license  and| 
second-source  Vitelic's  products.  Yetl 
another  Japanese  businessman,  Ta- 
kami  Takahashi,  president  of  Minebeai 
Co.,  Ltd.,  agreed  to  produce  Vitelic's  1- 
megabit  DRAM  chip,  in  exchange  for 
chips  and  a  license  to  market  them.  It  isl 
Takahashi  who  will  make  National 
Semiconductor's  advanced  chips  at  his 
new  chip  plant. 

Finally,  Hyundai  Electronics  Indus- 
tries, part  of  Korea's  $10  billion  (reve- 
nues) Hyundai  Group,  agreed  last  year 
to  make  Vitelic  memory  products  at 
Hyundai's  new  plant  at  Inchon. 

As  a  result  of  all  these  strategic 
alliances,  Au  has  leveraged  $  1 5  million 
of  seed  capital  into  enough  chip  capaci- 
ty to  build,  he  says,  "a  company  of 
about  $500  million  in  sales."  Sales  last 
year  came  to  $6.4  million,  on  which 
Vitelic  turned  a  small  profit.  This  year, 
Au  vows,  sales  will  hit  $20  million, 
profits  $2  million.  An  excellent  start 
for  a  startup. 

Aren't  Au's  actions,  however  logical, 
contributing  to  his  fears  that  the  Asians 
will  walk  away  with  the  semiconduc- 
tor industry?  He  shrugs:  "For  now  and 
forus,  we  have  to  do  the  manufacturing 
in  Asia.  We  can't  afford  to  build  a  fully 
automated  factory  here." 

But  he  agrees  that  if  more  chip  com- 
panies follow  his  and  National  Semi- 
conductor's lead,  then  the  eastward 
flow  of  chip  technology  and  jobs  could 
be  unstoppable.  "To  stay  in  the  chip 
business,"  concludes  Au,  "you  have 
to  be  close  to  manufacturing  to  know 
what  you  can  and  can't  do.  You  can't 
design  in  a  vacuum." 

The  ominous  moral:  If  motivated 
entrepreneurs  like  Au  have  trouble 
funding  their  businesses  here,  plenty 
of  farsighted  Far  Easterners  stand 
ready  to  fill  the  gap  and  reap  the  long- 
term  benefits.  ■ 
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Some  munis 
will  be  stars 
after  tax  reform 

Will  yours? 


3et  the  specifics  from  Merrill  Lynch. 
:all  l-800-637-7455,Ext.3051. 


jx  Tactic  #2:  Buy  the  right  municipal  bonds. 

Right  now  many  municipals  are  paying  as  much  as  U.S. 
'easury  bonds.  That  means  they  are  actually  earning  more 
ecause  the  interest  on  a  tax-free  municipal  is  free  from 
deral  income  tax,  and  may  be  free  from  state  and  local 
iicome  taxes. 

In  addition,  due  to  the  changes  in  the  tax  law,  the 
I  jmber  of  tax-free  municipals  issued  is  likely  to  fall,  and 
ne  price  of  those  remaining  tax-free  is  likely  to  rise. 

This  is  the  time  to  buy  — and  certain  munis  can  do  more 
>r  you  than  others. 

A  Merrill  Lynch  Financial  Consultant  can  help  you  and 
xir  tax  advisor  identify  the  municipal  bonds  or  bond 
inds  that  are  tax-free  and  specifically  suited  to  your  needs. 

And  we'll  be  holding  seminars  on  tax  reform  in  your 
rea.  Just  call  your  local  Merrill  Lynch  office  to  find  out 
here  and  when. 

We've  also  prepared  two  guides  — one  for  individual 
ivestors  and  one  for  small. business  owners  — outlining  the 
npact  tax  reform  will  have  on  IRAs,  credit,  your  portfolio 
nd  insurance.  For  a  copy  of  either,  call  the  toll-free  number 
oove,  Monday  through  Friday,  8:30  am  to  12  midnight  EST. 
i  Alaska  or  Hawaii,  call  the  Merrill  Lynch  office  nearest 
du.  Or  send  in  the  coupon. 


I  Mail  to:  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Inc.  Service  Center, 
RO.  Box  2021,  Jersey  City,  NJ  07303 

Please  send  me  a  free  copy  of: 

□  Crucial  Questions  About  Tax  Reform  and  Your  Personal  Finances 

□  Financial  Strategies  for  Businesses. 

Name  


Address . 
City  


State 


.Zip . 


Business  Phone . 


.Home  Phone . 


Merrill  Lynch  clients,  please  give  name  and  office  address  of  your 
Financial  Consultant:  


L 


3051  J 

|  1986  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Inc.  Member  SIPC 


Merrill  Lynch 


For  the  past  10  years,  Norden  Systems,  Inc.,  a  subsidiary  of  United  Technol- 
ogies, has  teamed  up  with  Digital  to  become  a  leading  supplier  of  U.S.  military 
computers.  "Key  to  our  success  is  Digital's  adherence  to  standards,"  says  Norden 
Vice-President  and  General  Manager,  H.  Colin  Sanders.  "The  assurance  that  new 
hardware  and  software  will  work  with  what's  already  been  developed  is  impor- 
tant to  any  market,  but  especially  the  military.  Digital's  consistent  computing 
environment  makes  system  growth  evolutionary,  not  revolutionary' ' 

Mr.  Sanders  credits  Norden's  competitive  edge  to  Digital's  commitment  to 

'A  style  of  computing 
that  helps  Norden  meet 
the  standards  of  this 
country's  #1  customer 
year  after  year." 

his  market.  "Digital's  R&D  never  stops  looking  ahead.  Plus,  there's  a  wealth  of 
existing  Digital  and  3rd  party  software  for  every  military  environment.  That 
speeds  up  our  product  development  so  we  can  react  more  quickly."  In  Mr. 
Sanders'  view,  the  significance  of  Norden's  partnership  with  Digital  keeps 
growing.  "As  the  need  for  military  standardization  becomes  more  apparent, 
the  value  of  what  we  offer  is  easier  and  easier  to  see." 

To  get  your  competitive  advantage  now,  write:  Digital 
Equipment  Corporation,  200  Baker  Avenue,  West  Concord, 
Massachusetts  01742.  Or  call  your  local  sales  office. 


mmm 
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Sam  Wyly  takes  little  companies  apart  and 
rearranges  them  like  Tinkertoys.  Wyly  usu- 
ally comes  out  ahead.  The  companies  and 
their  shareholders  ofttimes  arent  so  lucky. 


The  opportunist 


By  Toni  Mack 


Sam  Wyly  is  one  of  those  go-go 
businessmen  who  at  times 
seem  to  know  what  they're  do- 
ing and  at  other  times  seem  not  to 
know  at  all.  But  since  he's  managed  to 
assemble  a  family  fortune  whose  pub- 
lic holdings  total  $70  million,  on  bal- 
ance you'd  have  to  say  his  smarts  out- 
weigh his  stupids.  The  trick  for  out- 
side investors  is  to  tell  the  difference. 

Wyly's  first  venture,  for  example, 
was  Uccel  Corp.,  which  he  founded  in 
1963,  nearly  bankrupted  a  decade  lat- 
er and  was  forced  out  of  in  1979.  His 
latest  is  Frost  Brothers,  a  ritzy  Texas 
retailer  he  bought  in  August  and  plans 
to  take  public  as  the  Wyly  Collection 
early  next  year. 

Wyly  paid  $38  million,  a  bit  dear 
compared  with  other  retail  takeovers, 
for  the  13-store  chain.  In  plush  sur- 
roundings befitting  a  69-year-old  dow- 
ager of  the  Texas  carriage  trade,  Frost 
Brothers  purveys  items  like  $10,000 
Bob  Mackie  evening  gowns  and 
$4,600  Gucci  crocodile  handbags. 
Lately  its  fortunes  have  collapsed 
with  those  of  oilmen  and  Mexican 
millionaires.  Last  year  it  earned  $1.4 
million  pretax,  down  75%  from  its 
1981  peak,  on  $105  million  in  sales. 

"Contrary  to  what  some  of  my 
friends  in  Manhattan  believe,  I  don't 
think  Texas  will  fall  off  the  face  of  the 
earth,"  says  Wyly,  52,  in  his  Louisi- 
ana-bred drawl.  "The  price  [for  Frost 
Brothers)  reflects  the  current  price  of 
oil.  I  feel  perfectly  comfortable  with 
the  risk/reward  ratio." 

He  has  said  that  before.  Wyly  spun 
Peoples  Restaurants  out  of  the  family- 
controlled  USACafes  at  $2  a  share  in 
1981.  Peoples  thrived  for  a  couple  of 
years,  then  plunged  into  bankruptcy 
last  year.  Some  folks  got  hurt,  but  not 
our  hero.  Wyly  wanted  money  to  put 


into  high-tech  pursuits  and  had 
cashed  out  of  Peoples  at  around  $5.5( 
in  1982,  for  a  nice  profit  of  $3  million 
And  last  month  he  paid  $2.5  millioi; 
to  buy  it  out  of  Chapter  1 1  and  fold  its 
$50  million  tax-loss  carryforwards 
into  the  Wyly  Collection. 

His  20% -owned  Sterling  Software 
on  the  other  hand,  whose  fate  was 
uncertain  when  he  took  it  public  it 
1983,  has  grown  more  than  tenfolc 
and  now  trades  at  21  times  earnings 
Saul  Steinberg  likes  it.  He  owns  5.5% 

Wyly,  though  he  has  no  experience 
in  managing  a  high-ticket  retailer, 
wants  to  do  with  the  Wyly  Collection 
what  he  did  with  Sterling:  accumu- 
late a  group  of  small  companies  undei 
an  umbrella  management  to  cut  over- 
head. So  far,  the  Wyly  Collection  con- 


Hh.  .1.  is  By  shi-IK  Kjl 


Sam  Wyly,  Dallas  entrepreneur 

If  you  ride  with  Wyly,  you'd  better  know  when  to  get  off. 


sists  of  Frost  Brothers  and  two  Torie 
Steele  designer  boutiques,  named  for 
Wyly's  30-year-old  second  wife,  who 
runs  them. 

"We'll  follow  Dillard's  model  in  the 
larger  stores,"  says  Wyly,  referring  to 
the  successful,  tightly  managed,  fam- 
ily-owned retailer  to  the  middle  class. 
"They  buy  stores  in  the  right  loca- 
tions that  are  performing  poorly  and 
make  them  quickly  into  a  Dillard's. 
I'm  looking  for  stores  that  will  add  to 
revenues  without  adding  anything  to 
management." 

Long  before  "restructuring"  be- 
came a  buzzword,  Wyly  was  a  master 
at  it.  At  Frost  Brothers,  he  immediate- 
ly fired  the  old  management  and  put 
in  his  own,  headed  by  ten-year  Nei- 
man-Marcus  veteran  Joel  Rath.  Wyly 


Joel  Rath,  president  of  Frost  Brothers 
An  Earth  Resources?  Or  a  Peoples? 


and  Rath  are  developing  plans  to 
shrink  the  six  layers  of  bureaucracy 
and  give  store  managers  an  incentive 
slice  of  operating  profit.  Two  money- 
losers  in  Corpus  Christi  and  Laredo 
are  being  closed,  and  Wyly  expects  to 
net  about  $10  million  in  growth  capi- 
tal from  the  sale/leaseback  of  a  San 
Antonio  store. 

He's  also  using  his  computer  exper- 
tise to  cut  Frost  Brothers'  $2  million 
annual  data  processing  costs.  "It's 
outrageous,"  he  says,  running  a  freck- 
led hand  through  his  reddish-brown 
hair.  "This  company  is  loaded  up  with 
enough  electronic  equipment  for  a  $1 
billion  chain.  We  can  produce  better, 
more  timely  information" — customer 
buying  habits,  sales  trends  and  the 
like— "for  $500,000  a  year." 

Will  all  this  beget  a  turnaround? 
Wyly  and  his  brother  Charles  have 
been  fiddling  with  USACafes'  Bonan- 
za restaurant  chain  for  almost  20 
years,  to  little  avail.  But  Wyly  swears 


he  will  not  take  the  Wyly  Collection 
public  until  it  has  achieved  "double- 
digit  growth  in  revenues  and  pretax 
profits." 

Outwardly,  Sam  Wyly  would  not 
seem  to  need  quick  bucks  from  his 
foray  into  retailing.  The  son  of  a 
small-town  newspaper  publisher,  he 
has  homes  in  Dallas  and  Malibu  and 
has  sent  his  own  son,  Evan,  to  Prince- 
ton and  Harvard  Business  School.  A 
Wyly-sponsored  book  on  the  family 
saga  (an  ancestor  died  at  the  Alamo 
and  another  was  the  Confederacy's 
Secretary  of  War)  is  in  the  works. 

The  man's  tenacity  is  also  legend- 
ary. On  display  in  his  luxurious  Dal- 
las office  is  a  bronze  bulldog,  mascot 
of  alma  mater  Louisiana  Tech  Univer- 
sity, that  might  well  be  an  emblem  of 
the  man  himself.  Charles  Wyly  tells  a 
tale  of  his  brother  as  a  resolute  teen- 
ager going  in  two  years  "from  soft  and 


roly-poly  to  a  boiled-down,  muscular 
starting  guard  on  the  state  champion 
football  team." 

Sometimes  investors  do  well  from 
this  pugnaciousness.  In  1980,  the 
peak  of  oil  stock  mania,  Wyly  forced  a 
lucrative  bidding  war  for  Earth  Re- 
sources Co.,  an  oil  and  mining  compa- 
ny that  he  and  Charles  had  helped 
found.  Investors  doubled  their  money 
in  five  months'  time. 

But  sometimes  his  investors  do  not 
do  so  well.  In  the  1970s  he  spent  $100 
million  of  Uccel  shareholders'  mon- 
ey— and,  in  this  decade,  $10  million  of 
his  family's — pursuing  an  illusory 
dream  of  competing  with  AT&T  in 
long-distance  data  transmission. 

Will  the  Wyly  Collection  be  a  new 
Earth  Resources?  Or  a  Peoples  Res- 
taurants? We  can't  say.  But  if  you're 
going  to  ride  with  Sam  Wyly,  you'd 
better  know  when  to  get  off.  ■ 


With  the  commercial  construction  industry 
in  a  deep  slump,  how  does  Turner  Corp. 
plan  to  keep  on  making  money? 

Hunker  down  and 
hope  for  the  best 


By  Jack  Willoughby 

T|  HE  CONSTRUCTION  BUSINESS  has 
never  been  an  easy  place  to 
make  money  consistently. 
That's  why  the  U.S.'  largest  general 
contractor,  New  York  City-based 
Turner  Corp.,  with  a  40-year  record  of 
unbroken  profit  and  a  reputation  for 
sound  management,  has  always  stood 
apart.  Until  now. 

Lately,  Turner  Corp.'s  crown  has 
begun  to  slip  as  profits  have  turned 
down  in  what  tradesmen  see  as  the 
worst  construction  shakeout  in  the 
last  12  years.  The  deepening  crisis  has 
many  competitors— as  well  as  the 
firm's  2,466  shareholders — wonder- 
ing how  Turner  plans  to  maintain  its 
five-year  earnings  growth  average  of 
11%  in  a  shrinking  market. 

Competition  has  intensified  in  ev- 
ery corner  of  the  construction  indus- 
try. Those  overseas  megaprojects  of 
the  1970s,  which  fueled  the  growth  of 


giant  construction  firms  like  Bechtel 
and  Parsons  Corp.  are  long  gone.  Nu- 
clear construction  has  come  to  a 
standstill,  squeezing  earnings  of  once 
high-flying  firms  like  Combustion 
Engineering.  And  commercial  con- 
struction, where  Turner  Corp.  draws 
45%  of  its  business,  has  crashed  be- 
cause of  overbuilding  and  the  elimi- 
nation of  those  special  building  tax 
incentives  that  had  created  the  boom. 

The  result?  Giant  overseas  contrac- 
tors are  going  after  domestic  U.S. 
deals  with  a  vengeance.  Companies 
like  Bechtel  Group  are  now  as  likely 
as  anyone  else  to  bid  on  a  small  re- 
gional office  building.  Even  Japanese 
construction  firms  are  moving  into 
the  U.S.  to  bid  on  projects.  Where 
does  that  leave  Turner?  Running 
harder  to  land  contracts  with  smaller 
margins — projects  like  schools,  nospi- 
tals  and  prisons  that  it  once  had  large- 
ly to  itself. 

Now  the  pressure  has  begun  to 


A  lot  of  people  think  the  Falcon  50 
is  beyond  compare.  If  it  weren't  for  the  Falcon  200 

they  might  be  right. 


^he  Falcon 200 comes  surprisingly  close  to  the  legendary 
Falcon  50  in  every  meaningful  category  but  price 


ie  Falcon  50  is  regard- 
in  many  circles  as  the 
lgle  most  desirable 
^siness  jet  of  this  day. 
lis  comfortable  to  travel 
predictable  to  pilot 
d  easy  to  maintain.  It 
ast,  safe,  efficient,  re- 
ble,  long-ranging  and 
matile.  And  when  you 
>iild  a  business  jet  this 
ccessful,  there's  bound 
be  some  competition. 

resenting  the  competition 

e  extraordinary,  World  Class, 

continental  Falcon  200  closely 
als  the  Falcon  50  in  comfort, 
ed  and  versatility.  And  anyone 
o  doesn't  require  the  Falcon 
's  trijet  configuration  and  4200 
itute  miles  of  range  can  take  com- 
rt  in  the  fact  that  the  Falcon  200 
>sts  about  $4,000,000  less. 
Choosing  between  the  Falcon 
)  and  the  Falcon  200  is  not  a 
lestion  of  quality  but  of  need, 
ie  Falcon  50  owner  will  be  reas- 
red  to  know  that  he  is  buying  an 
•plane  singularly  well  equipped 
operate  in  the  international 
here.  The  Falcon  200  owner  will 
:  reassured  to  know  that  he  is 
ying  substantially  less  for  an 
ilrplane  designed  to  perform  out- 
andingly  in  the  domestic  arena, 
id  both  owners  will  be  reassured 
know  that  they  are  buying 
mething  far  more  substantial 
an  any  traditional  "midsize" 
jsiness  jet  (see  chart  above). 

World  Class  comfort 

ie  Falcon  200  departs  most  dra- 
matically from  the  midsize  business 
in  its  cabin,  which  is  actually 
)t  midsize  at  all.  On  the  contrary, 
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(Cubic  Feet) 


CITATION  III 


438 


604 


Transcontinental  Cruising  Speed 


UNABLE 


UNABLE 


Balanced  Field  Length 
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3991  ft 
3850  ft 


FALCON  200 


700 


700 


480  mph 


528  mph 


3300  ft 


2950  ft 


it  is  700  cubic  feet  of  usable,  intelli- 
gently designed  space  with  bona 
fide  room  for  nine.  This  World 
Class  cabin  is  ideally  suited  for 
domestic  or  international  travel. 

Airliner-style  high-lift  devices, 
coupled  with  its  quiet,  efficient  and 
powerful  Garrett  ATF3-6  engines, 
make  the  Falcon  200  a  masterful 
short-field  performer.  It  is  equally 
adept  at  short  hops  as  at  cross- 
country marathons.  (With  a  range 
of  3000  statute  miles,  the  Falcon 
200  can  whisk  eight  executives 
nonstop  from  New  York  to  L.A., 
against  headwinds.) 

Flight  controls  and  the  very  feel 
of  the  Falcon  200,  as  in  all  Falcons, 
are  superb.  Business  and  Commer- 
cial Aviation  reports:  "The  pilot 


1  Comparable  version  with  external  baggage  compartment 

2  Based  on  85%  probability  winds,  eastbound  and  westbound, 
with  8  passengers  and  VFH  reserves. 

who  has  flown  the  Falcon  50  will 
feel  at  home  in  the  Falcon  200."  He 
will  feel  at  home,  too,  with  the 
Falcon  200's  Electronic  Flight 
Instrument  System. 

The  choice  of  the  Fortune  500 

With  the  Falcon  100,  200  and  50— 
and  now  the  new  large-cabin 
Falcon  900 — Falcon  Jet  offers  the 
widest  choice  in  the  business  jet 
world.  But  fortunately,  our  cus- 
tomers are  used  to  making  deci- 
sions; at  last  count,  the  Fortune 
500  industrials  were  flying  more 
Falcons  than  any  other  business  jet. 

For  more  information,  call  Roy 
Bergstrom  at  (201)  393-8056,  or 
send  us  the  coupon  below. 
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'conJet 

Teterboro.  New  Jersey  07608 


□  Please  send  more  information  about  the 
Falcon  200. 

□  I'd  like  to  arrange  a  sales  presentation. 
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show  on  Turner's  financial  state- 
ments. Profits  for  the  past  six  months 
have  declined  40%,  to  $3.8  million, 
compared  with  the  same  six-month 
period  a  year  earlier.  The  reason?  Few- 
er numbers  of  completions  on  large 
jobs,  and  thinner  margins.  There  are 
also  leasing  problems  in  the  com- 
pany's real  estate  development  divi- 
sion. Meanwhile,  the  cost  of  main- 
taining Turner's  nationwide  sales  and 
service  force,  with  3,000  employees 
distributed  among  42  offices,  has  be- 
come a  drain  in  its  own  right,  helping 
to  lift  general  and  administrative  ex- 
penses 16.6%  over  1985  levels. 

Turner's  stock  price  has  drifted 
downward  to  new  yearly  lows  of 
around  $21  in  sympathy  with  the 
squeeze.  Return  on  equity  has 
dropped  to  a  pitiful  5.6%  in  the  first 
six  months  of  this  year,  down  from 
the  company's  five-year  average  of 
23%  return  to  shareholders. 

Only  some  fancy  accounting  saved 
the  1985  financial  results  from  look- 
ing even  worse.  The  adoption  of  a  new 
accounting  rule  dropped  $5  million 
from  pension  expense  into  pretax  in- 
come, magically  transforming  a  33% 
decline  from  1984  into  a  10%  drop. 
Thus,  return  on  equity  that  would 
have  totaled  13%  for  1985  became  a 


more  respectable  18%.  "They  just 
have  not  admitted,  even  to  them- 
selves, how  severe  the  problems  are  in 
the  construction  business,"  says  one 
New  York  construction  analyst,  who 
asked  not  to  be  named. 

Most  of  the  trouble  is  coming  from 
real  estate  development  efforts  that 
Wall  Street  analysts  are  "bad-mouth- 
ing," complains  Turner's  chairman, 
Herbert  Conant.  An  ill-timed  attempt 
to  diversify  into  building  and  selling 
small  suburban  office  centers  is  at  the 
heart  of  the  problem.  The  company  is 
burdened  with  2.1  million  square  feet 
in  commercial  construction  to  sell  in 
the  saturated  market  through  a  sub- 
sidiary, Turner  Development  Corp. 

With  a  book  value  of  $16.91  per 
share  (or  nearly  75%  of  the  stock's 
current  market  price),  Turner  may  in 
fact  be  vulnerable  to  an  unfriendly 
takeover  by  some  foreign  firm  looking 
for  a  cheap  foothold  in  the  U.S.  con- 
struction business.  The  Turner  fam- 
ily, which  once  owned  the  company 
outright  when  it  was  pioneering  the 
use  of  concrete  back  in  the  early 
1900s,  now  holds  less  than  8%  of  the 
shares.  Current  management  holds 
just  under  14%,  and  a  Boston  invest- 
ment firm  holds  another  6%. 

A  sure  sign  of  concern  came  earlier 


this  year  when  Turner's  board  passed 
special  takeover  premium  bylaws  to 
prevent  a  two-step  takeover.  Conant 
now  says  he  spends  part  of  each  day 
anxiously  conferring  with  the  com- 
pany's specialists  at  Drexel  Burnham 
Lambert,  analyzing  trading  printouts 
showing  the  volume  and  the  price  of 
Turner's  thinly  traded  stock  on  the 
American  Stock  Exchange.  Why?  Be- 
cause several  estates  are  slowly  sell- 
ing their  stock  onto  the  market.  Co- 
nant winces  at  the  possibility  of  an- 
other greenmail  attempt.  Jacobs 
Engineering  took  a  position  in  Turner 
five  years  ago  "for  investment  pur- 
poses." Turner  wound  up  buying  back 
the  shares. 

Conant  is  relying  on  the  magnitude 
of  the  fragmented  construction  mar- 
ket to  keep  Turner's  growth  record 
intact  in  spite  of  the  slump.  But  to  get 
new  business  he  has  to  maintain  a 
large  staff.  Says  he:  "There  are  $170 
billion  worth  of  buildings  built  every 
year  in  our  market.  We're  the  largest, 
and  we  have  only  2%.  That's  not  a  lot 
in  the  big  picture."  Maybe  not.  But 
Turner  better  get  a  big  chunk  onto  the 
firm's  balance  sheet  soon,  or  Ameri- 
ca's largest  general  contractor  may  be- 
come the  biggest  victim  yet  in  the 
construction  industry  bloodbath.  ■ 


The  Scholars,  Maam  Valley,  Connemara,  Co  Galway 

Knowledge  is  power. 


The  Irish  never  underestimate  the  importance  of  learning. 

We  spend  a  higher  proportion  of  GDP  on  education  than 
3ritain,  France  or  Germany.  More  than  a  quarter  of  the 
oopulation  is  in  full-time  education. 

Today,  Ireland's  share  of  US  manufacturing  investment  in 
:he  EEC  is  nine  times  greater  than  it  was  a  decade  ago. 

7M'sthe  Power  of  Knowledge. 

reland.  Home  of  the  Irish.  The  young  Europeans. 

IDA  Ireland  A 

INDUSTRIAL  DEVELOPMENT  AUTHORITY 


'  IDA  Ireland  has  offices  in  New  York  (212)  972  1000;  Chicaso  (312)  644  7474,  Cleveland  (216)  248  3350, 
Los  Angeles  (213)  829  0081,  Menlo  Park,  Calif.  (415)  854  1800;  Houston  (713)  965  0292, 
Boston  (617)  367  8225,  Atlanta  (404)  351  8474 

This  announcement  is  published  by  IDA  Ireland.  S  Grand  Central  Towers,  East  45th  Street,  New  yotk  10017,  which  is  resistered  under  the  Foreisn  Agents 
Registration  Acts,  as  amended,  as  an  agent  of  the  Government  of  Ireland  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration 
statement  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 
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An  IBM  Color  Display. 

There  are  applications  where  it 
can  really  boost  an  operators  speed. 

That's  what  The  Travelers 
Companies  found  out. 

The  Travelers,  headquartered 
in  Hartford,  is  one  of  Americas 
largest  financial  services 
corporations. 

In  a  real-world  situation,  The 


Travelers  took  the  information- 
intense  task  of  insurance  claims 
processing  and  ran  their  own  test. 
They  matched  IBM  monochrome 
displays  against  IBM  3179  Color 
Displays.  No  software  changes  had 
to  be  made. 

Color  won  hands  down. 

The  individual  operators  in  the 
test  were  amazed  to  see  how  data 
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popped  out  and  how  mistakes  were 
easier  to  catch.  The  operators  also 
became  very  possessive  of  their  new 
machines. 

The  result — IBM  color  displays 
are  now  being  installed  throughout 
their  Employee  Benefits  Claims 
Division. 

Whether  you  have  a  small 
departmental  system  or  a  large 


computer,  there's  a  range  of  IBM  color 
displays  and  color  graphic  displays 
that  could  help  enhance  productivity 
in  your  company. 

For  your  free  demonstration 
diskette,  "Why  Color,"  call  1 800  IBM- 
2468,  Ext.  BT/7.  Or  contact  your 
IBM  marketing        — —  —  ® 

Call  today.  "ZZZ  7  ZZ 


Are  chartered  financial  analysts  better 
stock  pickers  than  the  unanointed?  Well, 
lets  look  at  it  this  way:  They  get  better 
starting  salaries. 

Chartered  fact 
assemblers? 


By  Peter  Br  i  me  low 


Y1  ou  went  down  to  Charlottes- 
ville  to  see  the  ICFA?"  asks  the 
young  female  portfolio  manag- 
er, a  recent  survivor  of  the  chartered 
financial  analysts  Level  One  exami- 
nation. "Do  they  have  beds  of  nails 
and  those  things  you  stretch  people 
out  on?" 

Not  torture  racks  exactly,  but 
their  intellectual  equivalent.  The 
Virginia-based  Institute  of  Char- 
tered Financial  Analysts  requires 
candidates  for  its  CFA  designation 
to  endure  three  separate  daylong 
examinations,  spaced  at  least  a 
year  apart  and  each  entailing  up  to 
an  estimated  150  hours  of  study 
that  must  be  added  on  top  of  de- 
manding full-time  jobs  (every  CFA 
must  have  at  least  three  years' 
practical  experience).  Fewer  than 
30%  will  get  through  on  the  first 
attempt. 

Still,  at  a  time  when  financial 
careers  are  a  hot  item,  the  ICFA 
has  no  trouble  attracting  victims. 
A  record  2,366  attempted  its  Level 
One  exam,  the  first  hurdle,  in 
1986,  confirming  a  dramatic  up- 
swing that  began  in  the  late  1970s. 
For  comparison,  a  total  of  only 
9,645  charters  have  been  granted 
since  the  program  began  in  1963. 

Partly,  the  CFA  surge  is  a  bull 
market  symptom,  and  partly  it  re- 
flects the  CFA's  increasing  clout. 
"Peer  group  pressure"  is  the  first  ex- 
planation ICFA  officials  give  for  their 
popularity.  Some  peers  are  more  equal 
than  others:  Mark  Mallon,  director  of 
research  at  Pittsburgh's  Federated  Re- 
search, says  getting  a  CFA  isn't  man- 
datory at  his  firm,  but  "de  facto,  it 
comes  as  close  as  it  can  to  being  an 
official  company  edict." 
But  nobody  seems  to  be  asking  the 


important  question:  Does  possession 
of  a  CFA  make  one  a  better  analyst  or 
investor?  There's  no  evidence  that 
anything  in  the  CFA  course  (or  any- 
where else  for  that  matter)  helps  ana- 
lysts to  make  better  stock  picks.  And 
there's  considerable  evidence  that 
qualifications  like  the  CFA  too  easily 
assist  guilds  of  practitioners  to  cartel- 


ize  their  professions  by  raising  barri- 
ers to  entry — a  process  sociologists 
call  "credentialism." 

The  subjects  covered  are  undeni- 
ably worthy:  economics,  accounting, 
fixed  income  and  equity  securities 
analysis,  portfolio  management, 
quantitative  techniques — and  "ethi- 
cal and  professional  standards"  (the 
ICFA's  Standards  of  Practice  Handbook 


now  extends  to  122  pages). 

The  CFA  course  emphasizes  practi- 
cal techniques  used  in  the  field,  com- 
plementing, rather  than  directly  chal- 
lenging, the  more  abstract  approach  of 
the  business  schools.  But  one  invest- 
ment technique  that  is  widely  em- 
ployed in  practice  rarely  appears  in 
the  CFA  exam,  although  it's  included 
in  the  assigned  readings.  The  frequent 
omission  is  technical  analysis,  the 
prediction  of  security  price  move- 
ments solely  on  the  basis  of  their  past 
activity.  ICFA  officials  say  this  is  be- 
cause technical  analysis  has  "no  theo- 
retical justification."  Translation:  It 
throws  business  school  academics 
into  screaming  fits. 

Technical  analysis  directly  contra- 
venes the  central  tenet  of  even  the 
mildest,  or  "narrow,"  form  of  the  Effi- 
cient Market  Hypothesis,  which  spe- 
cifically denies  that  information 
about  price  movements  has  predictive 
power.  But  most  academics  support  a 
broader  form  of  EMH  that  maintains 
that  all  public  information  about  a 
stock  is  already  reflected  in  its  price. 
This  would  mean  that  further  finan- 
cial analysis,  chartered  or  otherwise, 
can't  successfully  anticipate  a 
stock's  subsequent  direction.  In 
its  most  extreme  form,  the  EMH 
would  have  to  mean  that  the  CFA 
is  useless. 

Alfred  C.  (Pete)  Morley,  59,  the 
tough,  Trumanesque  president  of 
the  ICFA,  permits  himself  a  slight 
smile  when  asked  about  the  para- 
dox of  professional  training  that  has 
no  obvious  relation  to  results.  "Se- 
curities analysis  is  not  a  science," 
he  says  carefully.  "In  the  final  anal- 
ysis, it's  an  art.  The  greatest  charac- 
teristic of  the  successful  analyst  is 
imagination.  But  imagination  can 
only  be  employed  after  all  the  facts 
have  been  gathered." 

More  to  the  point,  Morley  offers 
another,  pragmatic  defense  of  the 
CFA  (chartered  fact  assembler?): 
"CFAs  are  compensated  at  a  high- 
er level  than  non-CFAs." 

Morley  says  he  isn't  seeking  leg- 
islation to  bar  the  business  to  all 
except  CFAs — traditionally  the  ul- 
timate objective  of  professional 
groups.  And  he  did  oppose  a  simi- 
lar move  by  the  New  York  Society 
of  Security  Analysts  in  the  1970s, 
when  he  was  research  director  of  in- 
stitutional broker  H.C.  Wainwright. 

But  Morley  also  was  recently  ap- 
pointed chief  executive  officer  of  the 
Financial  Analysts  Federation,  the 
linked  professional  association  that, 
unlike  the  ICFA,  is  legally  able  to 
lobby.  He's  strategically  placed  if  he 
changes  his  mind.  ■ 
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most  memorable  year  in  modern 
surance  company  history  is  undoubt- 
dly  1906.  1986  may  not  be  as  calami- 
ne for  the  industry  as  the  year  in  which 
ie  famous  San  Francisco  earthquake 
scurred,  but  it's  come  uncomfortably 
ose.  Property/casualty  insurers 
wallowed  more  than  $5  billion  in 
>sses.  To  make  matters  worse, 
ley've  received  nothing  but  bad  press 
s  businesses  and  municipalities 
~ross  the  country  were  unable  to  find 
r  afford  the  liability  coverage  they 
anted.  And  the  life  companies,  as  pro- 
ders  of  employee  benefits  and  indi- 
dual  retirement  products,  were  rocked 
y  the  sweeping  changes  in  the  tax 
Dde  that  promise  to  reverberate 
irough  the  next  several  decades. 


Insurance 

and 
Employee 
Benefits 

By  Mary  Rowland 


It's  tough  to  imagine  a  place  isolated 
enough  to  have  escaped  the  liability  in- 
surance crisis  this  year-the  worst  in 
the  property/casualty  industry's  history. 
Consider  these  examples: 

•  Shiloh,  a  village  in  Ohio  (pop.  840), 
lost  its  mayor  because  it  lost  its  liability 
coverage. 

•  About  2,600  New  Yorkers  were 
stranded  on  Roosevelt  Island  with  no 
convenient  way  to  get  to  their  jobs  in 
midtown  Manhattan  after  the  tramway 
that  carries  them  over  the  East  River 
lost  its  liability  coverage. 

•  DeltaUS  Corp.,  an  oil  and  gas  drill- 
ing company  in  Tyler,  Texas,  was 
among  many  companies  which  lost 
most  of  its  directors  when  it  couldn't 
replace  its  directors'  and  officers'  li- 


ability  coverage. 

•  Scott  County,  Mo.  sheriff  William 
Ferrell  closed  the  county  jail  in  Benton 
when  the  liability  policy  was  can- 
celed, sending  its  43  prisoners  off  to 
prisons  in  other  parts  of  the  state. 


A  CYCLICAL  INDUSTRY 

Throughout  the  country,  individuals 
and  businesses  had  to  change  daily 
habits  because  they  couldn't  get  in- 
surance coverage.  They  demanded  to 
know  why.  The  answer  lies  in  the  na- 
ture of  the  insurance  industry.  The  in- 
dustry has  long  been  cyclical,  moving 
from  periods  of  cheap,  abundant  cover- 
age to  hard  markets  where  insurance 
is  scarce  and  dear.  And  the  swings 
have  been  getting  wider  and  wider 
over  the  years.  The  last  soft  market,  the 
industry's  longest  (from  1978  to  1984) 
and  weakest,  saw  premiums  go  down 
50  percent  and  more.  "They  were  giv- 
ing the  stuff  away,"  one  broker  says. 
In  fact,  the  insurance  industry  has 
not  made  a  profit  on  underwriting,  its 
basic  business,  since  1978.  Insurers 
couid  afford  to  offer  low  rates  for  a  while 
because  double-digit  interest  rates 
helped  make  them  flush  with  investment 


Throughout  the  country, 
individuals  and  businesses 
had  to  change  daily  habits 
because  they  couldn't  get 
coverage. 


income.  But  by  1984,  investment  in- 
come no  longer  filled  the  void.  That  year, 
underwriting  losses  of  $21  billion  re- 
sulted in  pretax  operating  losses  of  $3.5 
billion.  Results  for  1985  were  worse 
still.  Underwriting  losses  of  $24.7  billion 
resulted  in  pretax  operating  losses  of 
$5.4  billion.  As  carriers  pulled  back,  the 
soft  market  came  to  an  abrupt  end, 
and  insurance  rapidly  became  very  ex- 
pensive and  very  tough  to  find. 

All  businesses  had  to  pay  a  lot  more 
for  a  lot  less  coverage,  while  many 
couldn't  find  certain  types  of  cover- 
age-most notably  directors'  and  offi- 
cers' liability-at  all.  Consequently, 
companies  in  some  industries,  like  en- 
ergy, lost  their  officers  and  directors. 
Banks  turned  to  captive  insurers.  One 
company  even  looked  for  indigent  di- 
rectors who  wouldn't  have  anything  to 
lose  in  a  liability  suit. 

Businesses  that  lost  their  insurance 
grew  desperate.  And  all  businesses  de- 


manded solutions.  The  crisis  focused 
Congress,  state  legislatures,  carriers, 
risk  managers,  brokers  and  regula- 
tors on  the  problem  of  insurance'cover- 
age.  As  Dan  McCoy,  risk  manager  of 
M.A.  Hanna  Co.,  says,  "It's  been  on  the 
front  page  of  every  newspaper  and  on 
the  front  cover  of  Time  magazine.  It's 
gotten  everybody's  attention,  from  the 
boardroom  all  the  way  down  to  the  grass 
roots." 


TORT  REFORM 

All  this  attention  threw  the  spotlight  on 
an  issue  that  insurers  had  been  upset 
about  for  some  time:  the  lawsuit  crisis. 
The  courts  were  awarding  larger  and 
larger  damage  awards  to  claimants. 
And  they  were  greatly  expanding  the 
definition  of  "intentional  injury." 

In  addition,  the  "joint  and  several  lia- 
bility" doctrine  was  being  used  to  allow 
the  plaintiff  to  collect  the  award  from 
the  defendant  with  the  deepest  pocket. 
This  rule  permits  plaintiffs  to  collect 
the  entire  jury  award  from  a  defendant 
who  may  be  10  percent  at  fault  if  the 
defendant  who  is  judged  most  at  fault  is 
unable  to  pay.  Many  municipalities 
are  affected  because  of  their  duty  to 
maintain  roads  and  other  services. 
For  example,  if  the  driver  at  fault  in  an 
auto  accident  could  not  pay  the  dam- 
ages, the  plaintiff  could  collect  from  the 
municipality  for  negligence  in  main- 
taining the  roads. 

Not  only  were  jury  awards  huge,  they 
were  unpredictable,  which  made  un- 
derwriting impossible,  insurers  said. 
They  argued  that  if  society  wanted  a 
victim  to  become  wealthy  as  a  result  of 
an  accident,  society  should  figure  out  a 
way  to  pay  for  it.  Insurers  should  not 
be  forced  to  foot  the  bill. 

Insurers  wanted  what  they  felt  were 
some  sensible  limits  on  damages  so 
they  could  underwrite  risks  with  some 
predictability.  They  wanted  "tort  re- 
form." (Webster's  New  World  Dictio- 
nary describes  a  tort  as  "a  wrongful  act, 
injury,  or  damage  for  which  a  civil  ac- 
tion can  be  brought.")  But  insurers  butt- 
ed up  against  a  formidable  force  in 
their  quest  for  tort  reform.  Their  foes 
were  the  trial  lawyers  who  argued 
that  putting  caps  on  damages  would 
rob  victims  of  an  opportunity  for  fair 
compensation. 

Insurers  and  lawyers  might  have 
fought  to  a  standstill,  were  it  not  for  a 
public  which  demanded  a  solution  to 
the  liability  crisis.  Because  of  the  outcry, 
state  legislatures  moved  rapidly  to  get 
new  laws  on  the  books.  Their  efforts  to 
make  insurance  more  available  and 
affordable  were  two-pronged:  either  to 
change  the  civil-justice  system  to  cap 


)ury  awards,  or  to  increase  regulation 
prevent  companies  from  charging  ur 
warranted  premiums.  By  midyear,  legi 
latures  in  some  40  states  had  passec 
legislation  designed  to  make  insuram 
more  readily  available. 
Some  states  addressed  large  jury 
awards  in  accident  cases,  overhauls 
the  way  such  cases  are  handled  or 
imposing  limits  on  awards  for  pain  ar 
suffering  ranging  from  $200,000  to 
$875,000.  Others  moved  to  prevent 
companies  from  canceling  an  insur- 
ance policy,  to  regulate  rates,  to  plac 
limits  on  lawyers'  fees,  or  to  make  it 
easier  for  municipalities  to  self-insure 


THE  FLORIDA  CONTROVERS 

Nowhere  was  the  tug  of  war  between 
insurers  and  lawyers  more  evident  tha 
in  Florida,  which  passed  a  law  that 
took  something  from  everyone  and 
made  everyone  angry.  It  combined  a 
damage  limit  with  rate  rollbacks  and 
tighter  regulation  for  insurers.  Non- 
economic  damages  were  capped  at 
$450,000,  which  angered  the  law- 
yers. But  insurers  had  a  more  bitter  pi 
to  swallow-mandated  rate  rollbacks 
to  the  Jan.  1, 1984  level.  In  addition,  th 
law  gave  increased  authority  to  the 
Florida  insurance  commissioner,  Wil- 
liam Gunter,  to  decide  whether  insur- 
ers are  making  too  much  money. 

Insurers  have  always  been  regulat- 
ed by  the  states.  In  recent  years,  the 
trend  has  been  toward  looser  regula- 
tion, or  deregulation.  The  Florida  law  i 
clearly  a  step  in  the  other  direction. 
The  danger,  some  observers  say,  is  o| 
vious.  Instead  of  increasing  the  avail- 
ability of  insurance,  it  will  force  insure^ 
to  desert  the  state  altogether.  Becaus 
the  law  rolls  back  rates  to  a  period 
when  insurance  was  priced  far  too  lov 
to  make  an  underwriting  profit,  it  will 
have  a  boomerang  effect.  Since  insur 
ers  will  not  write  business  to  a  known 
loss,  they  will  simply  not  write  new  bus 
ness,  aggravating  the  crisis.  As  if  to 
substantiate  that  claim,  nearly  20  com 
panies  stopped  writing  new  business 
in  Florida.  An  equal  number  sued, 
charging  that  the  new  law  is  unconsti- 
tutional. 

Stephen  I.  Martin,  vice  president  and 
director  of  government  affairs  at  The 
Hartford,  says  that,  unlike  other 
states,  Florida  passed  real  tort  reform  b 
putting  a  cap  on  damage  awards.  But 
it  was  "coupled  with  punitive  insurant 
regulatory  legislation  to  discourage 
insurers  from  supporting  tort  reform,"  h\ 
says.  While  Martin  says  other  states 
may  follow  in  Florida's  footsteps,  they 
will  quickly  learn  that  this  type  of  legis- 
lation is  not  a  solution  to  the  crisis;  rath 


ujell,  at  least  we're 
coverep  by  met  life,  anp  they're  a  leaper 
in  6ro0p  life  anp  health  insurance. 


Many  of  America's  best-managed  businesses  depend  on  Met  Life  for  their 
employee  benefit  programs.  Whatever  the  size  of  your  team, 
you'll  probably  benefit  from  getting  in  touch  with  a  heavy  hitter: 
your  local  Met  Life  Group  Representative. 
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THE  BEST  RELATIONSHIPS  ARE  THOSE  THAI 

STAND  THE  TEST  OF  TIMI 


COME  TO  NEW  ENGLANE 


through  New  England  Securities  Corporation 


©  1986.  New  England  Mutual  Life  Insurance  Company,  Boston.  MA. 


The  New  England  we  speak  of  is 
just  that-TTie  New  England. 

Once,  we  were  known  as  New 
England  Life.  Today,  we're  a  partnership 
of  financial  services  companies  with  $33 
billion  in  assets  under  management,  offer- 
ing life  insurance,  mutual  funds,  employee 
benefits  and  financial  planning. 

At  The  New  England,  we  appreciate 
the  value  you  place  on  enduring  relation- 
ships. That's  why  we've  worked  hard 


throughout  our  more  than  150  years  in 
business  to  build  relationships  with  our  cli- 
ents based  on  respect  and  commitment. 

Building  long-term  relationships  is 
one  of  the  ways  our  representatives  earn 
the  trust  and  promote  the  security  of  our 
clients.  If  you  feel  at  home  with  a  company 
that  does  business  this  way.  come  to  New 
England.  The  New  England. 

For  the  name  of  your  local  representa- 
tive, phone  1-800-222-2725. 


The  New  England 

Your  Financial  Partner 
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er,  it  creates  a  greater  problem. 
The  ultimate  test,  of  course,  is  wheth- 
er the  Florida  law  makes  insurance  more 
readily  available.  Although  many 
companies  have  refused  to  write  new 
business  in  the  state,  others  see  it  as 
an  opportunity.  Florida  is  the  fifth  high- 
est premium  state  in  the  country,  with 
$7.5  billion  in  premiums  in  1985.  Some 
companies  don't  plan  to  give  that  up 
quickly.  The  Hartford  is  continuing  to 
write  selective  business.  And  a  hand- 
ful of  insurers  see  the  situation  as  an 
opportunity  to  increase  market  share. 
But  all  are  waiting  to  see  what  Commis- 
sioner Gunter  does  with  his  new  pow- 
ers, according  to  B.  Lamar  Polston, 
managing  vice  president  for  Alexan- 
der &  Alexander  Inc.  in  Tampa. 


LUKEWARM  EFFORTS? 

Most  insurance  executives  don't  be- 
lieve the  state  legislatures  have  gone  far 
enough.  For  example,  American  Inter- 
national Group  Inc.,  which  has  been  a 
leader  in  calling  for  tort  reform,  has 
asked  for  specific  actions,  including: 

•  Restrict  punitive  damage  awards 
to  cases  of  malicious  negligence  and 
acts  of  intentional  wrongdoing.  Limit 
such  awards  to  a  low  percentage  of 
compensatory  damages  and  make 
them  uninsurable. 

•  Limit  the  size  of  pain  and  suffering 
awards. 

•  Restructure  the  legal  profession's 
contingency  fee  system  by  creating  a 
graduated  fee  structure  based  on 
award. 

•  Enact  legislation  that  allocates 
damages  among  those  contributing  to 
an  injury  in  proportion  to  their  respec- 
tive degrees  of  fault. 

The  Hartford's  Martin  says  it's  too 
early  to  judge  the  overall  tort-reform  ef- 
fort. "We  have  been  disappointed 
about  what  has  been  called  'tort  reform' 
in  some  states,"  he  says.  "But  it's  not  a 
project  to  be  completed  in  one  year." 
For  example,  he  says,  Connecticut 
enacted  positive  reform  and  The  Hart- 
ford responded  by  lowering  rates  for 
some  municipalities.  "In  Connecticut 
we  responded  to  good  tort  reform  by 
voluntarily  reducing  rates,"  he  says. 
Further,  Martin  says,  the  effort  has 
been  successful  because  of  pressure 
from  the  business  community  rather 
than  from  insurers. 

As  an  example  of  the  business  com- 
munity's involvement.  Joseph  J.  Pro- 
chaska  Jr.,  chief  executive  officer  of 
Shand,  Morahan&Co.  Inc.,  points  to  the 
group  of  businessmen  in  Alaska  who 
banded  together  to  form  the  Citizen's 
Coalition  for  Tort  Reform.  "The  most 
important  thing  is  the  change  in  atti- 


...  if  society  wanted  a  vic- 
tim to  become  wealthy  as  a 
result  of  an  accident,  soci- 
ety should  figure  out  a  way 
to  pay  for  it.  Insurers 
should  not  be  forced  to  foot 
the  bill. 


tudes,"  Prochaska  says.  "People's 
sensibilities  have  been  pierced  regard- 
ing some  of  the  outrageous  verdicts, 
and  they  recognize  that  some  changes 
need  to  occur  for  the  common  good 
even  though  in  some  situations  it  may 
have  a  negative  impact." 


CLAIMS  MADE 

Some  insurers  and  regulators  have 
hopes  that  the  new  commercial  general 
liability  policy  introduced  this  year  by 
the  Insurance  Services  Office  (ISO)- 
which  has  been  called  the  biggest 
change  in  the  general  liability  policy  in 
50  years-will  increase  the  availability 
of  coverage. 

Key  to  the  policy  is  the  change  in  the 
"trigger"  for  what  constitutes  a  claim. 
Under  the  old  policy,  the  trigger  was 
the  occurrence  of  an  accident  or  injury. 
This  had  been  interpreted  broadly  by 
the  courts  to  mean  that  an  insurer  could 
be  responsible  for  claims  arising  de- 
cades later  from  accidents  that  oc- 
curred while  its  policy  was  in  force.  In 
cases  of  occupational  disease  or  expo- 
sure to  toxic  substances,  occurrence 
was  difficult  to  pinpoint  and  insurers 
found  themselves  at  risk  for  policies 
written  as  many  as  30  years  ago. 

ISO's  new  policy  radically  changed 
the  trigger  to  a  claim  made  by  the  in- 
jured party.  The  first  claim  for  any  inju- 
ry triggers  coverage,  and  an  insurer  re- 
sponds to  claims  up  to  the  limits  of  the 
policy  while  it  is  in  force. 

While  ISO,  the  industry's  statistics- 
gathering  and  rate-making  arm,  hoped 
that  the  policy  would  bring  some  pre- 
dictability back  to  underwriting,  the  new 
policy  stirred  up  nearly  as  much  con- 
troversy as  the  liability  crisis  itself.  It 
faced  a  flood  of  opposition  from 
agents,  brokers,  risk  managers  and 
regulators  who  worried  that  it  would 
not  provide  adequate  protection  and 
would  leave  gaps  in  coverage. 

After  a  year  of  compromises  by  ISO, 
the  policy  was  introduced  on  Jan.  1 .  But 
it  was  available  for  use  in  only  1 4 
states  because  regulators  in  most  of  the 


largest  states  refused  to  approve  it. 
Only  after  ISO  caved  in  on  "tail  cover-l 
age,"  which  provides  the  insured  with! 
end-of-policy  coverage  to  prevent  gai 
between  policies,  did  it  garner  the 
support  of  regulators  in  many  imports 
states 

The  policy  also  sets  aggregate  lim- 
its, or  an  absolute  dollar  ceiling,  on  wh 
insurers  must  pay  during  a  policy  pen 
od  rather  than  the  limits  per  occurred 
which  were  available  under  the  old 
policies.  And  ISO  has  proposed  inclil 
sion  of  defense  costs  within  policy  ltd 
its,  but  that  measure  met  with  so  muc 
opposition  that  it  has  been  put  on 
hold. 

By  midyear,  the  new  form  was  avail- 
able for  use  in  41  states  and  jurisdic- 
tions. But  there  were  important  excep 
tions,  like  New  York,  where  it  was  rejec 
ed  for  broad  use  and  limited  to 
difficult-to-insure  risks.  A  midyear  sur 
vey  by  Business  Insurance,  an  indus- 
try trade  magazine,  found  that  insureit 
were  forcing  the  form  on  the  most 
hard-to-insure  risks,  particularly  long 
tail  exposures,  but  that  most  other 
businesses  were  still  able  to  get  the  ol 
occurrence  policies. 

In  addition,  some  companies,  in- 
cluding Travelers,  The  Hartford,  St.  Pai 
and  AIG-have  written  their  own 
claims-made  forms.  During  the  transit 
tion,  some  companies  have  occur- 
rence forms  for  their  primary  coveragi 
and  claims-made  for  excess  and  sur- 
plus coverage.  Brokers  told  Business 
Insurance  that  they  fear  the  result  will 
be  a  crazy  quilt  of  different  insurance 
policies  which  will  leave  clients  con- 
fused. However,  most  agree  that  comi 
panies  willing  to  buy  insurance  on  the 
new  claims-made  forms  are  able  to  g< 
more  coverage  than  would  otherwise 
be  available. 


OTHER  SOLUTIONS 

Tort  reform  and  the  claims-made  li- 
ability policy  are  long-term  solutions  tc 
the  crisis.  Creative  carriers,  brokers 
and  risk  managers  have  been  working 
to  find  coverage  over  the  short  term. 
For  many  companies,  this  has  often 
meant  buying  less  commercial  insur- 
ance and  retaining  more  risk  them- 
selves, or  "self-insuring."  There  has 
also  been  a  spurt  of  growth  in  compan 
captives,  group  captives  and  insur- 
ance pools.  For  example,  the  banking 
industry  moved  quickly  to  set  up 
group  captives  for  directors'  and  offi- 
cers' liability.  And  Fred  S.  James  & 
Co.  Inc.,  the  broker,  set  up  a  captive  fo 
energy  companies. 

In  fact,  both  large  and  small  brokers 
have  been  busy  lining  up  capacity  for 
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The  Hartford  gives  you 
on-the-spot  response  to  claims 
through  hundreds  of  offices 
around  the  country. 


It  hits  home  every  time  you  file  a  business  claim: 
nsurance  is  not  an  abstraction.  It's  an  obligation  to  pay 
3r  covered  accidents  and  disasters,  and  to  take  every 
ppropriate  step  to  lessen  the  human  and  financial 
mpact  of  those  losses. 
At  The  Hartford,  we  take  that  obligation  very  seriously, 
nlike  many  insurance  companies,  we  handle  our 
wn  claims  through  our  own  offices  around  the  country. 
)f  nearly  a  million  and  a  half  claims  handled  during  a 
recent  year,  we  settled  99.9%  without 
a  written  complaint. 

That  kind  of  service  is  not  just 
responsible.  It's  smart.  It's  a  big  reason 
why  so  many  independent 
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f     \ty  agents  and  their  business  "-W^*"  ^ 
customers  stay  with  The  Hartford, 
"HE  HARTFORD  year  after  year.  And  why 

he  Insurance  People  of  yQU  sn0uld,  tOO. 


clients.  A  year  ago,  Marsh  &  McLen- 
nan Inc.  set  up  American  Casualty  Ex- 
cess Insurance  (ACE)  to  provide  ex- 
cess coverage  of  $1 00  million  over  other 
coverages  of  at  least  $1 00  million. 
That  project  was  so  successful  that 
Marsh  more  recently  introduced  "son 
of  ACE,"  which  is  a  joint  venture  be- 
tween Marsh  and  Johnson  &  Higgins. 

The  two  big  brokers  are  putting  to- 
gether what  they  call  the  "American 
slip,"  a  sign-on  subscription  policy  that 
will  be  open  to  all  agents  and  brokers. 


The  two  brokers  hope  to  provide  com- 
panies with  another  $75  million  in  liabil- 
ity coverage  on  claims-made  forms. 
To  help  make  insurance  available 
again  to  municipalities,  many  states 
loosened  requirements  for  self-insur- 
ance poots,  and  towns  across  the  coun- 
try quickly  formed  their  own  self-insur- 
ance funds.  Self-insuring  is  a  workable 
solution,  but  not  a  simple  one.  To  help 
municipalities  set  up,  administer,  fund 
and  obtain  an  excess  insurer  to  pro- 
vide catastrophic  coverage,  AIG  and 


A  $10,000  INVESTMENT 
GREW  IN  VALUE  TO 

'794,610 

THAT'S  GROWTH! .THAT'S 

TEMPLETON 
GROWTH 


IVS  a  Fact!  An  investment  of  $10,000  in  1954  when 
Templeton  Growth  Fund  started    assuming  reinvestment  of  all 
dividends  and  capital  gains  distributions,  increased  in  value  to 
$794,610  by  April  30,  1986 

This  is  an  update  of  the  performance  shown  in  the  prospectus 
_    and  covers  a  period  of  generally  rising  common  stock  prices 
Of  course  there  is  no  guarantee  of  future  performance  but  you 
should  find  out  how  the  Templeton  approach  has 
produced  these  investment  results. 


Free  Brochure 

Send  coupon  for  a  free  copy  of  32  GOOD  YEARS  and  a 

free  prospectus  containing  more  complete  information 
including  charges  and  expenses.  Read  it  carefully  before 
deciding  to  invest  Send  no  money 

Securities  Fund  Investors,  Inc. 

RO.  Box  3942  /  St.  Petersburg,  FL  33731 
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the  investment  firm  of  Salomon  Broth 
ers  entered  into  a  joint  venture.  AIG  \ 
evaluate  the  municipalities'  needs 
and  advise  on  the  insurance  prograr 
while  Salomon  Brothers  lines  up  the 
capital.  Also,  Johnson  &  Higgins  anc 
Paine  Webber  helped  set  up  a  spe- 
cial-purpose insurance  company  to  i 
fer  liability  insurance  for  local  govern 
ments  in  Louisiana. 
The  best  news  for  beleaguered  bus 
nesses  and  municipalities,  though,  e 
signs  that  the  market  may  be  soften- 
ing up  a  bit.  Some  experts  say  that  b 
cause  insurer  carriers  had  good  re- 
sults in  the  first  and  second  quarters 


"One  of  the  things  that  haj 
happened  in  the  last  six 
years  is  that  the  insur- 
ance buyer  has  been  put 
through  such  a  wringer 
that  many  of  them  are 
looking  for  stability  in 
carriers  rather  than  what 
they  pay  for  insurance." 


they  may  ease  up  on  rates.  "I  may 
have  a  contrarian  viewpoint,"  says  H. 
Felix  Kloman,  a  risk-management 
consultant  and  principal  with  Tilling- 
hast,  Nelson  and  Warren  Inc.,  "but  I 
think  we  will  see  a  distinct  softening  ir 
early  1987,  except  in  product  liability,, 
special  liability  and  directors'  and  off i 
cers'  coverage.  Some  of  the  more  so- 
phisticated executives  are  looking  at 
the  rush  to  group  captives,  higher  re- 
tentions and  lower  limits  and  they  recoi 
nize  that  if  they  don't  come  back  into 
the  market  shortly,  they  may  lose  irre- 
trievably their  market  share." 
And  some  insurers  believe  that  a 
new  loyalty  on  the  part  of  policyholder 
may  help  prevent  such  broad  swings 
in  the  future.  For  example,  Burr  Moshe 
senior  vice  president  for  underwriting 
at  Arkwright  Boston  Insurance,  says, 
"One  of  the  things  that  has  happened 
in  the  last  six  years  is  that  the  insuranc 
buyer  has  been  put  through  such  a 
wringer  that  many  of  them  are  looking 
for  stability  in  carriers  rather  than  wha 
they  pay  for  insurance." 

EMPLOYEE  BENEFITS 

Changes  in  the  tax  law  dominated  the 
employee  benefits  scene  this  year.  Al 
though  the  new  code  makes  sweep- 
ing changes  in  every  area  of  investmert 


Now  you  can 


or  your  own 
life  insurance. 


Most  life  insurance  policies 
are  not  designed  to  benefit  the 
person  who  pays  for  them. 

They  either  offer  a  very 
modest  investment  plan,  or  no 
investment  plan  at  all. 

So  that  for  many  of  us,  that 
old  quip  about  being  worth  more 
dead  than  alive  is  all  too  true. 

Introducing  Incentive  Life,™ 
a  new  approach  to  life  insurance. 

With  Incentive  Life,  life 
insurance  is  combined  with  a 
cash  accumulation  program 
(the  same  kind  of  program  that's 
produced  a  14.3%  *  return  on  its 
common  stock  portfolio  for  the 
last  ten  years). 

5  Investment  Options. 

We  offer  a  choice  of  five 
investment  options,  so  you  invest 
your  net  premium  dollars  as 
conservatively  or  aggressively  as 
you  wish. 

See  Your  Equitable  Agent. 

And  of  course  Incentive  Life 
is  offered  by  your  Equitable  agent, 
a  thoroughly  trained  professional. 

Call  today. 

Or  mail  in  this  coupon.  And 
The  Equitable  will  show  you  how 
to  make  everybody's  dreams  come 
true— including  yours. 

*  143%  =  effective  annual  net  return  ending  12/1/85  of 
Common  Stuck  Rrrtjolio  underlying  Incentive  Life.  Insur- 
ance related  expenses  and  deductions  from  premiums 
are  not  reflected  For  instance,  ij  Incentive  Lije  bad  been 
available  10 years  ago  and  a  25 year  old  nonsmoking 
man  bad  paid  $850 per  year for  a  $100,000  variable 
death  benefit  policy,  his  death  benefit  would  now  be 
$115,678  and  his  cash  value  would  now  be  $15,678. 


Send  me  more  complete  informa- 
tion about  Incentive  Life™  and  a 
Prospectus  detailing  charges  and 
expenses.  I'll  read  the  Prospectus 
carefully  before  purchasing  a  pol- 
icy or  sending  money.  I  understand 
there  is  no  obligation. 

Na  me  

Address  

City  State  Zip  

Telephone  

THEfcQUITABLE 

Equitable  Variable  Life  Insurance  Company 
NY.  NY.  a  wholly  owned  subsidiary  qj 
The  Equitable  Available  by  prospectus  Read  it  carefully 
before  wu  invest  Not  available  in  all  states. 

Equitable  Variable  Life  Insurance  Company 
Incentue  Life  Marketing 
135  West  50th  Street.  Area  6J  New  York.  NY  10020 
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IT  ALL  STARTS  WITH  RATES 

Historically,  insurance  rates  have  been  mis 
understood.  As  a  result,  they've  become  a  majc 
source  of  problems  for  insurance  companies 
and  the  companies  they  insure. 

At  AIG,  American  International  Group  of 
Insurance  Companies,  we  believe  every  busi- 
ness executive  should  have  a  better  understand- 
ing of  rates  and  their  importance. 

WHAT  IS  A  RATE? 

An  insurance  rate  is  the  price  an  under- 
writer charges  a  company  based  on  the  insurer'? 
projection  of  exposure  to  risk. 

Adequate  rates  reflect  past  losses  as  well  a: 
anticipated  future  claims.  They  must  also  cover 
an  insurance  company's  expenses  and  provide 
for  a  reasonable  underwriting  profit. 


THE  EFFECT  OF  INADEQUATE  RATES 

Inadequate  rates  may  force  an  insurer  to  re- 
uce  surplus  funds  to  pay  expenses. 

When  surplus  funds  start  shrinking,  there's 
ps  and  less  capital  to  provide  for  the  growing 
lsurance  needs  of  our  society. 

You  end  up  paying  higher  premiums  basi- 
i  ally  due  to  the  inability  of  insurers  to  project 
xposure  to  risk,  obtain  adequate  rates  and 
iiaintain  a  healthy  surplus. 

Keeping  a  check  on  our  surplus  is  one  of 
ur  most  important  policies. 

If  it  weren't,  we  couldn't  give  you  the 
rotection  you  deserve. 

F>  AMERICAN  INTERNATIONAL  GROUP 
OF  INSURANCE  COMPANIES 


Our  Policies  Are  Your  Best  Insurance. 
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reiiiement  vehicles  aie  a  chief  target. 
Many  experts  fear  the  changes  are  bad 
news  for  the  future  of  retirement  plan- 
ning. "The  way  I  look  at  it,"  says  John  M. 
Naughton,  executive  vice  president 
for  group  pensions  at  Massachusetts 
Mutual  Life  Insurance  Co.,  "you've  got 
tax  reform  and  you've  got  retirement- 
income  policy.  Unfortunately,  this  bill 
is  mixing  the  two.  In  the  rush  to  raise 
revenue,  they  are  doing  a  number  of 
things  that  are  contrary  to  good  retire- 
ment planning." 

I  he  changes,  which  will  reduce 
maximum  contributions  to  tax-deferred 
savings  plans,  stiffen  early  withdrawal 
requirements  and  place  restrictions  on 
contributions  to  Individual  Retirement 
Accounts,  combine  to  stifle  retirement- 
plan  growth,  Naughton  says.  "I  think 
that  there  are  a  number  of  provisions  in 
the  proposed  tax  bill  that  are  nega- 
tive," he  says,  "that  will  inhibit  plan  for- 
mation and  be  a  negative  to  good  re- 
tirement policy  for  this  country." 

Many  experts  say  that  pension 
plans,  company  savings  programs  and 
deferred  compensation  are  all  likely  to 
change.  Executive  compensation  is  ex- 
pected to  change  radically.  That's  be- 
cause the  favored  tax  status  of  stock 
options  and  other  deferred  compen- 
sation will  disappear,  and  cash  is  likely 
to  be  much  more  attractive.  Other 
changes  in  retirement  products  include: 

•  IRAs.  The  most  highly  publicized 
change  was  the  tinkering  with  the 
$2,000  IRA  deduction.  Just  a  year 
ago,  it  looked  like  it  might  be  increased 
from  $250  to  $2,000  for  a  nonworking 
spouse.  Then,  the  entire  deduction  was 
in  danger.  The  law  retains  the  deduc- 
tion for  those  persons  who  are  not  cov- 
ered by  a  company  pension  plan,  in- 
dividuals with  incomes  below  $25,000 
and  couples  with  income  of  less  than 
$40,000.  Individuals  with  incomes  up  to 
$35,000  and  couples  who  earn  up  to 
$50,000  will  get  a  partial  deduction. 
Other  taxpayers  will  be  allowed  to 
continue  to  contribute  $2,000  and  the 
interest  will  still  accumulate  tax  de- 
ferred, but  they  will  not  be  allowed  to 
deduct  the  annual  $2,000  contribu- 
tion. 


IRA  HUBBUB 

The  Senate  Finance  Committee's  pro- 
posal to  eliminate  the  deduction  alto- 
gether raised  a  storm  of  protest  that 
showed  just  how  popular  the  deduction 
was.  Thousands  of  taxpayers  called 
or  wrote  to  their  senators  objecting  to 
the  committee's  plan.  Senators  from 
across  the  country  said  that  no  other 
part  of  the  tax  plan  caused  such  a  stir. 
Some  senators  claimed  they  received 


1 ,500  letters  a  week  protesting  the 
loss  of  the  tax  deduction.  On  June  1 1 ,  in 
a  session  that  lasted  until  early  morn- 
ing, the  Senate  voted  51  -48  against  re- 
taining the  IRA  deduction,  but  the 
Joint  Conference  Committee  later  re- 
stored the  deduction  for  those  under 
the  stated  income  levels. 


For  those  who  have  lost 
the  deduction,  "there's  con- 
tinued merit  in  having  an 
IRA." 


The  hubbub  over  the  IRA  deduction 
certainly  raised  the  consciousness  of 
taxpayers  regarding  retirement  plan- 
ning. Those  persons  who  are  entitled  to 
the  deduction  will  undoubtedly  cher- 
ish it  and  put  more  effort  into  putting  the 
money  away.  And  those  who  market 
IRAs  will  cash  in  on  the  publicity  by  tell- 
ing taxpayers  how  to  use  them  under 
the  revised  rules.  For  example,  Robert 
Beck,  chairman  of  the  Prudential  In- 
surance Co.,  said  that  Pru  will  be  able  to 
market  IRAs  successfully  even  with 
the  changes.  And  Barry  Shields,  assis- 
tant vice  president  of  T.  Rowe  Price, 
says,  "We're  still  behind  the  IRA  as  an 
investment.  From  a  marketing  stand- 
point, we're  going  to  continue  to  be 
aggressive."  For  those  who  have  lost 
the  deduction,  "there's  continued  merit 
in  having  an  IRA,"  Shields  says.  "We 
plan  to  advise  our  shareholders  on  how 
to  balance  the  employer-sponsored 
pension  plan  with  the  IRA  and  help  them 
get  into  the  best  fund  for  their  needs." 

•  401  (k)  Plans.  The  maximum  annu- 
al limit  will  be  reduced  from  $30,000  to 
$7,000.  And  the  new  law  will  subject 
taxpayers  to  a  1 0  percent  penalty  if  they 
withdraw  the  money  before  retire- 
ment. Current  law  allows  withdrawal  for 
"hardship"  purposes,  which  are  infor- 
mally defined  as  the  purchase  of  a  first 
residence,  a  child's  education  or  a 
medical  emergency.  Yet  these  plans, 
named  for  the  section  of  the  Internal 
Revenue  Code  that  authorizes  them,  will 
no  doubt  receive  even  more  attention 
from  employees  who  lost  other  retire- 
ment options. 

Deborah  Malins,  vice  president  of 
benefit-plan  services  for  Fidelity  Invest- 
ments, says,  "Employees  have  be- 
come very  aware  of  the  importance  of 
retirement  planning.  And  it's  generally 
agreed  among  our  clients  that  this  is  a 
very  valuable  retirement-planning 
tool."  Because  the  average  participants 
in  Fidelity's  plans  put  in  $1 ,800  to 
$2,500  per  year,  the  new  cap  will  not 


affect  them  However,  "the  hardship 
withdrawals  cause  some  concern,"  sh 
says.  "It  depends  on  how  the  compa- 
ny has  positioned  its  plan.  If  it  has  bee 
positioned  as  a  vehicle  for  a  college 
education,  it  may  be  a  problem." 


BLOW  TO  PLAN  FORMATION 

Other  experts  say  that  the  cap  may 
hurt  plan  formation,  however.  This 
change,  like  others,  makes  company 
retirement  plans  less  attractive  to  high 
paid  individuals.  These  company  ex- 
ecutives or  small-business  owners  are 
the  ones  who  make  decisions  on  em- 
ployee benefits.  And,  if  the  plan  will  no 
benefit  them,  they  may  not  be  interest 
ed.  "Forty  to  50  percent  of  the  working 
population  is  not  covered  by  retire- 
ment plans,"  says  Mass  Mutual's 
Naughton.  "The  majority  work  for 
small  employers.  Small  employers  are 
induced  to  adopt  plans  because  of 
tax  incentives.  If  you  reduce  the  attrac 
tiveness  to  the  owner  of  small  busi- 
nesses, it  inhibits  plan  formation  and  w 
can't  get  that  other  40  percent  cov- 
ered. It's  contrary  to  public  policy. 
We  ought  to  have  a  policy  that  says 
we  have  to  do  something  to  get  them 
covered." 

•  Company  Pension  Plans.  Recent 
changes  have  lowered  the  limit  for  de- 
fined benefits,  Naughton  explains, 
adding  that  maximum  benefits,  which 
were  once  as  high  as  $125,000,  have 
been  cut  back  to  $90,000.  And  the  ne< 
tax  bill  bases  the  payout  on  actuarial 
tables.  Maximums  will  probably  range 
from  $38,700  at  age  55,  down  from 
$75,000  under  current  law,  to  $90,000 ; 
age  65.  The  new  tax  law  also  tightens 
"nondiscrimination"  rules.  This  means 
that  if  there  are  not  enough  lower  paid 
workers  in  the  plan,  fewer  highly  paid 
workers  can  be  covered  or  their  bene- 
fits will  be  lower. 


"Forty  to  50  percent  of  the 
working  population  is  no 
covered  by  retirement 
plans." 


Other  changes  will  make  it  more  ex- 
pensive for  companies  to  have  pensio 
plans  or  to  change  benefits.  One  is  th« 
new  10  percent  excise  tax  on  the 
amount  recaptured  from  "excess" 
pension  assets.  More  important, 
though,  the  new  law  will  reduce  maxi- 
mum vesting  time  from  1 0  to  five  year: 
This,  too,  will  make  pension  plans 
costlier  for  companies. 


We  make  40l(k)  easier 
for  sponsors  and  employees 


The  T.  Rowe  Price  401(k) 

This  is  one  retirement  plan  that  is  easy  for  you 
to  offer,  and  for  your  employees  to  understand. 
We  handle  all  aspects  of  401(k)  for  you,  with  a 
fully  consolidated  program  that  includes  em- 
ployee communications,  record  keeping  and 
administration,  trustee  services,  and  a  wide 
choice  of  investment  options. 

As  the  first  mutual  fund  complex  to  offer  such 
comprehensive  401(k)  services,  we  have  proven 
our  ability  to  implement  and  execute  this  pro- 
gram successfully  for  companies  with  500  to 
10,000  employees  or  more. 
We  explain  401  (k)  for  you 
To  make  educating  your  employees  easier  for 
you,  we  have  materials  and  trained  personnel 
that  fully  explain  the  plan.  Employees  will  bet- 
ter understand  the  tax  benefits  and  the  invest- 
ment options  of  401(k),  which  will  maximize 
their  acceptance  and  support  of  your  plan. 
We  do  the  paperwork  for  you 
Using  the  most  advanced  401(k)  plan  software 
in  the  industry,  the  T.  Rowe  Price  Plan  Adminis- 
trative Service  (PAS®)  provides  you  with  a 


comprehensive  and  simplified  way  to  manage 
a  401(k)  plan.  PAS  gives  you  fully  automated, 
individualized  record  keeping,  professional 
administrative  services,  and  technical 
assistance. 

As  an  added  benefit,  the  T.  Rowe  Price  Trust 
Company  offers  trustee  services  for  retirement 
plans. 

We  offer  you  a  range  of  no-load  mutual  funds 

The  T.  Rowe  Price  401  (k)  is  a  self -directed  retire- 
ment plan,  so  your  employees  make  their  own 
investment  decisions.  They're  free  to  choose 
from  stock,  bond,  or  money  funds,  represent- 
ing a  wide  range  of  investment  objectives. 
Your  employees  also  have  the  benefit  of  free 
exchange  among  funds,  and  there  are  no 
sales  charges. 

We  help  you  invest  with  confidence 

At  T.  Rowe  Price,  we  are  investment  counselors 
to  some  of  the  largest  pension  funds,  and  our 
investors,  both  individual  and  institutional, 
have  entrusted  us  with  more  than  $22  billion  of 
their  assets.  For  nearly  50  years,  our  only  busi- 
ness has  been  helping  investors  meet  their 
investment  objectives. 

For  more  complete  information,  call 
1-800-638-5660. 

T.RoweM^Jttv 

Invest  With  Confidence  VEJAb 

Mail  to:  T.  Rowe  Price,  100  E.  Pratt  St., 
Baltimore,  MD  21202 

I'd  like  to  know  how  T.  Rowe  Price  makes 
401(k)  easier.  Please  send  me  your  free 
planning  kit  and  prospectus  with  more 
complete  information,  including  manage- 
ment fees  and  other  charges  and  expenses. 
I  will  read  them  carefully  before  I  invest  or 
send  money. 


Name 


Title 


Company 


Address 


City 


) 


State 


Zip 


Phone 


Number  of  Employees  KK208 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Free  401  (k)  planning  kit:  call  toll  free 1-800-638-5660 
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The  new  law  also  does  away  with  1 0- 
year  averaging  for  lump-sum  distribu- 
tions for  most  individuals.  Only  those 
persons  who  were  at  least  50  years  old 
by  last  Jan.  1  will  be  able  to  use  it. 
Others  will  have  the  option  of  five-year 
averaging,  which  is  far  less  favorable 
for  the  employee,  or  rolling  over  the 
money  into  an  IRA.  These  two 
changes  will  result  in  many  more  "port- 
able," or  traveling,  pensions.  Most 
employees  who  work  at  least  five  years 
at  a  company  will  receive  lump-sum 
distributions  when  they  resign.  Because 
they  will  not  receive  favorable  tax 
treatment  for  the  lump  sum,  many  will 
undoubtedly  roll  the  money  over  into 
IRAs. 


COST  CONTAINMENT 

The  tax  changes  will  echo  through 
employee-benefits  planning  next  year. 
But  other  recent  trends  will  continue 
as  well.  Since  the  beginning  of  this  de- 
cade, companies  have  focused  on 
cost  containment.  During  the  1960s, 
benefit  costs  rose  from  25  percent  of 
wage  and  salary  payments  to  32  per- 
cent, according  to  Thomas  H.  Paine  of 


"Because  many  business- 
es are  suffering  what 
amounts  to  a  recession, 
there  is  a  general  feeling  on 
the  part  of  employers  that 
the  cost  of  benefits  should 
be  contained." 


Hewitt  Associates.  During  the  1970s, 
they  increased  even  more  rapidly  to 
41  percent  of  direct-pay  expenditures. 
Since  1980,  companies  have  been 
"trying  to  reverse  an  upward  trend  in 
benefit  expenditures  that  has  lasted  a 
generation,"  he  says. 

And  they  are  succeeding.  "While  the 
value  of  benefits  is  20  percent  higher 
than  a  decade  ago,  most  of  the  growth 
occurred  prior  to  1980,"  Paine  says. 
"The  values  have  only  been  inching 
up  since."  Although  the  value  of  pen- 
sions rose  rapidly  after  passage  of 
ERISA,  there  has  been  little  subsequent 
growth,  he  says.  Medical  benefits 
rose  until  1982  and  then  began  to  de- 
cline with  the  success  of  cost  contain- 
ment. Only  capital  accumulation  has 
continued  to  expand. 

Today,  companies  continue  to  cut 
back.  "Because  many  businesses  are 
suffering  what  amounts  to  a  reces- 


sion, there  is  a  general  feeling  on  the 
part  of  employers  that  the  cost  of 
benefits  should  be  contained,"  says 
Philip  Briggs,  executive  vice  presi- 
dent of  Metropolitan  Life  Insurance  Co. 
"This  has  had  a  dampening  effect  on 
the  expansion  of  benefits.  There  contin- 
ues to  be  a  feeling  that  containing 
costs  while  maintaining  high  quality  is 
an  important  objective." 


PENSION  PLANS 

The  outlook  for  pension  plans  is  flat, 
according  to  Paine.  "No  growth  is  ex- 
pected," he  says.  "But  no  major  wave 
toward  retrenchment  is  likely  either."  Al- 
though some  companies  are  termi- 
nating plans,  it  is  generally  to  retrieve 
excess  money  rather  than  to  drop 
pension  coverage,  he  says.  Because 
pension  funds  have  been  getting 
good  returns,  Paine  notes,  "The  prog- 
nosis for  pensions  is  the  same  level  of 
benefits  at  lower  cost." 
The  trend  for  capital-accumulation 
plans  continues  to  be  up  because  com- 
panies want  the  defined-contribution 
program  to  grow,  according  to  Paine.  It 
is  so  popular  that  many  large  compa- 
nies have  more  than  one  type.  About  80 
percent  of  major  companies  have 
savings  plans,  25  percent  have  profit 
sharing  and  about  half  have  some 
form  of  stock-ownership  program,  he 
says. 

One  new  type  of  plan  that  was  intro- 
duced last  year  is  the  cash-balance 
pension  plan,  part  of  a  larger  trend 
toward  "portable,"  or  traveling,  pen- 
sions. Employees  are  guaranteed  a 
fixed  interest  rate  and  can  take  their 
money  in  a  lump  sum  or  an  annuity. 
The  most  interesting  aspect  of  the  plan, 
though,  is  that  employees  are  10  per- 
cent vested  after  their  first  year  of  ser- 
vice, 20  percent  after  the  second  year 
and  so  on. 

There  is  a  flip  side  for  the  employee, 
however.  Most  pension  plans  base  re- 
tirement pay  on  the  average  pay  over 
an  employee's  last  five  years  on  the  job. 
The  cash  balance  plan  pays  retire- 
ment benefits  on  the  average  career 
earnings,  so  that  a  long-time  employ- 
ee will  get  less  in  benefits. 


MEDICAL  BENEFITS 

Medical  inflation  is  on  the  way  up 
again.  After  two  years  of  single-digit  in- 
creases in  premiums,  costs  are  rising 
at  a  double-digit  rate,  according  to  Sey- 
mour Sternberg,  executive  vice  presi- 
dent for  group  life  and  health  at  Mass 
Mutual.  Generally,  medical  cost  has 
been  an  offshoot  of  the  Consumer  Price 
Index,  Sternberg  says.  But  last  year, 


with  the  CPI  increasing  only  4  percent) 
medical  inflation  increased  at  a  10 
percent  pace.  This  year,  with  the  CPI 
nearly  flat,  medical  inflation  is  up  1 1  o> 
12  percent,  he  says.  "We  aren't  goingi 
back  to  the  20  percent  increases  of 
1981  and  1982,  but  we'll  see  [medical 
costs]  as  an  active  topic  again,"  says 
Sternberg. 

According  to  Hewitt  Associates,  twol 
major  trends  are  helping  to  control  in- 
creasing costs:  rapidly  changing  plan 
content  and  sharing  of  premiums  by 
employees.  In  the  first  instance,  sec- 
ond surgical  opinions  and  preadmis- 
sion checks  are  becoming  prevalent. 
In  addition,  there  is  growing  use  of  dei 
ductibles  for  hospital  benefits.  While 
only  1 4  percent  of  major  employers'  sa 
aried  plans  required  hospital  deduct- 
ibles in  1980,  52  percent  do  today,  ac 
cording  to  Hewitt.  Moreover,  only  36 
percent  of  major  employers  pay  full  pre 
miums  for  salaried  employees  and 
their  dependents  today,  according  to 
Hewitt,  while  another  16  percent  pay 
for  employees  but  require  them  to  con 
tribute  toward  dependent  coverage. 
More  than  40  percent  require  employe 
payments  for  both  employee  and  de- 
pendent premiums,  Hewitt  says. 

Although  cost  containment  has  been 
successful  in  the  past  few  years,  "the 
good  news  is  not  likely  to  last,"  Paine 
says.  "The  fat  has  been  squeezed  out) 
and  medical  costs  are  likely  to  rise 
again." 

To  blunt  rising  costs,  Met's  Briggs 
says  the  trend  is  toward  managed 
health  care.  This  means  that  many 
companies  offer  three  choices:  tradi- 
tional fee  for  service  type  of  coverage 
with  controls  on  using  hospital  services 
a  Health  Maintenance  Organization 
(HMO);  and  a  Preferred  Provider  Plan 
(PPO).  "We  are  no  longer  offering  a 
blank  check,"  Briggs  says. 


ELDERLY  CARE  CRISIS 

Most  insurance  executives  agree  that 
the  real  crisis  will  come  in  medical  car 
for  the  elderly.  With  retirement  sav- 
ings plans  made  less  attractive  by  tax 
changes,  people  will  have  less  money 
for  their  retirement.  "The  overwhelming 
needs  are  going  to  be  in  the  post- 
retirement  area,"  says  Robert  E.  Carl- 
son, senior  vice  president  in  charge  of 
marketing  at  Northwestern  Mutual. 
"And  the  biggest  problem  will  be  in 
health  care.  The  planning  for  it  is  not  in 
place.  The  bricks  and  mortar  are  not  ir 
place.  And  the  money  is  not  in  place." 
Carlson  says  the  crisis  will  hit  be- 
tween 1 995  and  2005,  and  it  will  come  n 
nursing-home  care.  "Right  now  we 
have  10  million  people  requiring  nurs- 


Give  your  employees  a  retirement  plan  that  works. 

fidelity  Investments. 


When  your  pension,  thrift,  401  (k)  and  profit  sharing 
plans  aren't  working  as  hard  as  they  could,  consider 
Fidelity. 

Investment  Management —Fidelity  is  one  of  the  major 
providers  of  mutual  funds  to  defined  contribution  plans. 
We  offer  a  wide  array  of  professionally  managed  mutual 
funds  and  a  guaranteed  investment  product,  with  invest- 
ment objectives  ranging  from  stability  of  principal  to 
aggressive  growth. 

Comprehensive  Recordkeeping  -Fidelity's  recordkeep- 
ing system  provides  administrative  flexibility,  simplicity 


and  reports  that  are  easy  to  understand  and  use.  Our 
system  was  designed  to  meet  the  administrative  needs  of 
defined  contribution  plan  sponsors. 

Employee  Communications-  We'll  provide  you  with  the 
communication  materials  needed  to  explain  the  available 
Fidelity  investment  options.  We'll  also  provide  responsive 
account  management  from  a  team  of  investment  and 
administrative  professionals  dedicated  to  your  account. 

For  more  information  about  Fidelity's  total  retirement 
plan  package,  call  1-800-544-6666.  In  Massachusetts,  call 
collect,  617-523-1919. 


FIDELITY  INVESTMENTS 

Fidelity  Distributors  Corporation,  general  distribution  agent  of  over  30  mutual  funds  for  your  retirement  plans. 

82  Devonshire  Street,  Boston.  MA  02109 
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SC UDDER 


On  Choosing  A 
401(k)  Plan. 

As  40 l(k)  plans  grow  in  appeal,  they  grow  in  complexity  and 
uncertainty,  too.  Scudderis  a  retirement  plan  specialist. 


As  a  leading  provider  of  mutual 
funds  for  401(k)  plans,  Scudder  has 
learned  how  to  create  successful 
retirement  programs  that  help 
attract  and  keep  talented  people. 
Here's  some  of  what  we  know,  some 
of  what  we  do,  and  an  invitation  to 
learn  more. 

Most  important. 

When  designing  a  401  (k)  plan,  ask 
yourself  these  questions:  Does  it 
encourage  your  employees  to  share 
the  responsibility  of  building  retire- 
ment assets?  Does  it  promote 
participation?  Does  it  offer  the 
investments  today's  informed  em- 
ployees demand? 

The  Scudder  401  (k)  Program  can 
do  all  this,  and  much  more.  Scudder 
offers  a  full  range  of  services,  an 
innovative  model  plan  and  attractive 
investment  opportunities. 

Scudder's  no-load  mutual  funds 
offer  a  wide  range  of  choices  when 
used  with  the  Scudder  model  plan, 
or  as  new  investment  options  for 
your  existing  plan. 

Experience  counts. 

Legislation  has  opened  the  world 
of  401  (k)  plans  to  hundreds  of 
providers  new  to  that  responsibility. 
Choose  a  firm  with  a  commitment  to 
retirement  planning. 

Scudder  has  offered  retirement 
plans  since  1962,  and  was  among  the 
first  to  provide  a  virtually  turn-key 
401  (k)  program.  Scudder,  Stevens  & 
Clark  currently  manages  over 
$7  billion  in  mutual  fund  assets  alone. 

Service  is  first. 

In  selecting  a  401  (k)  partner,  search 
for  an  emphasis  on  sound  investment 
strategies,  professional  administra- 
tion and  responsive  service. 


At  Scudder,  we're  retirement  plan 
specialists.  Armed  with  advanced 
recordkeeping  systems,  fast,  accu- 
rate statements  and  comprehensive 
management  reports,  we'll  work 
with  you  every  step  of  the  way,  from 
enrollment  to  retirement. 

Search  for  value. 

Look  for  a  complete  401  (k)  pro- 
gram —  at  a  reasonable  cost. 

Scudder  brings  you  all  the  benefits 
of  a  full  401  (k)  program  in  a  way 
that's  easy  to  set  up,  administer  and 
grow.  Of  course,  there  are  no  fees 
for  using  our  model  plan  and  no 
sales  charges  for  investing  in  the 
Scudder  funds. 

The  next  step. 

We  encourage  you  to  tell  us  more 
about  your  firm  and  at  the  same  time 
learn  more  about  all  the  ways  Scudder 
can  help  you  create  a  successful 
401  (k)  program  that  works  for  your 
company  and  your  employees. 

Explore  a  new  world  of  invest- 
ments and  benefits  for  you  and  your 
firm.  Call  Scudder  today.  Ask  to 
speak  with  our  Retirement  Plan 
Group.  We'll  be  happy  to  send  you 
more  complete  details  about  the 
Scudder  401  (k)  Program. 


SCUDDER 

401(k) 
Plans 

1-800-225-2470 

Extension  963 
Scudder,  175  Federal  St. 
Dept.  963,  Boston,  MA  02110 


For  more  complete  information  and  a  prospectus  including  management  fees  and  expenses,  call  or  write 
Scudder  Fund  Distributors,  Inc.  Read  carefully  before  you  invest  or  send  money. 


Most  insurance  execu- 
tives agree  that  the  real  cri- 
sis will  come  in  medical 
care  for  the  elderly.  With  re- 
tirement savings  plans 
made  less  attractive  by  tax 
changes,  people  will  have 
less  money  for  their  retire- 
ment. 


ing-home  care,"  he  says.  "There  will 
be  50  million  by  the  year  201 0."  Carlson 
fears  the  cost  will  fall  back  on  busi- 
ness because  individuals  and  the  gov- 
ernment will  not  be  able  to  bear  it. 

Because  medical  care  for  retirees  is 
one  of  the  few  growth  areas,  insurers  will 
continue  to  look  for  ways  to  tap  the 
market.  Some  insurance  companies  are 
experimenting  with  insurance  policies 
for  nursing-home  care.  For  example,  the 
Met  offers  policies  to  residents  in  a 
specific  retirement  community.  For  a 
monthly  premium,  residents  are  in- 
sured against  the  additional  cost  of  a 
nursing  home,  according  to  Briggs. 

Although  insurance  companies  are 
working  to  come  up  with  new  and  better 
solutions  for  health  care  to  meet 
changing  needs,  most  executives  ac- 
knowledge that  the  trend  is  for  com- 
panies to  buy  less  benefits  for  their  em- 
ployees rather  than  more.  If  they  intro- 
duce something  new,  they  will  take 
something  else  away.  Or  they  will 
make  each  benefit  optional  in  a  flex 
plan. 

All  of  this  means  that  individuals  can 
no  longer  rest  easy  with  the  idea  their 
company  will  take  care  of  them.  In- 
stead, they  must  take  more  responsibil- 
ity for  their  health  and  retirement 
needs  in  an  increasingly  uncertain  busi- 
ness environment.  "There  will  be  con- 
cern on  the  part  of  executives  about  the 
stability  of  their  employment  and  of 
their  .rights  under  these  plans  in  a  rapid- 
ly changing  business  world  currently 
characterized  by  takeovers  and  mer- 
gers," says  Robert  Collins  of  Guard- 
ian Life.  □ 

Mary  Rowland  is  a  freelance  financial 
writer  based  in  New  York  City.  She 
writes  frequently  on  the  subjects  of 
insurance,  business  and  personal  fi- 
nance for  several  major  magazines. 

Design:  DeMartino/Schultz  Inc. 


SK  YOUR  GUARDIAN. 

!  Guardian  manages  a  $3  billion 
vquality  long-term  investment  port- 
o  for  its  policyholders.  This  portfolio 
ves  to  provide  our  life  insurance 
nts  with  exceedingly  attractive  and 
!  Die  investment  returns  with  automatic 
npletion  of  their  programs  at  retire- 
nt,  death  or  in  the  event  of  disability. 


Based  on  The  Guardian's  current 
dividend  scale,'  Comparative  Rates  of 
Return  from  8%  to  13%  tax-deferred  can 
be  achieved  with  The  Guardian's  new 
Spectrum  series  of  life  insurance  prod- 
ucts. The  Comparative  Rate  of  Return 
measures  the  yield  at  which  you  would 
have  to  invest  your  funds,  after  deduct- 
ing the  cost  of  insurance,  to  equal  the 
yield  on  the  cash  value  of  Spectrum. 


dends  ore  neither  estimated  nor  guaranteed.  Actual  future  dividends  may  be  higher  or  lower  depending  on  the  Company's  actual  future 
ience.  2.  The  number  of  years  of  required  cash  outlay  depends  on  the  policy  closs  ond  the  continuation  of  the  current  dividend  scale, 
prion  is  not  automatic  ond  must  be  selected  by  the  policyowner  at  the  policy  year  indicated.  This  is  not  a  paid  up  policy. 


Insurance  Company  of  America  ■ 

VanishGuard  is  a  unique  new  product 
in  the  Spectrum  series  that  takes 
advantage  of  The  Guardian's  financial 
strength  and  is  completely  funded  in  as 
few  as  four  years:  Pay  Four  Pay  No  More!2 

If  you  seek  a  better  quality  of  life, 
contact  us  today  at  201  Park  Avenue 
South,  New  York,  NY  10003  or  call 
1-800-4-VANISH. 


4&  The  Guardian 


Donald  Frey  says  the  restructuring  of  Bell 
&  Howell  is  over.  This  is  a  recording. 

What,  all  kidding 
aside,  is  new? 


Bell  &  flowed  Chairman  Donald  Frey 

Of  37  acquisitions,  he  can  point  with  pride  to  only  1. 


By  Ruth  Simon 

Were  we  sloppy?  Did  we  tak(l 
too  long?  Did  we  waste  time  I 
Yes  to  all  of  the  above.  But  w<| 
got  back  to  shore,"  says  Donald  Freylf 
the  onetime  Ford  Motor  whiz  kid  whcl/ 
has  been  chairman  of  Bell  &  Howelll 
(1985  sales,  $760  million)  for  mor«l 
than  15  years. 

Frey,  63,  says  the  long  restructuring 
is  over,  that  he  has  only  a  bit  of  "tidy 
ing  up"  to  do  before  his  1988  retire 
ment.  Gone  are  the  8mm  movie  cam 
eras,  the  home  study  classes  and  the 
sound/slide  projectors,  products  thai 
once  formed  the  company's  core.  To 
day  B&H  calls  itself  an  "information 
company."  About  half  its  business  i< 
software   and   services:  vocational 
training,  record  storage,  textbooks 
and  databases.  The  other  half  is  man- 
ufacturing-based: mail  sorters,  micro- 
film readers  and  videocassettes.  The 
only  movie  cameras  left  are  a  few 
mementos  on  display  in  the  Skokie, 
111.  headquarters,  including  the  1925 
16mm  model,  specially  adapted  to  op- 
erate in  subzero  cold,  that  Admiral 
Richard  Byrd  took  to  the  South  Pole. 

Frey's  legacy?  B&H  is  certainly 
stronger  today  than  in  1971,  when  he 
began  rearranging  things.  Earnings 
should  reach  $33  million,  or  $3.10  per 
share,  this  year,  and  B&H  stock  car- 
ries what  Frey  calls  a  "real  P/E"  of  14. 
But  this  is  hardly  a  story  of  graceful, 
much  less  insightful,  restructuring.  In 
the  past  decade  and  a  half  Frey  has 
bought  or  sold  more  than  60  business- 
es and  run  through  three  management 
teams.  And  after  all  Frey's  handiwork, 
B&H  is  still  best  known  for  the  cam- 
eras it  stopped  selling  in  1979.  More 
than  that,  at  $40  per  share,  its  stock 
has  underperformed  the  S&P's  500  by 
nearly  20%  during  his  tenure.  Finally, 
all  that  shuffling  of  product  lines  has 
still  left  soft  spots. 

Granted,  B&H  was  a  mishmash  of 
low-profit  businesses  when  Frey  took 
over  in  1971  from  Peter  Peterson,  who 
went  on  to  become  Secretary  of  Com- 
merce to  President  Nixon  and  later 
chairman  of  Lehman  Brothers.  Frey 
had  spent  17  years  at  Ford,  where  he 
ran  the  company's  race  car  program 
and  helped  launch  the  Mustang.  Later 
he  put  in  2lA  years  as  president  of 
General  Cable  Corp.  Frey  had  been  an 
outside  director  of  B&H  for  just  nine 
months  before  being  tapped  as  its 
chairman.  It  was  meager  preparation 
for  running  an  ailing  conglomerate. 

With  a  Ph.D.  in  metallurgy,  Frey 
still  seems  more  comfortable  discuss- 
ing new  technologies  than  financial 
ratios.  "Don  tends  to  view  life  [as 
though]  another  product  will  fix  the 
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Kodak  introduces 
a  feature  never  before 
available  on  a  high-speed 
walk-up  copier 


The  new  Kodak  Ektaprint  235  copier-duplicator.  It  turns 
out  copies  at  the  rate  of  85  a  minute,  5100  an  hour.  And  it 
saves  you  more  time  by  doing  complicated  jobs  like  chapter- 
ization,  slip-sheeting,  cover  insertion  and  even  two-sided 
copies  from  one-  and  two-sided  originals,  automatically. 
But  that's  only  part  of  the  story. 

You'll  also  find  the  235  easy  to  use.  The  new,  user- 
friendly  control  panel  can  reduce  setup  time  dramatically. 
It's  all  part  of  the  Kodak  advantage:  leading  technology, 
proven  reliability  and  the  best  service  in  the  business. 
Reaffirmed  by  independent  surveys,  year  after  year.  For 
details,  send  the  coupon,  or  call  1 800  44KODAK 
(1  800  445-6325),  Ext  611. 

Leading  technology: 
the  Kodak  advantage 


Eastman  Kodak  Company,  CP6322 
Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  


Name. 
Title  _ 


Company. 
Address- 
City  


State. 


ZIP_ 


Telephone!  1_ 


Bell  &  Howell  President  Gerald  Schultz 
"I  thought  they  made  cameras." 


problem,"  says  one  former  employee. 
"He's  always  looked  for  Mustangs." 

Frey  hasn't  found  many  Mustangs, 
but  he  has  taken  B&H  out  of  dozens  of 
weak  businesses,  leaving  five  core 
units,  each  with  significant  market 
share.  The  strongest  are  Phillipsburg, 
which  manufactures  mail-handling 
equipment,  and  Merrill,  a  publisher  of 
science  and  math  textbooks.  Other 


bright  spots  include  a  joint  venture 
with  Paramount  and  Columbia  Pic- 
tures to  duplicate  videocassettes  and 
a  promising  attempt  to  put  General 
Motors'  parts  catalog  on  optical  disc. 

But  much  of  B&H's  time  and  mon- 
ey has  been  poorly  spent.  Frey  hung 
on  to  the  consumer  photography  and 
Ditto  duplicating  businesses  well  af- 
ter they  had  coughed  up  their  last 


profits.  B&H  bailed  out  of  its  poorl' 
managed  instrumentation  business 
which  made  flight  recorders  and  nigh 
vision  systems,  in  1983.  Last  year  i 
took  an  $1 1  million  writedown  on  it; 
domestic  audiovisual  unit — after  ill 
fated  experiments  with  educationa 
software,  computer  graphics  and  por 
table  video  presentation  systems. 

Frey's  record  in  buying  new  busi 
nesses  has  been  poor,  too.  Of  37  acqui 
sitions,  he  can  point  with  pride  t< 
only  1:  last  year's  $93  million  pur 
chase  (from  Xerox)  of  University  Mi 
crofilms  International,  which  repub 
lishes  newspapers  and  other  reading 
material.  "It's  our  finest  moment  or 
the  purchasing  side,"  says  Frey.  "Tha 
put  us  on  the  front  rank  of  database 
publishing."  The  losers  include  an  ac 
counting  home-study  course  and  vi 
deocassettes  for  cruise  ships.  Phillips 
burg  and  Merrill,  the  strongest  divi 
sions,  trace  their  origins  to  1957  anc 
1967,  long  before  Frey  came  on  board 

B&H's  progress  also  has  been  ham 
pered  by  the  revolving  door  in  the 
executive  suite.  Just  4  of  the  21  offi 
cers  who  worked  under  Frey  in  1981 
are  with  B&H  today.  Frey  calls  thi 
the  "Rule  of  Three."  He  explains,  "Tc 
restructure  a  company  seriously,  you 
go  through  at  least  three  sets  of  man 
agement,  counting  the  first  set  as  the 
set  that  was  here  when  you  came." 


WE  GO  OUT  OF  OUR  WAY  TO  KEEP  OUR  CUSTOMERS  H  APR 


When  the  circus  comes  to  town,  it's  not  just  fun  and 
games.  Every  week,  Ringling  Bros,  and  Barnum  ck  Bailey 
Circus  has  to  load  all  three  rings  onto  the  train  and  move 
along  to  the  next  city.  The  schedules  are  tight .  The  dates 


are  firm.  So  the  transportation  has  to  be  dependable. 
And  that  includes  the  vehicles  that  carry  the  Big  Top  i 
and  from  the  train.  Which  is  why  Ringling  Bros,  rents 
from  Ryder.  One  call  to  1-800-446-5511,  from  anywhen 
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Frey's  latest  heir  apparent  is  Gerald 
Schultz,  45,  who  was  named  presi- 
dent in  January.  Schultz  came  to  Bell 
&  Howell  in  1982  from  Hoover  Uni- 
versal, an  Ann  Arbor,  Mich. -based 
maker  of  auto  parts  and  plastics  now 
owned  by  Johnson  Controls.  At  the 
time,  he  says,  "I  thought  they  made 
cameras." 

A  financial  man  who  is  as  comfort- 
able with  numbers  as  Frey  is  with 
technology,  Schultz'  task  will  be  to 
keep  B&H  growing  10%  to  15%  annu- 
ally. "Three  years  from  now  we  hope 
to  be  able  to  show  we're  making  con- 
sistent progress,"  he  says.  But  he  ad- 
mits that  "the  hurdle's  getting  high- 
er." Earnings  fell  15%,  to  $11.3  mil- 
lion, in  the  first  half  of  1986  despite  a 
12%  increase  in  sales,  largely  because 
of  a  slump  in  videocassette  duplicat- 
ing and  weak  textbook  sales. 

Schultz'  biggest  concern  is  the  mi- 
crofilm segment,  which  provides  3 1  % 
of  sales  but  only  13%  of  operating 
profits.  Microfilm  is  a  mature,  low- 
margin  business.  With  industry  sales 
flat,  the  division's  pretax  earnings  fell 
nearly  50%  last  year.  Earnings  grew 
30%  in  the  first  half  of  1986,  largely 
because  of  last  year's  $42  million  pur- 
chase of  Bekins  Record  Management 
from  Minstar.  "The  business  is  under- 
going a  fundamental  change  from  film 
to  electronics,"  says  Schultz.  "We're 


Bell  &  Howell's  Skokie,  III.  headquarters 
Still,  there  are  some  soft  spots. 


continuing  to  invest  in  the  business 
to  build  on  the  strength  we  have."  But 
B&H  has  had  trouble  with  mature 
businesses  before. 

Another  soft  spot  is  the  DeVry  Inc. 
technical  school,  touted  as  recently  as 
1984  as  one  of  B&H's  hotter  pros- 
pects. Slow  to  respond  to  a  declining 
population  of  18-to-24-year-olds  and 
the  waning  popularity  of  the  comput- 


er service  and  other  electronics 
courses  that  account  for  85%  of  en- 
rollment, DeVry  has  seen  earnings  de- 
cline for  three  years. 

Don  Frey  recently  told  a  group  of 
college  students  about  the  "10  les- 
sons" he  has  learned  running  B&H. 
Number  11  could  be  that  15  years  is  a 
long  time  to  take  turning  a  company 
around.  ■ 


in  the  country,  brings  exactly  the  right  vehicles  for  the 
job.  Reliable,  cost-effective  transportation  that's  there 
when  they  need  it.  And  not  there  when  they  don't. 
For  dependable  solutions  to  your  own  short-term 


transportation  problems,  see  your  Ryder  representative. 
And  let  us  help  you  get  your  show  on  the  road. 


K  RYDER.  THE  RIGHT  MOVE. 


1986  Ryder  Truck  Rental  Inc. 
A  Ryder  System  Company. 
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On  the  Docket 


Sometimes  important  precedents  can  be 
made  in  obscure  jurisdictions.  Consider 
Union  Mutual  Life  Insurance  s . . . 

Metamorphosis 
in  Maine 


By  Laura  Meadows 

Keep  an  eye  out  for  a  low-pro- 
file  mutual  insurance  compa- 
ny from  Maine.  By  the  end  of 
last  month  Union  Mutual  Life  Insur- 
ance Co.  ($5.6  billion  assets)  was  ex- 
pected to  launch  one  of  the  largest 
initial  public  offerings  in  stock  mar- 
ket history — potentially  as  much  as 
$850  million — transforming  itself 
from  mutual  status  into  that  of  a  pub- 
licly owned  stock  corporation. 

So  what,  you  ask?  Consider  this: 
Overall,  mutual  life  insurance  compa- 
nies control  some  $429  billion  in  as- 
sets, one  of  the  largest  piles  of  private- 
ly managed  investment  capital  in  the 
U.S.  economy.  By  converting  to  stock 
ownership,  Union  Mutual  will  thus 
become  the  first  significant  mutual 
insurer  to  capitalize  on  those  assets 
on  Wall  Street. 

A  number  of  other  mutual  insurers, 
including  such  well-known  firms  as 
Equitable  and  John  Hancock,  have 
made  no  secret  of  their  own  interest 
in  converting  to  stock  ownership.  But 
until  Union  Mutual 's  conversion,  no 
one  really  knew  how  much  it  might 
cost  or  what  disruption  might  be  vis- 
ited on  the  proceedings  by  litigation- 
minded  policyholders,  technically  the 
owners  of  any  mutual  insurer,  or  by 
corporate  raiders.  Now  the  mutuals  in 
the  observation  gallery  find  Union's 
success  reassuring.  "It  shows  a  clear 
contemporary  path  to  demutualiza- 
tion,"  says  Raeburn  Hathaway  Jr.,  se- 
nior vice  president  at  John  Hancock. 

For  any  mutual  company,  the  big- 
gest difficulty  in  converting  to  stock 
ownership  involves  coming  up  with 
an  acceptable  formula  for  compensat- 
ing policyholders  for  their  loss  of 


"ownership"  in  the  company.  In 
Union  Mutual's  case,  the  formula  was 
developed  through  18  months  of  legal 
proceedings  involving  not  just  policy- 
holders but  Maine  legislators  and  in- 
surance industry  regulators  as  well. 
Result?  A  settlement  that  boiled 
down  to  individual  cash  payouts  to- 
taling slightly  less  than  $160  million, 
with  individual  payments  to  small 
policyholders  running  from  $612  to 


$2,500.  Larger  policyholders  will  be 
eligible  for  stock  alone. 

The  deal  came  about  partly  as  a 
result  of  pressure  from  a  group  of  dis- 
sident policyholders  led  by  Franklin 
Beach,  a  Union  Mutual  broker  in 
Memphis,  Tenn.  The  group  com- 
plained that  an  early  valuation  formu- 
la put  forth  by  management  used  ul- 
traconservative  accounting  principles 
to  calculate  the  value  of  the  cash  sur- 
plus on  Union's  books.  Union  origi- 


nally claimed  the  surplus  was  $26-1 
million,  while  the  policyholder  grout I 
argued  that  the  true  surplus  was  morel 
than  $650  million. 

The  dissidents  next  began  coml 
plaining  that  the  compensation  fori 
mula  also  failed  to  take  proper  acl 
count  of  Union's  worth  as  a  goinJ 
concern — a  notion  that  would  havel 
pushed  the  amount  of  compensation 
to  an  estimated  $2  billion.  However  I 
dissidents  abandoned  their  claim  foil 
"going  concern"  compensation  afteil 
Union's  management  said  it  woulcj 
accept  the  higher  valuation  on  thel 
cash  surplus. 

Is  the  total  compensation  package,! 
valued  at  $652  million,  fair  return  foil 
Union's  163,000  policyholders?  In-I 
vestment  banker  P.  Richard  Bauer,  a 
E.F.  Hutton,  which  advised  the  state 
of  Maine  on  the  transaction,  says  yes. 
"It's  difficult,"  he  says,  "for  owners  tc 
collect  going-concern  value  unless 
you're  selling  the  whole  business  to 
the  highest  bidder  in  a  takeover  con- 
test." To  have  a  new  issue  snapped 
up,  its  offering  price  must  hold  at 
least  some  promise  of  further  price 
rises  in  the  secondary  market.  Other- 
wise, why  would  anyone  buy  it  as  am 
initial  offering? 

Converting  to  stock  ownership  is, 
of  course,  risky  for  any  mutual's  man- 
agement. Sure,  a  publicly  traded  com- 
pany can  finance  growth  by  simply 
printing  paper — showering  options  on 
its  management  in  the  process.  But 
once  a  company's  stock  is  available 
on  the  open  market,  it's  open  season 
for  any  raider. 

How  is  Union  dealing  with  this 
problem?  Taking  advice  from  its  in- 
vestment bankers  (Goldman,  Sachs) 
and  from  its  outside  counsel  (Skad- 
den,  Arps),  Union  filled  its  articles  of 
incorporation  with  tough  antitake- 
over provisions,  many  borrowed  from 
regulations  adopted  in  the  1970s  to 
help  financially  strapped  mutual  sav- 
ings banks  convert  to  stock  owner- 
ship. These  include  an  80%  voting 
requirement  for  major  transactions, 
no  cumulative  voting,  and  staggered 
terms  for  board  members.  "They  have 
not  taken  every  protection  available, 
but  they  have  taken  the  ones  that  are 
appropriate,"  says  Thomas  Bateman, 
a  Skadden,  Arps  partner. 

With  Union  showing  the  way,  will 
others  be  far  behind?  For  now  at  least, 
most  seem  to  be  taking  a  wait-and-see 
attitude.  But  that  may  eventually 
change.  After  all,  thanks  to  some  clev- 
er legal  maneuvering  Down  East,  the 
seductive  scent  of  Wall  Street  has  at 
last  begun  seeping  into  mutual  insur- 
ance company  boardrooms  across  the 
country.  ■ 
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The  facility  of  tomorrow. 


The  Austin  Method  was  conceived  as  a  system 
to  coordinate  design,  engineering  and 
construction  to  ensure  that  a  building  would 
be  completed  on  time  and  within  budget. 

Today,  it  is  proving  to  be  the  optimum  way 
of  creating  the  facility  of  tomorrow.  Austin's 
single-source  approach  applies  all  the 
requisite  talents  and  resources  toward  one 
goal—a  facility  designed  to  function  as 
effectively  25  years  from  now  as  it  does  today. 

If  you  are  trying  to  develop  the  ultimate 
solutions  for  your  facility  problems,  you 
should  talk  with  Austin.  You  will  benefit  from 
the  traditional  cost-  and  time-saving  of  The 
Austin  Method.  You  will  also  benefit  from  the 
sophistication  that  Austin  brings  to  the 
creation  of  the  facility  of  tomorrow. 

The  Austin  Company,  Cleveland,  Ohio 
44121.  (2I6)  382-6600. 


THE  AUSTIN 
COMPANY 


CONSULTANTS 


CONSTRUCTORS 


TLANTA.  CHICAGO.  CLEVELAND,  HOUSTON.  KANSAS  CITY.  LOS  ANGELES.  NEW  YORK  SEATTLE  •  AMSTERDAM,  LONDON.  MADRID.  SYDNEY.  TORONTO/MILAN.  SAO  PAULO 


With  TIME®  Magazine.  And 
with  your  business.  Not  the 
same  business,  you  say.  The  same 
business  needs,  we  say.  You  both 
have  to  move  fast  to  meet  fast- 
changing  situations.  And  with  our 
AT&T  family  of  digital  services, 
you  both  can. 

TIME  needs  information 
instantly,  accurately,  reliably  at  all 


times  so  they  can  turn  on  a  dime, 
if  need  be,  to  change  a  cover  story 
with  late-breaking  news. 

You  need  information 
instantly,  accurately,  reliably  so 
you  can  make  sound  business 
decisions  based  on  the  facts  in  a 
quick-moving  world. 

What  kind  of  information?  It 
depends  on  your  business. 


Maybe  better  control « 
inventory. 

To  find  out  where  proc 
are,  in  what  warehouse,  in  i 
part  of  the  world,  so  your  cc 
pany's  production  doesn't  g: 
to  a  halt. 

So  you  don't  lose  a  sale  du 
a  perceived  lack  of  proc 
Or  maybe  to  get  your  1 


S6  AT&T   TIME*  is  a  registered  trademark  of  Time  Inc.    Simulated  TIME*  cover  Used  with  permission. 


itns  and  graphic  designs  out 
your  plants  and  offices  all 
Isr  the  country  so  everybody's 
mediately  in  sync  with  what 
E  new  direction  is. 

Your  AT&T  account  team 
j  n  work  with  you  to  design  a 
&ntal  network  tailored  to  your 
irticular  needs. 

Just  as  we  did  with  TIME. 


Their  system  includes 
AT&T  SKYNET®  Digital 
Service  and  AT&T  ACCUNET® 
T1.5  Service.  Both  are  part  of  the 
AT&T  family  of  digital  services— 
the  most  extensive  digital  network 
in  the  country. 

Via  AT&T  satellite,  SKYNET 
Digital  Service  transmits  data, 
video,  graphics  and  voice— 


"«»•. 

" — 

anything  that  can  be  digitally 
encoded. 

ACCUNET  T1.5  Service 
sends  digitally  encoded  signals 
by  land. 

Together  they  enable  TIME 
to  transmit  a  page  with  text  and 
color  to  its  plants  all  over  the 
U.S.A.  in  under  a  minute. 

A  full-color  cover  in  less  than 
two  minutes. 

The  new  story  rolls  off  the 
presses  in  less  than  24  hours. 

Let  us  work  with  you  to  show 
you  how  our  family  of  digital 
services  can  help  your  business 
send  and  receive  data.  Nationally 
and  internationally. 

With  the  same  speed,  accu- 
racy and  reliability  TIME  depends 
on  for  its  magazine. 

All  the  more  reason  to 
choose  AT&T. 

Talk  with  your  account 
executive  at  AT&T. 

Or  one  of  our  sales  specialists 
at  1  800  222-0400. 


AT&T 

The  right  choice. 


In  1927,  when  "The  Lone  Eagle"  braved  the  Atlantic,  Allendale 
had  been  a  risk  taker  for  92  years. 


When  the  Spirit  of  St.  Louis  touched  down  in  Paris, 
Allendale  had  already  established  a  North  American  pres- 
ence serving  companies  across  the  country  for  92  years. 

Today  at  Allendale,  we  continue  to  shape  the  history  of 
loss  control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

Throughout  the  years  we've  been  more  than  an  ordi- 


nary insurance  company.  Commitment  to  our  insureds 
goes  well  beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  part  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  PO.  Box 
7500,  Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


Numbers  Game 


Scarred  by  the  games  many  S&Ls  have 
Mayed  with  mortgage  fee  income,  the  FASB 
\ntends  to  change  the  rules.  Its  about  time. 


Party  pooping 


By  John  R.  Hayes 


hen  it  comes  to  spoiling 
parties,  nobody  does  it  quite 
like  an  august  body  of  ac- 
countants. Just  ask  the  country's  sav- 
ings and  loan  executives.  Their  world 
has  been  looking  up  lately.  With  in- 
iterest  rates  falling,  something  like 
($300  billion  or  $400  billion  of  home 
mortgages  will  be  written  this  year, 
Kvith  the  thrifts  originating  half  of 
them.  On  nearly  all  that  volume,  bor- 
Irowers  will  have  to  pay  the  lenders 
sorigination  fees — "points"  in  the  ver- 
nacular—and  sundry  closing  ex- 
penses. Payable  up  front.  One  point 
on  $300  billion  is  $3  billion.  Taking 
points  into  income  as  they  are  paid 
■has  helped  many  a  thrift — Financial 
Corp.  of  America,  to  take  one  notable 
case  (Forbes,  July  30,  1984) — report 


healthy  profits  even  as  it  was  going 
down  the  tubes. 

Come  now  the  accountants  to 
throw  cold  water  on  the  points  game. 
Last  December  the  Financial  Ac- 
counting Standards  Board  released  an 
exposure  draft  that  would  force  S&Xs 
to  amortize  fee  income  over  the  life  of 
the  mortgage.  The  way  the  rules  are 
written,  on  a  30-year,  $100,000  mort- 
gage that  generates,  say,  $3,000  in  up- 
front fees,  the  lender  would  be  able  to 
book  as  income  only  $56  of  the  points 
annually,  as  long  as  the  loan  is  out- 
standing. Only  if  the  loan  were  pre- 
paid or  sold  could  the  fees  be  recog- 
nized earlier.  Under  current  Federal 
Home  Loan  Bank  Board  rules,  S&Ls 
may  book  up  to  2  points  plus  $400  as 
revenue  when  the  loan  closes. 

The  lenders,  of  course,  are  up  in 
arms.  In  response  to  its  exposure  draft, 


Earnings  kickers 

Most  big  thrifts  already  defer  some  origination  fees.  But  new  accounting 
rules  won't  help  earnings  and  will  probably  hurt. 

Holding  company  (headquarters) 

Assets 
(millions) 

Total 
revenues 
(millions) 

Loan 
origination 

fees 
(millions) 

Pretax 
operating 

income 
(millions) 

Financial  Corp  of  America  (Irvine,  Calif) 

$27,375 

$3,344 

$40.9 

$63.2 

HF  Ahmanson  &  Co  (Los  Angeles) 

27,229 

3,029 

46.1 

351.7 

Great  Western  Fin  Corp  (Beverly  Hills) 

25,471 

3,404 

67.8 

335.4 

CalFed  Inc  (Los  Angeles) 

19,005 

2,275 

47.0 

188.1 

Meritor  Financial  Group  (Philadelphia) 

17,153 

1,729 

46.2 

71.8 

GlenFed  Inc1  (Glendale,  Calif) 

16,387 

1,397 

60.4 

112.0 

Golden  West  Financial  Corp  (Oakland) 

12,130 

1,378 

21.6 

242.7 

First  Federal  of  Michigan  (Detroit) 

10,196 

1,115 

10.5 

79.9 

Home  Federal  (San  Diego) 

10,019 

1,148 

46.8 

117.2 

Gibraltar  Financial  Corp  (Beverly  Hills) 

9,862 

1,136 

30.3 

61.8 

Data  for  fiscal  year  1985  except  where  noted.    'Fiscal  v 

ear  ending  6/30/86 

Chas  B  Slackman 

the  FASB  has  received  nearly  1,000 
letters  all  told,  most  of  them  opposed. 
Brian  Smith,  associate  director  of  re- 
search for  the  U.S.  League  of  Savings 
Institutions,  estimates  that  if  defer- 
ring fee  income  becomes  the  generally 
accepted  accounting  practice,  reported 
profits  will  be  cut  by  "as  much  as 
70%."  Many  other  thrifts  that  have 
been  reporting  profits  would  immedi- 
ately begin  reporting  losses. 

The  thrift  executives'  defense  of  the 
status  quo?  In  essence,  they  argue  that 
writing  a  mortgage  is  one  business, 
while  earning  interest  on  a  mortgage 
is  another  business.  Who  cares  if  the 
two  businesses  are  operated  by  the 
same  people,  beneath  the  same  roof? 
As  Smith  puts  the  case:  "The  entire 
mortgage  banking  business  is  sub- 
stantial testimony  to  the  fact  that  you 
can  divorce  the  [mortgage]  origination 
function  from  the  funds-providing 
function." 

Does  that  rationale  sound  a  little 
strained?  It  does  to  many  practicing 
accountants. 

"The  borrower  doesn't  want  a  sepa- 
rate service,"  retorts  John  Stewart, 
partner  with  Big  Eight  accountants 
Arthur  Andersen  &.  Co.  "He  wants 
the  loan.  He  doesn't  want  his  home 
appraised  just  to  have  it  appraised.  He 
wants  it  appraised  so  he  can  buy  it." 
Lenders'  fees,  Stewart  is  saying,  are  a 
part  of  what  the  borrower  must  pay  to 
rent  the  lender's  money  and  should 
therefore  be  taken  into  income  over 
the  life  of  a  loan,  as  is  interest.  This 
makes  good  accounting  sense.  And  by 
limiting  a  thrift's  ability  to  slap  a  lot 
of  low-interest  mortgages  on  the 
books  while  reporting  profits  derived 
from  making  the  risky  loans,  the 
FASB's  rules  would  make  it  difficult 
for  thrifts'  income  statements  to 
thrive  while  their  balance  sheets'  rot. 

Some  thrift  managers  have  brought 
out  an  old  chestnut:  that  now  more 
than  ever  the  beleaguered  thrifts  need 
to  report  all  the  income  they  can. 
Otherwise  investors  will  continue  to 
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under  One  Roof 
in  Asia 

Save  time,  money,  and  effort  on  your 
next  buying  trip  to  Asia.  See  the 
largest  assortment  of  merchandise 
on  display  anywhere  in  the  region. 
Visit  the  Taipei  World  Trade  Center. 

More  than  163,000  square  meters  of 
floor  space,  1,689  booths  and  1,069 
showrooms  featuring  the  products  of 
more  than  2,500  domestic  and 
foreign  manufacturers.  Everything 
from  computer  peripherals  to  kiddie 
cars. 

Multilingual  staff.  Computerized 
communications.  Restaurant.  One 
of  the  most  modern,  efficient  facilities 
of  its  kind.    Make  it  your  first  stop  in 
the  Far  East. 

For  further  information,  contact  Far  East  Trade  Service,  Inc., 

Chicago  (312)  321-9338;  San  Francisco  (415)  788-4304,  788-4305;  Vancouver  (604)  682-9501; 
or  the  China  External  Trade  Development  Council,  Inc.  New  York  (212)  532-7055 


Source:  Don  Bowdren  Associates,  1985 


Ibui  window  10  td,*a',  t 

l?MM  TH/lfM" 


T4IPEI 
WDRLD 
^TR^DE  CENTER 

5  Hsinyi  Road  Section  5,  Taipei  Taiwan  ROC 
Tel  (02172S1111      Tele*  28094  TPEWTC  &  10571  TPEWTC 
Operated  by 

China  Erternal  Trade  Development  Council 


steer  capital  elsewhere.  This  was  h 
hind  the  Federal  Home  Loan  Bai 
Board's  1980  decision  to  allow  tl 
S&Ls  to  take  more  fee  income  in 
earnings  than  was  previously  allowe 

"Those  arguments  are  complete 
irrelevant,"  replies  Peter  Horoszk 
manager  of  the  FASB's  loan  fees  pre 
ect.  "The  board  is  here  for  the  purpo  _ 
of  improving  financial  reporting,  ail 
if  it  tells  you  your  baby's  ugly,  th< 
your  baby's  ugly." 

Some  major  thrifts,  including  mar 
in  the  table  on  page  97,  already  defei 
considerable  amount  of  fee  incon 
and  will  be  hurt  less  than  more  agre 
sive  thrifts.  Even  these,  however,  a 
hoping  the  accountants  will  relax  ot 
er  proposals  in  the  exposure  draft. 

Take  costs.  The  FASB's  draft  wou  I 
require  lenders  to  expense,  immeel 
ately,  all  the  costs  of  making  a  loa  I 
But  expensing  the  costs  of  makir 


"The  board  is  here  for  the 
purpose  of  improving 
financial  reporting,  and  if 
it  tells  you  your  baby's  ugh 
then  your  baby's  ugly." 


mortgages  while  capitalizing  fee  ii 
come  strikes  many  S&L  executives  i 
inconsistent  and  unfair. 

In  theory,  that  may  be  a  good  poin 
But  where,  in  practice,  do  you  dra 
the  line?  What  costs  are  associate 
with  which  loans?  Advertising  mor 
gage  rates  is  obviously  a  cost  of  doit 
business,  but  it's  unlikely  that  tfc 
FASB  will  permit  advertising  and  otl 
er  solicitation  expenses  to  be  capita 
ized.  Presumably,  lenders  would  als 
like  to  capitalize  some  personne 
data  processing,  rent  and  other  ove 
head  costs.  The  FASB  will  certain! 
not  allow  many  of  these  to  be  capita 
ized.  But  expect  the  accountants  t 
yield  some  ground  on  the  cost  issu 
by  the  time  the  final  rules  are  writte 
in  December. 

It  is  useful,  if  a  little  depressing,  t 
remember  that  as  accounting  rule 
change,  the  accountants  are  almos 
always  a  few  years  behind  business 
men  intent  on  bending  new  rules  t 
their  advantage.  Listen  to  Bertill  Gus 
tafson,  senior  vice  president  of  Grea 
Western  Financial  Corp.:  "Some  pec 
pie  have  been  saying,  'Well,  we'll  ori£ 
inate  loans  and  sell  them  to  Horn 
Savings  or  whomever,  and  Home  Sav 
ings  can  originate  loans  and  sell  ther 
to  Great  Western  or  whomever.  The: 
we  would  all  be  able  to  take  incom 
on  the  fees.'  " 

Far  from  being  over,  Gustafson  i 
saying,  the  thrifts'  points  party  is  jus 
preparing  to  move  down  the  hall.  ■ 
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PRESENTING  THE 
VORLD'S  FIRST  PERSONAL 

BUSINESS  COPIER. 
ANYTHING  LESS  IS  JUST 
A  PERSONAL  COPIER. 


a 

4 

We  have  nothing  personal 
^inst  personal  copiers.We  sim- 
want  you  to  know  you  have  a 
y  compelling  alternative, 

Which  is  quite  important, 
ecially  when  you  consider 
it  over  80%  of  the  personal 
t  iers  sold  are  actually  being 
'  d  in  business,  where  capa- 
y  is  everything. 

MUCH  MORE  THAN 
PERSONAL  COPIER. 

And  that's  precisely  why 
hiba  developed  the  BD-3110 
sonal  Business  Copier. 

It  does  things  the  leading 
sonal  copier  can't. 

Let's  start  at  the  begin- 
y,  with  paper  capacity 

The  Toshiba  Personal 
:»ness  Copier  holds  250  sheets 
paper.  Personal  copiers  are 
ted  to  100. 

Our  copier  can  make 
:  0  copies  a  month,  many  per- 
al  copier  makers  recommend 
than  600. 

Continuing  right  along, 
Toshiba  Personal  Business 
i)ier  offers  edge-to-edge 
iies.The  leading  PC  doesn't. 
We  provide  a  straight 


paper  path,  theirs  is  convoluted. 

In  addition,  the  user- 
friendly  Toshiba  BD-3110  gives 
you  color  on  virtually  any  stock. 
From  statement  size  to  legal  size. 

HALF  THE  COST 
PER  COPY. 

Our  Personal  Business 
Copier  gives  you  10  copies  a 
minute  at  about  half  the  cost  per 
copy  of  the  leading  PC.  Along 
with  the  convenience  of  push- 
button exposure  control  and  easy- 
to-read  LCD  display.  And  the 
beauty  of  a  slim  design  that  is 
smaller  than  an  office  typewriter. 

For  even  more  reasons 
why  the  Toshiba  BD-3110  is 


much  more  than  a  personal  cop- 
ier, simply  fill  out  and  mail  our 
coupon.  Or  call  1-800-457-7777. 
Quality  in.  Quality  out. 

6IVE  ME 
ALL  THE  FACTS. 

Tell  me  more  about  Toshiba's  Personal 
Business  Copier. Call  1-800-457-7777  or 
mail  coupon  to :  Toshiba  America,  Inc. , 
Copier  Product  Division 
2441  Michelle  Drive 
Tustin.CA  92680. 

Name  


Company  _ 
Address— 
City  


-State  Zip. 


Phone_L 


F 10206 


In  Touch  with  Tomorrow 

TOSHIBA 


COMPANY. 


A  longer  prime  of  life  means  growth  for  0-l's 
long  term  health  care  business. 


A  key  element  in  our  profitable  growth  strategy  is  the  long  term  health  care 
9  iness.  Our  subsidiary,  Health  Care  and  Retirement  Corporation  of  America, 
fciready  the  fifth  largest  investor-owned  operator  in  this  high-return  business— 
i  growing  rapidly. 

America  is  growing  older  and  more  affluent.  And  senior  citizens  are  in- 
*  isingly  seeking  a  distinctive  lifestyle  and  high  quality  care.  HCR's  strategy  is 
I  e  the  provider  of  choice— offering  the  best  in  long  term  care,  assisted  living 
|:  retirement  communities.  We're  regularly  making  acquisitions  which  fit  this 
3  itegy,  and  will  add  several  thousand  beds  in  1986. 

HCR  is  also  the  largest  developer  of  nursing  homes  in  the  United  States — 
ustructing  extended  care  and  other  health  related  facilities  for  itself  and 
prs.  In  addition,  HCR  leads  in  the  renovation  of  existing  facilities, 
I'  intends  to  offer  this  service  on  a  national  scale. 

:  Studies  indicate  the  need  for  an  additional  1.6  million  nursing  home  beds 
I  he  year  2000,  or  double  the  number  available  today.  And  HCR  will  continue 
f  lay  a  leading  role  in  responding  to  this 
[  losive  demand — providing  the  finest  in 
i  lity  care  and  services  for  a  targeted 
t  ment  of  this  market. 

Owens-Illinois.  A  $3.7  billion  global 
luiization  focused  on  profitable  growth, 
c i  should  get  to  know  us  better.  The 

gnosis  is  excellent.  OWENS-ILLINOIS 

Toledo,  Ohio  43666 


Mow  you  can  advertise  in  China's 
first  general  business  magazine . . . 


INTERNATIONAL  BUSINESS  AND  MANAGEMENT 


A  new  monthly  business  magazine  directed  to 
25,000  business,  trade  and  government  officials 
in  the  Peoples  Republic  of  China. 


International  Business  and 
Management  will  be  jointly  pub- 
lished by  Business  Week  and 
International  Management  and 
the  China  Foreign  Economic 
Relations  and  Trade  Publishing 
House  (an  organization  associated 
with  the  Chinese  Ministry  of  For- 
eign Economic  Relation  and  Trade). 

International  Business  and 
Management  will  consist  of  arti- 
cles translated  into  Chinese  from 
Business  Week,  Business  Week 
International,  and  International 


Management,  all  McGraw-Hill 
publications. 

International  Business  and 
Management  will  bring  to  the 
Chinese  business  community  a 
wide  variety  of  business  and 
economic  news,  financial 
trends,  management  tech- 
niques, and  product  and 
marketing  developments. 

Ads  will  be  translated  into 
Chinese  and  inquiries  will  be 
translated  into  English — at  no 
additional  cost  to  advertisers. 


For  more  information  contact  your  Business  Week  or  International  Management 

representative,  OR: 


NORTH  AMERICA 
LATIN  AMERICA 

Charles  L.  Menatti 
Business  Week  International 
1221  Avenue  of  the  Americas 
New  York,  NY  10020 
(212)  512-3867 
Telex:  232365  (RCA) 


EUROPE 

Kenneth  Davey 
Business  Week/Paris 
(1)42-89-03-81 
Telex:  642230  MCGHPUB 


ASIA 
Paul  Ishii 

Business  Week/Tokyo 
(3)  581-9811 
Telex:  22507 


Taxing  Matters 


first  a  trickle,  now  a  flood,  the  rush  to 
disincorporate  is  under  way. 


Tax  reform's 
tax  dodge 


By  Laura  Saunders 


!|VT  ITH  THE  TAX  BILL'S  PASSAGE, 

individual  tax  rates  will  be 
WW  lower  than  corporate  rates  for 
le  first  time  in  decades  (Forbes,/z/«<? 
6).  Does  that  mean  wealth  is  better 
eld  in  a  noncorporate  form?  Several 
irewd  minds  seem  to  think  so. 
From  oil  companies  to  a  motel 
thain,  from  home  builders  to  a  mort- 
age banker  to  Boone  Pickens'  Mesa 
etroleum,  firms  that  can  get  all  or 
art  of  their  assets  out  of  corporate 
Drm  and  into  something  else  are  do- 
iig  so.  Reports  Keith  Wilson,  a  man- 
ger at  Price  Waterhouse:  "The  tables 
e  crammed  full  of  [disincorporation] 
leals  due  out  before  year-end  that 
aven't  been  filed  with  the  SEC." 
I  What  kinds  of  deals?  Several  large 
j  ublic  companies  are  disincorporat- 
ing by  putting  their  assets  into  master 
i  mited  partnerships.  But  these  are 
HlLPs  with  a  difference.  They  are  not 
pitended  to  self-liquidate  over  time, 
:  ke  royalty  trusts.  Instead,  the  idea  is 
t  3r  them  to  be  active,  growing  busi- 
nesses with  units  that  trade  on  the 
ixchanges,  like  corporate  shares. 
;  Unlike  corporations,  however,  the 
i  ILPs  will  pass  profits  and  losses  di- 
v;ctly  through  to  their  owners.  Thus 
Ihe  owners  will  skip  corporate  in- 
come taxes  and  pay  only  individual 
jaxes — at  a  top  rate  of  28% — on  the 
i'ssets'  earnings.  Single  taxation  at  re- 
duced rates.  Attractive  attraction, 
i  Example:  UDC-Universal  Develop- 
i|ient,  a  Chicago  home  builder,  con- 
certed to  an  MLP  in  July  1985.  As  a 
orporation  it  paid  nearly  50%  of  its 
arnings  in  taxes.  Now  it  pays  nothi- 
ng. As  before  the  conversion,  UDC 


Lhas  ti  Mackman 

reinvests  25%  of  pretax  earnings  in 
the  business,  yet  has  three  times  as 
much  earnings  available  for  distribu- 
tion to  investors.  By  1988,  when  tax 
reform's  final  rates  kick  in,  the  effec- 
tive top  rate  on  the  earnings  UDC's 
shareholders  receive  will  have  fallen 
to  28%.  In  1984,  UDC's  last  full  year 
as  a  corporation,  the  effective  rate  on 
distributed  earnings  for  top-bracket 
taxpayers — corporate  plus  individual 
taxation — was  75%. 

"There  were  no  midnight  flashes," 
says  UDC  Chief  Executive  Gary  Ro- 
senberg, a  tax  and  securities  lawyer. 
"Orthodox  value  analysis  drove  us  to 
it.  We  were  generating  a  great  deal  of 
positive  cash  flow  that  we  didn't  need 
in  the  business.  The  result  is  a  much 
higher  yield."  Whereas  UDC  paid  out 
6%  of  earnings  in  1984,  now  the  com- 
pany is  paying  out  72%.  Rosenberg, 
not  coincidentally,  owns  20%  of  the 
company. 

Two  other  home  builders  have  gone 
UDC's  route.  McLean,  Va. -based 
NVHomes  became  an  MLP  last  April. 
Now  the  smallish  (1985  sales,  $114 
million)  builder  has  announced  its  in- 
tention to  take  over  $566  million 
(sales)  Ryan  Homes,  a  corporation. 
Outside  brains  rumored  to  be  behind 
the  deal:  Drexel  Burnham  Lambert. 
True  or  not,  the  fellows  at  Drexel  are 
definitely  involved  in  Motel  6's  MLP 
conversion.    With   the   backing  of 


Drexel  and  Kohlberg  Kravis  Roberts, 
the  buyout  people,  Motel  6  is  expect- 
ed to  sell  $100  million  worth  of  part- 
nership units  in  this  lodging  chain  to 
the  public  before  year's  end.  Drexel 
plans  to  be  at  the  forefront  of  financ- 
ing MLP  operating  companies. 

Some  companies  are  combining  the 
incorporated  and  disincorporated 
forms.  Commonwealth  Financial 
Group,  a  $1.6  billion  (assets)  Houston 
mortgage  banker,  is  putting  its  mort- 
gage origination  and  servicing  divi- 
sion, a  cash  cow,  into  an  MLP.  The 
firm  is  expected  to  sell  38%  of  the 
MLP,  worth  $230  million  or  so,  to  the 
public  soon.  Likewise,  Freeport- 
McMoRan  sold  all  of  its  sulfur,  phos- 
phate and  geothermal  operations, 
bundled  into  an  MLP,  to  the  pub- 
lic in  June  for  $238  million. 
Will  the  public  receive  these 
deals  as  eagerly  as  Wall  Street  appears 
set  to  promote  them?  The  advantages 
are  obvious:  yields  of  9%  or  10% — 
which  beat  yields  on  most  stocks  and 
bonds — plus  the  ability  to  grow.  Nor 
does  changing  the  legal  form  of  own- 
ership, from  a  corporation  to  a  limited 
partnership,  pose  a  liability  problem. 
For  the  limited  partners,  liability  is  no 
more  than  the  amount  of  the  invest- 
ment. And  in  partnerships  where 
there  is  substantial  depreciation  (as 
with  Motel  6)  or  mortgage  servicing 
rights  to  amortize  (like  Common- 
wealth), the  tax  benefits  work  to  re- 
duce the  individual  partners'  tax  bills. 

Are  there  no  pitfalls?  Of  course 
there  are.  Dangerous  ones. 

Because  of  the  intricacies  of  part- 
nership taxation,  it  may  be  difficult 
for  investors  who  get  a  fat  quarterly 
check  to  tell  whether  an  MLP  is  really 
growing  soundly  or  is  actually  liqui- 
dating itself  slowly,  and  giving  back 
to  investors  part  of  their  own  money. 
"I'd  be  careful,"  warns  UDC's  Rosen- 
berg. "Very  high  yields  often  come  at 
the  expense  of  the  future." 

It's  also  important  that  general 
partners  and  their  limited  partners 
have  what's  called  "commonality  of 
interest."  That  means  the  general 
partners  shouldn't  get  rich  at  the  lim- 
ited partners'  expense.  Big  fees  to  the 
general  partners  are  always  a  warning. 
Advises  Price  Waterhouse's  Wilson: 
"I'd  examine  the  relationship  and  the 
fees  closely." 

There's  also  the  danger  that  Con- 
gress could  shut  down  the  MLP  game. 
How?  Simply  by  taxing  large  limited 
partnerships  as  if  they  were  corpora- 
tions. Congress  has  toyed  with  this 
idea  for  several  years,  and  some  Trea- 
sury officials  favor  the  move.  But  ab- 
sent such  drastic  action,  disincorpora- 
tion seems  certain  to  flourish.  ■ 
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WORLD  vim  1 

Swiss  Bank  Corporation's  round-the-clock  world 
view  and  analysis  are  the  keys  to  successful  foreign 
exchange,  bullion  and  money  market  service. 


to  analyze — but  to  anticipate 
trends  and  enable  split  second 
decisions. 

Its  success  is  proven  in  analys 
in  precise,  expeditious  transactioi 
and  is  reflected  in  its  "AAA"  ratiri 

Bring  Swiss  Bank  Corpora- 
tion's world  view  into  focus 
for  your  currency,  money 
market  or  bullion  transactions. 
It  could  make  a  world 
of  difference. 

Swiss  Bank 
Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 
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Main  Office  U.S.A.:  New  York,  Four  World  Trade  Center.  10048.  212/574-3000  Branches:  Chicago.  Three  First  National  Plaza.  60602.  312/346-0350 
and  San  Francisco,  101  California  Street,  94111,  415/774-3300  Agencies:  Atlanta,  235  Peachtree  St..  N  E  30303.  404/522-1600  and  Houston. 
On  ■  Allen  Center.  77002,  713/658-0561  Representative  Offices:  Dallas,  500  North  Akard  St .  75201,  214/740-3838  and  Los  Angeles. 
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For  over  a  century,  Swiss  Bank 
Corporation's  astute  world  view 
has  attracted  the  most  discerning 
clients  from  the  institutional  and 
private  sector  alike. 

In  today's  foreign  exchange 
and  money  market  service,  that 
professional  global  view  has  never 
been  more  important  for  our 
clients.  Swiss  Bank  Corporation 
maintains  24-hour  contact  with 
international  markets — not  simply 
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Foreign  Exchange  Trading  (212)  574-3901 
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Add  the  name  of  Ralph  Ingersoll  II  to  your  list  of  media  moguls, 
yriving  ambition,  a  distinguished  heritage  and  Drexel  Burriham 
financing  make  this  young  publisher  a  factor  to  be  reckoned  with 
fs  more  and  more  family  papers  pass  into  chain  ownership. 

A  quixotic  father's 
acquisitive  son 


By  Phyllis  Berman 


HE  TALKS  WITH  a  lock- 
jaw    patrician  accent 
and  is  clad  in  faultless 
ailoring.  He  writes  with  an 
ld-fashioned,  gold-tipped 
juntain  pen  and  shows  un- 
concealed pride  in  a  distin- 
uished  New  England  ances- 
ry.  Ralph  Ingersoll  II,  40,  is 
ardly  the  type  a  film  producer 
/ould  cast  as  a  tough  busi- 
essman  in  a  TV  series  on  cor- 
orate   empire-building.  But 
on't  be  put  off  by  the  fastidi- 
us  manners,  the  name-drop- 
ing  or  the  assured  French  In- 
Jersoll  uses  to  address  the 
laitre  d'  at  Manhattan's  Ho- 
!el  Carlyle  restaurant.  Far  from  being 
j  fop,  this  boss  of  a  middling-size,  but 
ist-growing  media  empire  started 
J/orking  at  14,  has  run  a  chain  of 
newspapers  since  he  was  27  and  al- 
eady  has  a  reputation  as  a  tireless 
jiursuer  of  potentially  profitable  pa- 
[j  ers  and  as  a  ruthless  cost-cutter.  The 
I  /ay  he  figures  it,  he  is  already  worth 
|;/ell  over  $100  million,  and  he  clearly 
expects  to  make  a  great  deal  more. 

Though  cut  from  cloth  different 
j|rom  many  of  his  fellow  players, 
r  lalph  Ingersoll  is  a  member  of  the 
jiircle  of  tradition-flouting,  debt-with- 
|('Ut-fear   entrepreneurs    who,  with 
H  acking  from  Drexel  Burnham  Lam- 
ji  ert  (Forbes,  Aug.  25),  are  fast  chang- 
ing the  face  of  American  finance.  In- 
{  ersoll's  chosen  field  is  newspapers. 
i;vmong  his  closest  associates  are  two 
ijif  the  most  skilled  and  ferocious  oper- 
:tors  in  the  acquisition  game,  lawyer 
i  /lartin  Lipton  and  dealster  John  Vo- 
.elstein  of  the  investment  house  E.M. 
•  Varburg,  Pincus  &  Co. 
1  The  Ingersoll  group  today  runs  32 
l.aily  newspapers  and  110  weeklies 


Ralph  Ingersoll  II 

"My  father  thought  I'd  sold  out." 


(see  map,  p.  106).  With  revenues  of 
around  $300  million,  the  group  ranks 
around  15th  among  U.S.  media 
chains.  Its  biggest  deal  to  date  was  the 
purchase  in  August  of  the  New  Haven 
Register  and  its  morning  counterpart, 
the  Journal-Courier  (total  circ: 
130,000),  for  $185  million.  (The  pa- 
pers are  actually  held  in  trust  for  an 
elderly  former  partner,  TV  producer 
Mark  Goodson.  Upon  Goodson's 
death,  the  trustee  is  obligated  to  sell 
the  paper  to  Ingersoll  at  somewhere 
near  today's  price.) 

But  this  is  obviously  only  the  begin- 
ning. Within  the  next  six  months  In- 
gersoll expects  to  raise  $150  million 
in  fresh  equity  capital — chiefly 
through  Warburg,  Pincus — and  $800 
million  in  new  debt.  Raising  the  mon- 
ey shouldn't  be  difficult:  Media  is  a 
glamour  field  today,  and  Drexel  Burn- 
ham's  July  1986  bond  offering  for  In- 
gersoll was  substantially  oversub- 
scribed. With  a  war  chest  of  more 
than  $1  billion,  Ingersoll  will  be  gun- 
ning for  major  newspaper  properties 
and  a  chance  to  prove  that  he  can 


produce  at  least  one  that  is 
editorially  distinguished. 

Ralph  Ingersoll  II  wants  to 
make  a  great  deal  of  money. 
But  more  than  money  he 
wants  respect  and  revenge. 
Here's  the  story. 

Ingersoll's  father  was  Ralph 
Ingersoll.  A  dashing  if  some- 
what quixotic  figure,  the  fa- 
ther was  one  of  the  most  dis- 
tinguished U.S.  editors  during 
the  1930s  and  1940s  (see  box,  p. 
107)  and  a  descendant  of  the 
famed  19th-century  free 
thinker  and  agnostic,  Robert 
Ingersoll.  Unlike  his  father, 
however,  Ralph  II  so  far  has 
paid  relatively  little  attention 
to  the  editorial  side  of  the 
business.  Why?  "My  conception  of  a 
well-managed  newspaper,"  Ralph  de- 
clares, "is  the  difference  between  a 
10%  profit  margin  and  a  30%  profit 
margin." 

It  is  a  concept  that  wins  applause 
from  his  financial  backers  but  which 
helped  to  keep  father  and  son  at  each 
other's  throats  for  more  than  ten  tem- 
pestuous years.  "My  father's  view 
was  that  if  anyone  with  talent  used 
that  talent  to  make  money,  it  was 
somehow  graceless  and  unseemly. 
But  I  saw  that  all  through  his  life  my 
father  suffered  frustrations  because  he 
could  never  devote  himself  to  the  fi- 
nancial details  of  the  organizations  he 
built  and  ran.  He  came  to  believe  I  had 
sold  out  because  he  thought  I  was 
devoting  myself  mindlessly  to  the 
making  of  money.  As  the  dispute  be- 
came more  bitter,  I  just  pleaded  guilty 
as  charged." 

Before  virtually  disappearing  from 
the  main  stage  of  American  journal- 
ism, the  father  made  a  final  splash 
with  the  launching  in  1940  of  PM.  a 
tabloid-size  but  upmarket  daily  news- 


Ingersoll's  growing  empire 


The  Ingersoll  group  runs  32  dailies  and  110  weeklies  (including  2  dailies 
in  California  not  pictured).  Note  the  clusters  of  papers  flagged  on  the 
map.  That's  where  Ingersoll  is  working  to  build  readership  that  will 
exceed  that  of  the  dominant  daily  in  the  area,  thereby  drawing  away 
advertising  dollars.  In  St.  Louis,  for  example,  Ingersoll's  41  free  papers 
have  a  readership  that  is  three  times  that  of  the  St.  Louis  Globe- 
Democrat.  Ingersoll  already  dominates  grocery  advertising.  Can  it  assem- 
ble the  same  powerful  chains  elsewhere?  


Providence  area 

3  dailies 
1  weekly 


/      Philadelphia  area 

8  dailies 
41  weeklies 


paper  with  a  leftist  slant  and  a  de- 
clared intention  not  to  take  advertis- 
ing. It  was  a  quixotic  venture.  The 
newsstand  price  alone  could  not  hope 
to  sustain  the  sort  of  high-cost,  staff- 
intensive  journalism  that  Ralph  the 
father  envisioned.  And  he  was  an  ex- 
tremely poor  manager  as  well.  As  PM 
began  to  fail,  Ingersoll's  backers 
forced  him  out.  Soon  thereafter  PM 
degenerated  into  a  communist  party- 
lining  rag  and  died  in  1948.  The  fa- 
ther, finally,  went  off  to  make  mon- 
ey— not  for  himself,  apparently,  but 
in  the  hope  of  relaunching  PM.  As  a 
newspaper  manager,  rather  than  edi- 
tor, the  elder  Ingersoll  did  make  lots 
of  money,  but  mostly  for  others.  Lack- 
ing capital,  he  was  reduced  to  manag- 
ing small  newspapers  he  never 
owned,  taking  small  interests  in  each 
property  and  earning  a  salary.  All  this, 
of  course,  was  long  before  Drexel 
Burnham,  before  it  became  possible 
for  an  alert  entrepreneur  without 
much  capital  to  swing  big  deals 
through  junk  bond  financing — as 
Ralph  II  is  doing  today. 

So,  when  the  father  died,  in  1985, 
his  estate,  around  $9  million,  would 
not  have  paid  for  even  a  small  daily  or 
a  worthwhile  weekly  at  today's 
prices.  None  of  it  went  to  his  sons. 


If  Ralph  II  got  little  money  from  his 
father,  he  got  even  less  affection.  His 
real  mother  died  giving  birth  to  his 
younger  brother,  Ian.  Five  months  lat- 
er, when  he  was  2,  the  father  remar- 
ried and  left  the  two  baby  sons  with 
their  stepmother.  It  was  not  a  happy 
upbringing.  Says  Ralph  II,  "I  saw  my 
father  only  a  few  days  every  year." 

About  the  only  thing  the  father  did 
give  the  son  was  a  start  in  newspaper- 
ing.  In  1961,  when  Ralph  II  was  14,  his 
father  sent  him  $10  and  a  railroad 
ticket  to  Pawtucket,  R.I.,  where 
young  Ralph  spent  the  summer  as  a 
reporter  for  the  Ingersoll-managed  lo- 
cal newspaper.  After  being  kicked  out 
of  Groton  for  "attitudinal  difficul- 
ties"— he  refused  to  kneel  in 
church — young  Ralph  was  graduated 
from  New  York  University  and  went 
to  work  selling  advertising  for  the 
Pottstown  (Pa.)  Mercury,  managed  by 
his  father's  company.  While  his  father 
grew  older  and  less  interested  in  the 
business,  Ralph  II  thrived  in  it  and 
became  an  indispensable  number  two 
to  Chester  Spooner,  the  company's 
chief  operating  officer.  So  in  1973, 
when  Spooner  suffered  a  stroke  and 
his  father  had  lost  interest  in  the  daily 
operations,  Ralph  II,  though  only  27 
years  old,  began  running  the  1 1 -news- 


paper chain  . 

Father  and  son  never  repaired  th 
relationship.  Finally,  in  1981,  Ralpl 
forced  his  father  out  of  the  busim 
and  a  year  later  eliminated  the 
ther's  $l-million-a-year  share  of  pa 
nership  profits,  leaving  him  with  t* 
pension  of  $150,000  annually.  The 
der  Ingersoll  never  spoke  to  his  s 
again  and  never  saw  two  of  his  fc 
grandchildren. 

In  the  late  1960s  Ralph  II  inherit 
about  $500,000  from  the  estate  of 
mother,  Ingersoll's  second  wi 
Elaine  Cobb,  who  was  a  Sears,  Rc 
buck  heiress,  but  he  lost  it  all  in 
stock  market.  But  Ralph  II  had 
unintended  inheritance:  an  admi 
tion  for  his  father  explosively  mix 
with  a  desire  to  get  even  with  hi 
Last  year,  after  his  father  died,  Ing« 
soil  II  and  his  brother,  Ian,  decided 
file  suit  against  their  dad's  estate, 
part  the  court  battle  is  to  wreak  \ 
venge  on  Thelma,  their  father's  four 
wife  and  their  second  stepmother, 
woman  who,  Ralph  is  convinced,  f| 
his  father's  anger  and  encouraged  rj 
estrangement  from  his  children.  ! 
part,  too,  the  lawsuit  seeks  to  recov 
some  of  that  property  for  Ian,  a  Co 
necticut  cabinet  maker  who  consi 
tently  took  his  brother's  side  in  tl 
feuding.  All  parties  to  the  suit  agr^ 
that  Ralph  Ingersoll  doesn't  want 
penny  of  the  old  man's  money  fj 
himself. 

After  taking  charge  of  the  newspi 
per  chain  in  1973  Ralph  II  quick! 
began  modernizing  and  paring.  Fj 
spent  the  next  two  years  convertin 
his  newspapers  from  hot  metal  to  col 
type,  in  the  process  getting  rid  of  6G 
printers.  The  change  went  peaceful! 
except  for  one  strike  at  the  Chest\ 
(Pa.)  Daily  Times  in  1973.  "They  [th 
strikers]  blew  a  cop's  foot  off,  theij 
was  a  lot  of  shooting,  and  we  pull 
lished  every  day.  Eventually  thel 
damaged  our  plant,  and  we  moved  it,j 
says  Ingersoll. 

He  began  accelerating  the  pace  d 
his  acquisitions  around  1975.  HI 
would  offer  top  prices,  confident  ii 
his  ability  to  raise  the  value  of  th 
properties  by  running  them  more  effi 
ciently  than  the  old  owners.  Most  q 
those  papers  were  small,  loosely  open 
ated  family  newspapers,  like  th 
Terre  Haute  (Ind.)  Tribune-Star  (circJ 
36,000).  Like  the  other  acquisitions 
Terre  Haute  got  a  swift  dose  of  tightl 
fisted,  cost-conscious  management 
An  Ingersoll  executive  from  Lake 
ville,  Conn,  headquarters  was  sent  t(j 
make  immediate  cuts — in  staff,  newi 
content  and  the  cost  of  soliciting  ad 
vcrtising.  The  Ingersoll  newspapers 
have  a  manual  that  lays  out  in  minutt 


in* 


ci-^n  Die 


etail  strict  standards  of  performance: 
Vi  hours  to  compose  a  page  of  type; 
ost  of  solicitation  of  advertising  held 
o  12%  of  total  advertising  volume; 
0%  or  11%  (pre-Ingersoll  it  was  20%  ) 
f  a  paper's  total  budget  allocated  to 
it!  lewsroom  expense. 


At  papers  like  the  North  Adams 
(Mass.)  Transcript  there  often  were — 
and  at  New  Haven  there  still  are — 
"old  boy"  advertising  rates,  as  Inger- 
soll  calls  them.  Rates  were  kept  low 
so  as  not  to  anger  friends  or  neighbors. 
And  this  was  usually  possible  because 


the  papers  had  no  debt  and  were  oper- 
ated on  something  other  than  the 
profit  principle.  When  Ingersoll  took 
control,  advertising  rates  were  hiked 
and  news  pages  shrank.  Says  Inger- 
soll: "They  [the  sellers]  equate  what 
we  did  with  being  the  sons  of  bitches 


"Will  you  teach  me  to  make  money?" 


The  elder  Ralph  Ingersoll  had  a  dazzling  career  at 
other  people's  magazines — managing  editoi  of  The 
New  Yorker,  managing  editor  and  publisher  of  Fortune, 
publisher  of  Time  and  Life.  But  he  flopped  when  he 
started  his  own  publication,  PM,  &  Manhattan-based 
daily  that  proposed  to  guarantee  its  editorial  indepen- 
dence by  refusing  to  accept  advertising.  According  to 
Roy  Hoopes'  biography,  Ingersoll  concentrated  on  the 
editorial  side,  having  little  interest  in  managing  the 
business,  he  mishandled  circulation  problems  and  re- 
fused to  admit  that  a  quality  publication  couldn't  sub- 
sist on  readers'  nickels. 

Only  in  1946,  after  he  was  pushed  from  the  helm  of 
the  then-failing  PM  by  backer  Marshall  Field,  did  Inger- 
soll turn  to  a  friend,  newspaper  millionaire  Charles 
Marsh,  and  ask,  "Charles,  will  you  teach  me  how  to 
make  money?"  Thereafter,  for  the  last  40  years  in  his 
long  life,  Ingersoll  did  make  money.  He  became 
wealthy  enough  to  live  as  a  country  squire  in  north- 
west Connecticut  by  building  an  11 -newspaper  chain 
on  behalf  of  outside  investors.  But  he  no  longer  edited, 
nor  indeed  much  cared  about  what  went  into  the 
publications  he  managed. 

Quite  an  irony.  In  finally  achieving  financial  inde- 
pendence, he  gave  up  on 
the  editorial  ambitions  that 
had  launched  his  career. 

That  career  began  in  ear- 
nest in  1925  when  Ingersoll 
was  hired  at  the  struggling 
New  Yorker  because,  the  sto- 
ry goes,  during  his  job  in- 
terview with  editor  Harold 
Ross,  Ross  accidentally 
knocked  a  bottle  of  ink 
onto  Ingersoll's  natty  new 
Palm  Beach  suit.  Ross,  in 
embarrassment,  said, 
"Okay,  you're  on." 

Within  six  months  Ralph 
Ingersoll  was  managing 
editor  and  in  the  next  four 
years  he  originated  the 
short-essay  format  styled 
"Talk  of  the  Town,"  and 
installed  the  magazine's 
now  widely  imitated  fact- 
checking  system. 

He  caught  Henry  Luce's 
eye — like  Luce,  Ingersoll 
was  a  Hotchkiss  and  Yale 
graduate.  In  1930  Luce  en- 
listed Ingersoll  to  run  his 
five-month-old  business 
monthly,  Fortune.  Ingersoll 
had  a  cavalier  attitude  to- 


Ralph  Ingersoll,  the  father,  in  1947 
Making  money  was  graceless  and  unseemly. 


ward  advertising;  it  was  an  attitude  that  served  him 
well  as  an  editor  at  Time  Inc.  but  proved  his  undoing  at 
PM.  Even  in  1933,  when  advertising  dollars  were  hard 
to  come  by,  Managing  Editor  Ingersoll  wrote  to  an 
angry  Matson  Navigation  Co.:  "Fortune's  editorial  de- 
partment has  neither  the  right  nor  the  disposition  to 
concern  itself  with  whether  the  advertising  executives 
of  American  industry  consider  its  columns  worthy  of 
advertising.  ..." 

When  Luce  decided  to  launch  a  new  picture  maga- 
zine called  Life,  Ingersoll  became  editor  and  publisher. 
By  that  time,  Ingersoll,  who  had  worked  closely  with 
Archibald  MacLeish — a  Fortune  writer  in  passionate 
sympathy  with  Roosevelt — had  become  a  fervent  New 
Dealer  himself.  That  did  not  sit  at  all  well  with  Repub- 
lican Luce.  Ingersoll  wrote  Luce  at  one  point,  "Many 
sincere  and  intelligent  people  have  satisfied  them- 
selves that  Time .  .  .  prejudices  the  news  scene 
and  .  .  .  thus  is  a  force  for  evil.  .  .  ."  But  Luce  prized 
talent  and  let  that  one  go  by. 

In  1938,  despite  the  fact  that  Luce  had  offered  him  $1 
million  in  Time  stock  to  stay,  Ingersoll  walked  out  of 
Time  Inc.  to  found  PM.  At  38,  he  was  the  most  powerful 
journalist  in  New  York,  but  he  wanted  to  control  his 

own  publication.  PM  fea- 
tured bold  graphics,  full- 
page  photos  and  was  print- 
ed on  heavy  paper  that  gave 
it  a  "feel"  closer  to  that  of  a 
quality  magazine  than  a 
newspaper.  PM  would  be  a 
voice  for  the  left  at  a  time 
when  the  U.S.  press  was 
overwhelmingly  to  the 
right.  With  no  advertising, 
PM  relied  on  its  5-cent 
newsstand  price,  when  the 
other  city  papers  were  get- 
ting 3  cents.  It  was  doomed 
from  the  start. 

Some  years  ago,  Max  Ler- 
ner,  who  worked  at  PM  in 
the  1940s,  delivered  a  fit- 
ting tribute  to  this  brilliant 
but  flawed  career:  "Inger- 
soll never  had  the  piratical 
energy  and  empire-building 
will  of  a  Bennett,  Hearst, 
Pulitzer  or  Beaverbrook.  He 
was  prolific  in  starting  in- 
novations but  spotty  as  an 
enterpriser  in  running 
them  or  finishing  them." 
Ralph  Ingersoll  died  last 
year  at  84,  his  glory  day? 
only  a  faint  memory. — P.B. 


that  they  wouldn't  be."  Fair  enough: 
The  owners  were  always  happy  to 
take  the  premium  prices  that  were 
offered  and  content  to  let  Ingersoll 
take  the  heat  for  validating  the  price. 

"Ingersoll  always  paid  these  guys  a 
lot  more  than  they  could  have  gotten 
from  anyone  else,"  explains  one  in- 
vestment banker  familiar  with  the  in- 
dustry. "Then  some  sellers  went 
around  and  bad-mouthed  him  because 
he  didn't  run  it  the  way  they  had. 
They  pocketed  their  money  and  then 
bitched  that  Ingersoll  Publications 
wasn't  a  quality  operation." 

But  Ingersoll's  editorial  formula  is 
simple  and  familiar  enough  in  most  of 
America.  Prudence  Hunter,  now  the 
publisher  of  Ingersoll's Milfard  (Conn.) 
Citizen  (circulation  less  than  10,000), 
and  an  employee  before  the  Ingersoll 
purchase,  understands  the  for- 
mula well:  "What  our  readers 
want  is  the  school  menu  each 
week,  local  high  school  sports. 
They  read  the  obits  and  the 
marriage  announcements.  We 
don't  see  our  job  as  reporting 
on  nuclear  power  plants,  ex- 
cept when  they  are  virtually  in 
our  own  backyard.  The  Bridge- 
port Post  or  the  New  Haven 
papers  can  do  that  a  lot  better 
than  we  can." 

Hunter  says  she  doesn't 
have  to  compete  for  advertis- 
ers with  either  of  her  larger 
competitors.  "We  service  the 
local  grocery  store  and  clean- 
ers who  could  never  afford  to 
advertise  in  Hartford  or  New 
Haven."  The  combination  has 
produced  margins  of  32%  for 
Hunter's  little  paper.  Few  other  news- 
papers can  match  margins  like  that 
except  the  notoriously  tightfisted 
Thomson  Newspapers. 

Like  his  father,  Ralph  II  for  his  first 
two  years  in  the  business  had  virtual- 
ly no  ownership  control  over  his 
group  of  investors,  many  of  whom  had 
also  backed  his  dad.  He  was  to  feel 
some  of  his  father's  essential  power- 
lessness  against  the  money  men  when 
TV  producer  Mark  Goodson,  who 
held  the  largest  stake  in  the  chain, 
insisted  on  selling  its  flagship  paper, 
the  Elizabeth  (N.J.)  Daily  Journal,  in 
1975  for  $13.9  million  against  Inger- 
soll's advice.  "I  was  so  distraught," 
Ingersoll  says,  "that  I  felt  like  liqui- 
dating the  whole  thing  and  starting 
over.  After  all,  I  was  only  29." 

Warburg's  venture  money  finally 
set  Ralph  II  free.  Ingersoll  and  War- 
burg's John  Vogelstem  created  a  new 
entity  called  Ingersoll  Newspapers  for 
buying  up  profitable  weeklies  to  en- 
hance the  bottom  line  and  larger  dai- 


lies with  quality  potential.  In  this  ag- 
gressive, acquisitive  enterprise,  Ralph 
II  shared  the  ownership  equally  with 
his  partners  at  Warburg  but  insisted 
on  voting  control  of  the  operation. 

With  Warburg  behind  him,  Inger- 
soll decided  the  first  thing  he  would 
pursue  was  groups  of  community 
newspapers.  When  such  groups  have  a 
total  circulation  exceeding  that  of  an 
area's  dominant  daily,  they  can  effec- 
tively compete  for  advertising.  In 
1984  he  bought  the  Suburban  Journals 
of  St.  Louis,  a  powerful  group  of  free 
weeklies  ringing  the  city.  Since  then 
he  has  bought  two  more  dailies  and 
two  small  weeklies,  bringing  its  ros- 
ter of  newspapers  in  St.  Louis  to  41. 
He  is  pursuing  the  same  strategy  in 
Youngstown,  Ohio,  Providence,  R.I. 
and  Philadelphia.  The  philosophy  is: 


Chilean  president  ™'»'™« 

I 


a         St.  Charle*  B 

Journal 


Israeli  nllkUl 
vows  retaliation 


Francis  Howell  drops 
levy  rate  by  10  cents 


The  Ingersoll  group's  papers 
Social  notes,  school  menus  and  obits. 


Why  spend  lots  of  money  competing 
for  circulation,  when  you  can  attain  it 
by  giving  the  paper  away? 

If  money  was  all  that  Ralph  II  is 
after,  he  might  be  expected  to  slow 
down  around  now.  In  fact,  he  will 
probably  run  even  harder.  Success  and 
growth  may  be  sweet,  but  they  are  not 
the  totality  of  the  revenge  that  Ralph 
II  seems  to  be  seeking.  "We've  never 
had  what  some  of  the  snotty  people  in 
this  trade  would  call  national  class 
papers,"  Ingersoll  says,  "and  now,  of 
course,  all  of  them  are  watching  to  see 
what  we  can  do."  But  in  his  pursuit  of 
a  quality  flagship,  Ralph  II  was  outbid 
on  three  different  occasions  for  the  St. 
Louis  Globe-Democrat  and  the  Des 
Moines  Register. 

Enter  Drexel  Burnham  and  Mike 
Milken,  its  financial  genius.  Under 
Drexel's  wings,  the  Ingersoll  group, 
with  only  $300  million  in  revenues, 
has  raised  a  handsome  $572  million 
since  May  1984.  Of  that,  $290  million 
came  from  bank  loans,  of  which  $60 


million  has  been  paid  down.  Its  long 
term  debt  is  $305  million,  about  80$\ 
of  its  total  capitalization,  and  with  iti 
high  development  expenses  on  nei 
acquisitions,  operating  cash  flo^ 
should  be  barely  sufficient  to  cove 
interest  expenses.  Shaky?  Not  if  IrJI 
gersoll  can  enhance  cash  flow — as  al 
Drexel  customers  are  expected  to  dai 
With  his  new  finances,  Ingersoj 
outbid  seven  others  for  the  New  Ha 
ven  papers,  paying  $185  million.  Bui 
it  was  not  just  money  that  Ralph  Iq 
gersoll  brought  to  the  table.  He  goej 
to  great  lengths  to  convince  sellers  a 
what  are  often  family  properties  thai 
he  is  a  fit  trustee.  In  the  case  of  thl 
Warren  (Ohio)  Tribune  Chronicle — 
deal  he  completed  last  year  for  $27.; 
million — his  patrician  style  was  hbeij 
ally  applied  to  Zell  Draz,  whose  fam 
ily  had  owned  the  paper  foj 
three  generations.  He  cultivatj 
ed  her  for  over  eight  years  ba 
fore  she  sold  out  to  him.  Say 
he:  "Indeed,  the  essence  d 
why  I  do  my  own  negotiatinj 
is  that  the  personal  relation 
ships  I  have  with  prospectiv 
sellers  have  a  lot  to  do  witl 
my  being  able  to  acquire  prop 
erties  without  an  auction." 

Curiously,  as  a  suitor  Inger 
soil  frequently  has  to  over! 
come  his  often  pompous  per  II 
sonality  and  the  peculiarly 
contradictory  picture  that  hi 
chooses  to  paint  of  himself.  In 
gersoll  rambled  on,  for  exam 
pie,  at  a  recent  dog  and  ponj 
show  for  investors  sponsored 
by  Drexel  at  Manhattan's  "211 
Club.  One  of  the  high  rolleri 
present  admits  that,  halfway  througc 
the  talk,  he  almost  walked  out.  "In 
gersoll  began  by  telling  us  that  he 
hadn't  gone  into  business  to  make 
money.  He  told  us  he  had  inherited 
money  from  his  mother's  side  of  thfl| 
family — who  were  part  of  the  Rosen 
wald  family  that  built  Sears.  We  were 
mystified,  because  the  last  thing  we 
wanted  to  hear  was  some  blubberinr 
blueblood.  After  all,  what  we  can 
about  is  making  sure  that  the  interes 
on  the  bonds  we  buy  will  get  paid.  Bu 
in  quick  order  it  became  apparent  | 
us  that  this  guy  knew  the  newspape: 
business." 

Here  then  is  a  smart,  tough  busi- 
nessman propelled  by  decades  of  furi- 
ous battling  with  his  father,  harm 
pered  at  times  by  his  own  snobbish] 
proclivities,  frantically  trying  to 
prove,  to  his  old  man  and  to  himself, 
that  he  can  build  a  noteworthy  pub- 
lishing empire.  A  double  success- 
financial  and  journalistic — would  be 
Ralph  IPs  ultimate  revenge.  ■ 
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The  Mass  Mutual 
Challenge. 

/hen  other  companies  talk  about  cost  containment,  we're  out  to  ace  them. 


day,  the  toughest  game  in  town  is  controlling  soaring 
alth  care  costs  without  sacrificing  quality  benefits.  We're 
iss  Mutual,  and  we  challenge  any  health  insurance  com- 
ny  to  do  a  better  job  of  helping  you  take  control. 

Our  unique  approach  features  programs  that  target  and 
lin  control  specific  expense  dilemmas.  While  our  competi- 
i's  distribute  mountains  of  reports  to  their  clients,  we  corn- 
he  our  sophisticated  computer-prepared  reports  with 
vanced  analysis  and  personalized  consulting  services. 

In  our  comprehensive  analysis  program,  a  team  of  Mass 
Jtual  experts  is  assigned  to  each  case.  This  team  includes 
Medical  Economist,  Health  Care  Administrator,  Epide- 
1  ologist,  Biostatistician,  Nursing  Consultant,  Case  Manager 
'  d  Employee  Benefits  Expert.  Offering  a  range  of  profes- 
>nal  perspectives,  our  team  develops  an  incisive  manage- 


ment report  with  specific  recommendations  for  cost  control. 

Once  we  identify  what  measures  need  to  be  taken,  we 
implement  a  customized  cost  control  program  incorporating 
such  proven  approaches  as  our  Pre-Hospital  Review,  Preferred 
Plus5"  PPO,  Cost  Containment  Benefit  Options  and  much  more. 

The  Mass  Mutual  edge  is  in  the  way  we  approach  each 
case.  We're  in  constant  motion  designing  new  ways  to  address 
our  clients'  evolving  needs. 

We  challenge  any  other  insurer  to  give  you  better  cost  con- 
tainment. Have  your  agent,  broker  or  consultant  call  their 
Mass  Mutual 
Group 

Representative. 
Take  the 
challenge. 


MassMutual 

GROUP  LIFE  AND  HEALTH 

Massachusetts  Mutual  Life  Insurance  Co  ,  Springfield.  MA  01111 


Locate  In  Scotland 

THE  CENTRE  OF  EUROPEAN  ACHIEVEME 


Scotland  has  always  placed  great  emphasis  on  learning.  It  was  the  first  country 
Europe  to  introduce  an  element  of  compulsory  education,  as  far  back  as  1492.  Scotl^ 
continues  as  pioneer,  from  the  introduction  of  computers  in  schools,  to  the  first  acade 
seminar  to  be  held  by  satellite.  Schooling  in  Scotland  is  different.  It  reflects  the  belief 
the  value  of  a  broad  based  education.  Biologists  can  speak  French  and  chem; 
have  heard  Chopin.  Students  are  encouraged  to  qualify  in  both  arts  and  science  subje 
to  achieve  a  balanced  view  of  the  world.  Universities  continue  the  emphasis  on 
broad  education.  Scotland  produces  more  graduates  per  capita  than  any  other  coun 
in  Western  Europe.  From  arithmetic  to  artificial  intelligence,  there  is  a  quiet  statem< 
of  quality  in  the  Scottish  way  of  learning.  For  Scotland's  people  are  its  best  resour* 
and  it  is  these  people  who  are  driving  the  high-tech  businesses  of  tomorrow.  Come 
Scotland  and  you'll  never  look  back. 

Scott 
Derek* 
Age 


THE  SCOTTISH  DEVELOPMENT  AGENCY,  THROUGH  A  SINGLE  ENTRY  POINT,  OFFERS  INVESTORS  ALL  THEY  NEED  TO  KNOW  ABOUT 
LOCATING  IN  SCOTLAND.  CALL  TOLL  FREE  (800)  THE  SCOT,  OR  SEND  YOUR  BUSINESS  CARD  TO  1  LANDMARK  SQUARE,  SUITE  810,  STAMFORD,  CONNECTICUT^ 

SDA  OFFICES  ALSO  IN  HOUSTON,  CHICAGO  AND  SAN  FRANCISCO. 
This  material  is  published  by  the  Scottish  Development  Agency.  1  Landmark  Square,  Suite  810.  Stamford,  Connecticut  06901,  which  is  registered  under  the  Foreign  Agents  Registration  Act.  as  an  Agency  of  the  Scottish  Developmell 
Glasgow.  Scotland  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  this  material  by  the  United  States  GovemnM 


7or  the  first  time  in  a  century,  Los  Angeles'  mighty  Times  Mirror 
b.  is  without  a  member  of  the  founding  family  at  the  helm.  But  if 
e  men  now  running  the  company  do  not  have  the  name,  they 
o  have  the  Chandlers  instincts. 


The  Chandlers 
stewards 


By  Kathleen  K.  Wiegner 

■VV  hen  Thomas  Johnson  was 
Wmkm  named  president  of  Times 

■  ■  Mirror  Co.'s  Los  Angeles  Times 

1977,  Otis  Chandler,  the  paper's 
ublisher  and  great-grandson  of  its 
mnder,  dropped  him  a  note.  "So,  my 
oung  friend,"  Chandler,  then  49, 
rrote  to  Johnson,  then  35:  ".  .  .  to- 
ether  we  are  going  to  push  the  New 


ork  Times  off  its  perch, 
our    challenge  and 
line." 

The  note  is  typical  of 
)tis  Chandler  and  of 
handlers  before  him. 
et    lofty   goals  and 
ipend  what  it  takes  to 
hieve  them.  Damn 
e   short-term  earn- 
lgs    impact.  While 
ustling   young  pub- 
shers  like  Ralph  In- 
ersoll  II  (see  story,  p. 
05)  must  place  ques- 
ons  of  quality  second 
the  demands  of  their 
editors,    the  Chan- 
lers   have    long  as- 
umed  that  if  they  pro- 
uce  quality  products, 
e  cash  will  flow. 
An  instructive  story 
om    David  Halber- 
am's  book  The  Powers 
>at  Be:  Going  into  the 
940s,  the  Los  Angeles 
'imes  was  running  well 
ehind  Hearst's  Exam- 
ner.  But  during  World 
Var  II  Norman  Chan- 
ler,  Otis'  father,  de- 
ided  to  use  limited 
cwsprint  supplies  to 
>rint  news,  at  the  ex- 
pense  of  advertising, 
'rhe  Examiner  went  for 


That  is 


maximum  profits  and  filled  up  the 
paper  with  ads.  So,  when  newsprint 
supplies  returned  to  normal,  the  Times 
had  become  the  paper  of  choice  for 
those  who  arrived  in  southern  Cali- 
fornia during  the  war  and  decided  to 
stay.  Today  circulation  of  Hearst's  Los 
Angeles  Herald  Examiner  is  241,000. 
The  daily  Los  Angeles  Times'  circula- 
tion is  1,088,000. 

Times  Mirror's  sales  ($2.96  billion), 
earnings  ($237  million)  and  cash  flow 


($412  million)  hit  records  last  year. 
This  year  business  is  flat.  Earnings 
from  continuing  operations  in  the 
first  half  were  little  improved  from 
last  year.  But  management  is  not 
scrimping  on  spending,  nor  scrutiniz- 
ing reporters'  expense  reports  with 
special  zeal.  In  May  Times  Mirror 
agreed  to  spend  $600  million  to  buy  a 
newspaper  publisher  and  is  getting 
ready  to  spend  $300  million  for  a  new 
Los  Angeles  Times  production  facility. 

Times  reporters  who 
travel  over  1,000  miles 
fly  first  class,  no  ques- 
tions asked.  Why  not 
save  money  by  consoli- 
dating various  Times 
Mirror  publications' 
Washington  bureaus 
into  a  single  bureau,  as 
Gannett  has  done?  Be- 
cause Times  Mirror 
thinks  autonomy  for 
the  company's  papers 
is  more  important. 

Times  Mirror  can  af- 
ford to  take  the  high 
road.  Among  its  assets 
are  book  publishing 
and  magazines,  includ- 
ing Outdoor  Life,  Popu- 
lar Science,  Golf  and  Ski. 
It  is  the  country's  elev- 
enth-largest cable-tele- 
vision operator,  with 
some  825,000  subscrib- 
ers in  15  states,  and 
owns  four  network-af- 
filiated television  sta- 
tions. Also  on  the 
books  are  272,000  acres 
of  timberland  in  Wash- 
ington and  Oregon. 

But  Times  Mirror's 
predominant  business 
remains  the  publishing 
of  large  metropolitan 
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^^^^T'.Ua'  CoTmtI^\  NorfM-  VA  23510-2 191.  Norfolk  and  Western  Railway  Company, 

,  Umpany,  and  North  American  Mm  Lines,  Inc.  are  subsidiaries  of  Norfolk  Southern  Corporation/^ 


Scouting  New 
Territory 


you  don't  have  to 

X  take  a  lot  of  time 
and  trouble  to  search 
for  a  new  industrial 
site.  Norfolk  Southern,  " 
The  Thoroughbred  of  Transportation, 
has  already  studied  the  territory. 

But  exploring  thousands  of  acres  of 
land  is  only  the  beginning  for  Norfolk 
Southern's  industrial  development 
experts.  They'll  find  access  to  the 
highway  systems  you  need.  They'll 
scout  navigable  waterways,  utility 
services,  even  work  forces.  No  one 
need  ever  know  you're  looking  for  a 


site  until  you're  ready 
to  tell  them. 

A  site  on  Norfolk 
Southern  brings  with 
it  all  the  benefits  of 
Thoroughbred  Service:  first-class  equip- 
ment, quick  responses,  innovations  to 
meet  your  needs. 

For  more  information,  call  John 
Anderson,  Norfolk  Southern's 
Assistant  Vice  President,  Industrial 
Development,  (404)  529-1591.  He, 
and  a  whole  team  of  good  scouts,  can 
help  you  settle  in  the  territory  that's 
right  for  you. 


NORFOLK 
SOUTHERN 


newspapers  Besides  the  Los  Angeles 
Times,  it  owns  New  York's  Newsday 
(daily  circ:  582,000);  the  Denver  Post 
(221,000);  the  Hartford  Courant 
(221,000);  Allentown,  Pa.'s  Morning 
Call[  131,000);  and,  as  soon  as  the  deal 
closes,  the  venerable  Baltimore  Sun 
(205,000).  Started  in  1881  and  taken 
over  soon  thereafter  by  General  Harri- 
son Gray  Otis  and  his  son-in-law, 
Harry  Chandler,  the  Los  Angeles  Times 
today  cranks  out  nearly  30%  of  Times 
Mirror's  revenues.  The  Sunday  pa- 
per's classified  advertising  section 
alone  is  the  size — and  the  envy — of 
many  newspapers.  * 

Given  all  these  assets,  you  might 
think  that  Wall  Street,  currently  wild 
for  media  properties, 
would  price  Times  Mir- 
ror in  the  stratosphere. 
You  would  be  wrong. 
The  charts  on  page  1 1 8 
show  that  over  the  past 
several  years  Times  Mir- 
ror has  generally  sold  for 
the  lowest  cash  flow 
multiple  among  the  big 
newspaper  stocks — 9 
times  cash  flow  recent- 
ly, vs.  12  for  Knight-Rid- 
der,  13  for  the  New  York 
Times  Co.  and  15  for 
Gannett.  Why?  Notice 
that  while  Times  Mir- 
ror's cash  flow  has 
grown  impressively,  to  a 
current  annual  rate  of 
around  $440  million 
(nearly  $7  a  share),  the 
company  since  1980  has 
brought  60  cents  or  less 
of  each  cash  flow  dollar 
into  reported  income. 
Many  of  the  other  big 
publishers  have  been 
bringing  70%  or  more  to 
the  bottom  line. 

Is  this  the  sign  of  bad 
management?  Or  of  good  manage- 
ment whose  results  have  yet  to  show 
up  in  reported  earnings?  We  put  the 
question  to  Chairman  Robert  Erburu, 
56,  the  Chandler  interests'  principal 
steward.  Not  exactly  a  disinterested 
source,  but  one  of  two  people  (Otis 
Chandler  being  the  other)  who  best 
know  Times  Mirror's  inner  workings. 
Son  of  a  Basque  shepherd  and  Harvard 
Law  educated,  Erburu  has  worked 
shoulder-to-shoulder  with  Chandler 
since  1961.  In  January  Chandler  re- 
signed all  active  management  posi- 
tions at  Times  Mirror  and  named  Er- 
buru chairman. 


*  Ixist  year,  according  to  a  story  in  the  Los  Angeles 
Herald  Examiner,  a  Times  delivery  man  accidentally 
killed  a  subscriber's  small  dog  with  a  careless  toss  of 
the  paper 
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Is  Times  Mirror  now  positioned  to 
wring  more  earnings  from  its  cash 
flow?  "There  is  some  reason  to  be- 
lieve that  that  thought  is  not  just  a 
dream,"  Erburu,  cautious  and  soft- 
spoken,  replies.  "It  troubles  some 
people  who  are  short-term-earnings- 
oriented  that  maybe  we  don't  care 
about  earnings.  We  care  very  much 
about  earnings.  But  if  you  look  at  the 
opportunities  that  we  are  pursuing, 
no  serious  manager  would  ever  pass 
up  the  opportunity  to  do  the  longer- 
term  things  we  are  doing." 

If  this  long-term  focus  has,  so  far, 
drawn  few  accolades  from  myopic  an- 
alysts, Times  Mirror  shows  no  sign  of 
distress.  Look  at  Los  Angeles,  always 
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Times  Mirror  Chairman  Robert  Erburu 

"No  serious  manager  would  pass  up  what  we're  doing 


Times  Mirror's  biggest  challenge.  Los 
Angeles  isn't  a  city,  but  a  gaggle  of 
suburbs  and  subregions,  each  with  its 
own  paper  or  papers.  Chandler  and 
Erburu  had  tried  to  buy  up  some  of 
these  competing  sheets  in  the  mid- 
1960s.  But  the  Justice  Department 
stopped  them. 

By  the  mid-1970s  Times  Mirror  had 
good  reason  to  grow  nervous.  Down 
south,  Orange  County  was  booming 
and  with  it  the  Hoiles  family's  Orange 
Count)'  Register.  San  Diego  and  its 
morning  and  afternoon  Copley  papers 
were  beginning  to  boom.  Up  in  the 
rapidly  growing  San  Fernando  Valley, 
the  Daily  News  was  thriving. 

In  1977  Chandler  put  Tom  Johnson, 
now  45,  in  charge  of  the  Los  Angeles 
Times.  The  Times  already  had  what  it 


called  "zoned"  editions,  regul 
copies  of  the  Times  that  once  or  twi 
a  week  included  a  separate  section  f 
different  parts  of  Los  Angeles — tl 
Westside,  say,  or  Glendale.  No 
Johnson  and  Chandler  planned,  ir 
modestly,  to  take  the  Times  full  bo 
south  into  San  Diego  and  Oranj 
County  and  north  to  the  San  Fernanc 
Valley.  How?  By  creating  independei 
editorial  staffs,  each  responsible  f< 
reshaping  the  basic  Times  into  a  pap 
aimed  at  Orange  County's,  San  Di 
go's  and  the  San  Fernando  Valley 
disparate  local  audiences.  That  effo 
has  resulted  in  three  separate  staffs- 
more  than  100  people  in  Oranj 
County,  65  in  San  Diego,  55  in  tl 
Valley — putting  out  di 
ferent  editions  of  tl 
Times,  printed  in  satellit 
plants,  re-edited  to 
fleet  local  tastes,  neec 
and,  of  course,  news.  A( 
cording  to  Johnson,  on 
the  Times'  San  Diego  ed 
tion  is  not  yet  profitabli 
Times  Mirror  cou 
not  have  undertake 
such  an  enterprise  wit! 
out  the  latest  techno 
ogy,  and  it  almost  cej 
tainly  would  not  hav 
undertaken  it  if  it  ha 
felt  hobbled  by  unions 
General  Harrison  Gra 
Otis  was  passionate 
antiunion  and  gre\ 
more  so  in  1910,  whe: 
organizers  bombed  th 
Times  plant,  killing  2 
employees.  Except  frorj 
1967  to  1970,  the  Time 
has  operated  withou 
unions — one  of  the  fev 
major  big-city  dailies  ti 
do  so.  Thus,  in  198C 
Chandler  and  Erburt 
agreed  to  spend  $21 
million  for  new  plant  and  equipment 
knowing  the  printing  plants  would  b( 
manned  as  efficiency,  not  restrictivi 
work  rules,  dictated.  Those  plant; 
were  in  full  operation  in  1984.  Novl 
Johnson  wants  to  spend  another  $30C 
million  on  a  new  production  facility 
near  downtown  Los  Angeles.  Take 
care  of  the  franchise,  and  the  fran 
chise  will  take  care  of  you. 

Defeats,  disappointments  and  mis 
calculations  are  part  of  the  game,  too 
This  year  alone,  Times  Mirror  ha^ 
sold  assets  worth  over  $400  millioni 
These  include:  its  microwave  trans 
mission  facilities;  an  80%  interest  iE 
its  newsprint  and  forest  products 
company;  and  three  television  staj 
tions.  The  company  also  shut  down 
its  moneylosing  videotex  businessj 
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ur  feeling,"  says  Er- 
ru  of  the  dispositions, 
that  unless  you're  go- 
to concentrate  on  a 
siness,     you  really 
Duldn't  stay  with  it." 
There    was    a  real 
Dcker  in  June,  when 
uru  agreed  to  sell  the 
lias     Times  Herald, 
lich  Times  Mirror  had 
aied  since  1970.  The 
)er  had  been  profit- 
"e  until  this  year,  and 
ly  in  May  Tom  John- 
spoke  publicly  of 
-mes   Mirror's  ambi- 
ms  plans  for  it. 
What  happened?  John- 
n,  the  Times  Herald's 
blisher  from  1975  to 
77,  blames  the  Texas 
onomy,  and  the  fact 
!  at,    until    1982,  the 
mines  Herald  was  only  an 
Iternoon    paper.  But 
Management  mistakes 
liter    Johnson  moved 
cpst  played  a  major  role, 
io.  The  popular  Sunday  supplement, 
mrade,  was  dropped  to  save  money. 
||:veral    key    editorial  employees 
wmped  to  the  competing  Dallas  Morn- 
Wg  News.  Johnson  returned  to  Dallas 
tf  late  1984  and  spent  $45  million 
Hying  to  clean  up  the  mess.  But  the 
morning  News  continued  to  pull  away, 
llid  Times  Mirror,  presented  with  a 
[110  million  (cash  and 
piper)  offer  from  Wil- 
am    Dean  Singleton, 
!  ailed    the    plug.  "It 
'as,"  says  Johnson,  his 
pice  beginning  to  crack, 
r/ery  painful  personally 
i  ir   me."   The  Dallas 
ifroblems  probably  did 
fct   further  ambitions 
>hnson  might  harbor  to 
iijcceed  Erburu. 
I  What  about  Denver, 
I'here   Times  Mirror's 
laily  Post,  a  morning  pa- 
ler, is  running  a  poor 
(jcond    to    the  Rocky 
fountain  Neivs.  Johnson 
Tightens:    "In  Denver 
\re  are  ahead  on  Sunday, 
nd  we're  gaining  share 
In  daily  circulation.  I 
:nink  we  have  one  of  the 
itrongest  management 
isams  of  any  newspaper 
i  the  country." 
!  Perhaps  the  brightest 
|  rospect  is  in  New  York, 
Inhere    the  Chandlers 
jiave  long  craved  influ- 
!nce  but  have  settled  for 


David  Laventhol,  Times  Mirror's  new  president-elect 
"A  real  opportunity  for  us  in  New  York  City." 


excellent  profits.  Since  1970  Times 
Mirror  has  owned  Newsday,  preserving 
and  then  building  on  one  of  newspa- 
per publishing's  great  successes. 

Now  Newsday  is  pushing  aggressive- 
ly, but  in  shrewdly  measured  steps, 
into  New  York  City  with  New  York 
Newsday.  Its  target  is  not  the  New  York 
Ti?)ies'  readers  (although  it  is  gunning 


Los  Angeles  Times  publisher  Thomas  Johnson 
The  setback  in  Dallas  was  "very  painful  personally." 


Jeanne  Sirongin 

for  some  Times'  advertis- 
ers), but  those  of  the  tab- 
loids, especially  the  Dai- 
ly News,  which  is  losing 
circulation  and  money. 
New  York  Newsday's  cir- 
culation is  110,000, 
mostly  in  the  gentrifying 
borough  of  Queens. 

The  paper  is  costing 
Times  Mirror  $10  mil- 
lion a  year,  and  no  one 
should  expect  too  much 
too  soon.  "This  is  an  in- 
cremental strategy,"  ex- 
plains David  Laventhol, 
53,  the  former  editor  and 
publisher  of  Newsday, 
who  now  heads  Times 
Mirror's  eastern  newspa- 
per group.  His  star  visi- 
bly rising,  Laventhol 
will  become  president  of 
Times  Mirror  in  January. 
"We  expect  our  circula- 
tion to  go  up  20,000, 
25,000,  30,000  a  year.  In 
the  longer  term  we  think 
there  is  a  real  opportuni- 
ty for  us  as  a  mass  circulation  newspa- 
per in  New  York  City.  But  it's  a  long- 
term  strategy." 

Erburu  insists  that  Times  Mirror 
will  continue  to  be  balanced  on  three 
legs — "print  media,  electronic  media 
and  what  you  might  call  information- 
based  or  specialized  publishing."  But 
most  of  the  company's  spending  of 
late  has  gone  into  news- 
papers. 

Thus  its  recent  agree- 
ment to  buy  the  A.S. 
Abell  Co.,  publisher  of 
the  Baltimore  Sun, 
owned  by  Abell  since 
1837.  Tom  Johnson' 
called  on  Sun  publisher 
John  (Reg)  Murphy,  an 
old  friend;  Times  Mirror 
negotiated  a  deal  to  pay 
$600  million  for  the 
company — "a  very  full 
price,"  Laventhol 
concedes. 

Indeed.  After  selling 
Abell's  television  sta- 
tions and  factoring  in 
Abell's  cash  and  the  div- 
idends it  was  paying, 
Times  Mirror  is  paying 
around  $375  million,  or 
18  to  19  times  the  Sun's 
1985  cash  flow.  That's 
roughly  what  Gannett 
paid  for  less  profitable 
newspapers  in  Louisville 
and  Des  Moines. 

How  will  Times  Mir- 
ror make  good  on  the  in- 


e>1986  Northwest  Airlines.  Inc. 


Northwest  flies  to  over  200 
cities  spread  across  three  continents 
and  19  countries. 

And  we  do  it  so  well  that 
we  expect  travelers  to  choose  us 
33  million  times  this  year.  People 
choose  us  not  only  for  comfort 
and  convenience,  but  for  our 
WorldPerkssm  frequent  flyer  program, 
which  offers  the  fastest  free  trip 
in  the  sky. 

No  matter  where  you  are,  if  you 
want  to  be  somewhere  else,  you're 
looking  at  the  best  way  to  get  there. 
Call  Northwest  at  (800)  225-2525  for 
U.S.  reservations,  or  (800)  447-4747 
for  international  reservations. 

Look  to  us. 

*  NORTHWEST 


vestment?  Not,  as  some 
speculate,  by  trying  to 
push  the  Sun  into  Wash- 
ington, D.C.,  home  of  the 
National  Journal,  another 
publication  Times  Mirror 
bought  (for  a  reported  $15 
million)  in  the  spring. 
Washington  already  has 
the  Washington  Post,  one  of 
the  country's  most  suc- 
cessful papers.  (Times 
Mirror  and  the  Washing- 
ton Post  Co.  are  partners 
in  a  syndicated  news  wire, 
but  good  manners  be- 
tween partners  has  noth- 
ing to  do  with  the  case.) 
The  Sun  investment  will 
pay  off  over  the  long  term 
simply  because  the  Balti- 
more market  is  growing. 
With  Hearst  Corp.  having 
closed  its  Neiis  American 
in  May,  the  Sun  is  now 
virtually  alone  in  the 
field. 

Buying  the  Sun  will,  in 
the  near  term,  penalize 
Times  Mirror's  earnings.  The  acquisi- 
tion could  involve  over  $250  million  of 
goodwill  that  must  be  amortized.  But 
Times  Mirror's  managers  expect  no 
stockholder  discontent  they  can't  han- 
dle. Last  year  Times  Mirror  tendered 
for  10%  of  its  common  (at  $60  a  share). 
That  increased  the  Chandler  family's 


Newspapering,  as  usual 


The  sale  of  forest  products  assets  and  purchase  of  the 
Baltimore  Sun  will  make  newspapers  more  important. 


L]  Newspaper  publishing 
□  Newsprint  and  forest  products 
Ll  Other  publishing 


□  Broadcast  and  cable  TV 
ITj  Corporate  and  other 
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ownership  to  33%.  With  4  of  the  14 
board  seats,  the  Chandlers  continue  to 
control  Times  Mirror's  destiny. 

It's  worth  noting  that  with  Otis 
Chandler's  departure  from  Times 
Mirror's  active  management  this 
year,  the  company  has  been  without  a 
proprietor  for  the  first  time  in  a  centu- 


ry. Otis'  son,  Norman,  3 
is  a  production  manager 
the  Los  Angeles  Tini 
downtown  plant, 
there  is  no  plan  to 
him  the  show  to  run. 

Does  this  mean  Tim 
Mirror  Co.  will  change  i 
proven  ways  of  doii 
business?  Will  the  mi 
now  in  charge — Johnst 
and  Laventhol,  monitor^ 
closely  by  Erburu — sh 
their  gaze  from  distant  h 
rizons  to  impressing  an 
lysts  with  smoothly  risi 
earnings  reports? 

Not  likely.  To  hear  El 
bum   talk  disparaging] 
of  "short-term-earning| 
oriented"   investors  a: 
approvingly   of  "longe] 
term"  opportunities  is 
recall   another  anecdo 
from  The  Powers  That  Be. 
the  early  1950s,  the  stoi 
goes,  a  financial  type  to 
Norman  Chandler,  Oti 
father,  that  Times  Mir: 
stock  was  "desperately  underpnced 
"I  know,"  Chandler  replied,  "but  w 
have  to  build  up  earnings.  It  will  tak 
time,  and  most  people  going  into  th 
market  don't  have  the  patience 

Erburu  and  the  Chandlers'  othe 
ranking  stewards  have  shown  they  ar 
cut  from  a  similar  cloth.  ■ 


Cheap  multiple? 


Although  Times  Mirror's  cash  flow  has  climbed 
impressively,  some  lackluster  investments  and 
heavy  spending  have  crimped  the  company's  ability 


to  turn  that  cash  flow  into  net  earnings.  If  the  trend 
were  to  reverse,  would  Times  Mirror's  multiple 
improve? 


Cash  flOW  ({millions) 
$880 

800 

720 
640 
560 
480 
400 
320 
240 
160 
80 


— - 

Net  income  as  percent  of  cash  flow    Market  value  /  cash  flow  multiple 

A 


H  Times  Mirror      P]  Dow  Jones  [~ J  Gannett      PJ  Washington  Post  ^  Knight-Ridder       I  New  York  Times 

*  1978  pressmen's  strike  against  New  York  Times,  f  Annualized,  based  on  first  six  months.  Excludes  Times  Mirror  Corp  gains  from  asset  sales. 
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YOU  CAN 
HAVE  HIGH  YIELD  AND 
SECURITY  TOO. 


Lunicipal  bonds  guaranteed  by  the  Municipal 
Bond  Insurance  Association  give  you  the  best  of  both. 

They  carry  Triple-A  credit  ratings  from  both  Stan- 
dard &  Poor's  and  Moody's.  And  your  principal  and 
interest  are  guaranteed  by  MBIA— an  association  com- 
posed of  five  major  insurance  companies  who  have 
been  in  business  an  average  of  115  years. 

It's  hard  to  find  an  investment  with  better  security 
than  that.  Yet  MBIA-insured  bonds  usually  provide 
higher  yields  than  uninsured  Triple-A  municipals. 

You  may  find  them  irresistible,  but  we  promise 
they're  not  fattening. 

For  the  record,  the  member  companies  of  MBIA 
and  each  company's  several  but  not  joint  share  of  the 
guarantee:  The  Aetna  Casualty  and  Surety  Com- 
pany 33%.  Fireman's  Fund  Insurance  Company 
30%.  The  Travelers  Indemnity  Company  15%.  Aetna 
Insurance  Company  12%.  The  Continental  Insurance 
Company  10%. 


We  guarantee  the  public  interest" 


MBIA 


i  MBIA,  1986  445  Hamilton  Avenue.  Box  788.  White  Plains.  NY  10602  (914)  681-1300 
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TRADELI N  K5M-automated 
short-term  investing 


ChemLink 
it  all  togethe 

ChemLink  is  well  known  as  the 
widely  used  electronic  balance  report- 
ing system.  But  it's  much  more  than 
that.  ChemLink  is  your  gateway  to  all 
the  treasury  and  cash  management 
services  you  see  here,  and  many 
others.  It  is  a  secure,  easy-to-access 
system  for  initiating  and  tracking  all 
your  banking  transactions.  And 
ChemLink  is  available  via  the  tech- 
nology you  choose. 

From  originating  funds  transfers  to 
monitoring  securities  movements,  the 
only  name  you  need  to  know  is 
ChemLink. 

Contact  our  specialists  in  New  York, 
Delaware,  Chicago,  Dallas  or  San  Fran- 
cisco. They'll  show  you  how  ChemLink 
can  pull  it  all  together  for  you  in  a  way 
no  other  system  can. 

ChemicalBaink 

The  bottom  line  is  excellence. 


It  takes  a  tough  man  to  say  no  to  new 
business.  But  that's  how  Ian  Rolland  has 
made  Lincoln  National  a  standout  per- 
former among  insurance  companies. 


Indiana  hardball 


By  Jill  Andresky 


It  seemed  like  a  harmless  enough 
bit  of  social  engineering  when  a 
local  Washington,  D.C.  law  came 
into  effect  two  months  ago  to  prevent 
insurance  companies  from  screening 
potential  customers  for  AIDS.  The 
idea  was  to  help  the  city's  homosex- 
ual community  continue  to  enjoy  ac- 
cess to  health  and  life  insurance  cov- 
erage. But  for  one  tight-lipped  insur- 
ance chief  out  Indiana  way,  the  idea 
proved  an  instant  nonstarter — and  his 
objections  had  nothing  to  do  with 
questions  of  sexual  orientation. 

Instead,  as  Ian  Rolland,  president  of 
$13.5  billion  (assets)  Lincoln  National 
Corp.,  a  multiline  insurer,  saw  things, 
the  Washington,  D.C.  law  spelled  bad 
news  ahead  for  Lincoln's  shareholders 
and  clients  alike.  "We  had  no  choice 
but  to  suspend  business  immediately 
in  the  District,"  says  Rolland,  a  one- 
time actuary  with  a  fierce  commit- 
ment to  return  on  equity.  "We  refuse 
to  operate  in  an  environment  where 
we  cannot  fairly  evaluate  risks." 

Rolland,  who  started  out  as  a  sum- 
mer intern  in  Lincoln's  Fort  Wayne 
headquarters  over  30  years  ago,  is  not 
afraid  of  taking  unpopular  positions 
when  it  comes  to  protecting  his  com- 
pany's health.  He  has  some  impres- 
sive results  to  prove  it.  Since  taking 
over  as  head  of  Lincoln  in  1978,  Rol- 
land has  averaged  an  1 1  %  return  on 
equity  even  as  revenues  have  climbed 
steadily,  rising  by  23%  last  year,  to 
nearly  $5  billion.  Meanwhile,  operat- 
ing income  rose  by  an  even  steeper 
28%  last  year,  to  $4.20  per  share. 

With  each  of  its  three  major  divi- 
sions— individual  life,  employee 
benefits  and  property-and-casualty — 
generating  about  one-third  of  sales, 
the  company  has  been  able  to  balance 
out  cyclical  lows  in  its  group-health 


lan  Rolland  of  Lincoln  National  Coip. 
"Don't  expect  to  see  us  diversify." 

and  property-and-casualty  businesses. 
Few  others  do  that  as  well,  observes 
analyst  Elizabeth  Malone  of  Alex. 
Brown  &  Sons. 

Even  in  the  rough-and-tumble 
world  of  property-casualty  underwrit- 
ing, in  which  insurers  consistently 
pay  out  more  in  claims  than  they  take 
in  from  premiums — hoping  to  cover 
the  difference  from  investment  in- 
come— Lincoln  has  been  a  standout 
performer.  Last  year  it  paid  $110.10 
for  every  $100  it  took  in,  vs.  the  in- 
dustry's overall  average  of  $119  paid 
out  for  every  $100  collected. 

Shareholders  who  held  the  stock  for 
the  long  haul  have  done  well.  Over 
the  last  ten  years  Lincoln's  dividend 
payout  ratio  has  averaged  around  41% 
of  earnings,  even  as  the  dividend  itself 
has  risen  150%,  to  $2  per  share. 
Meanwhile,  the  stock  has  climbed  by 
176%,  to  about  $50  per  share  recently. 

Yet  for  all  its  success  in  a  troubled 
industry,  Lincoln  National  remains  a 
relatively  unnoticed  gem.  At  around 
9Vi  times  estimated  1986  earnings  (as 
projected  by  Wall  Street  analysts  who 
follow  the  stock),  it  still  trades  at  a 
discount  to  better-known  multiline 


competitors  like  Travelers,  Ameri II 
General  and  Aetna. 

What  makes  Lincoln  such  a  gjl 
long-term  play?  In  two  words,  Ian  F| 
land.  In  an  industry  in  which  ml 
insurers  rush,  lemminglike,  to  I 
new  business  on  their  books,  Lindl 
National  under  Rolland  has  conjl 
tently  refused  to  underwrite  in  aul 
where  it  cannot  cover  its  costs. 

Lincoln's  title  insurance  divisiil 
Chicago  Title  &  Trust,  acquired  :  ^ 
der  an  earlier  management  regime 
a  case  in  point.  When  it  failed  to  m 
Rolland's  goal  of  tripling  its  dist  nl 
5%  return  on  equity,  the  boss  did 
dawdle.  He  personally  got  invoh 
slashing  costs  by  laying  off  staff  ; 
closing  a  number  of  offices.  He  tl  0U< 
sat  back  and  waited  for  the  real  estj  is 
market  to  rebound.  Once  it  did,  P  L 
land  sold  the  division  for  $60  mill 
in  cash  to  Alleghany  Corp. 

Even  if  it  means  taking  a  lot  of  he 
Rolland  will  act  when  he  sees  opp  ^ 
tunity.  Last  year,  in  the  trough  of 
latest  property-and-casualty  slur 
Rolland  invested  $500  million  in  |l 
property-casualty  businesses;  mosi  E| 
that  went  to  acquire  Western  Cast 
ty  and  National  Re.  "It  was  tough 
first  to  convince  our  board  to  rru 
that  kind  of  investment  because  c< 
ditions  were  so  bad,"  Rolland  reca 
"but  we  were  certain  we'd  be  able 
raise   prices,    tighten  underwnt: 
practices  and  improve  operating  e 
ciency."  He  allows  a  rare  smile, 
think  we've  been  proven  right,  es 
cially  with  Western  Casualty." 

Rolland  now  faces  one  of  his  touj 
est  challenges:  revamping  his  tn 
bled  group-health  operations,  who 
margins  have  been  falling  rapidly  o1 
the  last  18  months,  from  6% 
around  2%  today.  Meanwhile,  how< 
er,  Rolland  has  had  the  foresight  to 
up  one  of  the  insurance  industr 
first  joint  ventures  with  a  major  Hh 
chain,  U.S.  Healthcare,  Inc.  "1 
think  profit  margins  on  traditioi 
group  health  insurance  are  declini 
permanently,  and  we  saw  a  great  c 
portunity  in  the  movement  tows 
HMOs,"  he  says.  "We  acted  fast  1 
cause  we  wanted  to  hook  up  witr 
good  company  and  establish  our  pr< 
ence  before  the  larger  insurers  start 
dominating  the  business." 

Rolland  is  now  on  the  lookout  ] 
well-priced  group-life  and  -heal 
companies  that  would  increase  t 
customer  base  for  his  new  HMO  pre 
uct.  "But  don't  expect  to  see  us  divi 
sifying  out  of  insurance,"  he  sa 
firmly.  "We've  watched  compani 
like  Aetna  and  Transamerica  diver 
fy,  and  the  results  only  convince  us 
stick  to  what  we  know  best."  Bravo. 


THE  1986  FORBES 
INDUSTRIAL  DEVELOPMENT 
ADVERTISING  SECTION 


advertisers  in  this  special  section  are  offering  valuable  industrial  site  and  area  development 
iture  free  and  without  obligation  to  those  FORBES  readers  who  are  involved  with  new  office  or 
t  site  selection  for  their  companies. 

I 

>rmining  the  best  available  new  site  for  industrial  expansion  or  relocation  of  facilities  requires  a 
pugh  analysis  and  careful  comparison  of  a  considerable  number  of  important  factors.  The  purpose 
lis  FORBES  section  is  to  make  it  easier  for  you  to  obtain  such  information.  The  advertisers 
saring  on  these  pages  are  eager  to  send  you  literature  to  assist  in  your  investigations.  Their 
hures  and  other  information  will  provide  you  with  much  important  data. 

irder  any  of  the  literature  offered,  refer  to  the  postage-paid  card  at  the  end  of  the  section.  Simply 
e  the  numbers  listed  which  correspond  to  the  advertisers  who  interest  you  and  fill  in  your  name, 
company,  and  address.  They  will  mail  their  literature  to  you  directly.  Please  allow  a  reasonable 
i  for  processing. 


IAMA 

[state  Cut  Out  for  Business 

Ldustry  needs  it,  Alabama  has  it.  State  government 

sa  friend  of  business;  and  our  Small  Business  Office 
[  dvocacy  makes  us  a  friend  of  small  business,  too. 

ist  business  tax  costs  in  the  Southeast.  Industrial 
I  lopment  bond  financing.  Low-interest  direct  and  pack- 
f  loans.  Free  site  preparation  grants.  Free  job  training, 
ralorem  property  tax  exemptions  and  a  5%  maximum 
'  orate  income  tax  rate.  Right-to- work  law.  Simplified 

orate  laws  and  one-stop  environmental  permitting. 
!  ndant  resources  and  low-cost  energy.  The  Tenn-Tom 

:rway  that  comiects  you  with  the  Port  of  Mobile  and 
i  DO  miles  of  inland  waterways.  The  one  thing  Alabama 

n't  have  is  a  unitary  tax. 

For  complete  information, 
call  or  write: 
Jamie  "Red"  Etheredge, 
Director  or 
Darlene  Scogin, 
Assistant  Director 
Alabama  Development  Office 
Montgomery,  Alabama  36130 
Phone:  (205)  263-0048 
Telex:  592-471 


COMMONWEALTH  OF  KENTUCKY 

The  Business  Environment 
Is  Right 

In  Kentucky,  the  best  way  to  prove  that  "The  Business 
Environment  is  Right"  is  to  let  you  know  how  many  new 
and  expanding  businesses  are  already  taking  advantage  of 
what  we  have  to  offer. 

Over  the  past  2  lA  years,  over  280  new  manufacturing 
plants  opened  across  the  state  and  over  950  manufacturing 
expansions  were  realized,  totalling  over  46,700  new  jobs 
and  a  $3.2  billion  commitment  to  Kentucky.  We're  living 
up  to  this  challenge  by  providing  a  strong,  well-trained 
labor  force;  a  sophisticated  transportation  system;  an 
attractive  tax  structure,  and  an  excellent  quality  of  lifestyle. 

Let  Kentucky  show  you  how 
we  can  make  sure  "The  Busi- 
ness Environment  is  Right"  for 
you!  Contact:  Carroll  Knicely 
Secretary  of  Commerce,  Com- 
monwealth of  Kentucky, 
Frankfort,  Kentucky  40601  (800) 
626-2930 


KENTUCKY 

I  he  Kimih'ns  cm  ironmrnt  is  ri^lil. 
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FLORIDA 

The  Choice  Is  Florida 

Eight  states  were  in  the  running  for  their  new  regional 
facility.  They  Chose  Florida. 

In  large  part  because  of  our  people.  Florida's  work  force 
has  earned  a  reputation  for  being  highly  skilled  and  reliable. 
Along  with  having  strong  company  loyalty. 

They  chose  Florida  because  of  our  business  climate. 
Our  state  and  local  governments  want  and  welcome  new 
businesses.  And  our  corporate  taxes  allow  businesses  to 
be  competitive.  There  is  no  unitary  tax.  And  no  personal 
income  tax. 

And  they  looked  at  the  most  current  data  and  found 
Florida  to  be  the  trend-setting  state  in  the  nation.  So, 
when  you're  looking  at  Florida  today,  you're  seeing  the 
state  of  the  future. 

The  bottom  line.  Florida  is  considered  to  be  the  premier 
business  opportunity  state  in  the  country. 

You  can  find  out  instantly  what  is  available  in  Florida 
horn  our  Division  of  Economic  Development. 

Florida,  We  Got  It. 


WE  GOT  IT. 


FLORIDA— Palm  Coast 

Get  the  Bottom  Line 

Palm  Coast,  a  42,000-acre  planned  community  nortl 
Daytona  Beach,  Florida  has  a  50,000  square  foot 
"shell"-  building  ready  for  occupancy.  Also  under  consti 
tion  is  a  30,000  square  foot  two  tenant  facility.  Awar 
the  Florida  Department  of  Commerce's  Blue  Chip  C( 
munity  award,  Palm  Coast  has  three  fully-serviced  inc 
trial  parks  offering  very  competitive  land  prices.  Excel! 
transportation  includes  rail  service,  interstate  highwj|am 
within  two  miles  and  Intracoastal  Waterway  access, 
developer,  ITT  Community  Development  Corporation, 
provide  comprehensive  financial  packages  and  single-pc  «! 
responsibility  through  its  industrial  development  staff 
construction  subsidiary.  The  community  of  9,000  reside 
includes  waterway  homes,  golf 
courses,  tennis  resorts,  shopping 
and  schools.  Five  new  compa- 
nies have  located  here  in  the 
past  18  months,  including  Sea 
Ray  Boats  and  Sunfit,  Inc.  a 
subsidiary  of  Furigas  B.V.  of  the 
Netherlands.  Palm  Coast  is  a 
growing  force  in  Florida  indus- 
trial development. 


prtji 


INDIANA 

Indiana. 

A  Prime  Location  for  Profit. 

If  you're  looking  for  a  new  business  location,  we  have  the 
resources  to  give  your  business  a  boost.  State  support 
programs  for  investment  capital.  Tax  incentives.  Infra- 
structure improvement.  Job  training.  Research  and  devel- 
opment assistance.  A  central  location  that  offers  easy 
access  to  major  U.S.  markets,  and  the  transportation  sys- 
tems to  get  your  products  there  in  no  time.  We  also  have 
the  human  resources  that  make  a  strong  labor  force  and 
positive  working  environment.  And  a  life-style  that  offers 
excellent  educational  and  cultural  opportunities,  and  high 
standards  of  living. 

For  more  information,  contact: 
Indiana  Department  of  Commerce 
Lt.  Governor  John  Mutz,  Director 
One  North  Capitol,  Suite  700 
Indianapolis,  IN  46204-2288 
(317)  232-8888 


MISSOURI 

Why  Business 
Has  It  Made  in  Missouri. 

Over  20  Forbes  500  companies  call  Missouri  home. 
Here's  why: 

Our  tax  credits  and  incentives  lead  the  nation. 
$100  million  major  industry  fund  provides  low-c 
financing  for  business  growth.  Our  successful  enterpi 
zones  offer  many  more  advantages. 

Our  central  location,  productive  workers,  excellj 
transportation  network,  abundant  resources  and  afforda 
energy  are  equally  attractive. 

And  it's  all  in  a  state  fun  enough  to  make  tourism 
second  largest  industry. 

To  find  out  how  your  busi- 
ness can  have  it  made  in  Mis- 
souri, use  the  handy  reply  card. 
Better  yet,  call  Ed  Martin  col- 
lect at  (314)  751-4539.  P.O.  Box 
118,  Jefferson  City  MO  65102 


■ 


■ 


Wll  help  you  make  it 
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IS  3URI — Clayton 

It  Yourself  in  Our  Place. 
IJ-America's  Prime 
Ipcutive  City 

npasant,  friendly  place  in  the  "Show  Me"  state,  Clayton, 
Bis  America's  most  accessible  centrally  located  office 
»  Whether  you're  selecting  a  city  for  your  district,  regional 
i  iin  office,  Clayton  offers  you  metropolitan  advantages 
%  ut  city  congestion.  Convenient  access  to  an  international 
It  (12  min.),  downtown  St.  Louis  (15  min.),  and  interstate 
gways.  Unsurpassed  Quality  of  Life  with  excellent 
■initial  areas  and  a  wealth  of  cultural  and  educational 


ribrant  business  center  for 
2,000  firms,  including  72 
lie  "Fortune  and  Forbes 
Clayton  can  be  the  ideal 
ng  for  your  company's 

k  for  our  FREE  information 
Call  (314)  727-8100,  or  write 
Imes  C.  Laflin,  Director, 
^e  of  Economic  Develop- 
[,  City  of  Clayton,  Suite 
10  N.  Bemiston,  Clayton, 
53105. 


XAYTON,  MO 

-America's  Prime  Executive  City" 


NEW  YORK  CITY  AND  WESTCHESTER  COUNTY 

Con  Edison's 
Reduced 
Electric  And  Gas 
Rates  Can  Help 
Your  Business 
Grow 

If  you're  thinking  of  starting,  relocating  or  expanding  your 
business  in  New  York  City  or  Westchester  County,  find 
out  about  Con  Edison's  PROJECT  APPLESEED.  This 
award-winning  program  offers  qualified  businesses  reduc- 
tions in  electric  rates  of  up  to  25%  and  reductions  in  gas 
rates  of  up  to  21%.  And  this  is  in  addition  to  property  tax 
incentives  you  could  receive  from  local  governments. 

And  you  could  qualify  for  further  electric  and  gas  rate 
reductions  through  New  York  City's  own  Energy  Cost 
Savings  Program. 

To  find  out  more  about  these  energy  rate  reduction 
programs,  call  John  Manak,  Manager  of  Area  Development, 
at  (212)  460-4153.  Or  write  to 
him  at:  Con  Edison,  Area 
Development,  4  Irving  Place, 
New  York,  N.Y.  10003. 


Ed 


PROJECT 
APPLESEED 
What  a  way  to  growl 
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Int  location  influential 

kon  Forbes  most  often  for  information  and  ideas.  A 
U  t  study  of  officers  at  headquarters  in  America's  largest 
prations  revealed  that  more  executives  active  in  plant 
|  ion  decisions  read  Forbes  regularly  (3  out  of  4  issues) 
a  any  other  major  business  or  weekly  news  magazine: 


•irbes 

(asiness  Week 

lirtune 

ime 

ewsweek 

.S.  News  &  World  Report 


%  of  Regular 
Readers 
66.2 
50.8 
47.8 
37.6 
23.2 
11.4 


;e:  Opinion  Research  Corporation,  1985-1986 


NEW  YORK— Upstate 

Double  the  Size  of  Your  Plant 
in  10  Years  for  Free. 

You  can  do  it  in  Upstate  New  York  on  the  savings  horn 
operating  costs  alone.  We  can  show  you  how. 

We're  the  Industrial  Development  Department  of  New 
York  State  Electric  &  Gas,  an  investor-owned  corporation. 

Before  you  move,  be  sure  to  talk  with  our  professional 
staff.  We  can  provide  the  detailed,  individualized  information 
you  need  to  make  an  informed  decision. 

Write  for  a  free  copy  of  our  Industrial  Cost  Guide:  Dick 
D'Attilio,  Manager,  Industrial  Development,  New  York  State 
Electric  &.  Gas  Corporation,  4500  Vestal  Parkway  East, 
Binghamton,  NY  13903. 

Or  better  still,  call  Dick  at 
(607)  729-2551,  or  Telex  932416. 

All  requests  are  completely 
confidential. 


THE  LOW  COST  ALTERNATIVE 


New  York  State  Electric  &  Gas  Corporation 
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NOVA  SCOTIA— Canada 


Make  It  in  Cape  Breton. 
Market  It  Anywhere. 


Cape  Breton  has  the  richest 
investment  incentives  in  North 
America.  And  the  key  location. 

Direct  grants  up  to  60% 
for  plant  and  equipment  mean 
new  or  expanded  operations 
can  begin  making  it  in  Cape 
Breton  today.  And  a  60%  tax 
credit  means  the  tax  holiday 
can  last  for  10  years. 

Cape  Breton's  harbours, 
jetport  and  freeport  facilities 
mean  access  to  global  markets 
in  Canada,  the  United  States, 
Europe  and  more...  markets 
everywhere. 

Cape  Breton  has  skilled 
labour,  secure  energy,  stable 
government... and  much  more. 
Ask  us. 

We're  Enterprise  Cape  Bre- 
ton. We're  business  people. 
You've  just  read  our  offer.  Tell 
us  what  you  need  by  phone 
or  business  card. 

Enterprise  Cape  Breton, 
P.O.  Box  2001, 
Dept.  G-23 
Sydney,  Nova  Scotia 
Canada  B1P  6K7 
Phone  toll-free  "\Q 
1-800-565-9460 


PUERTO  RICO 

Federal  Tax  Credits. 
Local  Tax  Incentives. 
No  Duties.  No  Quotas. 
Low  Labor  Costs. 
Productivity  Double  U.S.  Avg 

Get  the  bottom-line  facts  for  yourself.  Find  out  why  P 
Rico  was  selected  for  over  1,000  plants,  including 
leading  U.S.  and  worldwide  manufacturing  operation: 
demand  state-of-the-art  resources. 

For  full  information,  including  free  copies  of  oui 
development  booklets,  call  Maria  Lopez  at  212-245- 
Ext.  230.  Or  write  Common- 
wealth of  Puerto  Rico,  Eco- 
nomic Development  Admin- 
istration, 1290  Avenue  of  the 
Americas,  New  York,  NY 
10104-0092. 


PUERTO  RICO 

The  climate  is  right. 


TAIWAN,  REPUBLIC  OF  CHINA 

We  Are  the  Best  Hi-Tech 
Center  in  Asia 

•EXCELLENT  INSTITUTIONAL  RELATIONS 
•CONVENIENT  BUSINESS  ENVIRONMENT 
•ACCESS  TO  TAIWAN'S  PRODUCTIVE  ENGINEERS 


Results 


To  Hslnchu,  6Km 


Forbes  presents  the  ideal  environment  to  discover 
options  for  business  locations.  Area  developers  in 
year's  section  received  enthusiastic  returns  from  Fol 
audience  averaging  510  responses  per  ad.  Advertisers! 
tributed  literature  to  Forbes  readers  who  took  advarl 
of  the  Industrial  Development  Advertising  Section  to  oil 
information  on  area  development  and  site  alternatives  [ 


To  Taipei,  70Km 


To  Taichung,  90Km 

^National  Labs  J^Tsinqhua  University  QJChiaotung  University 
m  Administration  Center  J[  Park  Area    |    |  Area  for  Expansion 


Science-Based  Industrial  Park  Administration 

2  Hsin  Ann  Road,  Hsinchu,  Taiwan,  Republic  of  China 

Tel:(035)773311,  Tlx:32188  NSCSIPA,  Fax:(035)776222 
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\a  Mining  Co.  Chief  Executive  William  Griffith 
re  not  totally  naive." 


Photos  bv  Nubar  Aicxjman 


ecla  Mining,  stung  by  sluggish  silver 
Hces,  sees  beryllium  as  a  shiny  new  oppor- 
mity.  But  mining  the  magic  metal  isnt 
uite  the  same  as  selling  it. 


Long  shot 


By  Barry  Stavro 


LIGHTER  THAN  ALUMINUM,  yet 
_  stronger  than  steel,  beryllium 
I  is  one  of  the  world's  magic  met- 
;.  Prized  by  Pentagon  planners  and 
ictronics  makers,  it  is  used  in  com- 
ters,  satellites,  missiles  and  nuclear 
ictors.  Beryllium's  mystique  is 
ightened  because  it's  so  hard  to 
id.  For  nearly  20  years  there  has 
en    only    one  beryllium-bearing 


mine  in  the  Free  World  (the  Soviet 
Union  and  China  have  their  own  sup- 
ply), a  hole  in  the  ground  in  Utah 
owned  by  Cleveland-based  Brush 
Wellman  (1985  sales,  $243  million). 
Now  Hecla  Mining  Co.,  in  Coeur 
d'Alene,  Idaho,  the  U.S.'  biggest  silver 
miner,  has  its  hands  on  a  huge  deposit 
in  Canada.  "We  are  very  excited," 
says  Hecla  President  Arthur  Brown. 

With  the  price  of  silver  having 
bobbed  as  low  as  $4.90  last  spring,  and 


still  $6  or  so  an  ounce,  it's  hard  to 
blame  Brown  for  his  enthusiasm.  Af- 
ter all,  beryllium  is  a  can't-miss  met- 
al, right?  Maybe  not.  "Hecla  is  never 
going  to  be  able  to  market  all  of  that 
[beryllium).  Sometimes  it's  hard  to 
explain  to  miners  that  first  you  worry 
about  where  you  can  sell  it  before  you 
spend  millions  doing  mine  plans," 
says  Al  Kuestermeyer,  a  mining  and 
beryllium  consultant  in  Tucson. 

The  catch  is  that  while  beryllium 
may  be  a  wonder  metal,  its  uses,  so 
far,  are  limited.  A  mere  1.1  million 
pounds  of  the  stuff  was  purchased  last 
year,  compared  with,  say,  26  million 
pounds  of  silver.  Hecla's  mine,  if  com- 
pany projections  are  realized,  would 
dump  the  equivalent  of  another  20%  a 
year  into  the  world  market.  If  worry- 
ing about  a  glut  isn't  problem  enough, 
Hecla  must  try  to  break  Brush  Well- 
man's  near  monopoly — control  of 
about  two-thirds  of  the  world's  beryl- 
lium supply.  Brush  Wellman  refines 
beryllium  into  various  alloys,  ceram- 
ics, and  beryllium  metal  itself — aver- 
age price  $400  per  pound — which 
means  24%  operating  margins  and  a 
P/E  of  24  for  its  stock. 

Hecla,  nevertheless,  says  it  wants 
in.  Forced  to  close  its  biggest  silver 
mine  last  spring  because  it  couldn't 


mine  last  spring  because  it  couldn't 
make  a  living  at  $6  silver,  Hecla  fig- 
ures to  lose  about  $9  million  this  year, 
or  34  cents  a  share,  on  $65  million  in 
revenues.  Hecla's  stock,  trading  re- 
cently at  13,  up  from  a  four-year  low 
of  8%  earlier  this  year,  still  has  some 
leverage  if  silver  climbs  enough.  Just 
three  years  ago  the  company  earned 
$37.6  million  on  $150  million  sales 
when  the  average  silver  price  was 
$1 1.44  an  ounce. 

To  broaden  Hecla's  minerals  portfo- 
lio (it  also  mines  gold  and  clay),  Chief 
Executive  William  Griffith  signed 
into  a  joint  venture  last  month  with  a 
small  Canadian  firm,  Highwood  Re- 
sources, which  owns  the  untapped  be- 
ryllium deposit  650  miles  north  of 
Edmonton  in  the  Northwest  Territo- 
ries of  Canada.  For  now,  Hecla  is  com- 
mitted only  to  working  on  a  feasibil- 
ity and  marketing  study  over  the  next 
18  months  or  so.  But  its  plans  are  far 
more  ambitious. 

"We're  not  totally  naive  about  it. 
Trying  to  penetrate  the  [Brush  Well- 
man]  market  is  probably  the  greatest 
risk,"  Griffith  says.  But  he  figures  the 
market  wants  a  second  supplier,  and 
he  likes  his  chances,  since  his  mine 
could  have  lower  costs  than  Brush 
Wellman  because  of  a  higher  concen- 
tration of  beryllium  in  the  Canadian 
ore.  The  idea  would  be  for  Hecla  to 
put  up  $30  million  to  develop  the 


By  James  Cook 

Talk  to  John  H.  West,  boss  of 
Elk  Grove  Village,  Ill's  Cim- 
inc,  Inc.,  and  you  get  a  pretty 
good  idea  of  why  foreign  manufactur- 
ers have  made  such  alarming  inroads 
into  smokestack  industries  like  ma- 
chine tools.  "In  1970,"  West  says, 
"the  U.S.  companies  were  ahead  with 
NC  [numerically  controlled]  machine 


Hecla 's  Arthur  Brou  n 


"We  are  very  excited. 


mine  and  be  in  business  by  1988. 

But  Hecla's  plan  has  several  holes. 
It  wants  to  produce  beryllium  only  in 
an  intermediate  form,  such  as  berylli- 
um oxide  (current  price:  $60  per 
pound)  and  sell  it  to  customers  who 
would  then  convert  it  into  final  beryl- 
lium products  such  as  alloys.  Hecla 
estimates  it  can  produce  a  mighty 
600,000  pounds  of  the  beryllium  ox- 
ide (about  3  pounds  of  this  produces  1 
pound  of  beryllium  metal)  a  year,  but 
only  a  handful  of  companies  can  con- 
vert it.  The  second-biggest  player  al- 
ready has  a  long-term  supply  contract 
with — who  else? — Brush  Wellman. 

Hecla  and  its  consultants  talk  hope- 


tools.  They  created  the  industry  and 
really  got  it  rolling.  What  they  didn't 
do  was  drive  down  the  price  and  build 
general-purpose  machines." 

U.S.  producers  built  special-pur- 
pose machines,  West  explains,  and 
built  them  to  order  for  delivery  as 
much  as  two  years  later.  The  Japanese 
came  in  with  a  general-purpose  ma- 
chine and  went  after  the  mass  market. 
Maybe  you  couldn't  get  all  the  fea- 


fully  about  Europe  (13%  of  the  ber 
um  market)  or  Japan  (4%)  as  poss 
buyers.  "The  growth  opportunit 
that's  what's  so  bloody  exciting,"" 
Hecla  President  Arthur  Brown.  "I 
you  imagine  building  [ceramic] 
gines  or  35mm  cameras  with 
Counters  Brush  Wellman  Vice  Pj 
dent  Stephen  Zenczak:  "I  don't 
any  such  dramatic  single  new  appl 
tion  on  the  horizon." 

Hecla's  only  realistic  way  to  ma] 
beryllium  investment  pay  may  b< 
manufacture  beryllium  alloys  and 
like  and  go  head  to  head  with  Br 
Wellman.  That  would  put  Hecla 
the  highest-profit  end  of  the  busini 
but  it  could  cost  another  $30  mill 
to  get  there.  It  would  also  put 
company  into  a  manufacturing  bi 
ness  it  knows  nothing  about. 

To  his  credit,  Griffith  has  dive 
fied,  buying  two  mining  companiej 
the  past  five  years  to  add  low-q 
silver  reserves,  and  getting  the  cc 
pany  into  gold  and  clay  mining.  Th 
two  lines  are  in  the  black,  but,  w 
the  silver  slump,  it's  not  enough.  H 
la  needs  to  reopen  its  biggest  sill 
mine,  but  it  also  needs  more  thani 
an-ounce  silver  to  make  that  pay. 

With  even  a  slight  upturn  in  cc 
modities  prices,  Hecla  could  cr^ 
out  of  the  hole  where  it  now  sea 
trapped.  But  anyone  betting  on  bei 
hum  to  give  the  company  a  big  bq 


tures  you  wanted,  but  you  could  ge 
machine  next  week  and  get  it  for  a 
less.  "And  that  was  it,"  West  says, 
was  all  over.  The  Japanese  machi 
tools  caught  on." 

Such  object  lessons  are  much 
John  West's  mind  these  days  becai 
he's  convinced  the  time  is  ripe  to  t 
down  the  pricing  curve  in  compu 
integrated  manufacturing — the  C 
that  gives  Cimlinc  its  name.  "We 
know  what  CAD/CAM  [compu 
aided  design  and  manufacturing]  & 
CIM  can  be  used  for  now,  what  : 
not  good  for,  where  it  can  be  applii 
Now  is  the  time  to  bring  it  in  at  1 
right  price." 

There's  no  question  automati 
hasn't  caught  on  as  fast  as  its  promi 
ers  originally  hoped.  In  the  Sevent 
companies  like  GE  cried  "automa 
emigrate  or  evaporate."  A  lot  of  tra 
tional  manufacturers  climbed  on  l 
bandwagon,  began  buying  NC  toe 
robots  and  CAD/CAM  systems.  E 
they  didn't  automate  from  the  grou 
up.  Rather,  they  assembled  their  s 
terns  from  a  variety  of  producers  oi 
piecemeal  basis.  The  results  so 
have  been  generally  disappoi:itu 
producing  neither  the  costs  nor  c 
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Automation  has  not  yet  proved  the  boon  to 
U.S.  manufacturing  that  it  promised.  John 
West  thinks  he  has  now  positioned  Cimlinc, 
Inc.  to  change  all  that— fast. 

Ready  for  takeoff? 


These  days,  this  can  be  more  money  than 
most  companies  know  what  to  do  with. 


No  matter  how  much  money  your  company 
lakes,  the  growing  number  of  investment 
ptions  can  make  it  very  difficult  to  know  what 
)  do  with  it. 

Fortunately,  however,  choosing  the  right 
Iternatives  is  not  impossible.  It's  just  hard  work, 
^hich  is  a  specialty  of  ours  at  Continental  Illinois. 

Before  we  recommend  equities,  a  private 
'lacement,  a  managed  fund,  or  any  of  a  variety  of 


money  market  or  currency  investments,  we  take 
the  time  to  consider  your  financial  objectives. 

So  if  you  want  to  make  every  penny  count, 
call  Continental  at  312-828-7530.We  can  not  only 
help  you  manage  your  money,  we  can  help  you 
make  more  of  it. 

@  Continental  Illinois 

We  work  hard.  We  have  to. 

< .1986  Continental  Illinois  Natiural  Bank  &  Trust  Company  of  Chicago. 


'  What  is  a  family  supposed  to 
iL/hen  critical  illness  strikes? 

See  a  second  doctor?  Listen 
le  first  doctor?  Are  there 
bns  no  doctor  has  mentioned? 
Few  people  can  cope  with 
isions  like  these  in  the  face  of 
3jor  illness. 

Which  is  why  we  offer  seri- 

patients,  and  their  families, 
ething  they  very  badly  need. 
Help. 

At  the  CIGNA  companies,  we 
e  professional  case  managers 
lable  to  patients  whose  lives 
\  depend  on  a  single  decision, 
pnts  who  need  to  know  every 
pical  option  available. 
I  As  registered  nurses  with  spe- 
|y  training,  these  case  manag- 
Ihave  the  resources  to  uncover 
rie  options  quickly  And  in 
rig  so,  they've  had  a  profound 
let  on  people's  lives. 

In  one  dramatic  example,  a 
!*/ear-old  man  could  have 
Gained  hospitalized  and 
pirator-dependent  until  his 
re  $2  million  in  benefits  was 
Dieted,  leaving  him  no  means 
upport  other  than  welfare. 

But  a  CIGNA  case  manager 
Dped  in  and  involved  another 
Mcian  on  the  case,  who 


weaned  the  man  off  the  respira- 
tor. The  patient  was  then  trans- 
ferred to  a  nursing  home  at  a 
savings  of  $8,000  a  week.  He's  now 
expected  to  return  home  and 
lead  a  normal  life. 

Another  CIGNA  case  man- 
ager arranged  for  the  family  of  a 
premature  baby  to  receive  spe- 
cial home  training.  The  baby  left 
an  intensive  care  unit  for  home 
four  months  sooner  than 
expected;  the  total  savings  in 
medical  costs  came  to  $135,000. 

Time  and  time  again,  CIGNA 
case  managers  have  helped 
people  cope  with  medical  crises 
—and  have  helped  employers 
manage  costs. 

Why  not  consider  making  this 
service  available  to  your  employ- 
ees? Case  management  can 
more  than  pay  for  itself,  and  may 
someday  save  your  company 
something  even  more  valuable 
than  money 

For  more  information,  write 
CIGNA  Corporation,  Dept.  R8,  One 
Logan  Sq.,  Philadelphia,  PA19103. 

Case  management.  It's  one 
more  example  of  CIGNA's  commit- 
ment to  personal- 
ized service  to 
business. 


CIGNA 


efficiencies  their  promoters  had 
promised.  The  reason,  West  main- 
tains, is  that  the  resulting  "islands  of 
automation"  were  not  integrated  into 
a  single  computer-controlled  system 
and  so  could  not  communicate  with 
each  other.  Thus,  for  example,  if  you 
wanted  to  make  an  engineering 
change  in  a  part,  you  would  have  to 
make  at  least  two  other  modifica- 
tions: in  the  design  system  (the  CAD) 
and  in  the  software  governing  the 
manufacturing  process  (the  NC  tool 
path).  More  commonly,  several  other 
change  orders  would  have  to  be  imple- 
mented as  well. 

That's  where  Cimlinc  comes  in. 
With  the  backing  of  some  of  the  U.S.' 
shrewdest  venture  capitalists — Ham- 


brecht  &.  Quist  and  Kleiner,  Perkins, 
among  others — West  founded  Cim- 
linc five  years  ago  to  provide  precisely 
the  computer  hardware  and  software 
needed  to  link  and  integrate  these 
haphazardly  assembled  '  industrial 
automation  components  into  inte- 
grated manufacturing  systems. 

With  $24  million  in  venture  capital 
to  keep  him  going,  West  gradually 
expanded  Cimlinc's  product  offerings 
to  encompass  all  the  elements  of  such 
automation  systems — programming 
for  NC  tools,  both  CAD  and  CAM 
systems,  and  finally  even  the  links  for 
the  planning  and  administrative  func- 
tions— to  provide  an  electronic  flow 
of  information  from  product  design  to 
the  factory  floor.  As  West  puts  it,  "We 

Richard  Ix-rk 


provide  the  glue  of  automati 
Cimlinc  was  on  the  money.  Its  a 
went  from  nothing  to  $30  millio 
five  years.  And  profits?  It's  fid 
breaking  even. 

The  result  is  that  the  time  is 
approaching  when  Cimlinc  fin 
will  go  public,  partly  because  Cim 
needs  capital,  partly  because  its  b\ 
ers  want  to  cash  in,  and  partly  beca 
it  needs  the  recognition  amongj 
potential  customers  that  public  a 
ership  brings.  "We  have  been  in | 
reinvestment  mode  until  this  pd 
primarily  in  R&D,"  he  says.  "I 
this  point  forward  it's  marketing 
sales." 

West  polled  his  customers  a  w 
back  to  see  why  his  best  prospe 
industry  giants  like  Ford,  GM,  ( 
cinnati  Milacron,  Kearney  &  Tree 
Boeing  and  Deere,  weren't  giving  1 
more  business.  "They  came  back 
told  us  it's  too  expensive,  you've 
to  get  the  price  down  to  where 
know  it's  going  to  pay  for  itself." 

Most  such  systems,  West  says,  c 
maybe  $50,000  per  workstation,  w 
a  3 '/2-year  payback,  and  that's  far 
long.  Companies  such  as  Deere, 
instance,  won't  buy  anything  t] 
can't  get  a  one-year  payback  on.  i 
the  price  down  to  $15,000,  and  ] 
get  a  one-year  payback,  and  win 
payback  that  quick  the  market  oui 
to  explode. 

So  West  set  about  redesigning  a 
simplifying  his  equipment  to  get 
cost  down.  Cimlinc's  Power  CIM  s 
tern  introduced  this  summer  is  bil 
around  a  modular  concept  that 
ables  a  machine  to  be  expanded  si 
ply  by  plugging  in  additional  menu 
and  storage  modules  and  maintain 
simply  by  replacing  an  old  mod 
with  a  new  one.  The  price?  It's  n 
$16,000 — low  enough,  West  figui 
to  get  things  going. 

Is  West's  gambit  likely  to  pay  c 
Nobody  knows  at  this  point,  a 
Cimlinc  has  plenty  at  stake.  In  recc 
figuring  his  product,  West  has  bq 
able  to  maintain  Cimlinc's  pre 
margins,  but  a  lower  price  per  ui 
means  he  will  have  to  sell  more  to  1 
the  same  dollars. 

•  West  is  aware  of  the  risk,  of  cour 
but  has  no  doubt  the  time  is  right 
take  it.  "Most  upper-level  manag« 
in  U.S.  companies  don't  have  an  i 
preciation  for  manufacturing.  Th 
come  out  of  finance  or  marketii 
Well,  that's  starting  to  change.  Thi 
are  starting  to  recognize  that  thai 
where  most  of  the  money  in  a  comf 
ny  is  made — on  the  cost  and  quality 
the  product.  The  Japanese  and  Koi 
ans  and  Taiwanese  are  proving  th 
manufacturing  is  how  they  win."  I 


Cimlinc  President  John  West 

A  market  that  should  explode  . .  .  but  only  if  the  price  is  right. 


(5.  Leasing  is  the  nation's  largest 
adent  company  leasing  office  equip- 
pedical  equipment,  fleets  of  cars, 
jl  rolling  stock,  and  even  airplanes. 
H  they  grow  so  big?  Speed,  efficien- 
iknowledgeability.  In  a  word,  service, 
ncrease  their  speed,  efficiency  and 
idgeability  U.S.  Leasing  called  AT&T, 
longer  will  a  customer  have  to  wait 
3.  Leasing  employee  to  call  her  back 
formation  before  completing  her 
ftion.  No  longer  will  the  employee 
leave  his  desk  to  seek  credit,  equip- 
laintenance,  and  contract  data  from 
ce  sources. 

w,  with  AT&T  800  Service  and  the 


integrated  voice  and  data  communications 
provided  by  AT&T  System  85  and  AT&T 
Personal  Terminal  510,  the  U.S.  Leasing 
employee  can  access  all  the  information 
from  several  mainframes  and  respond  to 
the  customer  right  from  the  PT  510  screen. 

So  far,  this  has  meant  an  increase  of 
2.5  hours  a  day  per  employee  at  the  desk. 
Time  well  spent  handling  customer  in- 
quiries, pursuing  new  business,  managing 
lease  renewals,  and  finding  new  ways  to 
serve  customers  better. 

U.S.  Leasing  intends  to  grow  with 
AT&T,  linking  more  AT&T  System  75s  and 
terminals  in  their  smaller  offices,  creating 
a  single  pool  of  information.  So  the  whole 


company  can  communicate  from  a  single 
database.  AT&T  makes  all  the  pieces  fit. 

To  find  out  how  AT&T  can  help  you  use 
communications  to  achieve  your  business 
goals,  call  us  at  1 800  247-1212. 


AT&T 

The  right  choice. 


Edited  by  Jeffrey  A.  Trachtenberg 


Is  there  hope  for  the  Fuller  Brush  man? 
How  about  if  he's  a  woman? 


A  foot  in 
the  door 


By  Kerry  Hannon 

T|  he  car  turns  off  Interstate  70 
in  Independence,  Mo.  and 
swings  into  a  quiet  tree-lined 
neighborhood.  Leo  Cunningham,  60, 
looks  for  the  best  spot  to  park  his 
brown  1972  Buick.  Then,  with  his  18- 


inch-by-24-inch,  25-pound  brown 
leather  suitcase  in  hand,  he  begins  his 
march  from  door  to  door,  ringing  bells 
and  stepping  back  quickly  when  it 
opens,  to  avoid  frightening  anybody. 

Nobody  is  home  at  the  first  three 
houses,  so  he  leaves  a  flier  saying  he 
has  been  by  and  a  phone  number.  At 

Mike  Maple  Garima  I  iaison 


the  fourth,  the  door  opens  cautious  I 
and  Leo  smoothly  drawls,   "Gq  I 
morning,  I'm  from  the  Fuller  Bri^  I 
company,  just  stopping  by  to  seel  I 
there  is  anything  you  need  today.  \  I 
have  some  great  specials." 

Maybe   it's  his   Missouri   dowi  I 
home  voice,  or  his  polite  "yes  ma'aj 
no  ma'am."  Or  maybe  it  is  simply  n  I 
Fuller  Brush  name,  but  before  y 
know  it,  Leo's  case  opens  to  revs 
some  15  items,  from  scrub  brushes 
air  fresheners.  Although  Leo  sella 
$12  hairbrush  here,  more  often  t 
person   at   the   door  murmurs, 
thought  you  guys  had  gone  out 
business." 

With  good  reason.  The  Fuller  Brui 
Co.  was  once  the  leader  in  door-ti 
door  sales,  and  perhaps  the  most  higj 
ly  regarded  manufacturer  of  hous 
hold  supplies.  No  longer.  Today  tl 
company  pulls  half  of  its  income  o 
of  Mexico,  where  it  has  70,000  salj 
representatives  and  a  successful  hi 
of  cosmetics  not  available  in  th 
country. 

Some  harsh  facts  of  contempora; 
life  limit  profit  and  growth  at  hom) 
With  nearly  55%  of  all  women  not 
working  outside  the  home,  hardl 
anyone  is  around  to  buy  brushes.  Ar 
many  of  those  who  are  home  are  r 
luctant  to  let  in  a  stranger  because 
fears  over  the  increase  in  crime.  Coi 
venience  stores  and  supermarket 
moreover,  have  done  to  the  Full 
Brush  man  what  they  did  to  the  mill 
man  and  the  breadman. 

Fuller's  management  style  was  i 
self  an  antique.  As  inflation  got  worS 
through  the  1970s,  Fuller  refused  t 
offer  its  sales  force  even  a  minimui 
wage,  sticking  instead  with  its  35° 
commission.  That  kept  annual  sah 
ries  to  an  average  $10,000  at  best- 
hardly  an  inducement  for  gruelin 
door-to-door  selling.  More  self-defeai 
ing  still  was  Fuller's  inability  to  brin! 
women  successfully  into  its  sale 
force  during  the  1960s  and  earl! 
1970s,  despite  the  example  set  b| 
Avon  Products  and  Mary  Kay.  Fulle 
also  refused  to  encourage  part-timer 
until  late  in  the  game,  which  meant  ii 
neglected  women  with  kids  in  school 
No  wonder  sales,  which  reachei 
about  $110  million  in  1965,  droppei 
to  as  low  as  $50  million  in  1982. 

Most  door-to-door  marketing  comi 
panies,  of  course,  have  suffered  in  rd 
cent  years.  Sales  at  Avon  Product! 
sank  to  $2.5  billion  in  1985,  the  low 
est  since  1979,  while  its  U.S.  repre 
sentatives  dropped  by  20,000,  to 
375,000. 

Fuller's  failure  is  all  the  more  strik) 
ing  because  it  is  owned  by  one  of  the 
savviest  marketing  companies  in  th« 
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WE'LL  PUT  YOU  UP  FOR  THE  NIGHT 

ENTER  'THE  GREAT  OMNI  MOON  BUGGY  CONTEST"  AND 
YOU  MAY  WIN  A  TRIP  INTO  SPACE! 

OMNI  Magazine  is  celebrating  its  8th  Anniversary  with  an  offer 
that's  literally  out  of  this  world — 
a  once-in-a-lifetime  opportunity  to  orbit  the  planet  Earth! 

For  more  details  on  this  extraordinary 
event;  and  how  you  can  be  a  part  of  it,  pick  up  a  copy  of 
OMNI  Magazine  today.  On  sale  everywhere. 
Contest  ends  December  31, 1986. 
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IT'S  OUT  OF  THIS  WORLD 


Mike  Fletcher 


country,  the  $8  billion  (rev- 
enues) Sara  Lee  Corp.  But  to 
hear  insiders  at  Fuller  tell 
it,  Sara  Lee  has  done  more 
harm  than  good  since  buy- 
ing the  business  in  1968. 
Since  then,  for  example, 
there  have  been  six  presi- 
dents or  chief  executives. 
Management  change  be- 
came so  frequent  that  peo- 
ple joke  that  the  current 
president,  Len  Dunlap,  an 
eight-year  veteran,  is  the 
first  one  not  to  have  his 
name  written  in  chalk  on 
the  door.  Sara  Lee  couldn't 
even  make  up  its  mind 
where  it  wanted  Fuller 
Brush  to  be  headquartered. 
So,  as  business  plodded 
downward,  the  company 
pulled  up  stakes  three 
times  until  finally  deciding 
to  settle  in  North  Kansas 
City,  Mo. 

"Fuller  wasn't  responsive 
to  change,"  sums  up  Len 
Dunlap.  "Now  Sara  Lee  is 
finally  willing  to  do  what  it 
takes  to  get  going  again. 
We're  looking  for  new  ways 
to  distribute  our  product  as 
well  as  to  expand  our  prod- 
uct line." 

The  company  has  begun  dis- 
tributing its  first  mail-order 
catalog  to   16   southern  and 
southwestern  states.  It  is  a  48- 
page,  four-color  booklet  designed 
to    reach    potential  customers 
where  Fuller's  direct  sales  staff  is 
weak.  Inside  are  the  traditional  back 
scrubbers  (now  $7),  the  famous  boar 
bristle  hairbrushes  ($12)  and  a  new 
line  of  home  tools,  including  a  $15 
multipurpose,  six-tip  screwdriver  set 
for  the  do-it-yourselfer. 

But  this  catalog  is  soliciting  more 
than  new  business.  Fuller's  U.S.  sales 
staff  has  fallen  from  30,000  in  the  late 
1960s  to  about  20,000  today.  About 
80%  of  those  salespeople  now  are 
women,  and  90%  are  part-timers.  The 
company  hopes  to  add  another  1,600 
employees  this  year,  which  is  why  the 
catalog  includes  a  post  office  box 
number  in  North  Carolina  for  those 
interested  in  selling  Fuller  products 
on  a  full-time  or  part-time  basis.  The 
company  still  doesn't  pay  salespeople 
base  salaries,  but  it  has  raised  com- 
missions from  35%  to  50%.  A  top 
full-time  Fuller  salesman  can  now 
earn  $20,000  or  more,  the  company 
claims. 

"The  greatest  weakness  in  direct 
sales  is  our  ability  to  penetrate  the 
total  market  in  terms  of  frequency 


Qifts  for  Everyone 

lis 

AM 

•  Sis 

A  1925  Fuller  Brush  magazine  ad, 
and  this  year's  direct  mail  catalog 
Since  few  are  home,  try  the  mailbox. 

and  service,"  says  Dunlap.  "We're 
now  reaching  about  36%  of  the  total 
U.S.  population  via  catalog,  homes  we 
weren't  reaching  on  a  door-to-door  ba- 
sis. Mail  order  will  have  to  be  part  of 
our  future  if  we  are  going  to  grow." 

But  the  catalog  business  is  mighty 
crowded  these  days.  Avon  introduced 
its  first  catalog  in  1973.  Moreover, 
Fuller  expects  to  get  only  a  3%  re- 
sponse to  its  catalog.  That's  why  the 
company  plans  to  introduce  Fuller 


Brush  kiosks  in  shopj 
centers  and  specialty  sh] 

"Catalogs  can't  be 
only  answer,"  says  De 
Stryker,  vice  president 
Fuller's  household  divi^ 
and  a  veteran  of  both  A 
and  Shaklee  Corp.  "If 
kiosks  prove  successful 
will  expand.  The  proc 
line  matches  that  of 
catalog,  which  is  broa 
than  that  carried  by  ouij 
rect-sales  staff." 

Fuller  and  Stryker  belii 
they  can  turn  the  compi 
around  because  the  br 
name  is  still  so  well  red 
nized  by  consumers, 
name  conjures  imagesi 
long-lasting  quality  in  s 
pie  products  that  cdl 
with  a  lifetime  guarani 
Nothing  flashy. 

To  build  sales,  Fuller  j 
cut  its  prices  since  l| 
and  expanded  its  line  toi 
elude   pet   and   car  a 
items.  The  superior  qua] 
remains,  but  even  with 
cut,  the  prices  may  be  a 
too  high. 
There  are  no  plans  to  advertise 
tionally.  Why?  "We  haven't  ad\ 
tised  in  15  years,"  says  Dunll 
"You  advertise  when  you  hf 
ways  to  distribute  your  prodl 
and  your  customer  has  access 
it.  We  have  customers.  We  ni 
representatives  to  sell  to  then 
Selling  door-to-door  witfl 
two-week     delivery  tui 
around  is  hard  in  this  age 
instant  gratification.  Nev, 
theless,  the  figures  are  ii 
proving.    Last  year 
number  of  representati' 
was  up,  and  door-to-d<) 
sales  grew  by  at  least  10| 
Sales  rose  7%,  to  $150  million,  1 
pie  1982  sales  of  $50  million. 

Leo  Cunningham,  for  example,  nt 
does  a  lot  of  his  selling,  usually  on  t 
front  porch,  from  4  p.m.  to  7  p.m. 
figures  he  calls  on  about  50  homes 
his  three-hour  afternoon.  It  can  b« 
disappointing  experience  even  foi 
top  seller  like  Cunningham.  "Or 
half  of  them  will  talk  to  me,"  he  sa 
"but  90%  of  the  time  if  they  look 
the  book  they'll  buy  something."  F 
average  sale  is  just  over  $10. 

"The  hardest  thing  about  this  jc 
aside  from  parking,  that  is  ...  we 
that  would  be  keeping  my  smile 
Cunningham  says.  "Sometimes  wh 
that  door  slams  it's  hard  to  do  th 
just  to  smile  and  move  on  over  to  t 
next  house."  ■ 
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Fine  Quality 
Solid.  And  Swiss. 


We're  American.  In  every  way.  Contemporary. 
Innovative.  Productive. 

But  our  Swiss  heritage  makes  us  sticklers  for 
quality.  Sticklers  for  doing  things  right. 

State-of-the-art  ideas  tempered  by  old  world 
standards. 

Good  reasons  why  you  should  have  an 
American  organization  of  Swiss  descent  protecting 
yourvalued  business. 


Good  reasons  to  choose  Zurich-American 
Insurance  Companies. 

We  create  world  class  insurance  that's  in  a  class 
by  itself. 

Come  to  Zurich-American  for  sound  business 
insurance  advice.  Vast  technical  expertise.  And  the 
financial  strength  to  protect  your  enterprise. 

You'll  find  wespeakplain  English.  But  if  you  listen 
closely,  you'll  hear  our  Swiss  accent  on  quality. 


Zurich-American 

American  Creativity.  Swiss  Dependability. 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  insurance  Company  •  American  Guarantee  and  Liability  Insurance  Company  •  Schaurnburg,  IL  60196 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Science  &  Technology 


Edited  by  Gail  Bronson 


To  hear  the  enthusiasts  talk,  genetics  re- 
search is  about  to  revolutionize  medicine, 
and  the  field  is  already  crowded  with  com- 
petitors. There's  only  one  problem. 

Where's 
the  demand? 


Genetics 


How  much  is  it 
worth  to  you  to 
know  with  sci- 
entific certainty  that  you  have  an  in- 
herited tendency  to  develop  heart  dis- 
ease? Or  lung  cancer?  How  about  the 
likelihood  of  giving  birth  to  a  blind  or 
mentally  retarded  child?  A  number  of 
aggressive  young  biotech  firms  are 
betting  that  you'll  pay  through  the 
nose  for  such  information — and  are 
moving  to  grab  a  piece  of  your  busi- 
ness by  capitalizing  on  15  years' 
worth  of  genetics  research  at 
universities  around  the  world. 

But  don't  rush  out  to  buy  a 
fistful  of  stocks  in  the  infant 
industry  just  yet.  "The  market 
is  much  further  out  and  small- 
er than  the  $4  billion  that 
some  securities  analysts  have 
estimated  for  1990,"  says  Ka- 
tie Siafaca,  director  of  health 
care  research  at  Frost  &  Sulli- 
van, a  leading  market  research 
firm.  Frost  &  Sullivan  esti- 
mates that  the  market  for 
DNA  probes — those  hot  new 
genetically  based  "tools"  used 
to  identify  genetic  diseases — 
may  reach  no  more  than  $151 
million  by  the  end  of  the  de- 
cade, up  from  a  meager  $3  mil- 
lion last  year.  That  is  a  breath- 
less rise,  but  the  overall  num- 
bers are  still  too  small  to  bring 
quick  returns  for  investors  in 
what  is  already  a  crowded 
field. 

Despite  the  shrinking  pro- 
jections, companies  continue 
to  act  as  if  megasales  are  just 


around  the  corner.  Eager  to  get  in  ear- 
ly, a  number  of  big,  well-established 
firms,  such  as  Du  Pont  and  Abbott 
Laboratories,  have  negotiated  deals  to 
share  their  distribution  systems  and 
manufacturing  facilities  with  the  bio- 
tech startups. 

Typical  of  such  deals  is  a  $20  mil- 
lion accord  signed  in  July  between 
Integrated  Genetics,  Inc.,  of  Framing- 
ham,  Mass.,  a  five-year-old  startup, 
and  Amoco  Corp.  of  Chicago.  The 
plan  is  for  the  partners  jointly  to  de- 


Unlocking  the  secrets  of  heredity 

Cetus  Corp.  researchers  study  cells  with  AIDS 


velop  commercial  products  oven 
next  two  years.  "They  have  brol 
funding  and  complementary  tech 
ogy  substantially  beyond  whatj 
could  do  for  ourselves,"  says  Rq 
Carpenter,  president  of  Integij 
Genetics. 

Other  genetic  companies  n 
their  own  products  are  practicall 
the  pipeline.  Earlier  this  year  C 
Corp.  of  Emeryville,  Calif,  teame 
with  Eastman  Kodak  to  take  ad 
tage  of  Kodak's  chemical  manufac 
ing  expertise  and  distribution  sysi 
Cetus  claims  that  by  mid- 1987  it 
sell,  through  Kodak,  a  diagnostic 
for  a  human  immunodeficiency  y 
that  has  been  linked  to  AIDS. 

In  fact,  the  biotech  startups  are  I 
ply  piggybacking  atop  decades'  w 
of  university  and  government 
search  in  immunology  and  molec 
biology.  Using  genetically  develc 
DNA  probes  (see  chart,  p.  142),  sc 
tists  can  now  diagnose  a  numbe 
different  infectious  diseases  from) 
tients'  tissue  samples.  When  c 
bined  with  information  about  a  fa| 
ly's  health  over  several  generate 
researchers  can  use  the  probes  to| 
termine  an  individual's  tendenc 
inherit  various  afflictions. 

Companies  are  eager  to  developi 
products  because  getting  federal  | 
proval  to  bring  them  to  market  ta[ 
as  little  as  90  days,  versus  up  to  se 
years  for,  say,  therapeutic  drugs.  < 
small  San  Diego  firm,  Gen-Probe, 
lier  this  summer  received  federal 
proval  for  a  DNA  probe  to  detect 
presence  of  both  Legionnai 
disease  and  walking  pneui 
nia.  Now  Gen-Probe  expi 
federal  approval  by  Christj 
so  they  can  begin  market 
another  diagnostic  kit, 
one  for  tuberculosis. 

The  past  18  months 
seen  a  rush  of  other  such  dl 
nostics  discoveries  by  uni' 
sity  researchers  as  well  as 
technology  firms.  In  Sept« 
ber  several  medical  cent 
began  tests  using  a  DNA  pr 
to  diagnose  an  individu 
tendency  to  pass  along  a  f; 
neurological  disorder  knc 
as  Huntington's  chorea, 
disease  lies  dormant  in 
spring  through  childhood 
surfaces  during  the  mia 
adult  years.  Some  25,000  ca 
have  been  diagnosed  in 
U.S.  The  Huntington's  pn 
is  the  latest  of  the  15  or  so  t 
have  been  developed. 

But  can  DNA  probes 
nose  a  person's  susceptibi 
to  widespread,  mass  ki 
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Bodine 
Assembly  Systems 

More  companies  in  more  countries 
use  Bodine  Assembly  Systems 
than  any  other  in  the  world. 

Let  us  tell  you  why. 


Bodine 

Assembly  Systems  That  Make  Money. 

Some  Straight  Talk  About  Factory  Automation. 

In  a  world  bedazzled  by  talk  of  factory  automation,  it's  easy  to  overlook  the 
realities  of  manufacturing.  Assembly  is  the  most  difficult  of  all  manufacturing 
processes  to  automate.  Successful  implementation  of  automatic  assembly  in- 
volves not  only  the  use  of  existing  and  emerging  technology,  the  tools  of  automa- 
tion, but  also  a  sympathy  for  the  available  human  resources,  probable  parts 
variations,  and  maintenance  skills  found  on  the  factory  floor. 

In  short,  experience  in  assembly  mechanization  is  absolutely  essential  for 
successful  implementation  of  assembly  systems. 

Bodine  —  The  World's  Most  Experienced  Builder  of 
Automatic  Assembly  Systems. 

Bodine  machines  built  in  our  plant  in  Bridgeport,  Connecticut,  together  with 
those  built  by  our  overseas  licensees  are  currently  operating  in  Canada,  Japan, 
England,  Germany,  Norway,  Ireland,  Australia,  Mexico,  Italy,  Belgium,  Puerto 
Rico  as  well  as  everywhere  in  the  United  States.  Our  machines  are  fully  competi- 
tive in  a  world  market.  The  full  scope  of  our  experience  is  available  to  you. 


Bodine  Assembly  Systems  are  Affordable. 

Payment  terms  can  be  matched  to  your  budget.  But  more  importantly,  the  simple 
rugged  dependability  of  Bodine  modular  construction  dramatically  reduces 
operating  costs.  High  up-time  and  low  maintenance  make  them  the  choice  of 
experienced  operators  around  the  world. 

Bodine  Assembly  Systems  are  Appropriate  to  your 
Plant  Environment. 

Assembly  systems  operate  on  the  factory  floor.  Their  design  must  be  matched  to 
the  resources  available  at  that  site.  Whatever  your  environment,  sophisticated  or 
simple,  we  will  configure  your  system  to  your  resources. 

Bodine  Experience  is  Available  at  Every  Step  of  your 
Automation  Program. 

Bodine  will  assist  you  at  every  stage  of  your  program  from  design  concept  all  the 
way  to  full  production.  Why  not  call  our  Senior  Vice  President,  Frank  J.  Riley  at 
(203)  334-3107  or  write  him  c/o  P.O.  Box  3245,  Bridgeport,  Connecticut  06605. 


How  DNA  probes  work 


A)  A  sample  of  human  blood,  urine  or  tissue.  B)  The 
sample  is  filtered  on  a  solid  surface  to  collect  all 
bacteria  and  viruses  present  in  the  DNA.  C)  The 
organisms  are  treated  with  chemicals  to  separate 
their  double- stranded  DNA.  D)  The  synthetically 


devised  DNA  probes,  containing  chemical  tags,  are 
added  to  the  separated  strands  of  DNA.  E)  The  probes 
bind  to  the  complementary  strands  of  DNA  from  the 
invading  organism.  F)  The  sample  is  washed  to  re- 
move any  unbound  DNA  probes. 


B 
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o 
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Source  Integrated  Genetics,  Inc. 


Science  & 
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like  heart  disease  or  cancer?  Only  one 
such  probe  exists  thus  far,  and  that  is 
for  a  rare  form  of  eye  cancer.  But  work 
on  others  is  progressing  rapidly.  Ge- 
netic researchers  now  have  compel- 
ling evidence  that  a  person's  DNA 
makeup  can  exacerbate  the  effects  of 
smoking  or  poor  eating  habits  to  com- 
pound the  risk  of  contracting  both 
cancer  and  heart  disease.  Says  John 
Shine,  president  and  chief  scientific 
officer  at  California  Biotechnology,  a 
Mountain  View  firm  that  has  been 
studying  the  genetic  profiles  of  some 
200  West  German  heart  disease  pa- 
tients, "We  found  that  people  who 
carry  a  particular  gene  have  a  fourfold 
higher  than  normal  risk  of  developing 
heart  disease."  Confirming  studies  in 
San  Francisco  should  be  complete  in 
early  1987. 


Yet  before  the  companies  can 
mount  major  marketing  compaigns 
for  their  products,  they  must  be  able 
to  manufacture  them  in  abundance 
cheaply — and  safely.  At  present,  phy- 
sicians and  lab  technicians  don't  have 
the  complex  knowledge  required  to 
use  these  tests  properly. 

Another  big  obstacle  to  their  wide- 
spread use,  particularly  in  doctors'  of- 
fices, is  the  fact  that  most  probes  em- 
ploy radioactivity  to  signal  positive 
test  results.  Public  concern  about  un- 
necessary exposure  to  radiation,  not 
to  mention  the  problem  of  disposing 
of  radioactive  wastes,  makes  wide- 
spread use  of  tests  outside  of  labs 
highly  difficult  at  best. 

If  and  when  genetic  diagnostics  do 
come  into  broad  use  outside  of  clini- 
cal laboratories,  the  next  step  may  be 
routine  mass  screening  to  see  who 
carries  inherited  genetic  diseases. 
Many  people  who  carry  certain  genet- 
ic traits  aren't  aware  of  it,  says  Dr. 
Haig  Kazazian  of  Johns  Hopkins  Uni- 
versity. Such  information  may  influ- 


ence their  decision  to  marry  or  hi 
children.  The  fact  that  one  in  ev< 
2,000  Caucasian  newborns  enters  1 
world  afflicted  with  cystic  fibrosis 
not  necessarily  disturbing  enough 
make  one  think  twice  about  havi 
children — unless  the  aspiring  pare 
were  to  learn  through  genetic  scree 
ing  that  he  is  among  one  of  every 
people  who  carries  the  gene  that  c 
pass  along  the  disease. 

Such  information,  if  available  at 
affordable  price,  would  undoubtee 
be  interesting  not  just  to  individui 
but,  ultimately,  to  life  and  health  i 
surers  as  well.  Yet,  for  now  at  lea 
visions  of  an  emerging  mass  marls 
in  the  near  future  seem  rooted  mc 
in  wishful  thinking  than  in  soul 
analysis.  By  the  time  such  a  mark 
does  develop,  plenty  of  today's  aspi 
ing  startups  will  be  long  gone.  Gene 
ic  diagnostics  has  a  great  future,  bl 
while  waiting  for  it  to  take  shap 
investors  can  probably  find  lots  of  be 
ter  places  to  park  their  money. — G.1 
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Software 
for  people  who  dont  have 

computers. 


3M  Assistant  Series. 

re  a  person  who's  never  touched 
il  computer,  remember  that 
ntl y,  no  one  else  ever  had  either, 
luting,  it  seems,  is  contagious, 
ybe  you  should  be  thinking 
When  it's  your  turn  at  the  key- 
ere  are  things  you'll  want  to 
|now  about. 

One  of  them  is  the  IBM 
Assistant  Series:  a  family  of  pro- 
grams that  do  nearly 
everything  people  do 
with  IBM  PCs,  but 
easily  enough  for 
someone  who  is  just 
starting  out. 


Assistant 


For  people 
who  write. 


Word  processing 
is  for  anyone  who's 
ever  used  the  eraser 
end  of  a  pencil. 

It  lets  you  add 
new  words,  delete 
old  ones,  rearrange 
s,  fix  misspellings  and  more, 
ressinga  few  buttons 
u'll  not  only  write 
ju'll  write  better, 
t's  easy  to  change 
it's  easy  to  im- 
em.) 
Writing 

I  .  TM 

it   gives  you 
pcessing's  big- 
antages  but 
some  poten- 
plications. 
e  are  no 
commands  to 
elp  is  right  at 
gertips,  and 


what  you  see  on  the  screen  looks 
the  same  as  it  will  on  paper. 

Writing  Assistant  can  even 
check  your  spelling,  plus  there's 
a  built-in  thesaurus  to  help  you 
find  the  right,  correct,  perfect 
word. 

For  people  who  plan. 

IBM  Planning  Assistant™ 
helps  with  budgeting,  analyzing, 
estimating,  and  even  some  occa- 
sional pie-in-the-sky  guessing. 

It  calculates  your  spreadsheet's 
columns  and  rows  (with  all  the  nets, 
grosses,  totals  and  subtotals  you  can 
want)  in  a  flash. 

Then  comes  the  next  best  part,  re- 
calculating. Make  changes  and  Planning 
Assistant  will  re-figure  everything  just 
as  quickly,  and  with  no  complaints. 

Suddenly,  complicated  "what  if?" 
questions  become  simple  "why  nots?" 

For  people  who  file. 

IBM  Filing  Assistant®  is  for  using  one 
of  the  personal  computer's  most  unforget- 
table features. 

Its  memory. 

With  Filing  Assistant  you  can 
store  information  (thousands  of 
index  cards'  worth)  on  a  disk  not 
S$L_^^—.  much  bigger  than  one 
index  card. 

And  you  design  the 
files  your  own  way,  using 
a  computer  language  you 
already  understand. 
English. 

Then  you  can  ask 
Filing  Assistant  for  the 
address  and  phone 
numbered  every  tennis- 
playing  salesperson  in 


sales  district  #9,  and  it  will  find  them  for 
you  almost  instandy. 

For  more  information. 

Which  brings  up  another  question, 
"how  much?" 

Not  much.  Each  Assistant  Series  pro- 
gram is  modesdy  priced.  So  they're  as 
easy  to  pick  up  as  they  are  to  pick  up  on. 

To  learn  more  about  the  IBM 
Assistants  (there  are  11  of  them),  visit 
an  Authorized  IBM  PC  Dealer. 

For  the  store  nearest  you  and  a  free 
brochure,  call  1-800-447-4700.  In 
Alaska,  call  1-800-447-0890;  in  Canada, 
1-800-465-6600. 


Personal  Computer  Software 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


An  armada-size  glut  has.  left  sailboat  own- 
ers taking  a  bath  while  the  boats  they're 
trying  to  sell  sit  in  dry  dock. 

Sail  of 
the  century 


HI 


By  Jeff  Bloch 


Charles  Brewer  Jr. 
spends  eight  days  a 
month  scrubbing,  var- 
nishing and  repairing  a  1983, 
43-foot  Spindrift  sailboat  he 
doesn't  want.  He  has  been  try- 
ing to  sell  it  through  a  broker 
for  $138,000,  about  what  he 
paid  three  years  ago,  including 
$20,000  in  equipment,  and  al- 
most as  much  as  a  similar  boat 
would  cost  new.  A  few  years 
ago  he  probably  would  have 
gotten  his  price  easily. 

But  so  far  his  best  offer  has 
been  $100,000  cash.  Another 
sailor  offered  $70,000  plus  his 
Mercedes,  a  stereo  and  some 
camera  equipment.  "Only 
three  people  have  looked  at 
my  boat  in  one  year,"  laments 
Brewer,  who  owns  a  small 
plastics  company  in  Anaheim, 
Calif.  "I  don't  even  get  calls." 

Those  offers  might  not  have 
been  so  bad  after  all.  Thanks 
largely  to  the  resurgent  popu- 
larity of  power  boats,  it's  not 
uncommon  for  used  sailboats 
to  sit  in  the  docks  two  years 
before  a  new  owner  hoists  the 
sails — or  even  before  a  pros- 
pect makes  an  offer.  And 
that's  despite  a  25%  or  better 
drop  in  prices  of  used  boats 
since  1984. 

A  buyer's  market?  The  best 
in  a  decade.  "You  can  buy 
some  outstanding  used  sail- 


Charles  Brewer  Jr.  and  bis  unsold  sailboat 
"Only  three  people  looked  at  it  in  a  year. 


boats — boats  people  would  have  j 
their  eyeteeth  and  $1 10,000  for  i 
years  ago— for  $79,000.  And  th 
worth  every  penny,"  says  Walt 
Sullivan  III,  president  of  BUC  I 
mation  Services,  which  publi 
comprehensive  directories  of 
prices.  Although  prices  naturally 
widely  depending  on  a  boat's  a 
tion  and  equipment,  there  are  dea  jsi 
be  had,  from  small  20-foot  day  sa 
to  60-foot  oceangoing  yachts.  Ej 
this  year,  one  boat  owner,  after  \ 
ing  ten  months  without  an  offe 
his  60-foot  1983  Gulf  star,  quickl) 
got  his  asking  price  of  $585,000 
grabbed  an  offer  of  $400,000. 

What's  so  frustrating  to  selle: 
that  until  about  three  years  ago  i 
maintained  sailboats  were  at 
holding  their  own  and  often  app 
ated  in  value.  One  reason  was  the 
of  new  boats,  which  had  been  ri 
10%  to  15%  per  year.  A  used  saill 
remember,  is  often  as  good  as  or 
better  than  a  new  one.  Today's  f: 
glass  hulls  don't  rot,  engines  are  ra  J 
u„  Group  used,  and  the  kinks  that  c 
with  any  new  boat  have  ua  oil 
ly  been  ironed  out.  A  sail 
that  is  well  cared  for  can 
20  years  or  longer.  Furl 
high  fuel  prices  conve 
many  power  boaters  to  saj 
the  market  expanded. 

Sailors  felt  like  home 
ers,  relying  on  the  boats'  [ 
stability  to  allow  them 
trade  up  to  larger  craft 

Now,  overproduction 
new  sailboats  from  the  bt 
days,  plus  cheap  imports  i 
the  Far  East,  have  led  to  a 
An  oversupply  of  boats  in 
charter  trade  hasn't  helpec 
ther.  Richard  McGuire 
two  partners  bought  a  45 
cutter  as  a  tax  shelter  in  1 
just  before  it  became 
they  shouldn't  have, 
plan  to  lease  the  1984  Jenr. 
for  charter  in  the  Canbt 
fell  through,  so  they  listed 
boat  six  months  later 
$165,000,  slightly  more 
they  paid  for  it,  incluo 
equipment.  For  two  years 
boat  remained  on  Long  Is! 
with  its  price  periodic 
shaved.  McGuire  and 
friends,  meanwhile,  coul 
sail  it  for  more  than  two  we 
a  year  without  hearing  f) 
the  IRS.  McGuire,  a  partne 
an  insurance  agency,  recei 
sold  the  boat  for  "a  lot 
than  we  thought." 

"Buying  a  boat  is  an  i 
tional  thing.  You're  buyin 


*  lse  you  want  it,  not  because  you 
«  it,"  says  Mitchell  Gibbons-Neff, 
pdent  of  Sparkman  &  Stephens,  a 
fe'  brokerage,  charter  and  design 
jjp  in  New  York  City.  But  even  if  it 
3st  a  big  toy  you're  looking  for, 
I:  are  ways  to  trim  more  off  the 
qt  dn  prices  and  still  get  a  high- 
v  ty  used  sailboat. 
fost  sailboats,  especially  those 
f  40  feet  long,  are  sold  through 
Iters.  Sailing  magazines  are  full  of 
gigs.  Computerized  listing  ser- 
I;  also  can  be  useful  if  you  already 
I  a  good  idea  of  what  type  of  boat 
|!re  looking  for. 

i  iling  season  ends  in  the  North- 
e  Great  Lakes  and  Pacific  North- 
1  by  late  October,  and  owners 
I:  may  be  willing  to  settle  for  an 
I  lower  price  to  avoid  winter  stor- 
Icosts  and  the  strain  of  carrying 
Its  they  don't  want  and  can't  even 
1  Sellers  who  have  listed  their 
Is  for  several  months  or  longer, 
fcknow  the  market's  softness,  are 
tably  more  willing  to  negotiate 

I  new  sellers,  who  still  think  bet- 
nffers  are  in  the  wind. 

rhere  you  buy  the  boat  also  can 
jie  a  difference.  Wooden  boats  are 
fcpular  in  Florida  because  of  the 
i  idity.  A  seller  there  might  be 
fcd  to  accept  an  offer  5%  to  10% 
in  than  what  the  same  boat  could 
rmand  in  another  region.  Deep- 
<:  boats  also  might  be  discounted 
)\orida  and  the  Bahamas. 
,'hatever  the  boat,  have  it  surveyed 
fre  buying;  insurance  companies 
fire  a  survey  for  larger  boats,  any- 
I1.  Also,  make  sure  you  can  get  a 
or  mooring  where  you  want  to 
Slips  are  at  a  premium  in  many 
is,  especially  on  the  West  Coast. 

II  this,  of  course,  assumes  you 
iw  how  to  sail.  That's  no  small 
uirement,  and  brokers  and  die- 
1  sailors  say  it  may  indicate  the 
>est  current  of  this  depressed  mar- 
With  its  palm-blistering  lines  and 

Iry  sails  and  constant  demand  for 
ntion  on  the  water,  sailing  is  hard 
k.  Most  Americans  clearly  prefer 
ply  turning  the  key  on  a  power 
E.  Some  437,000  were  sold  last 
",  compared  with  under  40,000 
ioats.  Power  boats  are  significant- 
nore  expensive  than  similar-size 
ooats,  but  they're  also  wider  and 
i  provide  almost  twice  as  much 
lg  and  storage  space. 
The  famous  yuppies  are  too  busy 
king,"  says  Massachusetts  used- 
t  broker  Ted  Rose,  who  grudgingly 
started  listing  power  boats  to  pick 
business.  "They  don't  have  time 
sailing.  They  want  to  enjoy  them- 
es quickly."  ■ 


Why  buy  when  you  can  charter? 


If  you  sail  only  a  couple  of  weeks 
a  year,  consider  chartering. 
"You  can  come  down  here  a 
month  a  year  and  not  even  put  a 
dent  in  what  it  would  cost  to  buy  a 
boat,"  says  Jeannie  Drinkwine,  ex- 
ecutive director  of  the  St.  Thomas, 
Virgin  Islands  Charter  Yacht 
League.  Many  charters  cost  $1,000 
to  $1,200  per  person  per  week,  in- 
cluding a  captain  and  a  cook  and 
provisions,  even  less  if  you  "bare- 
boat" (sail  the  boat  yourself).  Most 
boats  range  from  30  feet  to  60  feet 
in  length  and  can  accommodate 
two  to  six  passengers.  "The  yachts 
basically  are  floating,  staffed  vil- 
las," says  Kathy  Wagner,  a  broker 
for  Regency  Yacht  Charters,  based 
in  the  U.S.  Virgin  Islands.  If  a  villa 
is  too  small,  of  course,  you  and  19 
other  people  can  rent  a  250-foot, 
four-mast  yacht  for  $105,000  a 
week,  including  food  and  drink  and 
a  crew  of  18. 

Though  anchored  in  the  Carib- 
bean, the  charter  yacht  business  is 
expanding  worldwide.  Many 
American  brokers  are  familiar 
with  yachts  in  the  Mediterranean 
and  the  Aegean,  off  New  England 
and,  lately,  because  of  the  Ameri- 
ca's Cup,  in  the  South  Pacific. 
Wherever  you  charter,  you  can  set 
your  own  course  for  various  is- 
lands, beaches,  restaurants  and 
fishing  holes.  And  when  you're 
through,  the  boat  is  somebody 
else's  problem. 

Charters  remain  inexpensive  be- 
cause there's  so  much  competi- 
tion, much  of  it  created  by  boat 
owners  who  tried  to  trim  their 
boats  as  tax  shelters — with  mixed 
results.  They  aim  to  pay  for  their 
boats  during  the  50  weeks  a  year 
the  IRS  won't  let  the  owners  use 
them.  That  kind  of  thing,  however, 
usually  sounds  like  a  better  deal 
than  it  is,  especially  in  light  of  the 
new  tax  law.  So  plenty  of  charter 
yachts  are  now  up  for  sale,  adding 
to  the  overall  glut. 

Almost  all  of  some  400  crewed 
yachts  in  the  Caribbean — those 
with  a  captain  and  cook,  and  more 
staff  for  larger  boats — are  owned 
individually,  so  it's  easiest  to  book 
a  charter  through  a  broker. 

Any  broker  can  book  almost  any 
yacht,  but  make  sure  your  broker 
knows  the  boat  and  crew  for  which 
you're  signing  up.  After  all,  even 


Marina  in  St.  Thotnas 

You  can  set  your  own  course. 


luxury  yachts  are  fairly  close  quar- 
ters, so  it's  important  to  be  aware 
of  the  condition  of  the  boat  and  any 
quirks  of  the  crew  before  you  climb 
aboard. 

There  are  fewer  unknowns  with 
bareboating,  however.  Companies 
such  as  The  Moorings  Ltd.  or  Ca- 
ribbean Yacht  Charters,  which 
make  available  whole  fleets  of 
boats,  accept  their  own  reserva- 
tions, have  established  standards 
for  maintenance  and  make  sure  the 
boats  are  chartered  by  competent 
sailors. 

Many  brokers  and  charter  com- 
panies also  offer  discount  airfares 
to  the  major  charter  yacht  centers, 
such  as  St.  Thomas  in  the  U.S. 
Virgin  Islands,  Tortola  in  the  Brit- 
ish Virgins  and  elsewhere. 

Charter  yachts  usually  must  be 
booked  for  a  minimum  of  one 
week.  Bareboats  are  only  some- 
what cheaper  than  crewed  char- 
ters. The  Moorings,  for  example, 
rents  a  51 -foot  crewed  yacht  for 
$4,984  per  week  during  the  winter 
season,  including  all  provisions,  li- 
quor and  beer.  Without  the  crew, 
the  boat,  which  holds  four  passen- 
gers, costs  $3,857  per  week,  with- 
out provisions. 

Some  crewed  charters  don't  in- 
clude food  prices.  Instead,  they  al- 
low the  passengers  to  choose  from 
a  selection  of  provisions,  and 
charge  accordingly. — J.B. 


THE  CAR  FOR  PE 
HAVE  CHANGED  BU 


Back  when  you  had  precious  little  in  the  way  of 
means  at  all,  you  may  have  been  one  of  those  pioneer- 
ing souls  who  bought  a  Volvo. 

It  was  the  perfect  family  car.  Spartan?  Perhaps.  But 
also  very  sensible.  A  Sherman  tank  with  room  for  six. 
And  a  growing  reputation  for  durability  and  safety. 


c  1986  VOLVO  NORTH  AMERICA  CORPORATION 


Both  of  us  have  come  a  long  way  since  thei 
You,  for  example,  may  have  reached  that  fx 

where  you  view  a  car  not  as  a  necessity  so  mil 

reward. 

And  we  have  reached  a  point  where  we  ca 
car  like  the  Volvo  760  Turbo. 


WHOSE  MEANS 
SE  VALUES  HAVEN'T. 


J  hat  surrounds  you  with  every  comfort  a  per- 
feans  could  want  in  a  car.  A  turbo-charged 
rtmon  capable  of  embarrassing  cars  much  more 
s  )r  performance. 

i  tedly,  the  Volvo  760  Turbo  is  something  of  an 


But  underneath  youll  discover  its  still  a  Volvo.  A 
totally  sensible  car  with  an  enviable  reputation  for 
quality,  durability  and  safety. 

A  car  that  lets  you  indulge  your  senses. 
Without  taking  leave  of  VOLVO 
your  sense.  A  car  you  can  believe  in. 


Careers 


At  a  time  when  doctors,  lawyers,  dentists 
and  M.BA.S  are  in  good  supply,  jobs  for 
telecommunications  managers  abound. 

Opportunity 
calling 


manufacturers,  or  from  service 
pliers  such  as  GTE,  at  starting  salil 
ranging  from  $24,000  to  $29,00j 
master's  degree  in  telecommui| 
tions  can  earn  you  even  more. 

Lynn  Oliver,  armed  with  a  bai 
lor's  in  telecommunications  ij 
Ohio  University,  found  she  di 
have  to  look  for  a  job.  "They  c 
looking  for  us,"  she  says.  She  reed 
three  job  offers  before  sending  o| 
single  resume.  The  22-year-old  set 
on  Amoco  in  Chicago  as  an  assis 
telecommunications  analyst  ma| 
$28,500.  She's  in  training  now 
eventually  will  analyze  the  softil 
for  various  phone  and  data  systen 

Classmate    Stephanie  Pope 
foundering  in  the  art  departni 
when  she  discovered  telecommu 


1 


By  Jan  Parr 


When  MCI  West  called  Joseph 
Berman,  head  of  the  under- 
graduate telecommunica- 
tions program  at  Ohio  University,  in 
August,  personnel  was  looking  to  fill 
eight  openings.  Unfortunately  for 
MCI,  by  that  time  all  but  6  of  the 
program's  50  June  graduates  seeking 
jobs  already  had  them — as  telecom- 
munications managers  with  Motor- 
ola, Hartmarx,  ITT,  Sunkist,  Westing- 
house  and  Du  Pont,  among  others. 
Most  are  making  salaries 
in  the  high  $20,000s, 
fresh  off  the  campus. 
Says  Ronald  Spears, 
president  of  MCI  Mid- 
west: "People  coming 
out  of  good  telecom- 
munications programs 
today  are  what  M.B.A.s 
were  in  the  1970s — in 
great  demand." 

Used  to  be  that  tele- 
communications meant 
nothing  more  than  mak- 
ing sure  the  phones 
worked — a  task  often 
handled  by  an  office 
manager.  But  as  tele- 
communications broad- 
en— sending  data  from 
computer  to  computer 
over  phone  lines,  relay- 
ing memos  over  facsimi- 
le machines,  organizing 
teleconferences,,  choos- 
ing from  an  array  of  tele- 
phones and  long-dis- 
tance services,  starting 
private  phone  systems 
within  companies — the 


demand  for  qualified  managers  to 
oversee  such  operations  grows.  The 
result  is  that  telecommunications 
management  has  become  one  of  the 
fastest-growing  career  areas  in  the 
country. 

Campuses  are  trying  to  catch  up 
with  the  boom:  Some  32  degree  pro- 
grams in  telecommunications  have 
sprung  up  since  1971.  Graduates  can 
expect  to  receive  several  job  offers 
from  companies  and  organizations  ex- 
panding their  telecommunications 
departments,    or    from  equipment 


it 


Recent  ,t;/ 
Pulling 


ruinate  Lynn  Oliver  art  the  job  at  Amoco 
down  $28,500  at  age  22 — and  that's  for  starters 


tions.  She  was  recently  hired  as  a 
communications  consultant  at 
torola,  where  she  makes  in  the  uj 
$20,000s. 

These  cases  are  not  unique.  Aire 
the  need  for  qualified  managers  in| 
$40  billion  telecommunications! 
dustry  is  urgent,  and  growing.  S 
mates  are  that  the  industry  will  a 
ble,  to  $80  billion,  by  1990,  creal 
some  100,000  management 
Spears  at  MCI  says  he  can  and 
hire  hundreds  of  college  graduates 
management  positions  during 
next  five  years,  doubling  his  stafj 
300  by  1990. 

Why  is  demand  so  acute?  Tecli 
logical  innovation  is  rapidly  creai 
new  products,  and  deregulation 
paved  the  way  for  ij 
suppliers,  all  of  wri 
have  sales  reps  knock 
at  office  doors.  Somei 
has  to  sort  out 
choices.  Until  receri 
telecommunications 
not  been  available  in  i 
lege  curriculums 
cause  Be*ll  declared 
cades  ago  that  it  wa 
hire  only  Bell-traid 
employees.  "There  ij 
a  person  in  the  coun 
who  knows  about  U 
communications  whi 
head  isn't  Bell-shape 
says  Ronney  HarL 
chief  executive  of 
Tec,  Inc.,  a  Chica 
based  telephone  equ 
ment  supplier 
founder  of  the  telecc 
munications  program 
Roosevelt  Univers 
also  in  Chicago.  "I 
probably  had  the 
training  program  in 
world,  but  it  was  pa 
chial,"  adds  Jim  Koer 
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find  out  how  good 
First  Class  can  be. 


FIRST  CLASS 
SERVICE 
AT  YOUR 
FINGERTIPS. 

We're  going  to 
show  you  ser- 
vice and  com- 
fort rarely  seen  in 
I  t  Class,  lb  start,  TWA.  recommends  you  reserve 
if  for  your  tickets  ahead  of  time  with  the 
w;an  Express®  Card,  and  get  your  boarding 
Kiven  before  you  get  to  the  airport, 
ace  on  board,  our  flight  attendants 
ret  your  every  need.  They  are 
I  y  trained  to  know  whether 
i:e  coffee  you  want,  or 
'  agne,  plenty  of 
3  ring,  or  just  plain 


DINING:  ABOVE  AND  BEYOND.  Sip  a  glass  of 
wine  as  you  enjoy  one  of  our  many  appetizing  entrees, 


all  laid  out  beautifully 


on  crisp  linen  table- 
cloths and  served 
on  sparkling  china. 


if 


THE 
BEST  TRAVEL 
AWARDS  FOR 
FREQUENT 
FLYERS.  Only  TWA 
offers  frequent  flyers  the 
opportunity  to  earn  a 
free  trip  for  two,  First  Class, 
around  the  world,  as  well  as 
free  travel  to  a  variety  of  excit- 
ing, exotic  places.  And  members 
of  TWAs  Frequent  Right  Bonus® 
program  who  travel  First  Class  earn 
50%  bonus  miles  on  every  flight. 


FIRST  CLASS 
COMFORT.  Enjoy  the 
luxury  of  our  First  Class 
Sleeper  Seat,  a  plush  recliner  that 
gives  you  room  to  stretch  out 
a  full  six  and  a  half  feet.  So 
no  matter  where  you're 
flying  to, 
you'll  feel  like 
you're  floating 
on  air. 


AMERICAN  EXPRESS  INTRODUCES 
GLOBAL  ASSIST.5"  Wherever  business  takes  you, 
American  Express'  new  Global  Assist  service  provides 
worldwide  emergency  referrals.  With  one  call,  toll  free, 
24  hours  a  day,  American  Express  will  help  Card- 
members  find  a  lawyer,  doctor,  dentist,  pharmacist, 
interpreter — or  even  suggest  which  visas  or  inocula- 
tions are  needed  for  specific  trips.  And  American 
Express  has  Travel  Service  Offices  worldwide  to  help 
you  with  any  changes  in  your 
travel  plans. 


TODAY'S  TWA.  There's  a  new 
spirit  and  vitality  at  Today's 
TWA.  Fly  with  us,  and  find  out 
how  good  we  really  are. 


Cards      TODAY'S  TWA.  FIND  OUT  HOW  GOOD  WE  REALLY  ARE. 


Midiael  I.  Ah 


Careers 


dean  of  telecommunications  at  Gold- 
en Gate  University  in  San  Francisco. 

Telecommunications  is  now  more 
than  an  overhead  expense  to  control; 
it  can  give  a  company  a  competitive 
edge.  New  technologies  can  help  im- 
prove customer  service  and  market- 
ing, allow  cuts  in  travel  costs  and 
provide  cost  efficiencies  through  fast- 
er communication.  "It's  no  longer 
sufficient  to  buy  a  phone  with  four 
buttons  on  it,"  says  Harlow. 

What's  the  best  training?  You  can 
take  several  routes.  An  engineering  or 
computer  science  degree  coupled 
with  an  M.B.A.  is  useful.  If  you're 
working  on,  or  have,  a  bachelor's  de- 
gree in  business  or  computer  science 
and  don't  want  to  commit  to  graduate 
school,  check  out  courses  in  telecom- 
munications offered  at  a  junior  col- 
lege or  through  continuing  education 
at  a  university.  The  most  obvious 
route  is  a  graduate  or  undergraduate 
degree  in  telecommunications  from 
one  of  the  universities — such  as  Ohio 
University,  University  of  Colorado, 
State  University  of  New  York  at  Uti- 
ca,  George  Washington  University, 
University  of  Kansas  at  Lawrence — 
that  offer  them. 

Other  universities  are  scrambling 
to  start  programs.  At  Golden  Gate, 
one  of  the  first  to  offer  a  degree  in 
telecommunications,  Koerlin  says  he 
receives  at  least  one  call  a  month 
from  major  universities  hoping  to 
start  their  own  programs. 


Here's  a  list  of  some  of  the  uni- 
versities that  offer  telecom- 
munications degrees.  Others  offer 
continuing  ed  courses  or  seminars. 

Ohio  University,  Athens.  Offers 
bachelor  of  science  in  communica- 
tions.   Contact   Joseph  Berman, 

(614)  594-6160. 

University  of  Colorado,  Boulder. 
Offers  master  of  science  in  tele- 
communicati  )iis.  More  engineer- 
ing-based that;  some  others.  Con- 
tact George  Morganthaler,  (303) 
492-7427. 

Golden  Gate  University,  San  Fran- 
cisco. Offers  master's  degree  in 
telecommunications.  Contact  Jim 


But  academic  wheels  move  slowly. 
In  the  four  or  more  years  it  will  take 
for  today's  high  school  seniors  to  fin- 
ish college,  industry  experts  estimate 
the  need  for  telecommunications 
managers  will  have  doubled.  MCI 
Midwest,  hoping  to  encourage  stu- 
dents to  consider  telecommunica- 
tions as  a  career,  offers  $2,500  scholar- 
ships to  students  in  selected  Midwest 
universities. 

The  demand  is  not  for  technical 
people  as  such  but  for  people  who 


Koerlin,  (415)  442-7243. 

Roosevelt  University,  Chicago.  Of- 
fers a  telecommunications  certifi- 
cate (12  courses)  or  bachelor's  de- 
gree, both  through  the  college  of 
continuing  education.  Contact 
William  Maury,  (312)  341-3860. 

George  Washington  University, 
Washington,  D.C.  Offers  master's 
degree  in  telecommunications. 
More  policy-oriented.  Contact: 
Chris  Sterling,  (202)  676-8243. 

For  a  comprehensive  list  of  pro- 
grams, contact  Jim  Weinstein, 
manager  of  education  for  the  Inter- 
national Communications  Associ- 
ation, (214)  233-3889.— J.P 


understand  both  the  technology 
business — in  short,  the  demand  is 
potential  managers.  Many  of  the  U 
versity  of  Colorado's  telecom  £ 
students  enter  with  bachelor's 
grees  in  philosophy,  sociology, 
chaeology  and  other  seemingly  un 
lated  fields.  Most  telecommun 
tions  programs  are  interdisciplinj 
requiring  courses  in  accounting,  re 
latory  issues,  management,  compi 
science  and  technology,  along  vt 
hands-on  telecommunications.  S 
cific  courses  might  include  the  te 
nology  of  data  and  voice  syste; 
transmission  systems  (fiber  opt| 
microwave  technology,  satellite  cc 
munications)  or  management  of  cfl 
munications  resources. 

What  is  the  career  path  once  hir 
New  grads  working  for  a  medium 
large  company  typically  will  start 
as  analysts,  like  Scott  Roper,  23,| 
Ohio  University  grad  who's  been  w 
Hartmarx  for  a  year.  His  tasks  hi 
included  publishing  a  corpoi 
phone  directory,  acting  as  cleari 
house  between  equipment  vend 
and  the  company,  and  supervis 
changes  in  the  phone  system  wl 
several  divisions  consolidated. 

An  analyst  might  then  move  on 
project  manager  (overseeing  a  spec 
area  at  a  large  company,  such  as  j 
data  network  or  teleconferencing)  « 
then  manager  of  telecommuni 
tions.  The  title  of  vice  president/co 
munications  is  becoming  more  co 
mon,  and  salaries  are  now  as  much 
$80,000.  ■ 


How  to  reach  out 


i  in 
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The  race-winning  Corvette  of  Rippie/Anderson  Motorsports 
Tires:  Goodyear  Eagle  VR  S  "Gatorback"  street  radials* 


The  fact  that  bath  of  these 
Corvettes  are  on  Goodyear  Eagle  street 
radials  is  no  coincidence. 


The  1986  Corvette  Convertible. 
Factory  specified  tires:  Goodyear  Eagle  VR  "Gatorback"  street  radials. 


Every  Corvette  made  since 
1984  comes  with  just  one  make 
of  tire:  the  Goodyear  Eagle  VR 
"Gatorback"  street  radial. 

Which  is  no  coincidence. 

Because  the  Eagle  VR 
"Gatorback"  was  developed 
specifically  for  the  Corvette's 
tremendous  cornering,  handling 
and  speed  capabilities. 

Considering  the  performance 
of  the  Eagle  VR  "Gatorback"  it's 
not  surprising  that  successful 


SCCA  Showroom  Stock  Endurance 
racing  teams  like  Rippie/Anderson 
also  choose  an  Eagle  street  radial:* 

The  Eagle  VR  S  "Gatorback;' 
a  version  of  the  Eagle  VR 
"Gatorback"  made  for  ultimate 
grip  rather  than  ultimate  treadlife. 

The  success  of  both  the  Eagle 
VR  and  VR  S  "Gatorbacks"  has  a 
common  source: 

Goodyear's  ability  to  engineer 
better  high-performance  radials. 
For  virtually  every  performance  car. 


So  it's  really  no  coincidence 
that  the  Eagle  VR  is  to  be  found 
on  every  new  Corvette. 

Or  that  the  Eagle  VR  S  is  the 
favorite  tire  of  people  who  race 
Corvettes  in  the  SCCA  Showroom 
Stock  Endurance  Series. 

In  fact,  when  you  think  of  how 
the  Eagles  perform,  it's  no  coinci- 
dence at  all. 

Tires  shaved  to  racing  depth  Before  you  race  on 
Goodyear  street  radials.  write  the  Goodyear  Tire  & 
Rubber  Company  PO  Box  9125.  Akron.  Ohio 
44305  for  preparation  recommendations  and 
procedures 


YOU  EITHER  HAVE  GOODYEAR  EAGLES.  OR  YOU  NEED  THEM. 


GOOD f YEAR 


Faces 

Behind  the  Figures 


Edited  by  Gary  Slutsker 


Giveaway  deal? 

Donald  Guinn  resists  being  called 
a  philanthropist.  Not  that  the 
chairman  of  Pacific  Telesis  Group 
(1985  revenues^  $8.5  billion)  is  op- 
posed to  corporate  giving.  Guinn  sim- 
ply bristles  when  the  term  is  applied 
to  his  labor  relations.  As  the  first  of 
the  Bell  operating  companies  to  nego- 
tiate a  new  three-year  union  con- 
tract— ratified  last  month  by  the 
Communications  Workers  of  Ameri- 
ca— PacTel  was  criticized  for  being 
too  generous. 

Did  San  Francisco-based  PacTel 
cave  in?  It  would  seem  that  way.  The 
company  succumbed  to  the  union's 
key  demand  of  job  security.  The  con- 
tract also  increases  base  wages  7% 
over  three  years  and  throws  in  new 
benefits  like  bonuses  tied  to  profits 
and  a  401(K)  thrift  plan  previously 
available  only  to  management.  Most 
significant  are  the  bonus  incentives 
based  on  each  division's  performance. 
At  Pacific  Bell,  for  example,  if  the 
company  hits  its  plan,  a  union  work- 
er's bonus  will  be  1.1%  of  wages  next 
year  and  3.7%  in  1989. 

In  all,  the  perks  could  well  boost 
PacTel's  labor  bill  by  $360  million,  or 
13%,  over  the  life  of  the  contract, 
compared  with  10.2%  for  AT&T's 
new  contract. 
But  there's  another  side  of  the  coin. 


"The  problem  is  that  people  have  only 
looked  at  wage  increases  and  benefit 
increases,"  explains  Guinn,  53,  chair- 
man since  1983.  The  union  made  con- 
cessions in  return  for  the  gains.  No 
more  cost-of-living  allowances,  for 
example.  Less  overtime,  no  more 
automatic  death  benefits  for  pension- 
ers who  retire  after  this  year,  cheaper 
health  care,  fewer  job  titles.  The  job 
security  pledge  came  only  after  the 
company  had  eliminated  30,000  jobs, 
or  30%,  from  the  work  force  since 
divestiture  in  1984. 

Of  the  offsets,  Guinn  says:  "We 
haven't  tried  to  advertise  that  kind  of 
stuff."— G.S. 


"A  company  born 
of  a  patent" 

Divestiture  hasn't  been  all  bad  to 
AT&T.  Thanks  to  the  best  tech- 
nology in  telephone  communications, 
AT&T  is  making  a  killing  right  now 
in  its  biggest  equipment  market:  cen- 
tral office  switches  for  telephone  op- 
erating companies.  In  communica- 
tions technology,  boasts  Ian  Ross,  59, 
president  of  AT&T  Bell  Labs,  "We 
have  the  strongest  capability  in  the 
world."  This  year  Bell  Labs  is  spend- 
ing $2.1  billion  to  keep  it  that  way. 


Dormld  Guinn  with  union  employees  of  Pacific  Telesis 
Did  PacTel  cave  in? 


AT&T  Bell  Labs'  Ian  Ross 
From  live  TV  to  competitive  compi 

Ross'  latest  achievement:  AT&T 
5ESS  switch,  a  digital  central  offi 
system.  Unlike  any  other  system, 
uses  1 -megabyte  memories  and  op 
cal  connections  to  handle  more  than 
million  local  and  long-distance  calls 
day.  The  device  is  much  in  demand  1 
phone  companies,  but  AT&T's  cor 
petitors  are  powerless  to  copy  : 
largely  a  tribute  to  Bell  Labs'  pate: 
lawyers,  and  also  to  a  provision 
Judge  Harold  Greene's  divestitu 
agreement  that  freed  AT&T  from  b 
ing  required  to  license  its  technolog 
Result?  In  just  two  years  AT&T  h. 
installed  half  as  much  of  its  new  cei 
tral  office  lines  as  its  top  competitc 
Northern  Telecom,  has  installed 
total  over  the  past  eight  years. 

How  long  can  AT&T  keep  its  leac 
In  computers  and  data  communic 
tions,  it  has  lagged  badly  behind  IB1 
and  the  Japanese.  "We're  struggling  i 
provide  the  huge  demand  for  thi 
technology,"  Ross  admits.  Softwa: 
development,  certainly  the  key  t 
complex  data  communications,  noi 
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mts  for  half  of  AT&T's  R&D  dol- 
nd  here  Ross  claims  no  superior- 
ie  says  somewhat  defensively: 
think  we  are  equal  to  anybody." 
th  a  trove  of  patents  for  every- 
from  sound  movies  to  live  tele- 
1  transmission  to,  of  course,  the 
t-tone  phone,  it  isn't  difficult  to 
me  Bell  Labs  rising  to  the  chal- 
of  the  next  wave  of  technology. 
Ross  is  strangely  fatalistic.  Of 
iture,  he  says,  "I  think,  I  hope, 
:  anticipated  the  way  that  tech- 
y  will  move." — Kathleen  Healy 


Kiond  chance  for  HoJo? 

ink  people  would  like  to  see 
)ward  Johnson's  make  a  come- 
and  will  give  us  a  second 
:e,"  says  George  Carter,  chair- 
of  South  Weymouth,  Mass.- 
1  Franchise  Associates,  Inc., 
b  hopes  to  rescue  HoJo  from  a 
ted  fade-out.  "But  I  know  we've 
nly  one  shot  left." 


One  shot,  maybe.  By  last  year  the 
60-year-old  chain's  reputation  with 
consumers  was  so  faded  that  its  Brit- 
ish owner,  Imperial  Group  Pic,  gave 
up  and  sold  out.  Hojo's  motels  went 
to  Prime  Motor  Inns,  the  recipient 
also  of  the  rights  to  the  Hofo  name, 
which  it  is  using  exclusively  in  the 
lodging  business.  But  the  418  compa- 
ny-owned restaurants  were  sold  to 
Marriott  Corp.,  which  is  gradually 
converting  about  a  third  of  them  into 
its  own  Big  Boy  chain  and  selling  the 
remainder.  Meanwhile  Prime,  which 
owned  the  franchise — the  HoJo 
name — wanted  to  discontinue  the  res- 
taurants, leaving  150  independently 
owned  HoJo  restaurants  out  in  the 
cold,  once  their  franchise  agreements 
expired  one  by  one. 

Enter  Carter,  who,  with  his  father, 
owns  four  Connecticut  Howard  John- 
son's. Carter  decided  to  fight  to  keep 
the  HoJo  name.  "Many  of  us  indepen- 
dent franchisees  were  doing  well  de- 
spite all  the  problems  with  Hojo's  im- 
age, problems  created  largely  by  Ho- 
jo's corporate  management,"  he  says. 
"I  think  we  can  make  the  name  suc- 
cessful again."  So  he  formed  FAI  and 
promptly  wangled  free  use  of  the  HoJo 
name  from  Prime  and  the  HoJo  reci- 
pes from  Marriott. 

The  irony  is  that  the  HoJo  name  he 
fought  for  could  become  his  biggest 
liability,  unless  he  can  quickly  restore 
HoJo  to  its  former  roadside  glory.  First 
step:  update  the  restaurants'  old-fash- 
ioned appearance  and  menus.  But  af- 
ter years  of  mediocre  food  and  service, 
will  motorists  from  Maine  to  Florida 
go  out  of  their  way  to  give  HoJo  a 
second  chance? 

Nostalgia  aside,  reputations  lost 
aren't  easily  recovered. — John  Merwin 


Touch  ups  in  a  can 

Alan  Rypinski  is  at  it  again.  The 
man  who  brought  the  country 
gleaming  dashboards  with  his  Armor 
All,  a  bestselling  automotive  protec- 
tant, is  now  crusading  to  make  the 
ironing  board  a  relic  of  a  bygone  age. 

Rypinski,  47,  is  lately  pushing 
Wrinkle  Free,  an  aerosol  "fabric  relax- 
ant" that,  he  says,  eliminates  the  need 
for  touch-up  ironing.  Spray  it  on,  then 
smooth  out  wrinkles  with  your  hand. 
It  doesn't  work  on  polyester,  but  then 
who  irons  polyester?  Rypinski  says  a 
$4.50  can  could  cut  your  dry  cleaning 
bill  by  at  least  one-third. 

Isn't  $4.50  expensive  for  a  3-ounce 
can?  Not  to  some  shoppers.  The  first 
weekend  the  product  was  on  the 
shelves  at  Neiman-Marcus  in  Dallas, 
customers  snapped  up  540  cans.  Ry- 
pinski sells  to  other  fancy  stores,  too, 
but  within  a  year  he  plans  to  be  in 
drug  stores,  supermarkets,  laundro- 
mats and,  yes,  even  dry  cleaners.  "The 
margins  are  great,"  he  says.  Those 
$4.50  cans  wholesale  for  $2.00.  Ry- 
pinski is  hawking  the  stuff  to  wrin- 
kled travelers,  among  others,  and 
thinks  Wrinkle  Free  could  hit  $8  mil- 
lion in  sales  after  its  first  year. 

Rypinski  doesn't  invent  things,  he 
just  locks  up  inventions  he  thinks  he 
can  promote.  He  discovered  Armor 
All  in  an  auto  museum  in  1972  while 
restoring  his  1952  Jaguar.  He  bought 
the  rights  from  a  local  chemist,  began 
promoting,  then,  in  1979,  sold  the 
company  to  McKesson  Corp.,  netting 
just  under  $50  million.  This  month 
McKesson  expects  to  spin  out  Armor 
All  in  a  public  offering.  Wrinkle  Free 
came  from  Jeff  Jacobson,  a  young 
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George  Carter  of  Franchise  Associates 

"I  know  we've  got  only  one  shot  left. 


SUPPLYING  ENI 


Energy.  One  of  four  growth  potential  areas  for  C 


CSX  Corporation  is  managing  for  the  future  with  r 
ways  to  increase  shareholder  value.  Following  its  realic 
as  a  component-based  organization,  this  $12  billion 
giant  is  building  its  strength  in  Transportation,  Technolo 
Properties  and  Energy. 

CSX  Energy  directs  activities  in  oil  and  gas  explore 
and  development,  operates  natural  gas  pipelines,  and 
manages  CSX-owned  coal  reserves. 

Currently,  CSX  holds  drilling  rights  for  oil  and  natu 


million  undeveloped  acres  in  Australia,  New  Zealand, 
rth  Sea,  the  Gulf  of  Mexico  and  the  United  States. 
"SX-owned  natural  gas  reserves  stand  at  338  billion 
eet.  And  CSX  Energy's  6,000-mile  pipeline  has 
ion  cubic  feet  of  committed  natural  gas  reserves.  This 
l  serves  92  public  utilities  direct,  and  other  distributors 
h  major  pipeline  interconnects, 
-or  more  information  on  the  growth  potential  of  CSX, 
Corporate  Communications,  P.O.  Box  C-32222,  Dept. 
Richmond,  VA  23261. 


CORPORATION 

Energy 

Transportation 

Technology 
Properties 


Bonnie  Sthiffman 


Alan  Rypinski  of  Very  Incredible  Products 
Who  irons  polyester,  anyway? 


southern  California  inventor. 

Meanwhile,  Rypinski  ferrets  out 
ideas  that  meet  the  high  standards  he 
set  for  his  Newport  Beach,  Calif,  com- 
pany when  he  named  it  Very  Incredi- 
ble Products,  Inc.  He  gets  over  a  dozen 
proposals  a  month.  "I  listen  to  every- 
body," he  says.  "Most  don't  amount 
to  much,  but  once  in  a  while  there  is  a 
fantastic  idea." — Ellen  Paris 


The  sweet  smell  of  Dallas? 

Since  it  was  founded  in  Cologne  in 
1790,  West  German  perfume 
manufacturer  House  of  4711  (sales, 
$300  million)  has  never  been  a  major 
force  in  the  U.S.  with  its  brands  like 
Pavlova  and  Tabac.  But  in  1983,  hav- 
ing decided  to  revive  its  sleepy  U.S. 
subsidiary,  Colonia  Inc.,  the  old-line 
firm  recruited  cosmetics  executive 


Colonia  Inc.  's  Pesin 

A  drop  in  the  atomizer. 


Lawrence  Pesin  to  provide  the  smell- 
ing salts.  Since  Pesin,  51,  joined  as 
president  in  1983,  two  of  Colonia's 
new  fragrances,  Camp  Beverly  Hills 
and  Gucci  No.  3,  are  in  the  top  ten  in 
their  elite  retail  markets. 

Pesin,  a  former  Revlon  executive, 
picked  a  strategy  that  involves  acquir- 
ing rights  to  famous  names.  First  he 
paid  $5  million  to  buy  the  Gucci  and 
Lanvin  lines  from  a  troubled  division 
of  Mennen.  Then  he  signed  a  license 
for  a  new  fragrance  with  trendy  Cali- 
fornia retailer  Camp  Beverly  Hills. 
Next  up:  Dallas,  a  men's  cologne  li- 
censed by  Lorimar  Telepictures  due 
this  month. 

So  far  Orange,  Conn. -based  Colon- 
ia's sales  are  $40  million,  a  mere  drop 
in  the  atomizer  next  to  Revlon's  $200 
million  in  U.S.  fragrance  sales  (the 
U.S.  fragrance  market  is  worth  over 
$4  billion  at  retail).  With  three  succes- 
sive product  introductions,  the  profits 
have  been  going  back  into  the  busi- 
ness— mostly  for  advertising — rather 
than  to  Germany.  "Remember,  it's  a 
psychological  business,"  says  Pesin. 
"If  we  had  no  perfume,  humanity 
would  still  go  forward." — Eva  Pomice 


Our  hero 

The  name  of  the  new  boss  is  appro- 
priate at  $100  million  (sales)  Es- 
mark,  the  onetime  conglomerate  that 
now  boasts,  as  its  premier  product 
line,  Danskin  dancewear.  In  July,  By- 
ron Hero  Jr.,  a  35-year-old  money 


Faces 

Behind  the  Figure 


man,  led  a  group  of  investors  to  j 
control  of  the  business  from  Beat 
Cos.  Hero  and  friends  paid  an  estir 
ed  $20  million  for  Esmark,  a 
considering  that  six  years  ago  Inte: 
tional  Playtex,  then  an  Esmark  u 
paid  over  $40  million  for  DanskinJ 

What  happened  to  drive  down 
price?  It  seems  that  Playtex  hi 
mismanaged  the  acquisition.  Fi 
Playtex  foolishly  dropped  Dansk 
fashion  swimwear,  concentrating 
stead  on  nylon  leotards  in  basic  boi 
black  and  pink  at  a  time  when  wori 
began  demanding  more  colors,  sta 
and  cotton  in  their  exercise  cloth; 
Then,  Playtex  dropped  its  sales  c« 
mission  and  60%  of  the  force  walk 

Danskin  shrank  from  $104  mill 
in  revenues  and  an  astounding  8 
share  of  the  body  wear  market  in  l! 
to  $54  million  in  sales  and  a  3 
share  by  1985.  At  which  point  it 
Hero,  formerly  a  lawyer  with 
mergers  and  acquisitions  departm 
at  Oppenheimer  &  Co.,  to  the  resc 

"We  saw  a  brand  name,  and  we  ? 
a  potential  gross  profit  margin  of  2 


v  4  yr 

§  15* 


Esmark 's  Hero 
Thanks,  Playtex. 


to  30%,"  says  Hero,  who  since  tak: 
over  has  definitely  put  some  new 
into  the  firm's  financials.  Sales  are 
30%  this  year  and  market  share 
back  up  to  over  50%.  Garment  le 
time  (from  design  prototype  to  del 
ery)  is  down  from  54  weeks  to 
weeks,  the  result  of  pruning  the  < 
bureaucracy.  The  commission  systf 
is  back,  and  turnover  in  the  sales  foi 
is  down  to  10%.  The  old  stretch  nyl 
business?  It's  just  about  history- 
are  memories  of  the  Playtex  manaj 
ment  that  caused  the  woes  to  be$ 
with. — Richard  Behar 


Canon 
FaxPhone 


Fhe  first  facsimile  that  belongs  on  your  desk. 


I  You  wouldn't  want  to  do  business 
[lit  your  own  phone.  So  why  give  up 
peed— and  privacy— of  a  phone  call 
1  you  want  to  put  your  talk  into  action? 

Canon's  revolutionary  FaxPhone  10 
ou  hold  a  conversation  and  send 
:eive  documents  right  at  your  desk 
n  the  same  phone  call.  Because 
none  is  a  multifunction  deskphone 
it's  also  an  advanced  business 
mile  that  communicates  with 

other  facsimiles  as  fast  as 
conds  a  page"  over  ordinary 
e  lines.  In  addition,  a  liquid-crystal 
ay  that  tracks  FaxPhone  operations 
by-step,  autodialing,  and  an  auto 
ment  feeder  make  the  facsimile 


functions  as  easy  to  use  as  the  phone. 
And,  of  course,  FaxPhone  can  receive 
documents,  even  when  you're  not  there. 

Canon  FaxPhone:  A  beautiful  way 
to  put  your  words  into  action,  right  at 


your  desk.  Because  now  your  phone 
calls  can  be  more  than  just  talk. 


•Based  on  CC1TT  No.  1  Test  Chart 


Canon 

FAXPHONE  10 

More  than  just  talk. 

For  more  information  about  the  FaxPhone  10, 
call  toll  free  1-800-OK  CANON.  Or  write 
Canon,  U.S.A.,  Inc.,  P.O.  Box  5210,  Clifton,  NJ  07015. 


4KFOR10066 
>1986  CanonUSA.Inc 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  tor  details  at  participating  Canon  dealers  and  retailers 


The  Adventurers. 


For  26  million  mature  Americans ,  it's  the  time  of  their  li 


New  jobs.  New  hobbies.  Newl 
interests.  For  most  of  mature 
America,  every  day  is  a  new 
adventure.  Like  never  before, 
they're  feeling  a  lot  better.  Aboul 
themselves,  their  lives,  their  con1! 
tributions  to  society.  For  the  first 
time,  they  have  new  time  to  exerl 
cise  their  bodies,  their  minds,  thil 
options.  They're  pouring  their  w\ 
found  energy  into  new  projects. 
Helping  to  fight  crime  in  their 
communities.  Doing  something  ;| 
basic  as  learning  to  cook.  Discov| 
ering  life's  simple  little  pleasures 
all  over  again. 

For  26  million  mature  Americcl 
the  authority  on  their  new  lifetimi| 
is  Modern  Maturity  Magazine. 
In  every  issue  minicourses  educate.  Articles 
stimulate.  Opening  new  horizons, broadening  their  visior| 
teaching  them  about  new  health, 
new  food,  new  culture.  Helping 
them  chart  their  new  life  course. 
For  fifty  and  beyond,  the  real 
adventure  is  only  just  beginning.  |  Ma  u] 

If  you  have  something  to  say 
to  mature  America,  add  your 
voice  to  their  voice-in-print, 
Modern  Maturity.  For  advertis- 
ing details,  call  Peter  Hanson 
at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


tuff  of  bad  dreams.  Investors  began  to  buy  stocks 
after  the  sharp  correction  in  mid-September,  but 
:  ut  much  spirit.  The  buying  fervor  that  existed  after 
x,  but  less  severe,  market  setbacks  was  just  not 
it.  The  Dow  eked  out  a  0.6%  advance  over  the  last 
keeks.  On  a  point  basis  the  Dow's  gain  is  less  than  1 1 
s,  or  just  a  few  minutes'  worth  of  volatility  on  one  of 
ow's  more  torrid  days. 

i  classic  caution  about  the  dangers  of  projecting  the 


future  from  the  past  is  always  relevant.  It's  especially  so 
now.  Over  the  last  52  weeks  the  Wilshire  index  shows  a 
27%  gain,  while  the  Dow  is  up  34%.  If  this  torrid  pace 
were  to  continue,  the  Dow  would  be  priced  at  2370  one 
year  from  now.  But  a  continuation  of  the  bull  market, 
even  at  a  much  more  modest  pace,  would  have  to  come  in 
the  face  of  new  declines  in  earnings  estimates,  the  budget 
deficit  and  the  balance  of  trade  problem.  These  are  not  the 
stuff  that  dreams  of  fast  profits  are  made  on. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 

nt change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

it  4  weeks 

-7.8 

-8.4 

-6.8 

-7.8 

-4.3 

-8.2 

it  52  weeks 

27.0 

23.8 

34.0 

27.8 

18.1 

25.5 

Stock  performance  based  on  six  key  investor  yardsticks 

nt change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

st  4  weeks 

-7.3 

-4.1 

-2.8 

-4.2 

-6.3 

-5.0 

-4.9 

-3.6 

-3.2 

-5.5 

-7.1 

-4.3 

st  52  weeks 

31.0 

41.5 

62.3 

34.1 

20.8 

38.4 

28.6 

42.5 

57.4 

40.1 

39.4 

26.6 

re  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created, 
on  sales. 

k's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
nitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


All  data  for  periods  ending  9/26/86/  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


Gav  French 


Where  The  Action  Is 


Hot  and  cold  spots.  Transportation  stocks,  up  3.7%,  far 
outgained  the  Wilshire  index  as  a  whole,  up  0.9%,  in  the 
last  two  weeks.  Overnite  Transportation,  a  Virginia-based 
common  motor  carrier,  rose  almost  32%  on  a  tender  offer 
from  Union  Pacific.  Texas  Air,  which  agreed  to  buy  People 
Express,  was  up  nearly  25% .  The  purchase,  along  with  the 
pending  acquisition  of  Eastern  Air  Lines,  would  make 
Texas  Air  the  largest  U.S.  airline  holding  company.  And 


Trans  World  Airlines,  which  has  more  than  doubled  i) 
last  52  weeks,  registered  a  24%  gain. 

Technology  shares  posted  the  largest  two-week 
Hewlett-Packard  fell  15%.  The  firm  announced  it 
delaying  the  release  of  a  new  computer.  The  only  i 
sector  to  lose  ground  was  raw  materials.  The  worst 
in  this  group  was  Dome  Mines,  the  Toronto-basedl 
producer,  which  fell  20% . 


Percent  change  in  last  52  weeks  "O  O  Percent  change  in  last  two  weeks 
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What  The  Analysts  Think 


On  the  wrong  track.  A  strong  upward  revision  in  the  1986 
earnings  forecast  for  PSA  was  not  large  enough  to  stem  the 
overall  decline  in  estimates  for  the  transportation  sector. 


Reason:  Analysts  made  double-digit  estimate  cuts  for 
railroads,  Kansas  City  Southern  and  Union  Pacific, 
also  reduced  the  forecasts  of  a  number  of  regional  airlu 


Forecasting  the  Forbes  500 

Performance 
period 

Average 
earnings  per 
share  P/E 

latest  12  months 

1986  estimates 

1987  estimates 

$2.70  15.7 
3.28  12.9 
3.90  10.9 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estio 
in  2  weeks     in  4  wet 

1  Finance 

$3.24 

10.7 

-0.14% 

-1.00' 

2 

Consumer  nondurables 

2.08 

15.7 

-0.34 

-0.68 

3 

Utilities 

3.27 

10.4 

-0.35 

-0.60 

4 

Consumer  durables 

3.82 

10.3 

-0.48 

-0.88 

5 

Technology 

2.54 

14.1 

-0.74 

-1.52 

6 

Raw  materials 

1.80 

16.6 

-1.81 

-3.14 

7 

Capital  goods 

2.32 

16.0 

-1.86 

-3.67 

8 

Energy 

2.06 

15.3 

-2.02 

-4.54 

9 

Transportation 

1.48 

18.2 

-2.30 

-7.60 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  BH 
Estimate  System  |IBES),  a  service  of  Lynch,  )ones  &  Ryan,  a  New  York-based  brokerage  firm. 
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NOTHING  IS  MORE 
IMPORTANT  THAN 
iOUR  INVESTMENT 
DECISIONS 


ill  Street  is  a  battleground.  In- 
I  maneuver  for  position,  and  for 
^/inning  position,  there  is  a  los- 
ir.  That's  why  we  publish 
!  JCIAL  WORLD— the  premier 
ijient  magazine.  Every  two  weeks 
■  get  imaginative,  new  ideas,  as 
:  i  time-tested  strategies,  to  sort 
I  winners  from  the  losers  ...  to 
|e  your  investment  return.  And 
fh  save  up  to  40%  on  your  sub- 
|»n  if  you  act  now. 
fsiANCIAL  WORLD  is  written 
sally  to  give  you — the  smart 
Ifr — the  latest  insights  into  every 
Ijient  market — to  help  YOU 


make  money,  save  money  and  beat  the 
averages.  We  monitor  the  market  so 
you  can  make  shrewd  investments  with 
a  maximum  of  information  and  a  mini- 
mum of  risk.  And  we've  been  doing  it 
for  over  80  years. 

Each  issue  covers  such  timely  top- 
ics as  stocks  and  bonds,  real  estate  and 
mutual  funds,  plus  profiles  of  top  fi- 
nancial achievers  and  money  manag- 
ers. Whether  you're  a  bull  or  a  bear, 
you'll  always  find  profitable  investment 
strategies  in  the  pages  of  FINANCIAL 
WORLD. 

In  every  other  issue  you'll  also  re- 
ceive, at  no  additional  charge,  FW's 


highly  regarded  Independent  Apprais- 
als of  3,000  stocks  (all  the  stocks  on  the 
NYSE,  AM  EX  and  NASDAQ  National 
Market  List). 

To  see  how  you  can  profit  from 
FINANCIAL  WORLD,  call  toll-free 
1-800-247-5470  or  fill  out  the  coupon 
below. 

Do  it  now.  It's  one  investment  de- 
cision you'll  never  regret. 

If  the  coupon  is  missing,  write 
your  order  on  a  plain  sheet  of  paper 
and  mail  to:  Financial  World,  P.O.  Box 
1074?>,  Des  Moines,  Iowa  50340. 


Financial 

W>rki 


SUBSCRIBE  TO  FINANCIAL  WORLD  NOW  AND 
SAVE  40%  OFF  THE  NEWSSTAND  PRICE 

□  Yes,  I  want  to  put  Financial  World  to  work  for  me.  Send  me  26  informative  is- 
sues (one  year)  for  only  $38.95. 1  save  40%  off  the  newsstand  price. 

□  I  prefer  17  issues  for  only  $26.95. 1  save  36%  off  the  newsstand  price. 

□  Payment  enclosed.      □  Bill  me.  HSN0029         FOR  FASTER 

SERVICE  CALL 

  TOLL-FREE 

ADDRESS   (800) 

CITV/ST  ATE/ZIP     247-5470 


Write  to:  Financial  World,  P.O.  Box  10745.  Iks  Moines,  Iowa  50340. 


The  Funds 


A  fund  manager  with  an  enviable  record 
makes  his  case  for  cyclical  and  technology 
stocks,  and  names  names. 

"This  time, 
it's  for  real" 


By  Laura  R.  Walbert 


Up,  down,  north,  south: 
Where's  the  market  headed 
next?  A  few  days  ago,  with  the 
Dow  at  1770,  we  put  the  question  to 
Melville  (Mickey)  Straus.  "I'm  more 
hulhsh  on  the  market  than  most," 
Straus,  47,  a  clear-eyed,  personable 
man,  replied.  "The  consensus  is  the 
Dow  will  drop  another  10%  or  so,  to 
1600.  But  I  think  we're  within  5%  of  a 
bottom."  The  bottom,  he  adds,  "prob- 
ably won't  come  before  year-end. 
Tax  reform  gives  people  incen- 
tive to  sell  stocks  to  lock  in  the 
20%  capital  gains  rate." 

Straus'  opinion  counts.  For  the 
past  13  years  he  has  managed  the 
$160  million  (assets)  Tudor  Fund. 
Over  the  93/4  years  ended  in  June, 
Tudor  Fund  averaged  23.1%  a 
year,  placing  it  on  Forbes'  mutu- 
al funds  honor  roll  (see  our  Annual 
Mutual  Funds  Survey,  Sept.  8). 
Straus  also  chairs  the  Investment 
Strategy  Group  at  New  York 
money  manager  Weiss,  Peck  & 
Greer,  which  manages  $3  billion 
in  equities. 

Why  is  Straus  so  optimistic?  Basi- 
cally because  he  thinks  the  economy 
will  be  relatively  strong  next  year, 
that  corporate  earnings  will  reflect 
that  strength  and  that  the  market  will 
reflect  the  earnings.  Straus:  "You 
have  to  look  at  four  factors.  First,  the 
economy  has  been  lackluster  since 
mid- 1984,  and  interest  rates  on  long 
bonds  have  fallen  from  14%  to  7%. 
That  helped  some  areas,  like  housing, 
but  has  yet  to  help  others.  Second, 
energy  prices  collapsed  only  this  sum- 
mer, and  most  people  spend  their  big 
energy  dollars  on  heat.  So  the  positive 


effect  of  cheaper  oil  is  still  to  come. 
Yet  the  negative  has  happened,  cut- 
ting oil  companies'  capital  spending 
and  destroying  the  Southwest. 

"Third,"  Straus  continues,  "on  a 
trade-weighted  basis,  the  dollar's  de- 
cline has  accelerated  in  the  last  four 
months.  While  I'm  not  looking  for 
great  improvement  in  the  trade  bal- 
ance, I  don't  think  it  will  worsen  as  it 
has  been  doing.  And  fourth,  compa- 
nies have  been  hunkering  down,  cut- 
ting costs  fervently  for  18  months. 


Tudor  Fund  Manager  Melville  Straus 
More  bullish  than  most. 


Even  IBM,  which  never  laid  off  peo- 
ple, has  been  affected.  A  lot  is  behind 
us  now.  Together,  those  factors 
should  give  us  a  nice,  healthy  expan- 
sion over  the  next  18  months.  Not  a 
boom,  but  4%  [GNP  growth]  or  so." 

Tax  reform?  Straus  agrees  it  will 
hurt  capital  spending  in  the  short  run 
but  will  in  the  longer  run  increase 
consumer  demand  and  capacity  utili- 
zation, which  will  increase  demand 
for  capital  goods. 

Naturally,  in  the  scene  Straus  sets, 
some  industries  will  do  better  than 
others.  Tudor,  he  says,  is  now  45%  in 
cyclical  and  technology  stocks,  just 


25%  in  consumer  stocks,  wit 
balance  in  interest-sensitive 
and  cash.  "I  have  a  40-ycar  ch 
consumer  stocks  versus  capital 
stocks,"  he  explains,  "and  con 
stocks  have  never  been  as  high 
tively,  as  they  are  now.  Their 
[i.e.,  price/earnings  ratios]  are  cl 
100%  above  the  average,  literal 
the  page.  This  trend  has  been  ! 
since  1980,  and  in  the  last  six  mfl 
you've  had  a  classic  last  gasp 
blowoff.  So  I  think  the  opportur 
in  basic  industry  and  cyclical  st 
particularly  technology." 

Haven't  we  heard  this  b< 
Straus  nods.  "Twice  in  two  ye 
looked  like  the  market  was  shift: 
cyclical  and  technology  stocks 
then  it  aborted — luckily  we  didn 
hurt  much.  But  given  the  valu 
think  this  time  it's  for  real." 

Straus  is  not  urging  that  eye 
and  technologies  be  bought  acros 
board.  Be  selective.  For  Tudor,  S 
has  been  buying  Teradyne,  M 
tests  electronic  circuitry.  "The  j 
machines  shipped  and  the  mod 
phisticated  they  are,  the  more 
need  Teradyne,"  he  explains,  ad 
"They  are  currently  breaking  i 
but  earnings  could  go  over  $2  a  4 
in  the  next  18  months.  The  stock! 
$18,  and  it  could  sell  over  $30 

Another  favorite  is  Bridge  Conj 
nications.  It  makes  local  area 
works,  which  tie  computer  sys 
together.  Straus  predicts  Bri 
which  sells  for  $12,  "could 
80  cents  to  90  cents  a  share 
year." 

Two  other  recent  addition 
Tudor  Fund's  portfolio: 
Computer  Systems  and  LSI  L\ 
"Both  sell  in  the  neighborhoc 
$10  a  share  and  have  $4  [a  si 
in  cash.  So  you're  buyingi 
earnings  power  for  $6,  and  I  tl 
they'll  earn  over  $1  a  share  in 
next  18  months.  Yet  no  one 
anything  good  to  say  about  tl] 
It's  great,"  he  says. 

  And  the  cyclicals?  Whicl 

those  attract  Straus?  "I  added  toi 
airlines.  These  companies  have 
ten  control  of  costs.  And  the  coru 
dation  that  has  gone  on,  with  a  pic 
in  demand,  should  give  unbeliev: 
earnings  power.  I  bought  Amer: 
Airlines,  the  class  of  the  industry, 
United,  because  they'll  benefit  n 
from  consolidation.  My  specula 
play  is  Texas  Air.  If  they  pull  off  i 
recent  acquisitions,  you've  got 
$12  of  earnings  power  in  a  $32  st« 
It  could  be  the  home  run." 

Will  this  outlook  earn  Straus 
Tudor  another  fine  performance 
year?  Stay  tuned.  ■ 
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Statistical  Spotlight 


Business  is  still  so  bad  for  the  oilfield  ser- 
vice industry  that  you  can  almost  hear 
bold  contrarians  saying,  "Aha!" 


Looking  beyond 
the  bad  news 


By  Matthew  Schifrin 


INCE  THE  START  OF  1985,  fa 

stock  prices  have  cut  the 
ket  value  of  20  promineni 
stocks  by  over  $12  billic 


s 

field 

46%  drop.  Two  major  firms, 
International  and  Global  Marine 
bankrupt.  Gearhart,  Zapata,  We 
Co.  of  North  America  and  Readi 
Bates  are  all  in  severe  financial 
tress.  The  Value  Line  Investment  S 
gauging  the  attractiveness  of  thi 
field  service  group  right  now,  rati 
90th  on  a  list  of  92.  (The  91sH 
92nd  are  silver  and  oil  productioi 
Despite  the  bad  news — or  bed 
of  it — this  industry  has  attractec 
likes  of  Robert  Torray,  Batteryin 
Financial  Management,  Irwin  [a 
and  Harold  Simmons.  In  August 


Searching  for  survivors 


The  price  the  oilfield  service  industry  has  paid  for  being  companies  is  not  much  better  than  the  present,  whio 
in  the  doghouse  for  the  last  five  years  is  all  too  plain  in  could  scarcely  be  grimmer.  But  patient  investors — wit 
the  statistics  below.  The  immediate  future  for  these   a  strong  stomach — just  might  find  some  bargains  hen 
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—Price  

EPS 

Price/ 

flow/ 

term 

Market 

Sa 

52-week 

latest 

Current 

sales 

int  exp 

debt 

Equity 

cap 

M 

Company 

recent 

high— low 

12  mos 

ratio 

1986  est 

1986  est 

(mil) 

(mil) 

Imil) 

In 

Baket  Intl 

10 

lS'/s-  8% 

$-4.49 

2.4 

0.58 

1.3 

$377 

$1,010 

$701 

$1,< 

Cameo 

15% 

18%-12V4 

1.28 

2.9 

0.92 

6.5 

12 

102 

113 

1 

Cameron  Iron  Works 

9% 

14'/?-  9V4 

0.15 

2.2 

0.67 

0.7 

169 

343 

299 

c 

Daniel  Industries 

6% 

8%-  6 

-0.13 

3.6 

0.73 

1.6 

13 

93 

65 

1 

Dresser  Industries 

18 

19%- 14 

-2.74 

1.9 

0.37 

7.8 

384 

1,646 

1,381 

4,. 

Enterra 

6 

12%-  5 

-1.13 

2.1 

0.63 

4.8 

48 

123 

54 

: 

GEO  International 

2'/8 

4  -  1% 

-2.49 

2.9 

0.30 

NM 

9 

94 

30 

Gearhart  Inds 

1% 

9  -  % 

-9.18 

0.8 

0.13 

NM 

230 

124 

44 

f 

Global  Marine 

1 

2     -  5/4 

-9.51 

0.1 

0.17 

NM 

1,269 

291 

33 

Halliburton 

22Vi 

28%-17% 

-3.73 

2.1 

0.84 

20.0 

443 

2,858 

2,341 

4,7 

Helmerich  &  Payne 

21 

24'/2-167/s 

0.45 

4.6 

4.40 

6.3 

85 

428 

528 

1 

Hughes  Tool 

7% 

13%-  6% 

-1.04 

3.1 

0.59 

NM 

336 

938 

426 

1,2 

Kaneb  Services 

2% 

8%-  2V4 

^t.41 

L7 

0.84 

0.7 

156 

360 

84 

1 

McDermott  Intl 

20!/2 

23%- 13% 

6.84 

1.0 

0.31 

40.0 

913 

1,204 

758 

3,2 

NL  Industries 

4% 

SV6-  3% 

^.76 

1.4 

0.50 

3.3 

237 

786 

297 

1,4 

Noble  Drilling 

2'/4 

4'/2-  l¥t 

1.46 

2.0 

0.85 

NM 

28 

115 

25 

Ocean  Drill  &  Exp 

12V4 

22  -10% 

-0.35 

1.6 

2.08 

3.8 

189 

840 

624 

( 

Parker  Drilling 

Vh 

5'/8-  2% 

-2.02 

2.7 

0.70 

NM 

239 

223 

106 

2 

Reading  &  Bates 

1% 

6%-  l'/4 

-8.33 

1.4 

0.35 

NM 

449 

219 

52 

2 

Rowan  Cos 

4'/2 

8%-  3% 

-0.24 

2.5 

1.75 

NM 

1  - 

579 

245 

2 

Schlumberger 

33% 

37%-27'A 

0.15 

2.0 

2.17 

4.0 

987 

6,877 

9,773 

6,1 

Smith  Intl 

25/s 

8%-  l'/4 

-11.23 

NM 

0.17 

NM 

481 

183 

60 

6 

Tidewater 

4% 

16'/«-  4'A 

-2.06 

1.7 

0.69 

NM 

176 

249 

104 

2 

Western  Co  No  Amer 

1 

4%-  % 

-3.62 

0.3 

0.23 

NM 

56 

335 

47 

5 

Zapata 

3% 

9'/2-  3'/4 

-7.84 

1.5 

0.46 

NM 

602 

391 

70 

2 

NM:  Not  meaningful. 


Sources  Disclosure  II  lia  Micro/Scan  Data  on  diskette  from  Lotus  Information  Sertices;  Font 
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■Arose  19%,  vs.  a  7%  gain  in  the 
■ire  index,  a  sign  that  institu- 
H  bottom-fishers  are  becoming 
If.  Halliburton,  Schlumberger, 
wk  Drilling  &  Exploration  and 
'ill  International  were  among  the 
idlest  gainers. 

If  these  stocks  remain  a  dicey 
■/Solid  evidence  that  a  recovery  is 
Bid  is  thin.  It's  true  that  in  fune 
jldustry's  onshore-rig  count  final- 
wtomed  out  at  588,  ending  a  five- 
jflrop  from  4,600  in  1981.  At  last 
v,  684  rigs  were  operating.  But 
1  only  26%  of  the  industry's  re- 
st, capacity  of  2,600,  and  few  of 
»  are  profitable  at  current  daily 
r?  Revenues  for  most  companies 
Kill  declining. 

ft  key  to  better  times,  of 
vie,  is  higher  prices.  Oil  at  $15 
Mrel  gives  little  incentive  to 
pi  exploration  efforts.  But 
ij  a  slight  increase  in  busi- 
lyould  help  the  oilfield  ser- 
cmdustry. 

nou  think  that's  likely,  lis- 
Ip.  Our  computer  gave  us 
jitial  list  of  oilfield  compa- 
ilvith  1985  sales  of  at  least 
Inillion  and  share  prices 
fer  than  $1.  Many  of  the  25 
ftanies  on  our  final  list  are 
■  losing  money,  and  Wall 
It,  as  indicated  by  earnings 
psts  from  the  Institutional 
brs  Estimate  System,  expects 
I  improvement  before  1988.  Re- 
Iber,  too,  that  with  several  thou- 
I  rigs  sitting  idle,  book  values 
I  now  are  surely  higher  than  sal- 
fJvalues. 

jte  yardstick  that  can  help  evalu- 
Ehese  companies  is  the  price-to- 
1  ratio,  or  PSR.  The  PSR  shows 
(much  investors  are  ready  to  pay 


Patrick  McDonnell 

for  a  dollar  of  a  company's  sales.  Back 
in  the  last  boom  year,  1981,  oilfield 
stocks  sold  on  average  at  1.42  times 
their  sales.  More  than  half  the  compa- 
nies in  the  table  opposite  have  PSRs 
under  0.75.  Ken  Fisher,  the  money 
manager,  Forbes  columnist  and  a  pro- 
ponent of  PSRs,  argues  that  if  a  low- 


PSR  company  can  hold  on  to  most  of 
its  sales  in  lean  times,  significant 
stock  price  gains  are  likely  when  busi- 
ness and  margins  improve. 

In  calculating  price-to-sales  ratios 
here,  estimated  sales  for  1986  have 
been  conservatively  adjusted  down- 
ward to  reflect  continuing  poor  busi- 
ness in  the  second  half  of  1986.  The 
column  headed  "Cash  flow  coverage 
of  interest  expense"  shows  the  ratio  of 
total  interest  expense  to  current  cash 
flow.  It's  a  key  datum — companies 
most  capable  of  covering  debt  have  a 
better  chance  of  outlasting  the  slump. 
Given  the  sharp  drop  in  oil  prices  dur- 
ing the  last  year,  we  have  taken  the 
cash  flow  from  the  first  two  quarters 
of  1986  and  multiplied  it  by  1.5  to 
arrive  at  a  reasonable  estimate  of 
cash  flow  for  the  year. 

Suzanne  Cook,  an  analyst  with 
First  Boston,  thinks  Dresser  In- 
dustries  looks   good.  Dresser 
Chairman  John  Murphy  aggres- 
sively  cut  back  his  oilfield  op- 
"'    erations  and  sold  divisions. 
The  restructuring  has  thus  far 
raised  $300  million  in  cash, 
and  the  company  recently 
announced  plans  to  buy  back 
up  to  15%  of  its  stock  over 
the  next  18  months.  Cook  also 
likes  McDermott's  common 
and  preferred. 

The  table  below  lists  preferred 
shares  of  some  major  oilfield  ser- 
vice companies.  The  lure  of  preferreds 
lies  in  their  present  yields,  potential 
yields  and  the  seniority  of  these 
shares  to  common  stock.  More  com- 
panies may  have  to  restructure  or  file 
for  bankruptcy,  so  the  seniority  of  pre- 
ferred stock  could  be  crucial.  Half  the 
preferred  issues  have  cumulative  divi- 
dends in  arrears.  ■ 


A  preference  for  preferreds 


:low  are  eight  issues  of  preferred  stocks  for  six  compa- 
es  in  the  oilfield  services  industry.  Half  of  the  compa- 
es  on  the  list  already  have  stopped  paying  dividends. 


Investors  may  want  to  investigate  these  anyway.  When 
ailing  companies  restructure,  they  often  offer  preferred 
holders  attractive  payoffs. 


ipany 

Issue 

S&P's 
rating 

Recent 
price 

Stated 
annual 
dividend 

Yield 

Amount 
in  arrears 
per  share 

Conversion 
— into  common — 
rate  value 

Recent 
common 
price 

>al  Marine 

$3.50  cum  conv 

D 

3 

$3.50 

NA 

$4.37 

2 

$2.00 

1 

eb  Svcs 

adj  rate  cum-A 

B 

75 

V 

10.4% 

NA 

NA 

NA 

2% 

)ermott  Intl 

$2.20  cum-A 

BBB 

26 

2.20 

8.5 

NA 

1 

20.50 

20Vi 

)ermott  Intl 

$2.60  cum-B 

BBB 

263/s 

2.60 

9.9 

NA 

NA 

NA 

20  Vi 

ling  &  Bates 

$2.13  cum  conv 

C 

5% 

2.13 

NA 

0.53 

1.3 

2.44 

1% 

ding  &  Bates 

ad)  rate  cum 

C 

43/s 

V 

NA 

0.55 

NA 

NA 

F/s 

:water 

6%  adj  conv 

B  + 

87  Vi 

V 

6.9 

NA 

14 

66.50 

4% 

tern  Co  No  Amer 

$7.25  cum-A 

D 

4V4 

7.25 

NA 

3.63 

NA 

NA 

1 

Not  applicable;  v:  Variab 

e.  depending  on  rates. 

Soun 
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FINANCIAL  INFORMATKM 
SO  INSIDE,  IT'S  ALMOST 

LIKE  BEING  A  MEMBER 
OF  THE  BOARD. 


When  it  comes  to  your  investments, 
"time  is  money"  is  not  a  cliche. 
It's  gospel.  The  longer  it  takes 
you  to  find  out  what  insiders  know, 
the  more  it  costs  you.  That's  why  it 
pays  to  watch  Financial  News 
Network  on  cable  television. 

From  6am  to  7:30pm,  Monday 
through  Friday,  FNN  provides  a 
constant  stream  of  news  as  well  as 
stock,  bond  and  commodity 
updates  and  analyses. 


There  are  commentaries  and 
interviews  with  personalities  who 
are  a  veritable  "who's  who"  of 
business,  economics  and  personal 
finance.  There  is  also  FNN's 
continuous  coverage  of  NYSE 
and  AMEX  trading,  plus  the  only 
NASDAQ  "over  the  counter" 
stock  ticker  anywhere.  And  it's 
all  live  and  immediate.  In  fact, 
when  news  breaks,  FNN 
viewers  know  it  and  can  use 
it  within  minutes. 
That's  about  as  inside 
as  you  can  get. 


Another  benefit.  FNN  viewers i 
also  purchase  DBC/MarketWail 
services  for  real  time  stock  and 
option  quotes  direct  to  their 
personal  computers. 


FINANCIAL  NEWS  NETWORK 
AS  INSIDE  AS  YOU  CAN  GEll 

So  tune  in  FNN  today 
Consult  your  local 
cable  listings  fori 
FNN  channel  on 
your  cable  opera 


Capital  Markets 


MONEY  &  INVESTMENTS 


i  lot  of  folks  got  burned  by  GNMAs  in  the 
ust  year.  Thafs  the  big  reason  GNMAs 
wre  now  attractive  again. 

MISINFORMATION, 
DISINFORMATION 


By  Ben  Weberman 


li>IMA  mortgage  passthrough  cer- 
icates  are,  once  again,  one  of  the 
i  >st  attractive  investments 
Aund.  If  you  have  $25,000  or  more 
iiput  to  work,  think  about  them, 
lit  think  carefully.  An  astonishing 
■ount  of  misleading  information 
^circulating  about  them. 

These  certificates,  representing 

rticipations  in  specific  pools  of 
ortgages,  are  guaranteed  as  to 

ncipal  by  the  U.S.  government. 

ius,  there  is  no  credit  risk.  But 
pre  is  considerable  market  risk. 
(iat  fact  has  inspired  much  disin- 

mation  and  caused  deep,  wide- 
jread  disappointment. 
As  interest  rates  have  fallen  in  the 
1st  year,  the  rate  at  which  mort- 
ges  were  refinanced  accelerated 
Iter  than  anyone  I  know  can  re- 
II.  Investors  who  thought  they 
Id  10-to-  12-year  average  life 
KMA  mortgage  pool  certificates 
felding  12%  to  14%  quickly 
trned  otherwise.  Speedy  repay- 
ents  reduced  average  lives  to  as 
Itle  as  two  years  in  some  cases, 
loceeds  had  to  be  reinvested  in  is- 

es  yielding  8%  to  10%. 
|Meanwhile,  new  mortgage  pro- 
|iction  has  remained  high.  But  in- 
Istors  burned  by  their  recent  re- 

jn  Weberman  is  a  senior  editor  of  Forbes 
ugazine 


payment  experience  have  been  shy- 
ing away  from  them.  As  a  result, 
prices  on  new  GNMA  issues  re- 
treated more,  and  yields  rose  1%  to 
2%  higher,  than  on  Treasury  issues 
with  comparable  maturities.  That, 
in  a  nutshell,  is  what  makes  these 
issues  so  attractive  now. 

But  take  care  when  a  salesperson 
bearing  data  comes  at  you.  Figures 
representing  yield  can  easily  be  jug- 
gled to  show  performance  that  is,  to 
put  it  mildly,  unrealistic.  Nowhere 
does  this  show  more  dramatically 
than  in  the  table  of  GNMA  certifi- 
cate prices  and  yields,  particularly 
on  pools  with  coupons  of  12%  and 
higher,  appearing  daily  in  the  Wall 
Street  Journal.  The  data  there  are 
compiled  on  the  antique  assump- 
tion that  all  30-year,  fixed-rate 
mortgages  have  an  average  life  of  12 
years.  Those  days  are  long  gone. 
Nowadays,  when  mortgage  rates 
fall  from  15%  to  10%,  the  higher- 
coupon  debt  instruments  are  being 
refinanced,  and  average  lives  fall  to 
two,  three  or  four  years. 

So,  if  you  read  that  a  12%  GNMA, 
trading  at  10  722/32,  would  yield 
10.79%,  don't  believe  it.  On  the  re- 
payment experience  of  the  past 
year,  the  average  remaining  life  is 
only  two  years  and,  when  principal 
loss  is  taken  into  account,  the  re- 
turn is  really  only  8.86%.  The  13s 
are  priced  at  a  credible  10813/32  in 
the  Journal.  The  yield  on  them, 
however,  is  not  1 1.63%  as  reported. 
Using  an  industry  standard  Public 
Securities  Association  formula  for 
estimated  life  based  on  recent  expe- 
rience, the  likely  yield  on  these  13s 
is  closer  to  8.46%.  In  the  case  of 
14%  GNMAs  trading  at  1093/32,  the 
Journal  says  the  return  is  12.46%, 
the  PSA  formula  8.28%. 


Steven  Hueglin,  executive  vice 
president  of  Gabriele,  Hueglin  & 
Cashman,  owned  by  John  Hancock, 
offers  a  ten-page  analysis  of 
GNMAs  that  segments  them  into 
high-coupon,  premium-priced 
pools,  current-coupon  pools  and 
low-coupon,  discount-priced  pools. 
After  explaining  merits  and  disad- 
vantages, Hueglin  concludes  that 
short-term  investors  such  as  corpo- 
rate treasurers  may  like  the  high- 
coupon,  short-life  issues.  A  12% 
pool  with  an  estimated  life  of  two 
years  could  return  8.86%,  much 
higher  than  the  6.4%  yield  on  a 
Treasury  of  the  same  maturity. 

An  issue  with  a  coupon  just  above 
today's  prevailing  rate — for  exam- 
ple, a  10.5%  or  11%  pool— should 
appeal  to  anyone  who  thinks  rates 
are  rising.  If  rates  do  rise,  prepay- 
ments would  slow,  and  these 
GNMAs  would  lock  in  a  higher 
9.5%  to  10%  yield. 

Individuals  new  to  this  market, 
and  who  have  a  neutral  view  of  the 
interest  rate  outlook,  should  buy  a 
current  coupon  issue — the  9s  to 
9lAs.  These  would  have  little  ad- 
vance prepayment,  a  level  cash 
flow,  and  would  return  9%  to  9.5%. 
To  get  a  pool  that  has  a  shorter 
expected  life  regardless  of  the  level 
of  interest  rates,  ask  for  a  pool  orga- 
nized six  or  seven  years  ago. 

Discount-priced  issues,  particu- 
larly the  8s,  are  for  those  who  think 
rates  are  coming  down.  They  are 
trading  at  95  Vi  to  yield  about  8.7%, 
substantially  more  than  comparable 
Treasury  issues.  If  yields  fall,  the 
price  of  the  GNMA  would  rise  and 
repayments  and  prepayments  at  par 
(100)  would  bring  a  capital  gam  on 
top  of  the  usual  debt  service  flows. 

Gary  Peters,  senior  vice  president 
of  the  Exchange  National  Bank  of 
Chicago  and  a  man  with  an  almost 
missionary  fervor  about  GNMAs, 
urges  investors  to  look  carefully  at 
prepayment  experience  before  con- 
firming an  order.  Peters  is  a  GNMA 
wholesaler  providing  pools  to  more 
than  a  thousand  dealers.  Anyone 
you  buy  from  should  be  able  to  pro- 
vide information  about  pool  pay- 
ment experience  and  the  location  of 
the  mortgaged  properties — clues  to 
potential  prepayment  experience. 

The  spread  of  the  price  for  any 
order  under  $200,000  is  about  2 
points  over  the  round-lot  trades 
shown  in  the  Journal's  table.  That 
would  cut  about  50  basis  points  off 
the  yields  above.  Quite  reasonable, 
Peters  says.  I  agree.  ■ 


rM~rr\nED  in  ioc/. 
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The  Big  Portfolios 


MONEY  &  INVESTMENTS 


Some  money  runners  are  prospecting  in- 
flation, hoping  to  strike  it  rich  on  .  .  . 

GLITTERING 
GOLD 


By  Susan  Lee 


LaBH  I 

It's  pretty  much  a  knee-jerk  reac- 
tion: The  market  catches  a  sniff  of 
inflation  and  there's  a  lickety-split 
runup  in  commodity  prices.  Except 
that  this  time  money  runners  aren't 
bidding  up  every  pork  belly  or  steel 
scrap  in  sight.  Instead,  the  response 
is  mighty  specific — hard  commod- 
ities over  soft  ones,  gold  over  silver, 
and  North  American  mining  com- 
panies over  all  others.  According  to 
these  money  managers,  the  case  for 
gold  fairly  glitters.  And  for  a  wide 
range  of  reasons. 

For  starters,  most  players  think 
that  the  economy  is  very  healthy 
and  will  be  growing  for  some  time. 
Michael  Friedlander,  of  M.J.  Fried- 
lander  &  Co.,  points  out  that  spot 
prices  for  raw  materials  have  turned 
around  completely.  "No  matter 
what  you  think  of  the  economy, 
commodity  prices  indicate  that 
something  has  changed,  at  least 
pncewise,"  he  says.  "The  market 
could  be  wrong,  but  it  is  telling  us 
people  are  now  anticipating  GNP 
growth  of  4%  to  5%." 

But  the  economy  is  not  the  only 
thing  money  managers  see  growing. 
The  rapid  increase  in  the  nation's 
money  supply  and  the  continuing 
budget  deficits  also  rank.  Put  these 


Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


three  factors  together  and  it's  no 
wonder  that  again  there's  talk  of 
inflation.  And  of  gold.  Says  Alexan- 
der Paris  of  Barrington  Research: 
"We  are  in  that  part  of  the  business 
cycle  when  gold  prices  tend  to  rise. 
In  fact,  the  price  of  gold  really  bot- 
tomed out  when  the  dollar  peaked 
in  1985."  (He  also  points  out  that  in 
terms  of  the  yen  and  mark,  gold  is 
25%  cheaper  than  it  was  a  year  ago.) 

Another  bunch  of  money  runners 
is  high  on  gold  as  a  hedge.  These 
players  are  afraid  that  giant 
amounts  of  private  debt,  along  with 
the  government  debt,  make  the  fi- 
nancial system  vulnerable.  Chief 
scare?  A  default  on  the  huge 
amount  owed  to  banks  by  the  Third 
World.  "If  there  should  be  a  finan- 
cial shock,  gold  would  be  a  good 
place  to  be,"  says  Brian  Schaefer  of 
Bailard,  Biehl  &  Kaiser.  "We  decid- 
ed to  buy  gold  this  year  because  we 
figure  it's  a  good  hedge  in  extreme 
deflation  as  well  as  inflation." 

Ditto  for  John  Hathaway  at 
American  Securities  Asset  Manage- 
ment. He  thinks  the  dollar  is  over- 
valued and  the  U.S.  has  reached  the 
limits  of  its  ability  to  issue  debt  to 
foreigners.  That  could  mean  infla- 
tion or  recession.  "Either  way,"  he 
says,  "gold  will  come  out  ahead." 

Whatever  the  particular  reason, 
then,  gold  strikes  a  lot  of  smart  peo- 
ple as  the  place  to  be.  But  not  all 
gold  stocks  are  desirable.  Low  luster 
are  South  African  companies,  be- 
cause of  the  political  risks,  and  Aus- 
tralian ones,  because  (money  man- 
agers complain)  it's  difficult  to  get 
the  necessary  information  to  follow 
them.  The  net  is  that  most  money 
managers  are  sticking  to  North 
American  companies. 

Alex  Paris  argues  that  there  is  a 


boom  now  in  North  American  gc 
with  new  production  coming  i 
stream  and  the  cost  of  producti 
falling.  Indeed,  he  estimates  tri 
with  production  costs  at  less  th 
$200  an  ounce,  firms  can  ma 
money  with  gold  as  low  as  $350. 

At  the  top  of  almost  everybody 
list  is  Newmont  Mining,  which 
considered  to  be  a  very  high  qualj 
U.S.  metal  stock.  "It's  the  best  w 
to  play,"  Friedlander  says.  "It's  c 
mestic  and  it  owns  95%  of  Ne 
mont  Gold,  which  is  one  of  the  b| 
mines  in  the  U.S." 

In  second  place  is  Placer  Devela 
ment,  a  company  extremely  wj 
known  in  Canada  but  little  knov 
here.  It  is  one  of  Hathaway's  biggo 
holdings.  "It's  a  junior  Newmo 
Mining — well  managed  and  aggrt 
sive,"  he  says.  Placer  mines  gc 
and  silver  (and  has  some  oil  and  g 
interests)  with  operating  gold  min 
in  Nevada  and  Montana.  Pans,  f 
one,  expects  Placer  to  show  su 
stantial  earnings  gains  over  the  ne 
several  years. 

Teck  Corp.  is  another  litt] 
known,  but  favored,  Canadian  coi 
pany.  It  is  well  diversified  with  gol 
copper,  zinc,  coal,  oil  and  gas.  As 
large  mining  company  it  ranks 
one  of  the  best  run  in  Canada.  Te 
has  a  major  interest  in  the  massii 
Hemlo  gold  strike  in  Canada,  ai 
the  feeling  is  Teck  will  be  the  laj 
est  gold  producer  in  North  Amerii 
in  several  years'  time. 

Two  other  names  I  hear  are 
nico-Eagle  and  Battle  Mountai 
Agnico-Eagle  mines  gold  and  silv( 
and  its  good  financial  condition  h] 
allowed  it  to  stockpile  productic 
Friedlander  calls  it  "Canada's  besl 
Battle  Mountain  is  the  gold  produ 
er  spun  off  in  1984  by  Pennzoil. 

(One  word  of  caution:  Few  of  I 
smart  institutional  types  are  buyii 
Homestake  Mining,  the  biggest  go 
producer  in  the  U.S.  Its  earnim 
have  been  weak  and  there  is  litt 
chance  they'll  get  any  bett 
through  1987.) 

Most  money  managers  are  loo 
ing  at  gold  stocks  as  a  long-ter 
.play,  arguing  that  despite  the  rece 
runup  in  gold  prices,  there  is  st 
plenty  of  room  to  rise.  (Althouj 
few  are  willing  to  go  on  the  reco 
with  Hathaway,  who  predicts  a  ne 
high  in  the  price  of  gold,  in  doll 
terms,  in  the  next  year.)  And  wh 
gives  their  optimism  a  certa 
oomph  is  the  fact  that  they  are  fin 
ing  new  reasons  to  buy,  rather  th; 
mouthing  the  same  old  blather.  I 
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ji  the  party,  get . . . 
b  Sayings  of 
uirman  Malcolm 


"Gems"  said  USA 
Weekend.  "Irrepressi- 
ble", said  The  Princeton 
Packet.  Guess  what.  Over 
1,000  of  the  Chairman's 
Sayings  have  now  been 
published  in  a  set  of 
two  slim  green  and  gold 
volumes  to  the  delight 
of  readers  and  reviewers. 
"Ideal  fare  for  lovers  of 
the  zip  read".  "Malcolm 
Forbes  is  more  than 
willing  to  offer  his  two 
'cents  worth  on  most 
any  subject".  Two  cents 
worth  times  1,000  is 
$20.  You  can  have  them 
all  at  the  bargain  price 
of  $18,  slipcase  and  ship- 
ping included.  Be  pro- 
voked and  amused,  fill 
out  and  return  the  cou- 
pon today. 

ey  said  about  the  first  printing. 

?ad  your  book,  and  it  was  delicious.  I  ate  it." 
Ann  Landers,  Daily  News,  New  York 

ive  we  done  so  well  for  so  long  without  it? 
le  book  is  witty,  wise,  serene,  sometimes 
id  at  other  times  tipsy;  but  always  great, 
and  in  all  ways,  well  worth  its  price." 

The  Nashville  Banner 

id  it  and  I  recommend  it  to  you  uncondi- 
It  is  a  terrific  book,  with  a  thousand  things 

want  to  repeat  and  memorize  . . ." 
ry  Gray,  Radio  Station  WMCA,  New  York 

likely,  though  possible,  that  students  at  the 
a  and  Harvard  Business  Schools  will  wander 
i  the  quad  with  this  little  green  book  open, 
zing  Forbes  capitalistic  pearls.  On  the  other 
aybe  they  should." 

John  Weisman,  Los  Angeles  Times 


Right  On,  Mr.  Chairman" 

— Publishers  Weekly 

A  dinner  of  fortune  cookies" 
—Newsday 


Chairman  Malcolm 
pens  more  of  his  wealth 
of  wisdom.  Forbes  has 
covered  a  lot  of  ground 
and  so  do  his  sayings: 
Gems. 

USA  Weekend 

The  Malcolm  Forbes 
sayings  in  this  latest  col- 
lection are  clearly  the 
fruit  of  deep  contempla- 
tion. Right  on,  Mr. 
Chairman. 

Publishers  Weekly 


Reading  Malcolm 
Forbes'  latest  is  a  lot 
like  having  a  dinner  of 
fortune  cookies.  You 
get  assorted  amuse- 
ments, even  though  it's 
clear  there's  not  much  at 
the  center. 

Newsday 

A  collection  of  auda- 
cious wit  and  irrepress- 
ible opinions,  the  pithy 
epigrams  apply  to  all  of 
life's  situations. 

Princeton  Packet 


r 


(  )  Send  me  "The  Further  Sayings  of  Chairman 
Malcolm".  My  check  for  $8.95  plus  954  for  ship- 
ping and  handling  enclosed. 

(  )  Better  still!  Send  me  the  set  of  two  volumes 
in  matching  green  slipcase  for  only  $18  (shipping 
and  handling  included).  Check  enclosed. 

Send  to: 


1 


Name 


(please  print) 


Address 


L 


City 

Please  add  sales  tax  for 
New  York  State  and  other 
states  where  applicable. 


State  Zip 
Forbes 

60  Fifth  Avenue 
New  York,  NY  10011 
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Stock  Trends 


MONEY  &  INVESTMENTS 

While  there  are  wispy  straws  in  the  wind  to 
suggest  the  economic  news  is  not  all  bad, 
I  dont  buy  the  (<buy  cyclicals'  theory. 

UNSETTLED  DUST 


By  Ann  C.  Brown 


Back  in  June  I  wrote:  "Between  now 
and  year-end,  the  stock  market 
stands  a  good  chance  of  yo-yoing 
between  1700  and  1950  on  the  DJI, 
with  100-point  weeks  becoming 
commonplace  and  35-point  daily 
moves  downright  yawnable."  At 
the  moment,  I  see  no  reason  to 
change  my  so-far,  so-lucky  call. 
Nearly  five  months  have  passed 
since  this  prediction,  and  the  pieces 
are  more  or  less  falling  into  place, 
provided  you  can  see  through  the 
clouds  of  confusion. 

One  thing  is  clear:  Interest  rates 
have  stopped  going  down — at  least 
temporarily.  The  steep  drop  in  the 
value  of  the  dollar  versus  major  for- 
eign currencies  has  done  little  to 
improve  the  balance  of  trade.  This, 
coupled  with  the  likelihood  of  a 
much  higher  than  expected  federal 
deficit,  has  dampened  overseas  en- 
thusiasm for  buying  our  growing 
debt.  The  result  has  been  a  rise  in 
interest  rates  that  could  fan  smol- 
dering inflationary  embers  if  the 
Fed  continues  its  unilateral  policy 
of  monetary  accommodation. 

The  recently  released  figures  on 
the  state  of  the  economy  are  more 
bone-chilling  than  heart-warming. 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  of  AC.  Brown  &  Associates. 


The  gross  national  product's  meager 
0.6%  growth  in  the  second  quarter 
shows  how  close  we  are  to  reces- 
sionary territory.  More  important 
for  the  stock  market,  corporate  prof- 
its were  weaker  than  expected. 
With  tax  reform  scheduled  to  deal  a 
blow  to  the  earnings  of  many  com- 
panies in  1987  through  the  imposi- 
tion of  a  minimum  tax  on  corpora- 
tions, equity  buyers  should  be  in  no 
hurry  to  reach  for  their  wallets. 

That  the  industrial  operating  rate 
continues  to  slip  is  no  cause  for  joy, 
either.  Nor  is  the  announcement  of 
large-scale  employee  layoffs  planned 
by  such  venerable  firms  as  Hon- 
eywell and  AT&T.  The  fact  that 
rumors  are  again  flying  about  possi- 
ble deep  trouble  in  the  banking  sys- 
tem doesn't  add  to  overall  investor 
confidence.  And  the  "triple  witch- 
ing hour,"  or  whatever  it  was  that 
caused  the  one-day,  4.7%  decline  in 
the  DJI  last  month,  scared  thousands 
of  would-be  stock  buyers  out  of  ever 
wanting  to  own  shares  in  America. 

But  not  all  of  the  news  is  bad. 
There  are  wispy  straws  in  the  wind 
that  suggest  the  economy  may 
breeze  through  the  next  couple  of 
quarters  in  better  shape  than  in  quar- 
ters two  and  three.  Retail  sales  are 
up — although  this  rebound  appears 
to  be  100% -financed  by  the  0%-to- 
2.9%  APR  car  sales  promotion.  In- 
dustrial output  registered  a  0.1% 
gain  in  August,  and  July's  figure  was 
revised  from  a  downer  to  up  0.3%. 
Housing  starts  turned  positive  from 
the  previous  month's  negative  re- 
sults, and  both  personal  income  and 
personal  spending  increased  in  the 
latest  reporting  period. 

Other  signs  of  new  life  include  a 
slight  decline  in  unemployment  (in- 
cluding gains  in  the  important  man- 


ufacturing sector)  and  a  lengthei] 
in  the  average  work  week.  Perl 
the  best  news  of  all  is  that  ini 
tories  continue  lean  in  most  in<| 
tries,  which  should  help  keep  b 
ness  in  business  for  several  mon 

Because  of  these  glimmers  o: 
upturn  in  the  overall  econo 
some  investment  strategists  b 
hopped  aboard  the  cyclicals  as 
equity  group  to  ride  for  what  o 
perceive  to  be  the  first  leg  of  Phaj 
(or,  it  can  be  argued,  Phase  III)  of 
Big  Bull  Market.  I'm  not  buying 
theory,  and  prefer  to  do  my  st 
hunting  among  the  quality  noil 
clicals  the  institutions  have 
carded  in  their  endless  search  fi 
fractional  performance  advantagi 
the  game  within  a  game  they  pi 

Take  Coca-Cola  (33).  I  liked 
stock  at  40  (Forbes,  Sept.  8)  as  a  lc 
term  buy.  I  now  like  it  short  term 
well.  I  suspect  Coke's  stock  ca 
under  heavy  selling  pressure  fl 
funds  forced  to  divest  themselve 
stocks  in  companies  doing  busin 
with  South  Africa.  But  KO  recei 
announced  its  plans  to  sell  th| 
holdings,  which  should  1)  pro\| 
more  money  to  pursue  further 
quisitions  and  2)  permit  pension  i 
profit  sharing  trusts,  college  endij 
ment  funds,  etc.  that  have  owi 
the  stock  and/or  would  like  to  q 
it  to  do  so.  Since  many  institute 
may  be  unable  to  reinstate  their 
sitions  until  the  sale  of  the  Soi 
African  holdings  becomes  final,  h 
is  one  case  where  the  individual  t 
get  a  jump  on  the  big  buyer. 

Other  stocks  seriously  smacl 
in  the  mid-September  madness 
elude  Sara  Lee  (60)  and  Ralston  F 
ina  (64)- — two  companies  with  lo 
records  of  steady,  above-averi 
earnings  growth.  Also  hard  hit 
my  shopping  list:  RJR  Nabisco  (" 
H.J.  Heinz  (39)  and  Quaker  Oats  {7 
which  is  down  17%  from  its  yea 
high,  and  is  selling  at  14  times  IS 
estimated  earnings  per  share  of  $ 

A  couple  of  lower-priced,  high 
risk  situations  back  in  buying  ran 
are  Uniforce  Temporary  Personnel  ( 
o-t-c)  and  TCBY  Enterprises  (19,  o-l 
down  25%  and  50%,  respective 
from  their  latest  52-week  hig 
UNFR  is  estimated  to  grow  arou 
20%  per  year,  and  is  selling  at 
times  next  year's  estimated  ea 
ings  of  70  cents  per  share.  A  possil 
30%  per  year  grower,  TCBY  fn 
chises  "The  Country's  Best  "5 
gurt,"  which  I  like  better  than  : 
cream  and,  boy,  before  TCBY  di 
ever  like  ice  cream.  ■ 
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>rbes  Market/ 


TRAVEL 


REAL  ESTATE 


WINE  CELLARS 


WINE  CELLARS 


E  IN  THE  KNOW 

ffRAUELOltf 

■  i  ^  — y,onaL 

I  ITIES  WORLDWIDE 

whip  from  JFK,  New  York) 
u  ie  •  Australia  •  Orient 

i  $1099  Melbourne  $1199 
5c  329  Nice  648 
i  595  Paris  549 
|  329  Rio  De  Janeiro  799 
Bi  895  Tokyo  695 
I      457  Vienna  549  i 

ft*9*  WC  TOLL  FREE 
io&P  NATIONWIDE 


1145-1302 


800-231-5561 
718-445-8429 


tSS  OPPORTUNITIES 


R  $500,000,000  $ 

SINESSES  FOR  SALE  BY  OWNERS 

Us  of  Dollars  •  No  Brokerage  Fees 

tor  Buy  ;f 
se  1-800-233-2115  V  ,T 
114-612-0072  ^^8^ 
OFFER  OWNER  FINANCING 
TERN  BUSINESS  SERVICES.  INC. 


OMPUTERS 


DY-EPSON 


kOth  year  of  DISCOUNTS 
[ERS  &  CELLULAR  PHONES 

Fgt.  Prepaid.  Save  Tax 
Ml  Free  800-231-3680 

iRYfTlflC  INDUSTRIESINC 
22511  Kaly  Fwy 
/  (Houston)  TX  77450 
392-0747  Telex:  774132 


LANEOUS  FOR  SALE 

vIENT  GEMSTONES! 
(TEED  LIQUIDITY!!! 

Ue  catalog.  Satisfaction  Gtd 
Member:  Jewelers  Board  of 
nber  Commerce,  American 
issn. 

►USE  OF  ONYX 

).  One  Main  Street 
ville,  Kentucky  42345 
FREE  1-8O0-626-8352 


FORBES 
CET/CLASSIFIED 

tied  in  the  first  issue  of 
onth.  Advertising  clos- 
i  is  one  month  preced- 
of  issue. 

lency  discounts  avail- 
ayment  must  accom- 
rder  unless  from  ac- 
agency. 

I0ITI0NAL  INFORMATION 
WRITE  OR  CALL: 

LINDA  LOREN 
5  MARKET/CLASSIFIED 

Wenue/New  York,  NY  10011 
!12)  6Z0-2440 


FOR  SALE. 

•  Binghamton 

377,600  sq.  ft,  including 
78,400  sq.  ft.  office  space; 
16'18'  ceilings. 

•  Horseheads 

110,000  sq.  ft,  including 
9,000  sq.  ft  office  space; 
24'  ceilings  at  eaves; 
30  acre  site 

•  Horseheads 
1,500,000  sq.  ft,  including 
51,000  sq.  ft.  office  space; 
18' -20'  ceilings;  95  acre 
site 

These  plants  are  just  a 
sampling  of  the  90 
buildings  and  40  industrial 
parks  available  in  the  New 
York  State  Electric  &  Gas 
Corporation  service  area. 
For  further  information  and 
full-service,  no-cost 
relocation  service,contact 
Dick  D'Attilio,  Manager, 
Industrial  Development 
New  York  State  Electric  & 
Gas  Corporation,  4500 
Vestal  Parkway  East, 
Binghamton,  New  York 
13903.  Or  call  (607) 
729-2551. 
me  tow  cosTAimmmi  \ 


New  Yof*  State  Electric  & 


SUNLIGHT  BASIN  LODGE  — 

Beautiful  lodge  and  cabins  sits  1 5  miles 
inside  the  National  Forest  on  the  east 
boundary  of  Yellowstone  Park.  This 
unusual  wilderness  retreat  is  accessible 
year  around  and  is  one  of  the  truly 
important  private  inholdings  in  the 
Greater  Yellowstone  Ecosystem.  Con- 
tact Hall  &  Hall,  Inc.,  Exclusive 
Agent  for  the  Seller.  Billings,  MT 
59103  (406)  252-2155. 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group.  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr. 
history. 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


Own  Spectacular  Land, 
40  acres  in  the  Colorado 
Rockies.  $30,000  and  up,  1% 
down,  9%  financing.  Write: 

Forbes  Wagon  Creek  Ranch 

Box  303,  Fort  Garland,  CO  81133 
(303)  379-3263 


WlNECELLARS-USA 

High-Quality  •  American  Made 
Lifetime  Warranty  on  Redwood  Racks 

Custom  Rack  Systems  and  Cellars  from  600  ■  20,000  Bottles 
Standard  Features:  Wood  Construction*  Individual  Bottle  Nesting 
5  Yr  Warranty  on  Compressor*  Uniform  Temperature  &  Humid- 
ity and  Proper  Aeration*  120  VAC  operation-No  Special  Wiring 

Retail  YourCost 

440  Bottle  (Pictured)  $2495  $1495 

880  Bottle  Twin  Unit   4495  1795 

Earn  $100  or  more  commission  on  sales  from  your  leads . 
Our  cellars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 
rare  wines  &  other  cellars,  we  are  licensed  wine  merchants — Call 

Olympic  Sales  Co.  since  1947 

839S.LaBreaAve.,  Los  Angeles, CA90036  Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221    •    We  Ship  Anywhere. 


ART  &  ANTIQUES 


PORTRAITS 
IN  MARBLE 


Life  size  portrait  busts  in  white  Carrara 
marble.  Hand  carved  from  photographs 
by  distinguished  Italian  sculptors  Like- 
ness guaranteed.  $6, 000 -$7,500.  For 
offices,  homes,  public  display.  Profile 
bas  reliefs  on  bronze  plaques  also 
available.  Catalog  of  classic  statues  $5 

ELEGANZA  LTD.    America's  foremost 
Importers  of  European  statues. 
3217  W.  Smith,  *914 
Seattle,  WA  98199  •  206-283-0609 


BUSINESS  SERVICES 


Does  your 

company  logo 

speak  good 

sign  language 
? 


We've  designed 
logotypes  for 
Fortune  500 
companies  that 
speak  for  them- 
selves. Call  The 
Idea  Factory  at 
1-800-IDEA-USA 
for  a  free 
sample  kit. 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads,  &  messages.  24 
hours  a  day.  All  50  States  &  Canada. 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext.  100. 


EXECUTIVE  GIFTS 


ALL  NAME  BRANDS 
FAST-FRESH-CHEAP 

1-800- JR-CICAR 


Forbes:  Capitalist  Tool 


EXECUTIVE  GIFTS 


CUSTOM 

STAND-UP  DESK 


3819  Fondren.  Houston,  Texas  7706.1 
(713)975-972! 
Outside  lexas  1-800-645-2065 


—  —  —  mm  mm  mm  — 

j  MACANUDO  ROTHSCHILD  ) 
1  CIGARS  35%  OFF!  1 

|         (6V2"  RG42,  Box  of  25)  | 

I  S33*/B0X!  (SAVE  $18.55)  I 

Wrapper  choice:  Natural,  Claro  or  Maduro 
1   Also  rock  bottom  prices  on  fresh,  perfect  ■ 
■     Partagas.  Don  Olegos,  H.  Upmanns,  I 

I Ramon  Allones,  Royal  Jamaicas. 
Montecruz.  FREE  catalog  800-672-5544  I 
(NY  State:  212-221-1408)  Send  check  or  ■ 
_        M  0  —add  $2  00  for  shipping  _ 
New  York  residents  add  sales  tax. 
Offer  expires  Nov  30  1986 

| FAMOUS  SMOKE  SHOP| 

_    Dept.  83,  55  W.  39th  St  New  York  NY  10018  ■ 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  Vb"  |or 
state  width)  Great  birth- 
day or  Christmas  gi^r 
Send  SI3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Oept  O 
San  Francisco.  CA  94 1 3 1        (41  S|  585  61 00 


The  Contrarian 


IN  PARADISE 

An  island  paradise  that  offers 
A  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 
per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  100 1 1 
or  call  212/620-2461. 


MONEY  &  INVESTMENTS 


1 


In  spite  of  the  recent  break  in  the  man 
its  present  PIE  is  well  in  line  with 
average  market  PIE  for  over  100  yea 
and  values  continue  to  abound. 

1962  REVISITED 


By  David  Dreman 


There's  an  increasing  number  of 
bears  out  there — many  of  whom 
were  roaring  bulls  only  seven  days 
before  the  early-September  market 
break.  They  think  the  sell-off  last 
month,  the  market's  worst  week  in 
nearly  25  years,  was  only  the  open- 
ing round  of  a  major  market  decline. 
I  disagree.  The  sellers  today  are  as 
wrong  as  the  naysayers  were  back  in 
May  1962,  a  point  from  which  the 
Dow  Jones  industrial  average  dou- 
bled in  little  over  three  years.  Here 
are  my  reasons. 

The  current  break  caught  the  bull 
market  in  its  fifth  year  of  moving  up 
in  an  almost  straight  line,  with  only 
minor  hiccups  on  the  downside. 
The  S&P's  500  (adjusted  for  divi- 
dends) increased  170%  from  August 
1982  to  early  September  1986.  No 
market  in  this  century,  including 
the  great  postwar  one,  has  gone  up 
without  several  corrections  of  at 
least  10%  or  15%  within  the  first 
few  years.  The  largest  correction  in 
the  current  market,  prior  to  last 
month,  was  only  7%. 

A  major  correction,  as  I  have  writ- 
ten frequently,  was  overdue.  Taken 
in  context  then  with  bull  market 


Daiid  Dreman  is  managing  director  of 
Dreman  &  Embry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


action  of  the  past,  the  single 
86-point  decline  in  the  Dow, 
the  S&P's  500's  drop  of  10% 
its  high  in  little  over  a  week 
not  surprising. 

The  psychological  damage 
to  legions  of  investors  accustc 
to  stocks  moving  only  one  way 
doubt  considerable.  But,  as  in  1 
financial  and  economic  factor 
vor  higher  stock  prices  after  the 
rent  period  of  turmoil.  First,  asi 
ed  in  my  Sept.  22  column,  tb 
anything  but  a  speculative  mai 
The  S&P's  500  has  handily 
paced  the  more  dicey  Hambrec 
Quist,  Nasdaq  and  Amex  ind 
on  the  upside.  History  shows  tri 
is  only  in  the  last  stages  of  a  ma 
advance  that  the  frothy  ind 
take  the  lead.  The  S&P's  500 
'tinued  to  outperform  these  ind 
after  the  break,  hardly  an  indica 
of  the  end.  Moreover,  while  intt 
rates  and  inflation  may  not 
further  in  absolute  terms,  they 
at  some  of  the  lowest  levels  in 
cades — a  very  positive  sign  foi 
economy  and  the  market  alike. 

Other  favorable  indicators 
elude  the  probability  of  rising  ] 
its  in  the  final  quarter  contin 
through  1987  and  the  first  signs 
the  trade  deficit  is  beginning  to 
row.  Finally,  stocks  still  pro 
good  value  at  current  levels, 
present  market  P/E  is  well  in 
with  the  average  market  P/E 
over  100  years,  and  values  conti 
to  abound.  One  measure:  Over 
of  the  S&P's  500  disappeared  in 
past  3Vi  years  because  of  takeo 
or  leveraged  buyouts.  It's  only  w 
stocks  are  cheap  that  this  occur 

If  you  agree,  then  this  is  a  tim 
commit  investment  funds  to  a 
quality  companies  that  have  fc 


IftheS&Pis 
hitting  .333,  then 
our  top  two  hitters 
are  batting  over  .630! 


Two  of  Twentieth  Century's  common  stock  funds,  Select 
Investors  and  Growth  Investors,  each  reported  an  annual 
compound  rate  of  return  of  28%*  for  the  10-year  period 
ending  June  30,  1986,  while  the  Standard  &  Poor's  500 
Stock  Index  reported  a  15%  return.  Comparing  the 
performance  of  the  S&P  500  to  the  performance  of 
these  two  Twentieth  Century  funds  is  like  comparing 
a  baseball  player  hitting  .333  to  two  players  each 
batting  over  .630! 

Career  performance  like  this  would  put  any 
player  at  the  top  of  the  league.  In  fact,  for  this 
same  10-year  period,  Select  Investors  and  Growth 
Investors  were  the  top  two  hitters,  ranked  by 
Lipper  Analytical  Services  as  the  #  1  and  #2  / ; 

no-load  mutual  funds  in  the  country. 

So  it's  no  surprise  that  we've  attracted  so 
many  fans.  Just  look  at  our  stats. 

For  complete  information  about  Twentieth 
Century's  seven  no-load,  no-minimum  mutual 
funds,  call  or  write  for  a  free  prospectus.  /' ■ 

Please  read  the  prospectus  carefully  before  /'„.',/ 
investing. 


I 


II 


Please  send  a  free  prospectus  to: 


Narne_ 


Address_ 


.  Zip_ 


PO.  Box  200,  Kansas  City,  Missouri  64141 


1-800-345-2021,  ext.  404 

*  This  rate  describes  past  performance,  and  is  not  a  proiection  for  the  future 
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If  my  findings  are  correct,  home  com- 
puters are  about  to  pick  up  again.  But 
the  market  will  be  different  this  time. 

"I  GAVE  AT 
THE  OFFICE" 


By  Srully  Blotnick 


Get  ready  for  a  resurgence  of  the 
home  computer  market  in  1987. 

Representative  examples:  Three 
senior  managers  whom  I  inter- 
viewed in  September  were  thinking 
about  which  computer  they  should 
buy  for  their  homes.  One,  in  New 
York,  wanted  to  use  the  unit  for 
word  processing.  The  other  two,  in 
Los  Angeles  and  Denver,  needed  it 
for  the  financial  analyses  both  do  for 
a  living.  What  was  wrong  with  the 
computers  these  men  had  in  their 
offices?  Nothing,  except  that  the 
units  were  in  their  offices — they 
needed  a  separate  unit  at  home. 

It  had  to  be  an  intelligent  termi- 
nal, not  a  dumb  one  that  could  func- 
tion only  when  in  contact  (through 
a  modem)  with  the  mini  or  main- 
frame at  headquarters.  They  knew 
that  there  would  be  many  occasions 
when  they  would  need  to  be  hooked 
into  the  office  system — to  work  in- 
teractively with  the  sometimes  siz- 
able quantity  of  verbal  or  numerical 
information  stored  there.  However, 
they  also  wanted  to  be  able  to  per- 
form a  variety  of  similar  tasks  on 
their  own,  without  necessarily  ac- 


Dr.  Srully  Blotnick  is  a  researdj  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
now  available  in  paperback,  and  The  Cor- 
porate Steeplechase. 


cessing  any  of  the  files  in  the  office. 

This  desire  for  greater  data-pro- 
cessing independence  is  actually 
part  of  an  important  trend:  the  out- 
ward migration  of  computer  intelli- 
gence, thanks  to  ever  cheaper  and 
more  powerful  microprocessors  and 
memory  chips.  In  short,  these  three 
men,  and  thousands  like  them, 
aren't  looking  for  a  home  computer. 
They  want  a  full-function  business 
computer — for  their  homes. 

What  changed?  Why  is  a  market 
for  such  machines  emerging  now, 
when  only  a  few  years  ago  it  barely 
existed?  In  retrospect,  it  is  apparent 
that  computer  companies  aimed  too 
low.  None  of  these  men  wants  the 
unit  at  home  to  play  videogames  or 
to  give  the  kids  a  boost  at  school.  As 
the  manager  in  Denver  put  it,  "My 
children  are  grown — there's  no  one 
in  the  house  but  me  and  my  wife.  I 
was  offended  when  the  local  com- 
puter store  salesman  started  reeling 
off  the  games  I'd  be  able  to  play." 

Keep  this  in  mind  about  these 
serious  new  consumers  of  home 
computer  products:  In  good  part  be- 
cause they  are  serious,  they  are 
quite  price  conscious.  For  them, 
this  isn't  an  "entertainment  ex- 
pense" in  which  the  emotional  high 
they  get  from  the  purchase  justifies 
ignoring  the  product's  cost  (as 
might  be  the  case  with,  say,  gour- 
met chocolates  at  $30  a  pound). 

Having  recently  interviewed 
more  than  700  potential  customers 
for  home  computers — approximate- 
ly 44%  of  whom  are  ready  to  buy 
"the  right  unit  at  the  right  cost"— I 
found  this  price  consciousness  so 
widespread  it  deserves  a  name.  Call 
it  "I  gave  at  the  office."  Meaning 
that  while  price  may  be  no  object 
where  a  big  corporation  is  con- 


cerned, it  counts  for  a  lot  wlj 
someone  is  reaching  for  his  o 
checkbook.  The  consumer  seems 
think  that  he  can  do  things  m 
cheaply  than  a  large  company  c 
(Often,  by  the  way,  he's  right  ) 

Clever  marketers  will  come 
terms  quickly  with  such  consun 
proclivities  rather  than  expect  th< 
to  disappear  because  they  se< 
somewhat  illogical.  Fortunate 
that  is  just  what  is  beginning 
happen.  At  least  a  few  compu 
makers  seem  aware  that  e\ 
wealthy  business  people  will  bi 
once  the  unit's  price,  including 
monitor,  exceeds  $1,500.  (I  say  tl 
knowing  that  many  consumers  ; 
ticipate  great  things  in  the  next  v 
years — at  reasonable  prices — fr( 
machines  based  on  Intel's  803 
microprocessor  as  an  abundance 
software  for  it  becomes  available 

It  is  a  mistake  for  companies  sq 
ous  about  trying  to  carve  a  niche : 
themselves  in  this  at-last-emergi 
market  to  imagine  that  private  cc 
sumers  will  pay  exalted  prices  ji 
to  get  the  latest  gizmo.  The  nt 
breed  of  home  computer  consurr 
is  not  a  neophyte  who  is  in  awe 
an  allegedly  magical  electronic  rr 
chine.  On  the  contrary,  this  ci 
tomer  views  such  a  unit  as  an  evei 
day  tool,  one  that  he  has  become 
comfortable  with  as  if  it  were  an  c 
pair  of  his  shoes.  As  long  as  t. 
machine  does  its  job — in  the  offi 
or  home — he  doesn't  care  that  a  c 
sign  engineer  adds  lots  of  new  wh: 
ties,  bells  or  buzzers  to  it.  As  a  pra 
matist,  not  a  budding  techie,  he  ce 
tainly  won't  "pay  up"  for  it. 

That  realization  should  pleai 
rather  than  dishearten  professiona 
in  the  computer  field.  On  Seven 
Avenue,  today's  hot  designer  is  tl 
morrow's  remainder  sale,  and  i 
with  many  consumer  electrons 
goods.  The  business  user,  by  co: 
trast,  may  seem  unexciting  and  ui 
excited,  but  he  is  a  steady  custon 
er — in  fact,  hooked. 

Therein  lies  a  solid  source  of  fi 
ture  growth  for  this  industry,  espi 
cially  as  more  people  work  flexib 
"hours  on  more  creative  tasks  in 
service  economy  than  they  ever  di 
in  one  devoted  mainly  to  manufa> 
turing  products.  Companies  th; 
pride  themselves  on  being  "techno 
ogy  driven"  should  think  of  then 
selves  as  "market-driven"  here.  Ui 
less  a  company  has  a  relentless! 
realistic  view  of  this  changing  ma 
ket,  it  risks  a  second  costly  debacl 
in  the  next  few  years.  ■ 
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Long  positions  in  the  futures  market  can 
be  protected  by  purchasing  put  options. 
Profits  are  reduced  but  losses  are  capped. 

SUGAR  TERM 
INSURANCE 


By  Stanley  W.  Angrist 


Strange  as  it  may  seem,  the  falling 
price  of  oil  played  a  role  in  aborting 
the  recent  rally  in  sugar  prices. 
How?  It  takes  considerable  energy, 
much  of  it  derived  from  oil,  to  refine 
sugar.  Cheaper  oil  lowered  the  cost 
of  sugar  production,  thereby  provid- 
ing an  incentive  to  expand  output. 
Then,  with  less  money  to  spend,  oil 
exporters  cut  their  elastic  demand 
for  sugar.  Finally,  Brazil  uses  sugar 
cane  to  produce  ethanol  as  a  gaso- 
line substitute.  Falling  oil  prices 
swung  sugar  cane  away  from  that 
use  in  ethanol  manufacture  and 
back  to  its  ancient  use  as  a  sweeten- 
er, thus  adding  to  supplies. 

And  yet,  if  you  are  a  sugar  bull,  all 
is  not  lost.  The  present  moment  is 
not  nearly  as  bleak  as  the  situation 
that  held  in  the  summer  of  1985, 
when  prices  slid  to  a  historic  low  of 
2.85  cents  per  pound.  There  was  a 
decline  in  final  stocks  for  the  season 
ended  Aug.  31,  the  first  such  drop  in 
five  years.  The  amount  of  sugar  on 
hand  is  still  considerable — about 
37.3%  of  expected  consumption — 
but  a  further  decline  in  stocks  is 
expected  for  the  current  crop  year. 

Don't  be  misled,  though,  into 
thinking  that  sugar  will  stage  a  ma- 


Stanley  W.  Angrisl  is  a  commodity  specu- 
lator, consultant  and  icngtime  observer  of 
the  commodity  markets. 


jor  bull  move.  Consumption  in  the 
developed  countries  has  been  stag- 
nant for  several  years.  In  the  U.S., 
high  fructose  corn  syrup  has  won 
the  beverage  market  almost  com- 
pletely. Sugar  still  has  97%  of  that 
market  in  Europe,  but  alternative 
sweeteners  are  all  but  certain  to  dis- 
place sugar  there  as  well.  (Sugar  has 
also  lost  market  share  to  low-calo- 
rie sweeteners,  and  this  trend  will 
no  doubt  continue.) 

Nevertheless,  the  decline  in 
stocks  relative  to  consumption  and 
the  fact  that  sugar  has  suffered  a  3- 
cent-per-pound  decline  in  recent 
months  might  mean  that  it's  time 
for  the  market  to  experience  one  of 
its  periodic  rallies.  If  you  are  think- 
ing about  going  long,  given  the  vola- 
tile nature  of  the  sugar  market,  also 
think  about  protecting  yourself 
against  an  adverse  downside  move. 

The  insurance  policy  of  choice  for 
long  futures  positions  is  a  put  op- 
tion. A  simple  protective  device  is 
to  buy  a  put  that  has  a  strike  price 
near  the  price  at  which  you  pur- 
chase your  long  futures  position. 
Then,  in  the  event  that  the  market 
weakens,  the  value  of  the  put  will 
rise,  partially  offsetting  the  loss  on 
the  long  position.  Like  any  insur- 
ance policy,  there  is  a  premium  to 
pay — the  cost  of  the  put  option. 

Recently,  March  sugar  futures 
were  selling  for  6.10  cents  per 
pound,  while  a  March  put  option 
with  a  strike  price  of  6  cents  was 
going  for  0.63  cents.  Since  a  sugar 
futures  contract  is  for  112,000 
pounds,  that  means  that  the  option 
would  cost  $705.60  (ignoring  com- 
missions). If  you  were  to  buy  a  fu- 
tures contract  and  a  put,  your  maxi- 
mum risk  is  the  cost  of  the  option 
plus  the  amount  that  the  futures 


contract  exceeds  the  option  st 
price.  In  this  case  it  is  0. 10  cents 
pound  for  a  total  risk  of  0.73  ce 
or  $817.60.  No  matter  how  wel 
how  badly  sugar  does  between  i 
and  when  these  contracts  exr 
you  cannot  lose  more  than  $817 
However,  March  sugar  must  risj 
6.73  cents  for  you  to  break  even| 

You  could  do  this  trade  with 
buying  the  put  option,  of  coul 
thus  saving  yourself  the  $703 
premium.  But  if  sugar  declines 
price,  your  loss  would  increase) 
$1,120  for  each  penny  of  declj 
Obviously,  the  less  you  spendj 
the  put  option,  the  better  off  \ 
are.  The  margin  on  a  sugar  contj 
is  $1,250,  and  you  must  put  up 
full  price  of  any  put  options  f 
chased.  Round-turn  commission 
a  discounter  are  about  the  same 
an  option  as  those  on  a  futures  c 
tract,  or  about  $25. 

The  same  strategy  can  be  I 
lowed  by  buying  a  call  option  wl 
you  have  sold  a  futures  conti( 
short.  It  would  provide  you  ing 
ance  against  a  rising  market.  1 
market  must  decline  by  the  cos) 
the  call  before  you  break  even.  I 


Disaster  insurance 


If  you  go  long  a  sugar  futures  coi 
tract  at  6.1  cents  per  pound,  you  wi 
make  or  lose  $1,120  for  each  penn 
that  sugar  moves  away  from  yoi 
purchase  price.  But  if,  in  additioi 
you  buy  a  put  option  with  a  6-cet 
strike  price,  costing  0.63  cents  pt 
pound  ($705.60),  you  have  limite 
your  loss  on  this  trade  to  $817.64 
regardless  of  the  price  of  sugar. 
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mould  not  believe  that  we  would  bor- 
\v  ourselves  into  a  second  depression 
kbin  my  own  brief  lifetime.  But  we  did. 
bw  here  we  are,  sliding  over  the  brink. 

THE  REAL  THING 


hardly  exist  at  the  same  time.  But 
this  column  will  tell  you  why,  as 
time  goes  by,  both  threats  will  be- 
come steadily  more  ominous. 

Economists  have  been  telling 
politicians  ever  since  the  Great  De- 
pression that  modern  economies 
are  threatened  by  a  deflationary 
shortfall  of  purchasing  power.  And 
they  have  consistently  pushed  the 
same  remedy:  Government  should 
borrow  and  spend  for  its  own  ac- 
count and  make  it  easier  for  the 
rest  of  us  to  borrow  and  spend. 
They  don't  realize  that  an  infla- 
tionary gap — between  the  amount 
we  earn  by  producing  the  national 
product  and  the  larger  amount  we 
manage  to  spend  on  it — is  opened 
up  by  borrowing.  And  because 
economists  do  not  think  like  credit 
analysts,  they  also  fail  to  realize 
that  debt  service  payments  place  a 
rising  burden  on  the  incomes  from 
which  they  are  supposed  to  be  paid. 
That  in  turn  creates  the  growing 
risk  of  a  deflationary  depression;  it 
forces  overextended  borrowers  to 
sell  their  assets  for  whatever  they 
will  bring,  or  to  default  on  their 
loans.  That  is  the  point  we  have 
now  reached. 

When  I  first  started  writing  this 
column,  at  the  beginning  of  the 
Eighties,  I  repeatedly  warned  about 
the  risk  of  an  imminent  financial 
crisis.  I  was  sure  at  the  time  that  at 
least  two  Fed  governors — Paul 
Volcker  and  Henry  Wallich — did 
understand  the  dangers  of  excessive 
borrowing  and  spending. 

Volcker  and  Wallich  also  knew 
that,  after  three  failures  since  1966 
to  check  them,  the  Fed's  credibility 
was  at  stake.  I  concluded  that  this 
time  they  were  determined  to  keep 
credit  tight  until  the  most  overex- 


\  analyses  of  Wall  Street  econo- 
fs  are  taking  on  the  surreal  qual- 
lof  the  old  "That's  good.  No, 
I's  bad"  vaudeville  routine, 
pomists  sense  that  the  Ameri- 
[  economy  is  sinking  into  reces- 
t.  We  used  to  think  that  was  bad. 
I  now,  we  are  told,  that's  good, 
Ruse  it  means  the  Fed  will  keep 
[ring  out  the  credit  and  pushing 
Irest  rates  down.  That's  good? 

used  to  think  that  was  bad  be- 
se  it  would  rekindle  inflation. 
:  this  time,  we're  told,  because 
ation  has  been  licked,  and  the 

threat  is  deflation, 
he  last  part  of  that  statement  is 
'pel  truth,  but  don't  believe  the 
t  part.  The  deflationary  threat  is 
fly  to  scare  the  Fed  into  trying  to 

everybody  out,  thereby  creating 
naway  inflation.  A  quick  look  at 
rwspaper  any  morning  makes  it 
ir  that  we  are  now  threatened  by 
ation  and  by  deflation, 
conomists  believe  that  the  si- 
ltaneous  existence  of  inflation- 
and  deflationary  forces  is  impos- 
e — a  contradiction  in  terms. 
;y  say  that  deflation  is  caused  by 
lortage  of  purchasing  power  and 
ation  by  a  surplus,  so  both  can 

1  Bladen  is  a  f  inancial  consultant  and 
>or  of  How  to  Cope  with  the  Develop- 
Financ  ial  Crisis. 


tended  inflation-hedgers  were 
choked  off  and  their  losses  or  bank- 
ruptcies scared  the  rest  of  us  into 
lasting  financial  prudence.  That 
was  the  only  way  to  break  the  bor- 
rowing-and-spending  spree  before  it 
got  completely  out  of  hand. 

But  then,  in  the  summer  of  1982, 
the  near-default  of  Mexico  con- 
vinced them  that  continuing  the 
credit  crunch  would  cause  not  only 
a  domestic  but  also  a  worldwide 
financial  crisis.  So  they  gave  up  and 
concentrated  on  pressuring  the 
American  banks  into  making  bail- 
out loans  to  the  countries  whose 
defaults  would  otherwise  trigger  a 
depression. 

Since  then  the  American  people 
have  gone  on  the  wildest  borrow- 
mg-and-spending  spree  in  our  histo- 
ry, in  the  course  of  which  we  have 
leveraged  our  homes,  our  commer- 
cial real  estate,  our  banks  and  other 
publicly  owned  companies,  and  ev- 
erything else  we  could  think  of,  to 
the  hilt.  And,  as  regular  readers  of 
this  column  know,  I  have  been  in- 
creasingly skeptical  of  the  resulting 
bull  market  because  I  could  not  be- 
lieve that,  even  with  the  Fed's  per- 
mission, we  Americans  would  be  so 
foolish  as  to  borrow  and  spend  our- 
selves into  a  second  depression 
within  my  own  brief  lifetime.  But 
we  did.  Now  here  we  are,  sliding 
over  the  brink. 

The  political  imperative  of  the 
late  20th  century  is  to  fend  off  for 
as  long  as  possible  a  repetition  of 
the  last  financial  disaster  we  en- 
dured, the  deflation  and  depression 
of  the  Thirties,  by  bailing  out  virtu- 
ally all  overextended  debtors  both 
at  home  and  abroad.  So,  today,  the 
Wall  Street  pundits  tell  us  that  the 
threat  of  deflation  leaves  the  Fed 
with  no  choice  but  to  keep  credit 
easy  and  to  bail  everybody  out. 
That,  of  course,  is  precisely  the  way 
that  many  other  countries  have  al- 
ready borrowed  and  spent  them- 
selves into  hyperinflation. 

For  years  I  have  been  warning  you 
that  as  long  as  we  Americans  keep 
on  borrowing  and  spending  at  an 
increasingly  excessive  rate,  there 
will  be  no  reason  to  believe  that 
either  inflation  or  interest  rates 
have  reached  their  long-term  peaks. 
And,  while  it  is  impossible  to  be 
certain  which  stock  market  slide 
will  turn  out  to  be  the  real  thing, 
the  overleveraging  of  virtually  all 
assets  during  the  last  four  years 
guarantees  that,  when  it  comes,  it 
will  be  grim  indeed.  ■ 


Streetwalker 


Floating  loans 

We  just  received  our  copy  of  the 
tax  bill,  all  1,81 1  pages  of  it,  and 
guess  what?  Makers  of  yachts  and  mo- 
bile homes  will  get  a  lift  from  it.  On 
pages  170  ff.,  the  bill  torpedoes  inter- 
est deductions  on  consumer  debt.  But 
mortgage  interest  on  first  and  second 
homes  is  still  deductible  (pp.  172  ff.). 


Yachts  at  anchor 

Interest  deductions  ahead. 

What's  a  home?  According  to  the 
IRS,  a  home  can  be,  among  others,  a 
"mobile  home,  boat  or  similar  proper- 
ty"— as  long  as  it  has  "sleeping  space, 
toilet  and  cooking  facilities." 

One  can  only  imagine  what  the 
loophole  might  do  to  boat  design: 
How  do  you  put  a  toilet  in  a  rowboat? 
But  it  is  perfectly  obvious  what  it  will 
do  to  boat  finance.  Minstar  Inc.'s  Ir- 
win Jacobs  tells  of  a  friend  who  plans 
to  sell  his  second  home  in  Florida  and 
buy  a  72-foot  Hatteras  yacht  (price: 
around  $1.5  million).  "He  could  afford 
to  pay  cash,"  says  Jacobs,  "but  he's 
planning  to  take  out  a  mortgage  in 
order  to  get  the  [interest]  deduction." 

Jacobs'  Minstar  owns  Wellcraft  Ma- 
rine, AMF  Hatteras,  Lund  American 
and  Larson,  and  stands  to  benefit  from 
the  loose  definition  of  "home."  So, 
among  public  companies,  does  Acton, 
Mass. -based  CML,  which  makes  Bos- 
ton Whalers,  some  of  which  come 
with  heads  and  galleys.  Beneficiaries 
among  the  recreational  vehicle  pro- 
ducers include  Winnebago  Industries, 
Fleetwood  Enterprises,  Coachmen  In- 
dustries, Kit  Manufacturing,  Skyline 
Corp.  and  little  Thor  Industries,  mak- 
er of  the  Airstream. — Laura  Saunders 


Jewels  within  jewels 

Michigan  Energy  Resources  Co.  is 
a  smallish  outfit  run  out  of  Mon- 
roe, Mich,  and  doing  about  $160  mil- 
lion in  revenues.  This  looks  like  one 
of  the  nicest  situations  we've  seen  in 
a  long  time.  MER  is  a  holding  compa- 
ny, most  of  whose  revenues  stem 


from  distributing  gas  to  southern  and 
western  Michigan.  It  also  operates  ca- 
ble-TV systems  in  those  areas  and  two 
radio  stations  serving  Sturgis,  Mich. 
Last  year  MER  acquired  an  indepen- 
dent TV  station  in  the  Mobile,  Ala.- 
Pensacola,  Fla.  market.  Outstanding 
are  just  2.65  million  Big  Board  shares, 
less  than  10%  of  them  owned  by  in- 
siders. Recently  MER  traded  at 
around  23  and  yielded  6.3%. 

What's  the  company  worth?  Mark 
Feldman  of  New  York's  Rossrock  Co., 
an  investment  firm,  suggests  first  cap- 
italizing the  utility  subsidiary  at  6% 
to  7%.  It  could  be  worth  at  least  $60 
million.  Add  to  that  $3.6  million  of 
cash,  roughly  $6  million  of  overfund- 
ed  pension  liabilities,  the  value  of 
MER's  22,000  cable  subscribers- 
pegged  at  a  cautious  $1,000  a  head — 
and  the  value  of  the  radio  and  TV 
stations.  Subtract  the  debt  and  minor- 
ity interests.  Result:  roughly  $90  mil- 
lion, or  $34  a  share.  And  that,  says 
Feldman,  is  extra  conservative. 

Feldman  thinks  management  may 
eventually  spin  off  the  utility  and  ex- 
pand MER's  broadcasting  assets.  That 
would  make  the  leverage  even  great- 
er. Hard  to  see  how  one  could  lose  on 
this  one. — Thomas  Jaffe 


Right  number 

New  York's  Volt  Information  Sci- 
ences, Inc.  (likely  1986  sales, 
$420  million)  lost  84  cents  a  share  last 
year,  including  writedowns  and  spe- 
cial provisions.  There's  plenty  of  bad 
news.  Volt's  electronic  publishing 
equipment  division  has  lost  money 
since  1984.  Computer  systems — auto- 
mated directory  assistance  for  region- 
al phone  companies — is  also  a  drag. 

So  why  do  John  Templeton  (whose 
funds  own  21%  of  Volt)  and  managers 
of  Fidelity  International  (which  owns 
another  7%)  like  the  stock?  The  com- 
pany has  a  temporary  personnel  divi- 
sion that's  going  great  guns.  It  also 
publishes  roughly  half  the  Yellow 
Pages  in  the  U.S.  Overseas,  Volt — in  a 
joint  venture  with  Southwestern 
Bell — will  produce  directories  for 
about  90%  of  Australia. 

Oppenheimer  &  Co.  analyst  Alan 
Bernstein  predicts  Volt  will  earn  35 
cents  a  share  for  the  fiscal  year  ending 
Oct.  30  and  more  than  $1.95  a  share 
next  year.  Given  Volt's  excellent  li- 
quidity (cash  and  equivalents  pretty 
much  offset  long-term  debt),  he 
thinks  Volt's  assets  are  worth  $40  to 


$45  a  share.  Recent  o-t-c  price 

Chairman  William  Shaw  an 
brother  Jerome,  Volt's  cofoui 
own  35%  of  the  7  million  shan 
don't  look  for  an  unfriendly  tak 
bid.  But  as  both  Shaws  are  in 
60s,  the  prospect  of  control  cha: 
cannot  be  ruled  out. — T.J. 


Hennessy's  odyssey 

Last  week  Edward  Hennessy,  ( 
man  of  $11.5  billion  (estifl 
1986  sales)  Allied-Signal  Inc.,  sec 
coup  when  he  persuaded  Robert 
to  leave  bankrupt  LTV  and  run) 
aerospace  and  electronics  group 
group  is  composed  of  Garrett  (ja 
gines),  Bendix  (brakes  and  avid 
and  Amphenol  and  Ampex  (elect 
components  and  connectors).  1 
companies  have  operated  as  sep 
fiefdoms,  even  when  supplying 
for  the  same  program.  Kirk 
make  them  pull  together. 

As  he  beams  Kirk  aboard  on  N 
Hennessy  will  return  to  the  ac< 
tion  trail.  He  already  has  a  very 
list  of  $1  billion-plus  (sales)  elec 
ics  systems  companies  heavy  i 
fense  contracting.  Further,  a  storj 
idly  making  the  rounds  holds 
Hennessy  was  amazed  at  the 
with  which  he  palmed  off  the  hj 
podge  of  30  companies  now  calle 
Henley  Group.  Why  not  spin 
piece  of  the  new  aerospace  j 
Properly  restructured,  and  witlj 
widely  respected  Kirk  running  ii 
group  should  be  able  to  raise  se: 
money  for  Allied-Signal. 

With  that  money,  the  story 
Hennessy  could  wait  out  his  ] 
lems  with  oil  and  gas  producer  Ui 
Texas  Petroleum — half-owned 
A-S — buy  back  some  more  A-S  s\ 
and  maybe  even  make  some 
acquisitions. — Howard  Banks 


Finally? 

For  months  rumors  have 
Dayco  Corp.  is  a  takeover  or  1< 
aged  buyout  target.  The  latter  rn 
make  sense.  Insiders  led  by  Chaii 
Richard  Jacob,  67,  own  8%,  em] 
ees,  16%.  But  nothing  happened. 

Suddenly,  last  month,  the  com; 
agreed  to  sell  several  division 
Armstrong  Rubber  Co.  for  $185 
lion.  These  accounted  for  $350  i 
lion  of  Dayco's  $905  million  sale? 
year.  Dayco  also  put  in  a  poison 


Bis  to  retire  some  convertible 
Rving  it  with  some  10  million 
■filly  diluted).  The  market  read 
Br  in  all  this  and  has  bid  the 

B  263/4;  just  off  its  record  high, 
warnings  alone,  says  Robert 
it|  of  New  York's  Pacific  Equity 
i^that's  where  Dayco  belongs. 
E  the  company  should  earn  al- 
:2a  share,  pro  forma,  in  the 
jpr  ending  Oct.  30,  1987.  Sin- 
i  roofing  is  weak,  as  is  business 
|i.iillion  (sales)  Allen  Industries, 
r  facturer  of  trim  for  auto  interi- 
It  has  lost  money  since  1984. 
I  concedes  that  Dayco's  strong 
I-  share  pretax  cash  flow  still 
felt  an  attractive  candidate  for  a 
Ir  or  leveraged  buyout.  On  this 
I;  says  it's  worth  at  least  $35  a 
t|.5%  above  market. — T.J. 


hey  or  won't  they? 

(spring  we  noted  that  Los  Ange- 
i,  Kaufman  &  Broad,  Inc.  was 
^getting  its  home-building  and 
[jiurance  acts  together  (Forbes, 
I.  Then,  in  August,  K&B  spun 
Sj  of  its  home-building  business 
ipublic,  to  create  more  market 
■or  K&B.  But  was  anybody  lis- 
i  K&JB  shares  were  recently 
I  at  17,  down  from  nearly  26. 
jjothy  Hurckes,  an  analyst  at 
iork's  Donaldson,  Lufkin  &  Jen- 
Ik  itching  to  buy.  He  points  out 
lere  is  roughly  $14.40  of  Kauf- 
)  Broad  Home  Corp.  market  val- 
Lind  each  of  K&B's  21  million 
liluted  shares.  Even  discounting 
!>r  the  housing  market,  Hurckes 
ds  the  company's  life  insur- 
usiness  is  getting  shafted  by  the 
t.  The  book  value  of  KAB's  Sun 
I.S.A.,  which  added  Phoenix' 
i  National  Life  Insurance  Co. 
y,  is  $9.50  per  K&JB  share.  On 
>ck,  Hurckes  says,  a  strong  op- 

I  like  this  would  fetch  at  least 
l'A  times  book. 

:kes  also  raises  the  tantalizing 
ility  that  Kaufman  &.  Broad 
sometime  before  Jan.  1,  1987, 
•t  K&.B  Home  into  a  master  lim- 
artnership  along  the  lines  of 
mes  (see  stories,  p.  36  and  p.  103) 
rs  converting  to  an  MLP  would 
&.B  about  $30  million  in  corpo- 
xes,  much  of  which  could  flow 
;h  to  the  shareholders. 
.  put-up-or-shut-up  time,"  says 
es.  If  K&B  does  form  the  MLP, 
es  thinks  the  stock  will  be  at  30 
.  1.  And  without  a  conversion? 

II  thinks  the  stock  is  sharply 
/alued.— T.J. 


The  Rio  Grande 
Cutthroat  Trout 
are  biting 
at  Forbes  r 
Magazine's 
400-square-mile 
Trinchera  Ranch 
in  the  Colorado 
Rockies-and 
you're  invited  to 
try  your  luck. 


I  MBB 

ne  of  the  rarest  sporting 
fish  in  the  U.S.,  the  Rio 
Grande  Cutthroat  Trout, 
as  well  as  the  Yellowstone 
Cutthroat,  Rainbow  and  Brook 
Trouts  are  all  native  to  our 
streams  and  waiting  for  dedi- 
cated and  amateur  anglers  to 
hook-up  with  'em  at  the  Forbes 
Trinchera  in  Southern  Colorado. 

For  full  details  on  how  you  can 

spend  a  few  spectacular  days 
(maybe  bring  a  favorite  client?) 
in  this  magnificent  setting,  call: 
Fishing  Manager 

Forbes  Trinchera 

Danrh  Fort  Garland,  CO  8 1 1 33 
IlOIIIjll  303/379-3263 


Now,  international  bonds  for 
independent  investors! 


Introducing  T.  Rowe  Price  International  Bond  Fund 

By  investing  in  top-quality  foreign  bonds,  this  Fund  offers  you 
high  income  potential  and  overseas  diversification— with  all  the 
conveniences  of  a  sales<ommission-free  mutual  fund.  It  also  offers 
potential  capital  appreciation  through  foreign  currency  and  interest 
rate  changes.  Yield  and  share  price  will  vary.  $1,000  minimum 
investment  ($500  for  IRAs).  No  sales  charges.  Call  weekdays 
8:30  am  to  8  pm,  Sundays  10  am  to  4  pm  EST:  1-800-638-5660. 


T.RowefticejBw 

Invest  With  Confidence  mUftk 

Mail  to:  T.  Rowe  Price 
100  East  Pratt  Street,  Baltimore,  MD  21202 
Please  send  me  a  prospectus  with  more 
complete  information,  including  manage- 
ment fees  and  other  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or 
send  money. 


T.  Rowe  Price  Investment  Services,  Inc.,  Distrioutor 
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Forbes  Maps 
Out  New 
Strategies  For 
Worldwide 
Investing  In 
This  Special 
Advertising 
Supplement. 


Issue  Date:  December  29,  1986 
Closing  Date:  November  3, 1986 


Dollar  declines,  low  interest  rates  and  falling  oil 
prices  have  made  overseas  investing  one  of  the 
fastest  growing  investment  markets.  Forbes  will 
explore  these  new  opportunities  in  a  special  ad- 
vertising supplement  which  will  focus  on  the 
surge  of  individual  and  institutional  interest  in  for- 
eign trading-GLOBAL  INVESTING. 

The  supplement  will  be  written  by  Laurie 
Meisler,  a  noted  financial  writer  specializing  in 
international  markets,  and  will  cover:  -  The  in- 
creased activity  by  both  individual  and  institutional 
investors  in  the  European  and  Asian  markets. 
•  The  growth  of  mutual  funds  and  offshore  funds 
for  individuals.  •  Interviews  with  financial  manag- 
ers at  international  investment  firms  competing 


for  U.S.  coi 
rate  clients 
•  The  speci 
ization  mo\| 
ment  toward  s 
gle  country  fund: 
such  as  the  Austral 
Fund,  the  Italy  Fund, 
Advertisers  in  the  GLJ 
INVESTING  supplements 
ceive  valuable  benefits  in  add 
V       tion  to  surrounding  their  messai 
with  this  supportive  text.  Suppler™ 
reprints  will  be  mailed  to  corporate  fin 
officers  and  pension  fund  managers,  an 
will  be  supplied  to  all  advertisers.  Addition 
Forbes  will  list  all  participants  on  a  reader  re 
sponse  card. 

Present  your  company's  global  finance  rr 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


ound  buses  load  up  in  Chicago  in  the  mid-1920s  for  the  Grand  Rapids  run 


:::y  years  ago  in  Forbes 

3  the  issue  of  October  15,  1926) 

I  key  factor  [in  the  economy],  to 
writer's  way  of  thinking,  is  com- 
ity prices.  Economists  are  agreed 
ithe  long  trend  of  commodity 
is  is  definitely  downward.  Al- 
^h  prosperity  during  the  last 
I  years  has  been  widespread,  com- 
j  ty  prices  are  now  below  the  level 
ided  early  in  1924 — which  seems 
lar  out  the  economists." 

— B.C.  Forbes 

c  Florida  hurricane,  which  cut  a 
swath  of  ruin  and  destruction 
Is  the  state,  with  deplorable  loss 
Ee,  fell  far  short  of  writing  finis 
I  ambitious  and  determined  de- 
wment  plans.  The  deadly  twister 
hardly  reached  the  Gulf  before 
al,  architects  and  builders  were 
fang  up  plans  for  new  and  better 
Is.  What  happened  in  San  Francis- 
ter  the  fire  of  20  years  ago  is  now 
ening  in  Florida.  .  .  ." 


:y  years  ago 

I  the  issue  of  October  15,  1936) 

senger-fare  reductions  will  com- 
:  their  sweep  around  the  full  cir- 
vhen,  on  Nov.  1,  Transcontincn- 


ic-style  Philadelphia  gas 


tal  &.  Western  Air  puts  into  effect  fare 
reductions  on  all  its  lines.  .  .  . 

"TWA's  new  fares  are  for  the  winter 
only,  which  is  the  airlines'  slack  sea- 
son. But  they  give  the  railroads  some- 
thing to  think  about,  for  they  come 
within  a  few  cents  of  the  standard  rail- 
fare-plus-Pullman  rate,  and  on  the 
New  York-Chicago  and  New  York-Los 
Angeles-San  Francisco  routes,  they  are 
several  dollars  below  the  fares  charged 
on  crack  extra-fare  trains." 

"Be  on  guard  against  accepting  presi- 
dential polls  at  their  face  value,  not- 
withstanding past  creditable  records 
for  dependability.  Take  the  best- 
known  one,  that  conducted  by  the 
Literary  Digest.  Heretofore  its  accuracy 
has  been  phenomenal.  But  I,  for  one, 
cannot  believe  that  its  showing  (at 
this  writing)  of  three-to-two  for  Lan- 
don  correctly  foreshadows  the  actual 
election  results." 

—B.C.  Forbes 


Twenty-five  years  ago 

(From  the  issue  of  October  15,  1961 ) 

"While  U.S.  textile  producers  keep 
lobbying  for  higher  import  quotas  on 
Japanese  textiles,  southern  farmers 
keep  telling  another  part  of  the  story. 
Japan,  it  was  reported  last  month,  re- 
mained by  far  the  world's  best  cus- 
tomer for  U.S.  cotton,  taking  26.3%  of 
the  6.6  million  bales  the  U.S.  exported 
in  the  crop  year  ended  July  31." 

"After  two  previous  unsuccessful 
marketing  attempts,  Sears,  Roebuck 
has  again  decided  the  color  television 
picture  looks  bright.  Sears  will  soon 
offer  its  own-make  color  receivers, 
prices  starting  at  $450,  some  $45  be- 
low the  list  for  RCA's  cheapest  set. 
Meanwhile  John  L.  Burns,  RCA  presi- 


dent, announced  color-TV  volume 
has  reached  $100  million,  predicts  a 
$200  million  volume  for  1962." 


Ten  years  ago 

(From  the  issue  of  October  15,  1976) 

"Cable  TV  now  serves  7,700  commu- 
nities in  the  U.S.  and  10.8  million 
homes — one  out  of  seven  with  a  TV 
set.  More  important,  there  are  anoth- 
er 9.2  million  homes  already  'passed' 
by  cable  systems,  as  they  leapfrogged 
outward,  that  can  be  hooked  on  with- 
out any  major  expansion.  The  cable 
industry,  in  other  words,  is  through 
with  the  expensive  part  and  emerging 
into  the  profitable  part." 


Dr.  An  Wang,  founder  of  Wang  Labs 


"Many  a  scientist-turned-entrepre- 
neur has  dreamed  of  having  the  best  of 
both  worlds — tinkering  in  the  labora- 
tory while  getting  rich  at  the  same 
time.  Few  of  those  dreams  have  ever 
come  true.  .  .  . 

"But  like  Polaroid's  Dr.  Edwin 
Land,  Dr.  An  Wang  has  come  close  to 
handling  both.  Born  in  Shanghai  in 
1920,  Wang  had  a  Harvard  Ph.D.  in 
applied  physics  and  several  patents 
for  magnetic-core  computer  memo- 
ries under  his  belt  before  he  started 
Lowell,  Mass. -based  Wang  Laborato- 
ries in  1951.  ...  By  1967  the  company 
went  public,  with  the  share  price  zip- 
ping from  12'/2  to  37  on  the  first  day, 
and  An  Wang  had  made  his  bundle  as 
well." 


Celebrity:  I  picture  myself  as  a 
marble  bust  with  legs  to  run 
everywhere. 
Jean  Cocteau 


After  a  fellow  gets  famous 
it  doesn't  take  long  for 
someone  to  bob  up  who  used 
to  sit  by  him  at  school. 
Kin  Hubbard 


When  I  hear  a  man  applauded  by 
the  mob  I  always  feel  a  pang  of  pity 
for  him.  All  he  has  to  do  to  be 
hissed  is  to  live  long  enough. 
H.L.  Mencken 


We  moderns  do  not  believe  in 
demigods,  but  our  smallest  hero 
we  expect  to  feel  and  act  as 
a  demigod. 

GOTTHOLD  LESSING 


The  world  more  often  rewards  the 

appearances  of  merit  than 

the  merit  itself. 

La  Rochefoucauld 


A  man  who  does  not  love  praise 
is  not  a  full  man. 
Henry  Ward  Beecher 


Fame  usually  comes  to  those 
who  are  thinking  about 
something  else. 
Oliver  Wendell  Holmes 


A  sign  of  a  celebrity  is  often 
that  his  name  is  worth  more 
than  his  services. 
Daniel  J.  Boorstin 


If  a  man  keeps  his  trap  shut, 
the  world  will  beat  a  path 
to  his  door. 
Franklin  P.  Adams 


I  have  never  hurried  to  meet  a 
public  expectation  without 
leaving  myself  behind. 
Frank  Moore  Colby 


Thoughts 

on  the  Business  of  Life 


Fame  is  climbing  a  greasy 
pole  for  ten  dollars  and 
ruining  trousers  worth 
fifteen  dollars. 
Josh  Billings 


Personality  is  not  indispensable 
for  professions  u  'hicb  do  not 
depend  i<fH»i  mixing  with  other 
human  beings  Today,  however,  the 
man  who  would  succeed  in  a  large 
way  as  a  banker,  a  manager,  a 
merchant,  an  executive,  or  a 
manufacturer  must  possess  the 
right  stamp  of  personality, 
for  without  personality  he  cannot 
attract  a  full  number  of  friends, 
cannot  secure  a  maximum  of 
business,  cannot  inspire 
confidence,  cannot  create  loyalty 
among  his  workers.  All  business 
is  really  the  art  of  pleasing,  and 


only  the  man  or  woman  with  the  right 
kind  of  personality  can  please. 
B.C.  Forbes 


There's  no  praise  to  beat  the  sort 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


How  sweet  it  is  to  have  people 
point  and  say,  "There  he  is." 
Persius 


Whoever  rises  above  those  who 
once  pleased  themselves  with 
equality,  will  have  many 
malevolent  gazers  at  his 
eminence. 
Samuel  Johnson 


A  Text ... 

Happy  is  the  man  that 
findeth  wisdom,  and  the 
man  that  getteth 
understanding.  For  the 
merchandise  of  it  is  better 
than  the  merchandise  of 
silver,  and  the  gain 
thereof  than  fine  gold. 
Proverbs  3:13,  14 


Sent  in  by  lean  Parker,  Brooklyn,  N 
What's   your   favorite    text?    The  Foil 
Scrapbook  of  Thoughts  on  the  Business 
Life      is      presented      to  senders 
texts  used. 


If  you  acquire  fame,  people  begir 
putting  you  outside  themselves. 
You  are  something  special.  Who 
wants  to  be  that? 
Sherwood  Anderson 


Fame  isn't  a  thing.  It's  a  feeling. 
Like  what  you  get  after  a  pill. 
Joyce  Cary 


I  have  been  complimented 
myself  a  great  many  times, 
and  they  always  embarrass 
me — I  always  feel  that 
they  have  not  said  enough. 
Mark  Twain 


you  can  put  in  your  pocket. 
Moliere 


Fame  is  proof  that  the  people 
are  gullible. 

Ralph  Waldo  Emerson 


Many  a  man's  reputation  would 
not  know  his  character  if  they 
met  on  the  street. 
Elbert  Hubbard 


Unmerited  abuse  wounds,  while 
unmerited  praise  has  not 
the  power  to  heal. 
Thomas  Jefferson 
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*  *ji(t<Jbael  0t .  <yfli/lc&n  'Wu^uim  ^C.  <y((i/la^  waMcmdim  Kyfie/^^ 

«i  da  0^<ynf  xV^dHi  ^40ynroe  ^avy  ,  lltlj/rf/i  &aal \ytlUitevn  Jeymoi/fc  ^/fuilitein  'tfeovye  zrAydiea  <yffl*&AeH  Akamai 
lUe^y*.  &lol>ert <=£.  ^/tioody ^^ewy <-/4Coove  'Sfiran/c.  ^/'Aevman  ^/tlovyan-  'William.  ^fAivevi  ,yi(ow<i&  III  J%ei/A  tfluJievt 
/  i/ctftAen  .  llajj  S^onald  (odwavd \^/etoAoaie  ^/amael  Svvina  *jVe€uAouie .  %yttillev  ^VicAo/i  S^/At/r  ~(oAa&le&  ^Auelien 
>»vnetA  %&**y  6l«m  S&U  ^fa/to*.  ^UJcMler  € 'Ml  ^licAa^d facm*  6'Jfe*/l  tyatxj  ^«<WjL  ^a/wJcp 
Jt  ^aiJciacA  zjPar/cei'  Swndrea  '(ouvviei'  l2>cUtev6o<n  ■'■  '///<>  n  Suyene  0*aal&oii  j£tuyvno  ^itance&co  *2Paalacci  J&xoell  'Jy. 
I  Sdi/A  da  'SPotd  tfeamon.  ^olaade  06 .  tf^ewnvnatcyn  'William  ^/ovmam  &ewnin<jfe>n  ^wmlclin  0^av6(y>vi  'SPe&dae  S$nd*ea> Remold '  tfevemcAio  i^t&nwy 
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U  tflolert  S$lam  dPrttxJcer  /fliore  &een  0lain&  c4mi>  ,ytla**au  *3?ledtf&ne  SlvcaletA  effall '  ^nfid '  *3)o<nald  'Wivri&inafon  ^leynolell  ^/vlavc  {?HieA 
0iicA  J*.  ■  t(<trJiall  SdtMyn  0linlw  £eo*ae  ^HoAevli  *3)avul  zftocAefeHei' ^oAn  SW«i<*»  tftochdUle*  TV ' eftofie  S$d*icA  0tocAcefeller  .^.aa ranee 
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ht  Jnuvrt  Syt/uUie  &>uine  dnutA  ^redericA  'Wallace  */milA  xyfflavian.  '^/AJine  Q)ay  dmitA  zrl*cAai<<{  SiAm  */nulA  ^Pivian.  „£ea/Ae/rliewry  y^nuiA 
d  "WeiAyy  x/nyder  */Aeldtvn  dA&nvy  xJoAmv ^amei  ^e^Poy  <jfo>ren6on  S$fbne  W/lvndfi>Ar  <jfo€uell S&ea;  ^us  *Jfoano&  'SAoy  Sharon  ^fyelfony 
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BENTLEY.  THE  CLOSEST 

A  CAR  CAN 
COME  TO  HAVING  WINGS. 


iME   BENTLEY"  AND  THE  BADGE  AND  RADIATOR  GRILLE  ARE  REGISTERED  TRADEMARKS  e  ROLLS-ROYCE  MOTORS  INC 


It's  no  coincidence  that  the  Bentley  logo  sports  wings.  It's  been  an  appropriate 
symbol  of  Bentley  performance  throughout  65  years  of  automotive  history. 

In  the  20's  and  30's,  Bentley  was  a  frequent  visitor  to  the  winner's  circle  at 
Le  Mans  and  Brooklands.  Today's  version,  the  Bentley  8,  is  every  bit  as  triumphant. 

The  Bentley  8  engine  is  a  substantial  6.75  litres 
with  an  8-to-I  compression  ratio  and  electronically 
controlled  continuous  fuel  injection.  It  will  cer- 
tainly get  you  out  and  about. 

What's  most  astonishing  about  the  8,  how- 
ever, isthata carthisgrand and gloriouscan  be 
so  nimble  and  quick.  You  don't  quite  expect  its 
hard,  firm  cornering  stance.  The  feel  of  the  ride 
defies  description,  particularly  at  high  speeds. 
Which  the  Bentley  8  is  very  wont  to  do. 

Of  course,  underlying  all  its  engineering  attributes 
is  Bentley's  historic  sense  of  elegance  and  restraint.  Bentley 
is  manufactured  by  Rolls-Royce.  Assurance  enough  that  the 
particulars  are  particularly  exemplary. 

The  Bentley  8,  at  $89,900*  is  for  people  who  want  something  on  a  higher 
plane  than  the  top  European  imports.  If  you're  interested  in  that 
pleasantly  lofty  position,  stop  into  a  Bentley  dealer  for  a  test  flight. 


'MANUFACTURER'S  SUGGESTED  RETAIL  PRICE  TITLE.  TAXES,  TRANSPORTATION,  REGISTRATION.  ETC  ADDITIONAL 


Bentley 


Wealth  management 
usually  begins 

before  you're  wealthy 


Tomorrow's  opportunities  for 
vealth  develop  from  the  invest- 
nent  techniques  you  perfect 
oday.  For  an  increasing  number 
)f  today's  sophisticated 
nvestors— both  individual  and 
;  nstitutional  —  time-tested 
mutual  funds  are  the  invest- 
ments of  choice.  And  the  growth 
pf  mutual  fund  assets  has  been 
idramatic— from  $135  billion  in 
1980  to  $500  billion  in  1985* 

The  Kidder,  Peabody  Family 
of  Funds,  in  particular,  offers  a 
diversity  of  opportunities  to 
meet  your  financial  objectives. 
First,  you  need  a  clear  program. 
|As  an  initial  step,  a  Kidder, 
[Peabody  registered  representa- 
tive will  help  assess  your  needs. 
Then,  your  broker  will  match 
your  objectives  with  one  or 
more  of  the  Funds  in  The  Family 
of  Funds.  Together,  you  can 
build  a  flexible  investment  plan 
that  can  change  with  the  market 
. . .  and  grow  with  you  during  a 
lifetime  of  money  management 
teamwork. 

To  enrich  your  resources 
use  our  resources 

Direction  of  The  Family  of 
Funds  is  provided  by  Webster 
Management  Corporation,  the 
Kidder,  Peabody  advisory 


Copyright  7986 

*  Source:  \nx<eslment  Company  Institute 


"A  well  chosen  investment  program  can  help  you  achieve  financial  independence. 


subsidiary  which  currently 
manages  over  $5  billion  in 
funds.  Whether  your  goals  are 
growth  of  assets  or  more  spend- 
able income,  a  Kidder,  Peabody 
registered  professional  can  help 
you  to  monitor  your  investments 
carefully  to  meet  changing 
financial  objectives.  Most 
important,  by  subscribing  to 
The  Family  of  Funds,  you  are 


assured  of  an  appropriate 
investment  vehicle  to  help 
increase  and  ensure  future 
income. 

To  put  your  wealth  manage 
ment  program  into  position, 
telephone  1-800-345-8600, 
extension  62.  Simply  advise  tr 
operator  of  your  needs  and  a 
Kidder,  Peabody  professional 
will  contact  you  directly. 


Kidder,  Peabody 

Incorporated 


Founded  1865 
Members  New  York  and  American  Stock  Exchanges 


"Professionals  Serving  Professionals  —  For  Over  120  Years" 


WHEN  ROGER  ENRIQ 
THE  COLA  WARS,  WE' 


IAKES  A  BREAK  FROM 
IIS  GREATEST  ALLY 


The  Visa  Premier  Card 

his  man  makes  some  hard 
ecisions  about  marketing  soft  drinks 
(in  fact,  his  book  on  the  cola  wars  has 
just  been  published).  But  when  he's 
on  vacation,  one  decision  is  clear  No 
premium  credit  card  suits  him  better 
than  the  Visa"  Premier  Card. 
Whether  he's  beachcombing 
in  Bali  or  exploring  the  Roman 
catacombs,  he  knows  his  Visa  Premier 
Card  is  accepted  at  four  times  as  many 
places  worldwide  as  the  American 
Express  Gold  Card. 

The  Premier  Card  also  has  a 
minimum  starting  credit  line  of  $5,000, 
over  twice  as  high  as  American  Express. 
And  Visa  gives  him  access  to 
over  five  times  as  many  banks 
.  and  cash  machines. 
So  he  can  get  cash  easily 
almost  anywhere. 
If  all  this  sounds  good  to 
you  and  you're  ready  to  enjoy 
these  advantages,  apply  for 
a  Visa  Premier  Card  today. 
Whatever  beach  you 
land  on,  it's  the 
card  to  use. 
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For  centuries  the  Biddies  of  Philadel- 
phia made  money  in  a  particularly 
old-fashioned  way — they  married  it. 
The  tradition  is  passing. 
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live  on  it. 
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termined marry  the  downwardly  mo- 
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era,  inspired  a  major  work  by  Theo- 
dore Dreiser. 
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Brief  encounter 

This  is  our  fifth  annual  edition  of  The  Forbes  Four  Hundred,  anl 
our  indefatigable  researchers  are  still  doing  their  level  best  t 
leave  no  stone  unturned.  Besides  those  mentioned  on  page  10(j 
research  interns  Kathy  Mur- 
ray and  Hannah  Stone  assist- 
ed ably  in  the  stone  turning. 
Hence  the  close  monitoring 
of  perhaps  the  briefest  so- 
journer on  our  list,  Frank  D. 
Hickingbotham.  He  would 
have  been  new  this  year  and 
he's  already  off  it.  His  stock, 
TCBY,  rose  enough  in  June 
to  make  our  man  worth  over 
$185  million.  It  shot  up  in 
frenzied  trading,  putting  him 
at  over  $300  million  on  paper,  with  our  researchers  rooting  for  i 
as  though  it  were  a  racehorse.  Alas,  it  faded  in  the  stretch.  Whei 
time  came  to  draw  up  our  1986  rankings,  his  estimated  ne 
worth  was  $160  million.  You'll  find  him  in  our  Near  Mis 
section  (p.  290).  We're  still  rooting  for  you,  Frank 

Margin  for  error 

Also  in  our  Near  Miss  section  you  will  find  takeover  artists  Carl 
Icahn  and  Ron  Perelman.  And,  Bill  Farley  is  in  Dropouts.  They 
are  among  the  toughest  problems  our  listings  researchers  have 
ever  tackled.  All  three  piled  up  Himalayas  of  debt.  But  what  are 
the  assets  worth?  Take  Farley.  At  one  point  he  had  $1.2  billion 
in  debt,  spent  on  LBOs.  Our  researchers  cannot  count  his 
inventories  or  examine  his  customer  contracts  as  a  potential 
buyer  could.  So  we  could  easily  estimate  10%  too  high  or  low 
Farley  could  either  belong  on  our  list — or  have  a  negative  net 
worth.  Similarly  Icahn.  Similarly  Perelman.  So  we  hold  back  for 
now  from  classing  them  with  Rockefellers  and  John  Kluge. 
About  Irwin  Jacobs  and  the  major  principals  of  Kohlberg  Kravis 
&  Roberts,  however,  we  have  no  doubt:  They're  on. 

Witnesses 

Speaking  still  further  of  research,  for  this  year's  edition  Staff 
Writer  Richard  Behar  documented  the  remarkable  career  of  the 
notorious  L.  Ron  Hubbard  and  his  Church  of  Scientology®. 
Some  of  our  sources  are  clearly  embittered  against  Hubbard's 
organization,  some  confessed  to  systematic  lies  and  other  unsa- 
vory acts  in  its  service.  How  credible  are  they?  The  issue  has 
been  raised.  Here's  Judge  Paul  Breckenridge  Jr.,  Superior  Court 
of  California,  who  presided  over  one  Scientology  lawsuit:  "In  all 
critical  and  important  matters,  their  testimony  was  precise, 
accurate,  and  rang  true.  .  .  .  Each  of  these  persons  literally  gave 
years  of  his  or  her  respective  life.  .  .  .  Each  has  manifested  a 
waste  and  loss  or  frustration  which  is  incapable  of  description. 
Each  ...  is  still  bound  by  the  knowledge  that  the  Church  has  in 
its  possession  his  or  her  most  inner  thoughts  and  confessions, 
all  recorded  in  .  .  .  security  files  of  the  organization,  and  that  the 
Church  or  its  minions  is  fully  capable  of  intimidation  or  other 
physical  or  psychological  abuse  if  it  suits  their  ends."  Judge  for 
yourself.  See  page  314. 

The  Editors 
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The  costliest  perfume  in  the  world. 


SAKS  FIFH  AVENUE 


DOES  IT  SEEM  THAT  COMMITMENT  TO  QUALIT1 
IS  BECOMING  ATHING  OF  THE  PAST 

COME  TO  NEW  ENGLAND 


■jinties  products  available  through  New  England  Securities  Corporation.  ©  1986.  New  England  Mutual  Life  Insurance  Company.  Boston.  MA. 


The  New  England  we  speak  of  is  just 
that  -The  New  England 

Once,  we  were  known  as  New 
England  Life.  Today,  we're  a  partnership  of 
financial  services  companies,  with  $33  bil- 
lion in  assets  under  management.  A  family 
offering  life  insurance,  mutual  funds,  finan- 
cial planning  and  employee  benefits. 

At  The  New  England,  we  not  only 
admire  a  respect  for  quality.  We  like  to  think 


we've  exemplified  it  for  the  more  than 
150  years  we've  been  in  business. 

Commitment  to  quality  is  one  of  the 
ways  our  representatives  earn  the  trust  and 
promote  the  security  of  our  clients.  If  you'd 
like  to  form  a  long-term  relationship  with  a 
company  that  does  business  this  way,  come 
to  New  England.  The  New  England. 

For  the  name  of  your  local  representa- 
tive, phone  1-800-222-2725. 


The  New  England 

Your  Financial  Partner 


Trends 

Edited  by  John  A.  Conwdy 

The  car  buyer's  dilemma 

Car  dealers — and  buyers — have  a 
new  dilemma  to  resolve  about  the 
timing  of  the  next  new  automobile 
purchases.  On  Jan.  1,  the  income  tax 
deduction  for  new  wheels  will  end. 
General  Motors  alone  estimates  that 
53%  of  the  buyers  it  finances  itemize 
their  deductions,  in  which  sales  taxes 
have  been  a  big  factor.  That  should 
give  buyers  a  motive  to  crowd  the 
showrooms  to  buy  this  year.  Or 
should  it?  The  near-zero-interest 
deals  Detroit  has  been  offering  on  its 
new  models  are  undoubtedly  stealing 
sales  from  1987.  So  why  not  wait  un- 
til January,  when  dealers'  lots  will  be 
crowded  with  inventory  and  their 
salesmen  panting  to  make  trades  that 
could  give  the  taxpayer  the  equivalent 
of  the  vanished  sales  tax  deduction — 
and  then  some? 


Just  the  facts,  please 

The  babble  of  claim  and  counter- 
claim over  the  climbing  cost  of 
liability  insurance  continues,  and  so 
do  efforts  to  sort  out  the  facts.  The 
tort  system  that  tries  and  settles  per- 
sonal injury  and  damage  cases  gets 
most  of  the  blame,  for  example,  but 
how  expensive  is  it?  Robert  W.  Stur- 
gis,  head  of  property  and  casualty  in- 
surance consulting  at  Towers,  Perrin, 
Forster  &.  Crosby,  the  New  York  City- 
based  management  consultant,  has 


tried  to  find  out.  From  1933  to  1984, 
he  says,  tort  costs  rose  by  a  factor  of 
200,  to  $68  billion,  including  settle- 
ments, court  and  legal  fees  and  ad- 
ministrative expenses.  (The  gross  na- 
tional product  increased  65-fold  in 
that  time.)  The  biggest  jump  came 
from  1950  to  1984,  when  tort  costs 
rose  40  times.  Adjusted  for  inflation, 
however,  Sturgis  says  they  grew  8.7 
times,  about  the  same  as  health  care 
(up  7.1  times),  workers'  compensation 
(7.2  times)  and  public  aid  (9.3  times). 

The  real  problem,  Sturgis  thinks,  is 
that  the  tort  system  is  far  less  effi- 
cient. While  85%  of  health  insurance 
benefits  directly  cover  medical  ex- 
penses, and  70%  of  workers'  compen- 
sation does  the  same  for  lost  wages 
and  medical  claims,  only  63%  of  tort 
judgments  goes  to  the  injured  parties. 
And  only  an  estimated  25%  of  that  is 
for  actual  losses,  Sturgis  says.  Legal 
fees,  generally  a  third  of  the  clai- 
mants' awards,  would  therefore  eat  up 
21%,  and  the  rest  is  for  that  legal 
catchall,  "pain  and  suffering." 


The  sport  of  kings 

Tennis  started  with  royalty  and 
seems  to  be  reverting  to  it.  The 
number  of  players  in  the  U.S.  has  fall- 
en from  25  million  in  1978  to  15  mil- 
lion today.  Sales  of  tennis  rackets 
dropped  from  a  peak  of  8.6  million  in 
1976  to  2.5  million  last  year.  Manu- 
facturers have  fought  the  decline  with 
higher  prices  on  rackets  made  from 


Tennis:  The  crowds  have  thinned 

The  fewer  they  are,  the  higher  the  price. 


graphite  and  boron,  but  sales  werel 
still  only  $160  million  last  year,  com-j 
pared  with  $184  million  in  1976. 
Managers  at  Chesebrough-PondS 
Prince,  one  of  the  big  names  in  rack- 
ets, figure  the  market  dropped  at  least 
another  6%  in  the  first  six  months  of 
this  year,  although  it  claims  its  own 
sales  are  up  about  10%.  Prince  now 
has  made  its  biggest  bid  for  the  afflu- 
ent sportsman — a  custom  racket  that 
lets  players  choose  size,  weight,  grip, 
balance,  flex,  string  type,  tension  and, 
of  course,  color.  Price:  $1,000. 


The  yen  for  exports 

There  are  only  tentative  signs  that 
the  fall  in  the  dollar  may  be  helping 
to  close  the  huge  U.S.  trade  deficit.  But 
there  is  no  doubt  that  the  correspond- 
ing 40%  rise  in  the  yen  has  already  hurt 
Japanese  businessmen  relying  on  ex- 
ports. More  than  100  Japanese  compa- 
nies— mostly  textile,  ceramic,  alumi- 
num, electronics  and  tableware 
firms — have  gone  bankrupt  since  last 
November  because  of  falling  exports, 
according  to  Tokyo  Shoko  Research 
Ltd.,  a  private  credit-research  organiza- 
tion quoted  in  the  current  issue  of  PHP 
Intersect,  a  Tokyo  magazine.  Japan's 
Ceramic  Tile  Manufacturers  Associa- 
tion reports  a  40%  decline  in  exports  to 
the  U.S.,  for  example,  putting  them 
behind  competitors  from  South  Korea 
and  Taiwan.  Japan's  unemployment 
rate  is  up  3%  as  a  result  of  falling 
exports,  the  report  says,  and  the  Tokyo 
Chamber  of  Commerce  has  been 
flooded  with  requests  for  help.  Most 
Japanese  businessmen  never  dreamed 
of  living  without  export  markets,  but 
Tokyo's  Ministry  of  International 
Trade  &  Industry  wants  them  to  ex- 
pand into  markets  at  home. 


Bombs  and  business 

Belfast  and  Northern  Ireland  aren't 
all  bombs  and  rubber  bullets.  The 
British-financed  Local  Enterprise  De- 
velopment Unit  can  actually  find  a 
few  hopeful  flickers  in  the  gunsmoke. 
Since  1984,  the  agency  has  backed 
3,000  new  firms,  creating  8,000  new 
jobs,  slots  for  1.7%  of  the  total  work 
force.  That's  no  small  feat  in  a  region 
with  22%  unemployment,  says  LEDU 
Chief  Executive  T.  George  Mackey,  a 
veteran  marketing  manager  for  a  U.K. 


The  Incredible  Canon  T90. 


/7  Catalyst  for  the  Creative  mind. 


The  Canon  T90  is  every  serious  photo 
rapher's  dream  camera,  with  more  capa- 
city built  in  than  most  cameras  offer  as 
ptions.  Hold  it  and  you  will  appreciate 
le  true  beauty  of  its  new  shape  and 
esign,  sculpted  to  fit  the  human  hand 
is  never  before.  Its  sleek,  uncluttered 
ppearance  only  hints  at  the  engineering 
miracles  inside. 

Highlights  include 
a  built-in  professional  4.5  fps.  motor  drive 
system,  complete  with  auto-load  and 
power  rewind  functions.  l/4000th  sec. 
high-speed  shutter  with  1/2 50th  sec.  "X" 
sync.  Three  metering  patterns,  with  auto- 
matic Multiple  Spot  Metering.  The  world's 
most  versatile  exposure  control  system  for 
daylight  and  flash  photography  And  the 


The  New  Vision 
or  Photography 

I  En|oy  easy  extended  payments 
I  with  the  Canon  Credit  Card  Ask  tor  details 
at  participating  Canon  dealers  and  retailers 
1  Available  only  in  U  S 

Canon  USA.  Inc  .  One  Canon  Plaza.  Lake  Success.  NY  1 1042  / 100  Park  Blvd  ,  Itasca,  IL  60143  /  5625  Oakbrook  Parkway.  Norcross.  GA  30093  /  3200  Regent  Blvd  .  Irving,  TX  75063 
!3  Paulanno  Ave  East.  Costa  Mesa.  CA  92626  /  4000  Burton  Or ,  Santa  Clara,  CA  95054  /  Bldq  B-2, 1050  Ala  Moana  Blvd  .  Honolulu.  HI  96814  /  5701  General  Washington  Drive,  Alexandria.  VA  22312  /  Canon  Canada,  Inc.  Ontario 


anon  T90  shown 
v/optional  Speedlite  300TL 


light  and  shadow 
as  never  before,  to 
capture  pure  whites,  subtle  colors 
or  the  darkness  of  midnight.  There 
isn't  a  situation  it  can't  handle. 

Visit  your  authorized  Canon 
dealer  for  all  the  details  on  the 
incredible  Canon  T90.  We  think 
you'll  agree  it's  more  than  a 
creative  tool.  It's  an  inspiration 


ability  to  make  up  to  nine  multiple  expo- 
sures on  a  single  frame.  Built-in  features 
that  encourage  creativity  not  thwart  it. 

With  the  Canon  T90,  you  can 
photograph  anything  you  can  imagine, 
from  high-speed  action  to  sensitive 
portraits  and  amazing  nighttime  expo- 

Canon 


THE  KNICKERBOCKER 
CHICAGO 


A  proud  history  repeats  itself. 

During  the  1920s,  The  Knickerbocker 
Hotel  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.  Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker... as  we  carry  on  our 
proud  history. 

At  the  Top  of  the  Magnificent  Mile, 
Walton  Place  at  North  Michigan  Avenue. 
(800)  621-8140,  (312)751-8100 
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A  Belfast  street  scene 
Hopeful/tickers  in  the  gunsmoke. 

engineering  firm  and  himself  the 
founder  of  a  successful  small  busi- 
ness. The  $31  million  budget,  up  four- 
fold since  1980,  comes  out  of  $2.4 
billion  a  year  in  British  aid  to  North- 
ern Ireland.  Most  of  it.  goes  to  new 
businesses  as  low-cost  loans,  grants 
and  free  consultation.  Creating  a  job 
costs  LEDU  $1,100  on  average,  but 
saves  the  government  $8,500  a  year 
on  welfare.  The  agency  has  funded 
everything  from  a  shrub  nursery,  a 
sign  company,  a  horseshoe  firm  and  a 
maker  of  multipurpose  car  trailers  to 
a  pharmaceutical  concern  and  an  elec- 
tronics company  that  makes  defibril- 
lators for  heart  attack  victims.  Can 
this  ease  the  violence?  "While  it's  no 
magic  formula,"  Mackey  says,  "it 
cannot  but  help." 


Energy-efficient  loans 

Washington's  home-mortgage 
agencies  recognized  years  ago 
that  an  energy-efficient  home  costs 
less  to  run,  giving  a  buyer  more  in- 
come to  pay  off  loans.  So  they  are 
more  generous  with  the  mortgages 
they  back.  The  Federal  Home  Loan 
Mortgage  Corp.  (Freddie  Mac),  for  ex- 
ample, usually  will  not  accept  mort- 
gages where  payments  exceed  28%  of 
the  buyer's  annual  income.  Since 
1983  it  has  relaxed  that  rule  for  ener- 
gy-efficient houses.  The  lack  of  a  na- 
tional efficiency  rating  standard  had 
led  banks  to  restrict  the  practice  to 
new  homes.  Now  such  a  standard 
may  be  in  the  offing,  which  would  help 
existing  homes  qualify  for  more  gener- 
ous mortgages  as  well.  Seattle's  West- 
ern Resource  Institute,  a  nonprofit 
conservation  group,  has  developed  a 
system  to  evaluate  walls,  insulation, 


windows,  heating  and  cooling  in  exis 
ing  homes,  says  director  Jay  Lubof 
Buyers  can  get  breaks  for  mortgages  o 
homes  with  existing  efficiencies  c 
borrow  extra  to  cover  planned  energ 
improvements.  The  program  will  soo 
be  launched  in  Alaska,  Vermont  an| 
Arkansas.  And  lenders  in  other  state! 
including  Colorado,  Missouri  ani 
Florida,  are  interested.  "This  has  bee 
terribly  underexploited,  but  the  WF 
rating  will  help,"  says  Greg  Foley, 
Freddie  Mac  mortgage  specialist,  (j 
nonprofit  Connecticut  group  calle 
Conn  Save,  backed  by  five  utilitie 
started  a  statewide  rating  program  c 
its  own  in  July.) 


Flight  of  the  railbirds 

California's  vaunted  love  for  thi 
great  outdoors  apparently  doesn* 
apply  to  gamblers.  The  Golden  Stat 
started  its  first  official  lottery  a  yeai 
ago  and  California  racetracks  wen 
the  first  to  suffer.  Santa  Anita,  the  bij 
Los  Angeles  course,  says  attendanci 
fell  11.2%  during  the  December-to 
April  racing  session  and  the  bettin 
handle  was  off  3.8%.  (The  track  say: 
bad  weather  was  another  factor.)  Sal 
Francisco's  Bay  Meadows  track  waj 
hit  even  harder.  Its  attendance  wa 
down  22%  and  at-the-track  bettinj 
was  off  20%. 


Quote,  unquote 

Philippines  President  Corazor 
Aquino,  telling  American  busi 
nessmen  in  Washington  how  she 
hopes  to  free  her  people  from  depen- 
dence on  government:  "This  shoulc 
not  be  hard,  considering  how  little 
government  has  done  for  them  these 


President  Corazon  Aquino 

When  the  only  way  to  go  is  up. 


he  Amazing  Success  Story  of  a  Vanishing  Species. 

The  Audubon  Society  Facsimile  of 

♦BIRDS  OF  AMERICA- 


rictly  limited  to 3 50  sets  worldwide.  Edition  two-thirds  subscribed  in  twelve  months. 


ro  commemorate  the  200th  anniversary  of  Aududon's 
birth,  the  National  Audubon  Society  proudly  pub- 
;ihed  a  facsimile  edition  of  the  Double  Elephant  Folio 
1  Birds  of  America. 

&  tour  de  force  in  modern  printing  history.  .  .  . 
mdubon's  birds  virtually  fly  off  each  plate.  " 
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Everything  about  this  book  is  extravagant." 

— Borsenblatt 
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accountemps 


Free  booklet  now  available  from  Accountemps,  the 
world's  largest  temporary  service  specializing  in 
accounting,  bookkeeping  and  data  processing.  Contact 
one  of  100  Accountemps  offices  on  three  continents, 
or  write:  Accountemps,  Administrative  Services  Dept., 
522  Fifth  Avenue,  New  York,  NY  10036 


past  20  years." 

Representative  Patricia  Schroede 
(D-Colo.),  on  how  foreign  competi 
tion  sounds  along  the  campaign  trail 
"It's  hard  to  stand  on  a  wagon  tongui 
and  explain  to  people  why  we  need ; 
600-ship  Navy  to  keep  the  ocean: 
open  so  that  the  Japanese  can  sen( 
Subarus  to  our  national  ski  team.' 


A  bicycle  built  for  one 

Automobiles  and  electronics  froni 
abroad  have  caused  the  most  con] 
sternation  on  the  U.S.  marketing 
scene,  but  other  areas  have  also  beer 
taken  over  by  imports  and  by  coun 
tries  other  than  Japan.  Bicycle  sales 
for  example,  are  booming,  with  the 
Bicycle  Manufacturers  Association 
forecasting  a  rise  to  12.2  million  units 
this  year,  up  from  11.4  million  in 
1985.  That  will  give  55.7%  of  the 
American  market  to  foreign  manufac- 
turers; it  was  23.1%  four  years  ago 
And  the  Japanese  are  not  even  in  the 
picture — almost  80%  of  the  imported 
bikes  come  from  Taiwan. 


Voters'  view  of  tax  reform 

While  the  President  and  Congress) 
are  falling  over  one  another  hail- 
ing the  new  tax  reform  bill,  how  are] 
the  taxpayers — and  voters — reacting? 
Only  16%  of  U.S.  families  expect  ta 
save  money  under  it,  according  to  a| 
new  study  by  National  Family  Opin-i 
ion,  Inc.  in  Toledo,  Ohio  for  the  Con- 
ference Board,  the  New  York  City  re- 
search group.  Its  poll  of  5,000  families| 
shows  that  nearly  44%  expect  to  payj 
more  taxes  and  40%  expect  their  tab1 
to  remain  the  same.  More  than  half 
the  households  with  incomes  of  high- 
er than  $25,000  expect  their  federal 
taxes  to  rise,  compared  with  less  than 
one  third  of  those  earning  under 
$20,000.  (Asked  what  they  would  do 
with  it  if  they  did  save  money,  50%  of 
the  respondents  would  add  it  to  sav- 
ings, 35%  would  pay  debts  and  15% 
would  spend  it.)  Opinion  also  splits 
on  the  fairness  congressional  sponsors 
have  emphasized.  While  36%  agree 
that  the  new  tax  system  is  fairer,  33% 
say  it  is  less  so.  The  rest  think  the 
new  law  is  about  as  fair  as  the  existing 
tax  code.  "The  public  obviously  views 
the  tax  reform  with  suspicion  and  am- 
bivalence," says  Fabien  Linden,  exec- 
utive director  of  the  Conference 
Board's  Consumer  Research  Center. 
The  politicians  have  a  lot  of  mission- 
ary work  to  do  before  next  month's 
elections. 
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INTRODUCING 
A  BUSINESS 
HOTEL  THAT 
FEELS  LIKE  A 
FRENCH  INN. 

If  you're  like  a  lot  of  business 
travelers,  the  more  you  travel  the 
tougher  it  is  to  distinguish  one  hotel 
from  another.  When  we  brought  our 
French  hotels  stateside,  we  focused 
on  the  demands  of  the  American 
business  traveler  without  losing  our 
tradition  of  French  hospitality.  From 
our  greeting  of  Bonjour  when  you 
arrive  to  the  French  bread  baguette 
we  send  you  off  with  when  you  leave, 
we'll  take  you  far  away  from  the 
feeling  of  other  business  hotels. 
Maybe  all  the  way  to  France. 

Houston 

Near  Intercontinental  Airport 

Minneapolis  

Near  International  Airport 

Toledo  

Downtown  on  the  Riverfront 

Miami  

At  International  Airport 

Chicago  (Opens  March  '87) 
At  O'Hare  Airport 

For  reservations,  call  Resinter, 
1-800-221-4542. 


Hotel  SofiteF 


Member  SI  PC 


"I  THOUGHT  I  WAS  TOO  SMALL 
FOR  DREXEL  BURNHAMT 


You  might  think 
you'd  have  difficulty 
getting  a  big  player  like 
Drexel  Burnham  to 
handle  your  investment 
portfolio. 

But  it  isn't  so. 

The  way  we  see  it, 
the  only  difference  be- 
tween our  large  clients 
and  our  small  ones  is 
t  he  size  of  their  invest- 


ments.The  quality  of 
the  investment  advice 
doesn't  change  a  bit. 

Our  institutional  and 
individual  clients  both 
have  access  to  first-rate 
research.They  both  share 
in  the  same  wealth  of  fi- 
nancial knowledge. 

Just  as  our  institution- 
al clients  count  on  us  to 
pass  along  new  informa- 


tion relevant  to  their  in- 
vestments, our  individu- 
al clients  expect  no  less 
for  their  portfolios. 

The  fact  is,  Drexel 
Burnham  is  big  enough 
to  offer  a  complete  range 
of  financial  services  to 
all  kinds  of  investors, yet 
small  enough  to  give  per- 
sonal attention  to  every- 
body. That's  important. 


Because  if  there's  one 
thing  you  need  when 
you've  got  questions  about 
your  investments, it's  some- 
one t  here  with  t  he  answers. 

If  you're  looking  for  the 
kind  of  professional  per- 
formance that  a  serious 


amateur  can  admire, 
call  1-800-237-8000, 
ext.  77,  and  ask  for  our 
Current  Purchase  List 

In  this  business,  it 
doesn't  matter  how  big 
you  are.  It's  how  big 
you  want  to  be. 
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Follow-Through 


ard  times  in  Texas 

i  ll  he  skyline  of  Midland,  Tex.,  half- 
li  L  way  between  Dallas  and  El  Paso, 
i  aps  out  of  the  flat,  arid  land  like  a 
ijirage.  It  was — and  is — a  monument 
H  the  wealth  that  flowed  from  the 
liirrounding  25,000  square  miles  of 
tit  Permian  Basin.  When  it  was  living 
|jf  its  oil,  Midland  was  one  of  the 
jbhest  towns  per  capita  in  the  U.S. 
I  'he  Forbes  Four  Hundred,  1983). 
1;  Midland's  facade  was  showing  a 
I  w  cracks  three  years  ago.  Now  it  has 
iiiumbled.  Just  how  badly  is  reflected 
I  Midland's  jokes.  Like  the  frog  who 
II lis  a  young  woman:  "I  was  once  a 
rest  Texas  oilman.  Kiss  me  and  I'll 
i  im  back  into  one."  Ignoring  the  plea, 
me  pops  him  into  her  purse.  "Why?" 
: ifriend  asks.  "A  talking  frog  is  worth 

hell  of  a  lot  more  than  a  West  Texas 
i  ilman,"  she  replies.  Echoing  the 
irheeze  that  the  opera  ain't  over  until 
:iie  fat  lady  sings,  Midlanders  note, 
The  fat  lady  has  sung." 
I  The  jokes  aren't  funny   to  the 
)wn's  service  people,  unemployed 
:;ologists,   down-at-the-pocket  oil- 
men and  bankers  who  watched  oil 
irices  drop  to  $11  a  barrel  this  year 
!efore  creeping  back  to  $14,  still  bare- 
w  a  subsistence  level.  The  number  of 
trilling  rigs  at  work  in  the  Permian 
jasin  is  down  to  87  from  286  last 
ear — which  was  fewer  than  in  1984. 

As  a  result,  unemployment  in  Mid- 
md  rose  from  4.1%  last  December  to 
2.2%  in  August.  Midland's  popula- 
ton  has  held  steady  since  last  year  at 
early  100,000,  despite  the  one-way 
J-Hauls  leaving  to  go  back  to  Califor- 
nia, Florida  or  Missouri.  One  reason, 
lowever,  is  that  oil  majors  like  Exxon 
nd  Arco  have  closed  offices  else- 
Inhere  in  the  Southwest  and  consoli- 
dated in  Midland.  Optimists  note  that 
nrollment  in  the  Midland  school  dis- 
trict is  up,  but  they  don't  say  it's  up  by 
inly  4  students,  out  of  19,129. 


Gross  sales  in  the  county  remained 
virtually  unchanged  last  year  from 
the  $2.5  billion  of  1981,  but  most  of  it 
was  for  necessities.  The  big-ticket 
taxable  portion  was  off  more  than 
20%,  to  $922  million.  That  means 
Midlanders  are  buying  fewer  furs  and 
diamonds.  Another  sign  of  the  times 
is  the  number  of  independent  oilmen, 
once  the  private-jet  set,  reduced  to 
flying  via  Southwest  Airlines. 

St.  Nicholas  Episcopal  Church  on 
Princeton  Avenue  has  also  picked  up 
business.  "People  can't  afford  to  go 
anywhere  else,"  laughs  Father  Joseph 
Schley.  And  donations  are  up,  espe- 
cially for  outreach  programs  for  the 
unemployed.  "This  looks  like  the 
best  year  we've  had.  When  people  get 
wealthy,  they  tend  to  think  they're 
better  than  they  really  are.  Now,  they 
realize  their  shortcomings." 

The  decline  in  oil  prices  has 
squeezed  even  successful  wildcatters 
like  independent  Earle  Craig  Jr.,  a  na- 
tive of  Pennsylvania  who  has  lived  in 
Midland  for  the  last  36  years.  Craig's 
staff,  once  30,  is  now  only  4.  And 
although  his  family  remains  "com- 
fortable," he  has  a  hefty  bank  loan. 
"That's  not  a  third  of  the  windfall- 
profit  tax  I  paid,  but  there's  no  wind- 
fall-profit tax  rebate,"  Craig  gripes. 
"I'm  drilling  nothing,  and  I'm  just  a 
microcosm  of  what's  out  there."  But 
Craig  sees  paying  off  as  the  only  way 
to  retain  his  reputation,  and  in  a  town 
of  wildcatters  like  Midland,  a  man 
lives  or  dies  on  his  reputation. 

For  every  oilman  who  makes  good 
on  his  debts,  there  are  plenty  who 
don't.  The  result:  The  Federal  Deposit 
Insurance  Corp.  has  a  staff  of  330  in 
town.  Actually,  that's  down  a  bit  from 
last  year.  Half  of  the  10  liquidations  it 
is  handling  are  from  New  Mexico  and 
other  parts  of  Texas.  But  Managing 
Liquidator  Bruce  Brown  still  has  $1.1 
billion  in  bad  local  loans  to  sell — $900 
million  of  it  for  the  FDIC,  the  rest  for 
loan  partners.  Some  84%  of  that  is 
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TO  ESCAPE 
CRITICISM  - 
DO  NOTHING, 
SAT  NOTHING, 
BE  NOTHING. 


Elbert  Hubbard  I 


(f  you  never  put  yourself 
on  the  line,  you  won't 
make  waves.  And  if  you 
don't  make  waves  you 
won't  rock  the  boat. 
But  you'll  still  risk 
drowning  ...  in  a  sea  of 
mediocrity. 

Teacher's  Highland 
Cream.  Perfection  of 
blended  scotch  whisky 
since  1830. 


86  PROOF  IMPORTED  BY  WV  ELLIOTT 
SOLE  U  S  IMPORTER  NEW  BRITAIN,  C 
ENJOY  IN  MODERATION, 


ONE  OF  THE  WORLD'S 
THREE  GREAT  RESORTS 

JUST  BECAME 
ONE  OF  THE  WORLD  S 
TWO  GREAT  RESORTS. 

"And  we  have 
two  18-hole  courses  & 
to  prove  it? 

Come  to  the  new 
La  Costa.  Telephone 
today  for  reservations 
and  information:  1-800-854-6564. 


In  California, 
1-800-542-6200. 


La  Costa 

I  1.  i  kc  world's  two  great  resorts. 


from  the  1983  failure  of  First  Nationl 
Bank.  In  all,  Brown  figures  he'll  ij 
lucky  to  get  half  of  it.  "When  \v 
refinance,  we  can  take  a  25-cent  loj 
on  the  dollar  and  rewrite  a  loan  for  tri 
rest,  but  it's  not  unheard  of  to  take 
70-cent  loss,"  he  says,  noting  that  h 
ties  in  town  are  less  than  cordial. 

Midland  hopes  there  will  be  n 
more  bank  failures  there  or  in  Odessj 
its  sister  city  20  miles  to  the  west.  Bu 
while  Texas  Banking  Commissione 
James  Sexton  says  he  sees  no  moi 
really  bad  situations,  he  adds:  "In  tri 
oil  sector,  who  knows?" 

A  couple  of  home-grown  banks 
both  young,  are  still  solid.  Unite! 
Bank  rose  out  of  the  ashes  of  Metij 
Bank,  one  of  Midland's  first  to  fail.  ] 
raised  $12.1  million  in  three  stoc 
offerings  and  got  $3.6  million  froc 
private  investors,  including  oilmei 
Cy  Wagner  and  Jack  Brown.  The  bah 
has  $21  million  in  capital,  and  it) 
recent  acquisition,  for  $300,000,  C 
$65  million  in  deposits  from  the  faile 
Western  Bank  made  it  Midland's  thir| 
largest,  with  $175  million  in  assets' 
after  Republic  and  First  City.  Unite 
has  done  well  because  it  made  its  ol 
and  gas  loans — only  25%  of  its  portfci 
lio — with  the  risks  in  mind.  So  Chaii 
man  Wayne  Merritt,  also  president  q 
the  Chamber  of  Commerce,  is  an  optij 
mist:  "The  oil  business  has  problem) 
now,  but  people  here  have  a  commit 
ment  and  Midland  will  come  back 
stronger  than  ever." 

Another  diehard  is  Clayton  Wil 
liams,  who  in  1983,  during  an  offici 
glut,  was  building  a  huge  commercial 
real  estate  development.  He  has  cul 
rents  an  average  of  25%,  but  his  Clay 
Desta  complex  is  now  90%  rented  to 
tenants  like  Sohio  and  IBM.  Williams 
once  held  annual  auctions  of  Brangu: 
cattle,  but  sold  his  herd  of  1,100  fo: 
$5.5  million  last  year  when  oil  price: 
weakened.  Today  he  is  rebuilding  hi: 
herd.  His  ClayDesta  National  Bani 
has  $1 10  million  in  assets  and  an  18% 
return  on  equity  from  cautiously 
made  oil  loans,  mortgage  brokerinj 
and  professional  and  executive  loans 
Williams  also  put  $60  million  in  his 
Texas-based  long  distance  phone 
company;  it  has  81,000  customers,  in 
eluding  30%  of  Midland's  market, 
and  is  growing  by 
10%  a  month.  "It's 
not  wheeling  and 
dealing  as  it  once 
was,  but  we're  open 
for  business,"  he 
says.  "I'm  sorry  I'm 
not  on  The  Four 
Hundred,  but  watch 
out." 


Our  garment  bag 
treats  all  hangers  equally. 

The  humble  wire  hanger,  straight  from  the  cleaner's.  The  opulent  polished  wood  ones  that  come 
with  your  best  suits.  Or  our  special  garment  bag  hangers  that  give  you  a  few  extra  inches  of 
packing  room. 

Andiamo's  exclusive  Any  Hanger  Bracket™  holds 
all  three.  Securely 

We  also  made  the  Any  Hanger  Bracket  with 
four  tracks  to  let  you  stagger  your  clothes,  so  they 
pack  flat. 

And  we  designed  the  Andiamo  garment 
bag  to  be  as  convenient  as  your  own  closet  at  home 
For  example,  our  exclusive  zip-off  Packing 
Curtain  lets  you  see  and  get  to  everything  in  your 
hanging  compartment  with  no  obstructions. 
I  Absolutely  none.  Just  like  a  closet  door.  Except  better,  because  it  has 
1  two  big  storage  pockets. 

The  removable  toilet  kit  buckles  across  the  middle  of  your  bag, 
strategically  located  to  do  two  things.  It  cushions  your  clothing  against 
!  wrinkles  and,  at  the  same  time,  protects  your  toiletries. 

Enlightened  design  is  only  part  of  the 
Andiamo  story  Things  like  specialized  leathers, 
self -repairing  zippers,  and  our  custom- woven 
Dupont  Cordura "  nylon,  with  a  waterproof  Dupont 
Teflon"  coating,  make  Andiamo  the  highest  per- 
formance luggage  that  has  ever  flown. 

Look  for  our  Bravado,  Valoroso,  Scirocco, 
and  Andiamo  labels.  And  the  garment  bags  that 
treat  all  hangers  equally  All  made  in  the  USA. 

For  our  informative  free  brochure  and  the  name  of  your  nearest  Andiamo 
m  1  dealer, call  (800)  423-3561. In  California     A     Ir~,  A  - 

KpBPjl         •  1  cal1  i800)  231"8168- In  Canada,  /xTMPIcXlVIQ  mm 

j|gg|y|  (41b )  368-845 1 .  Nq  luggage  has  ever  g(  ,ne  this  far  corpus 


Patent  pending  "Any  Hanger 
Bracket"  accepts  our  specialized 
garment  bag  hangers,  or  any 
hanger  in  your  closet,  in  any 
combination. 


Zip  on  our  exclusive,  self- 
hanging  Packing  Curtain  for 
complete  protection.  Zip  it 
off  for  unexcelled  packing 


convenience. 


Bravado 


ps. 


;s,  gaming  equipment,  health  and  fitness  cen- 
and  amusement  games  and  arcades.  And  no 
:an  match  the  presence  of  Bally  s  Six  Flags 
gional  theme  parks. 

■isure  is  Americas  most  exciting  growth 
stry  —  $25  billion  in  revenues  last  year,  with 
)\\th  rate  almost  seven  times  the  GNP.  And 
sales  of  over  $1.6  billion.  Bally  is  a  growing 


and  diversified  leader  in  this  growing  industry. 

Because  wherever  America  spends  its  leisure 
time,  Bally  leads  the  way. 

For  more  information,  write  William  H.  Peltie 
V.  P.  Corporate  Communica- 
tions, 8700  W.  BrynMawr, 
Chicago,  IL  60631.  Or  call 

1-312-399-1300.  THE  LEISURE  LEADER 


Assisting  institutional  investors.  At 
Irving  Trusty  it's  a  matter  of  course. 

"Among  banks,  Irving  Trust  is  in  a  special  position  to  help  the  corporate  and 
institutional  investor,"  reports  Thomas  W.  Archibald,  Executive  VP  "We  have 
achieved  market  leadership  in  our  securities  businesses.  And  we  are  uniquely 
structured  as  a  unified,  customer-driven  group." 

For  the  customer,  this  translates  into  professionals  with  a  strong  commitment  to 
quick  action,  personal  service  and  innovation.  From  Master  Trust/Master  Custody, 
Securities  Lending,  American  Depositary  Receipts  and  Institutional  Custody  to 
Corporate  Trusts,  Investment  Management  and  Portfolio  Analytics. 

Results:  Recognized  performance  and  counsel  over  a  full  spectrum  of  institutional 
securities  services. 

Irving  Trust,  One  Wall  Street,  New  York,  NY  10015.  212/635-6800. 


Irving  Trust 


"With  all  thy  getting  get  understanding 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


YOU  CAN'T  MAKE  IT 

I  With  $179  million,  one  would  think  most  anything  was 
Iffordable.  But  that  would  be  a  million  bucks  shy  of  what 
It  takes  this  year  to  be  one  of  the  400  richest  people  in 

America.  Last  year,  with  a  mere  $150  million,  you'd  have 

seen  on  the  list. 

Fourteen  percent  of  last  year's  400  bit  the  dust.  Seven, 
literally.  Thanks  to  Richter-scale  stock  market  earth- 
quakes, and  the  continued  whammy  on  oil,  a  number  fell 
lout  of  this  Forbes  number.  Busted  marriages,  busted 


WITH  $179  MILLION 

trusts  and  going  bust  knocked  off  others. 

The  real  excitement,  the  real  significance  of  this  on- 
going saga  of  the  400  is  not  in  who's  on  and  who's  off.  The 
real  payoff  for  America  is  that  from  the  competitive  free- 
for-all  among  our  free  enterprisers,  2  million  new  jobs 
were  created,  and  the  country's  GNP  grew  2.7%. 

So  long  as  Americans  can  keep  some — and  more — of 
what  they  earn,  this  economy  will  stay  sparking  and 
plugging. 


AN  AGE  OLD  QUESTION 


Ladies  don't  really  like  their  age  flagged,  particularly 
when  they  have  some.  They've  got  to  be  really  old  to  brag 
about  it,  like,  say,  99  or  100. 

Estee  Lauder,  the  youthful-looking  elder  of  the  extraor- 
dinarily successful  cosmetic  enterprise,  took  us  to  task  for 
our  guesstimated  age  in  last  year's  400 — "late  70s." 


So  in  an  effort  at  unaccustomed  gallantry,  I  told  Estee, 
"Pick  an  age  and  send  it  to  me." 

She  dropped  me  a  note,  "You  can  be  sure  I  will  hold  you 
to  your  word!" 

So  what's  the  age,  direct  from  the  source?  "If  you  insist 
on  an  age,  you  can  put  down  69."  Pause.  "Yes,  69." 


JOHN  KLUGE  CAN  WRITE  A  CHECK  FOR  $2  BILLION  OR  SO 


and  not  have  it  bounced. 

Most  anyone  else  couldn't  do  that  and  not  be  Certi- 
fied— as  looney. 

Does  anyone  who  knows  John  think  this  canny, 
twinkling,  happy  lad  is  going  to  spend  the  rest  of  his 
years  savoring  his  liquidity,  sitting  on  his  pile,  philo- 
sophically ruminating  as  he  whacks  golf  balls  and  dances 


daily  into  dawn's  wee  hours? 

I'd  wish  he  would  if  I  were  one  of  the  big  wheelers  of, 
say,  Time  Inc.  or  CBS  or.  .  .  . 

John's  having  a  ball  discovering  how  much  other  than 
business  fun  there  is  in  living.  But  it  won't  be  long 
before  he  knows  anew  that  there's  no  fun  like  the  fun  of 
doing  and  mattering. 


MSF  ON  ADVERTISING 

Reprinted  from  "Inside  Print,"  July  1986 


Inside  Print:  Comment  on  the  following  statement:  All 
advertisers  are  involved,  to  one  degree  or  another,  in  a 
perception  struggle,  and  it  becomes  the  advertiser's  job  to 
out-perceive  other  advertisers. 

MSF:  I  think  that  phrases  it  very  well.  What's  helped  us  to 
have  an  identity  is  something  we  began  doing,  I  guess,  more 
than  two  decades  ago,  identifying  Forbes  as  a  Capitalist 
Tool.  It's  got  good  humor,  and  it's  been  like  a  seed  in  good- 
naturedly  rehabilitating  the  word.  "Capitalist"  used  to  be  a 
cussword  thrown  at  people  in  free  enterprises  by  left-wing 
people.  It  was  a  term  of  derision  for  a  long  period.  By  using  it, 
we  have  given  a  flavor,  both  to  the  phrase  and  to  Forbes. 

Identity  is  not  easily  established.  It's  hard  to  do,  and 
name  changes  have  become  so  frequent  with  these  mega- 
mergers  that  people  don't  identify  a  product  with  the 
parent  company  very  often. 

Then,  too,  the  parent  company  wants  to  ride  the  credit 


Certain  ads  take  on  a  life  of  their  own, 
they're  so  good.  The  great  Volkswagen 
series  had  a  lasting  impact  because  they 
were  in  print.  They  hit  the  eye  in  the  mind. 

of  over-the-counter  products.  You  don't  say,  "Give  me  the 
General  Foods  cereal";  you  name  the  brand.  And  they  get 
the  benefit  of  rub-offs.  If  General  Foods  announced  a  new 
pancake  mix,  and  you  think  well  of  the  company  for  six 
other  products,  you  think,  "Well,  I  should  try  it.  It  ought  to 
be  good  if  their  name  is  on  it."  There's  a  lot  of  interplay, 
but  you've  put  your  finger  on  it — establishing  a  favorable 
identity.  That's  where  the  boutiques  in  the  advertising 
business  come  from. 

Inside  Print:  How  helpful  is  it,  do  you  think,  to  your  own 
advertising  sales  effort  that  you  and  Forbes  magazine 
obviously  believe  in  advertising,  as  evidenced  by  what  you 
do  on  your  own?  The  question  is  basically:  How  helpful  is  it 
to  your  sales  staff,  in  selling  advertising,  that  you  put  your 
money  where  your  mouth  is,  and  that  you,  too,  believe  in 
print  advertising  as  evidenced  by  everything  you've  done? 

MSF:  Absolutely.  I  tell  you,  my  father  was  born  in 
Scotland.  Tve  not  been  accused  of  inheriting  the  tradition- 
al traits  of  a  Scotsman,  but  I  think  we've  had  more  than  the 
dollar  value  for  the  money  we  spent.  And,  without  adver- 
tising the  merits  of  Forbes,  I  don't  think  we  could  have 
attracted  the  key  salesmen.  A  salesman  needs  tools.  He's 
first  got  to  have  a  product,  then  he's  got  to  have  tools.  And 
Forbes'  advertising  is  a  vital  tool  to  our  advertising  sales 
staff.  You  ask  any  one  of  them,  and  they  will  tell  you  that 
Forbes'  advertising  is  a  very  helpful  door-opener  for  them, 
particularly  on  the  agency  level.  On  the  corporate  level,  it 


helps  to  get  by  the  guy's  secretary  if  she's  heard  of  an 
thinks  well  of  the  company  or  the  product. 

Of  course,  you've  got  to  remember,  too,  that  with  th 
belief  in  advertising  you  have  to  have  the  wherewitha 
Look  at  the  years  that  IBM  advertised,  sponsored  fabulou 
exhibits  at  the  World's  Fairs.  They  had  no  product  to  se 
the  public.  Likewise,  the  telephone  company.  Until  it 
recent  split,  you  had  to  have  your  telephone.  Yet,  the 
were  enormous  advertisers  because  they  created  goodwill 
Advertising  made  their  own  telephone  operators  and  th  I 
people  working  there  proud  of  being  with  a  compair  I 
thought  so  well  of.  The  company  was  smart  enough  a 
recognize  the  value  of  public  consciousness  and  a  good 
aura  and  goodwill.  Time  and  again,  this  enabled  them  a 
successfully  negotiate  "livewithable"  rates  with  all  thesi 
commissions,  because  beating  up  on  Ma  Bell  was  noi 
popular  with  the  public.  The  public  liked  the  operators 
and  they  liked  Bell  Telephone.  It  was  Mother  Bell. 

Inside  Print:  Talk  about  some  of  the  things  that  adverJ 
tisers  can  do  in  print  advertising  that  they  can't  accord 
plish  in  other  media. 

MSF:  Well,  I  tell  you,  TV  is  an  extraordinary  medium,  but 
it  takes  money.  Radio  is  on  its  second  wind,  and  you  can1 
segment  an  audience  with  a  rock-and-roll  station  or  a  news- 
type  station  all  day.  You  can  do  certain  demographic  things 
with  those  mass  media,  but  you  have  enormous  waste. 
broad  target  is  not  wasted  if  you're  selling  toothpaste,  and) 
it's  not  wasted  in  certain  mass  consumer  products.  But,  it's 
an  ego  trip  for  many  TV  advertisers  to  be  on  the  Super  Bowl., 
It's  like  the  discussion  of  what  kind  of  executive  plane  youi 
have  in  the  locker  room  of  some  consequential  golf  clubl 
where  it's  out-fonesing  the  Joneses.  It's  a  game. 

I  think  what  motivated  some  of  the  early  days  of  con-! 
glomerates  was  who's  got  the  biggest  gross  revenue.  Some 
of  them  made  some  gross  mistakes,  but  it  sounded  good. 
And,  they  were  no  longer  under  a  $billion;  they  were  over  a 
Sbillion.  So,  their  crony  at  the  club  says,  "You  fellas  still 
only  $600  million?"  It's  gamesmanship,  and  I  think  that  it 
accounts  for  a  lot  of  TV  advertising  that  is  aimed  at  a  more 
specialized  audience.  It  takes  a  big  part  of  the  budget,  but  I 
think  the  people  concerned  get  a  kick  out  of  it. 

I  mean,  I  wouldn't  complain  if  I  happened  to  turn  on 
Dan  Rather,  "Good  Morning  America"  or  what  have  you 
and  saw  a  nice  plug  for  Forbes  in  terms  of  a  paid  advertise- 
ment. People  in  the  company  would  get  a  kick  out  of  it. 
But  that  isn't  going  to  do  the  job  of  reaching  our  targets.  It 
would  reach  our  ego,  but  that's  not  where  the  bucks  are.  I 

Inside  Print:  You  raise  another  question  with  that  com- 
ment. Putting  aside  the  fact  that  it's  more  profitable  for 

(Continued  on  page  360) 
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WHEN  AN  ANNUAL  REPORT  HAS  ITS  FISCAL  FIGURES  IN  THE  BACK 

pu  can  figure  their  figures 
re  comparatively  punk," 
bn  Steve  observed  to  me 
le  other  day  as  we  were 
:x>king  at  a  few.  Though 
rue  to  Steve's  Rule,  Data- 
roducts  Corp.  made  a  vir- 
ile out  of  the  fact  that 
heir  numbers  don't  begin 
intil  page  21  of  their  36- 
age  annual  report.  The 
ireakers  on  the  opening 
ages,   with   the  follow-up 

illOtOS,    effectively    SUCCeed         At  year-end  we  were  standing  strong.  And  a 

l  •         i  our  responses  to  the  test,  a  leaner,  more  aggressive, 

maKing  tne  point.  market-driven  Dataproducts  was  born. 


March  31,1985.  Our  fiscal 
year  began  as  the  entire 
industry  was  running  for  cover 


The  computer  recession  hit  hard,  and  never  let  up.  It 
challenged  our  people,  our  products,  our  strategies.  It  was  a 
test  of  our  intrinsic  strength. 


The  1986  Management  Tearr 


DON'T  YOU  WISH  YOU'D  SAID  IT  FIRST 

Oscar  Wilde  is  supposed  to  have  defined  horse  sense  as  "the 
sense  horses  have  that  keeps  them  from  betting  on  people." 


WHEN  ANYONE  HAS  ENOUGH  MONEY 

not  to  work,  it's  usually  because  he  does. 


PUTTING  YOUR  MONEY 

where  your  mouth  is,  is  often  a  mistake. 


BOOKS 


#  Nantucket  Island — by  Rob- 
ert Gambee  (W.W.  Norton  & 
Co.,  $29.45).  A  splendidly 
comprehensive  picture  (430 
in  number)  of  a  wee  New  En- 
gland Atlantic  island  outpost 
that  for  nearly  a  hundred 
years  was  the  greatest  whal- 
;  ing  center  in  the  world.  After  the  discovery  of  oil  in 
f  Pennsylvania,  it  went  in  a  short  time  span  from  a  thriving 
| peak  to  a  near-empty  shell.  And  therein  lay  its  future 
''salvation.  Having  no  other  industry  than  the  fruits  of  the 
I  sea,  it  was  spared  the  demolishing  that  accompanied  the 
1  Industrial  Revolution.  Here,  see  it  all. 

Excerpt:  Nantucket  men  accumulated  a  great  familiarity 
1  with  the  seas.  For  example,  they  were  the  first  to  have 
I  intimate  knowledge  of  the  Gulf  Stream.  When  Captain 

Timothy  Folger  plotted  it  for  Benjamin  Franklin  (who  was 
;  postmaster  general  at  the  time)  in  1786,  the  sailing  time 

to  England  was  reduced  by  about  two  weeks. 


'  n  L/'ui  i'Ji  I 
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%  Victory  in  Europe — text  by  Max 
Hastings,  photographs  by  George 
Stevens  (Little,  Brown  &  Co.,  $25). 
An  extraordinary  WWII  documenta- 
ry was  shot  in  color  40  years  ago  by 
famed  Hollywood  director  George 
Stevens,  who  accompanied  the  Al- 
lied Expeditionary  Force  from  D-Day 
to  VE-Day.  For  four  decades  it  was  stashed  in  California, 
largely  forgotten  until  this  volume's  appearance.  The  pic- 
tures and  Max  Hastings'  narrative  are  gripping. 

Excerpts:  General  Dietrich  von  Choltitz  now  received  a 
new,  ferocious  order  from  Hitler:  "In  history  the  loss  of 
Paris  always  meant  the  loss  of  France.  Paris  must  not  fall 
into  the  hands  of  the  enemy  except  as  a  field  of  ruins. "  That 
day,  von  Choltitz  asked  to  see  [the  Swedish  Consul- 
General]  Raoul  Nordling  once  more.  He  agreed  with  the 
Swede  that  the  only  means  of  saving  Paris  from  destruction 
and  anarchy  at  the  hands  of  the  Resistance  factions  was  by 
a  swift  Allied  takeover.  He  offered  Nordling  passage 
through  his  lines  to  report  to  the  Allies.  This  was  one  of  the 
most  extraordinary  episodes  of  WWII,  the  unlikeliest  of 
triumphs  for  civilized  reason.  .  .  .  The  supply  problems  of 
the  Allies  were  intensified  by  their  chronic  wastefulness: 
Each  American  division  consumed  720  tons  of  supplies  a 
day,  against  barely  200  for  its  German  counterpart.  .  .  .  For 
all  the  Allied  recriminations  and  heart-searching  about 
their  slow  progress  from  the  sea,  Hitler's  manic  insistence 
upon  reinforcing  failure,  feeding  division  after  division 
into  the  cauldron  rather  than  yield  ground,  vastly  in- 
creased the  magnitude  of  German  defeat  when  it  came. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editor  s  mind.  -MSF 


Bearable  Burden 

Cash  is  heavy  to  carry  around.  In 
small  bills,  $1  million  can  weigh 
more  than  100  pounds. 

— Gary  Conn,  Wall  Street  Journal 

Free  Furnishings 

"But  listen,"  Sam  Green  said.  "I've 
called  everywhere — Hertz  Rent-A- 
Cushion.  Everything's  so  expensive 
[when  you're  trying  to  furnish  an 
apartment]."  I  told  him,  "You're  be- 
ing dumb,  Sam.  If  you're  willing  to 
pay  for  it,  they  know  you're  poor: 
Rich  people  don't  pay  for  things.  Tell 
them  you  want  it  free.  Don't  be  such  a 
loser.  Think  rich.  Call  Parke  Bernet, 
call  the  Metropolitan  Museum!" 

—POPism:  the  Warhol  '60s, 
by  Andy  Warhol 

Handstand  Power 

John  Kluge,  ranked  by  Forbes  as 
one  of  the  400  richest  individuals  in 
the  U.S.,  came  to  Cleveland  one  day 
to  buy  a  radio  station. 

At  the  end  of  the  day  he  invited 
some  people  from  our  agency  to  join 
him  for  a  drink  at  a  local  bar.  As  we 
were  waiting  for  our  order,  Mr.  Kluge 
told  us  about  himself.  "I  stand  on  my 
head  every  day,"  he  said. 

No  one  spoke,  but  I  did  raise  an 
eyebrow. 

"You  don't  believe  me.  Waiter,"  he 
called,  "clear  this  table." 

John  Kluge  put  his  hands  on  the 
table,  made  certain  it  was  steady,  and 
then  he  lifted  his  legs  off  the  floor  and 
stood  on  his  head  on  a  tiny  cocktail 
table  in  Cleveland,  Ohio. 


When  John  Kluge  stood  on  his  head 
that  long-ago  day,  I  should  have  un- 
derstood that,  like  all  mavericks,  he 
was  making  a  power  statement.  And 
had  I  been  older  and  smarter,  I  would 
have  known  instantly  that  I  was  look- 
ing at  Power. 
— Company  Manners,  by  Lois  Wyse 

Poor  Bohemians 

They  love  money,  these  new 
would-be  bohemians,  and  this  is  why 
they  thrive  wherever  art  and  real  es- 
tate intersect  in  that  special  frenzy  of 
speculation  that  defines  New  York's 
SoHo  or  San  Francisco's  SoMa.  They 
sell  their  silk-screened  renditions  of 
Kraft  grape  jelly  jars  to  Blooming- 
dale's  and  use  the  profits  to  bid  up  the 
price  of  loft  space  that  was  probably 
more  humanely  utilized,  in  the  pre- 
art  boom  days,  as  sweatshops. 

Everyone  suffers  in  a  society  that 
lacks  a  genuine,  money-hating  coun- 
terculture, but  it  is  the  youth  who  are 
most  severely  deprived.  They  have  a 
hard  time  imagining  how  to  carry  on 
their  activism  after  college — mostly 
because  the  wages  are  so  low. 

— Barbara  Ehrenreich,  Mother  Jones 

Only  2nd?  Ugh! 

According  to  Forbes  magazine's 
[1985]  tally  of  American  wealth,  Mr. 
[Ross]  Perot  ranks  behind  only  Sam 
Walton,  founder  of  Wal-Mart  Stores, 
among  America's  deepest  pockets, 
though  Mr.  Perot  just  shrugs  off  the 
immense  fortune.  "It's  kind  of  like 
Halley's  Comet,"  he  says.  "It  just 
comes  around  every  so  often  and  hits 


somebody.  It  happened  tohave  hit  me." 

In  1984,  Forbes  had  him  eighth  and 
nobody  said  much.  When  he  rose  to 
second,  the  Governor  of  Texas 
groused  that  he  was  an  embarrass- 
ment to  the  state,  why  can't  he  get  to 
the  top.  He  has  heard  a  blizzard  of 
Avis  jokes.  His  second-oldest  daugh- 
ter, at  least,  is  merrier,  since  when  he 
was  eighth,  she  scolded  him  that 
eighth  was  nowhere,  that  she  couldn't 
show  her  face  in  school  anymore. 

— New  York  Times 

Too  Much  Limelight 

Sam  Walton,  owner  of  Wal-Mart 
Stores  Inc,  in  Bentonville,  Ark.,  was 
predictably  embarrassed  by  the  rush 
of  attention  he  was  receiving  after  the 
Forbes  [1985]  list  was  published  na- 
tionwide. "I  wish  they  could  bury  that 
darn  magazine.  I  don't  need  the  publi- 
city," he  said. 

— Orlando  Sentinel 


First  secure  an  independent 
income,  then  practice  virtue. 

— Greek  saying 
Liz  Smith,  New  York  Daily  News 


Down  with  Stop  Signs 

No  matter  how  hot  the  weather, 
and  in  Dallas  it  can  get  pretty  hot,  Mr. 
H.L.  Hunt  always  wore  a  heavy  dark- 
blue  suit.  The  suit  had  seen  better 
days  and  so  had  his  Oldsmobile.  He 
always  drove  himself,  and  when  he 
drove  he  talked  with  his  hands,  occa- 
sionally letting  go  of  the  wheel  and 
going  through  most  of  the  stop  signs. 
"I've  told  the  City  Council  a  number 
of  times  there  are  at  least  125  signs  in 
this  city  that  just  don't  make  sense 
and  I  do  not  intend  to  abide  by  them," 
he  said.  Then,  revving  up  to  70  miles 
an  hour,  he  added,  "I  suppose  you 
gentlemen  are  kind  of  worried  the 
way  I'm  driving." 

"Oh  no, "  Walter  Dombrow  managed 
to  gasp  from  the  floor  of  the  back  seat. 

"Well,  I  sure  am,"  Hunt  said. 

— Minute  by  Minute, 
by  Don  Hewitt 

Time  Saver 

In  the  1920s,  Mrs.  Eva  Stotesbury, 
the  freest  spender  Palm  Beach,  Flori- 
da, ever  knew,  defended  the  gold-plat- 
ed plumbing  fixtures  in  her  Bar  Har- 
bor, Maine,  home  by  explaining,  "It 
saves  so  much  polishing,  you  know." 

— The  Rainbow  People, 
by  Richard  Collier 


— Chuck  Ayers,  Akron  Beacon  Journal 


EXCELL ENCE    ENDU RES 


'f  Bo  p 


From  your  windows,  terrace  or  balcony  you  have  Manhattan 's  most 
picturesque  views  of  Central  Park  as  well  as  the  magnificent  cityscape. 

Well  worth  their  expense,  these  uncommonly  spacious  residences  afford 
on-site  parking  and  offer  the  uncompromising  quality  of  the 
finest  construction  and  the  most  superb  services  ever  presented 
in  a  New  York  City  condominium. 


Exclusive  Sales  Agent:  The  Sunshine  Group  Ltd. 
For  Information  Call:  212/517-3000 


Sponsor.  Thirty  East  Eigbty-Fiftb  Street  Company,  101  West  55  St.,  New'  York,N.  Y.  10019 
The  complete  terms  are  in  an  offering  plan  available  from  the  sponsor.  File  #  CD  86-069 


Master  of  Possibilities:  David  L.  Wolp 


Producer.  Liberty  Weekend, 
'84  LA.  Olympic  CeremQnies, 
The  Thorn  Birds,  Roots. 


Substance  is  the  difference 
between  an  extravaganza  and 
a  historical  event/' 


The  '84  Olympics  and  Liberty  Week- 
end were  more  than  just  extravaganzas. 
They  were  a  celebration  of  human  values, 
captured  in  a  universal  outpouring  of  pride 
and  spirit.  It  was  the  substance  of  these 
events  that  allowed  us  to  not  only  celebrate 
history  but  to  become  a  part  of  it. 

From  a  more  personal  perspective,  I 
have  found  that  substance  makes  the  dif- 
ference in  almost  everything- even  a  credit 
card.  That's  why  I  carry  a  Gold  MasterCard® 
card.  Not  only  can  I  use  it  in  more  places 
than  any  other  gold  card,  it  provides  me 
with  guaranteed  hotel  reservations,  easy 
cash  access  and  emergency  travel  services. 
And  with  the  amount  of  business  travel  I 
do,  the  substantial  credit  line  has  really 
come  in  handy  more  than  once. 

Whether  I'm  celebrating  my  wedding 
anniversary  with  my  wife,  Gloria,  or  the 
anniversary  of  a  country  with  millions,  my 
Gold  MasterCard  makes  anything  possible. 


ster  The  Possibilities 


Fact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


ENCOURAGING  THE  WEALTH  OF  NATIONS 


nder  the  pressures  of  Gramm-Rudman,  Congress  has 
shed  appropriations  for  our  foreign  policy.  Economic 
I  military  aid,  money  for  State  Department  operations, 
;.  have  all  been  hit  with  a  meat  ax. 
These  incredibly  short-sighted  actions,  however,  may 
ve  at  least  one  benefit.  They  may  hasten  a  fundamental 
riew  of  the  purposes  and  effectiveness  of  our  economic 
measures  and  our  contributions  to  development  insti- 
ions  such  as  the  World  Bank. 
The  blunt  truth  is  that  many  of  these  programs  have 
dered  economic  expansion  in  the  Third  World  by  inad- 
rtently  financing  policies  that  led  to  stagnation  and  a 
ss  of  political  and  economic  freedom.  Under  the  Reagan 
ministration,  there  has  been  far  more  emphasis  on  a 
e-enterprise  approach,  but  much  more  needs  to  be  done. 
The  root  of  the  problem  is  that  the  lessons  of  the 
lccessful  Marshall  Plan,  launched  almost  40  years  ago, 
ere  misunderstood.  Our  $billions  to  Western  Europe 
labled  that  shattered  conti- 
snt  to  make  a  rapid  comeback 
om  the  Second  World  War  and 
elped  propel  it  to  unprecedent- 
1  prosperity.  From  that  happy 
xperience,  we  concluded  that  pouring  money  into  other 
countries  would  have  the  same  salutary  effect.  In  most 
jases,  alas,  it  did  not. 

J  Europe  had  the  culture,  the  knowledge,  the  skills,  the 
labits,  the  traditions  necessary  for  growth.  Needed  were 
jolitical  stability  and  capital.  The  Marshall  Plan,  along 
frith  NATO,  provided  both. 

I  Development  "experts"  noticed  that  Western  nations 
lad  big  steel  mills  and  lots  of  railroads  and  highways,  etc. 
From  that  observation  came  the  prescription  that  by  fi- 
lancing  similar  projects  in  poorer  countries,  economic 
growth  and  development  would  result.  They  also  believed 
hat  bureaucracies  of  educated  elites  in  these  lands  had  to 
oe  encouraged  to  direct  the  process.  Predictably  enough, 
:hese  state-directed  economies  were  a  disaster. 

Economic  aid,  not  to  mention  our  enormous  bank  loans, 
jsually  ended  up  bloating  these  bureaucracies  and  financ- 
ng  uneconomic  projects  that  couldn't  meet  the  test  of  the 


marketplace.  By  continuing  to  pour  in  money,  we  protect- 
ed nations  from  facing  up  to  their  mistakes.  We  threw 
good  money  after  bad. 

Painfully,  economists  are  learning  that  there  is  more  to 
the  phenomenon  of  expansion  than  plopping  dams  and 
highways  around  the  world. 

Keys  to  Success 

The  handful  of  success  stories  among  so-called  lesser 
developed  countries  all  share  several  characteristics.  They 
cede  considerable  autonomy  to  the  economic  sector;  that 
is,  they  permit  more  of  what  we  call  free  enterprise.  They 
show  a  healthy  respect  for  property  rights;  their  tax  sys- 
tems are  not  confiscatory;  their  bureaucracies  do  not  over- 
regulate.  That's  why  entities  with  such  seemingly  bleak 
prospects  as  Hong  Kong,  Taiwan,  South  Korea,  etc.  have 
boomed  in  the  past  20  years. 

Sad  contrasts  abound:  Mexico  has  faltered,  thanks  to  its 
statist  approach.  Jamaica's 
prime  minister,  a  firm  friend  of 
the  U.S.,  may  lose  the  next  elec- 
tion to  a  pro-Cuban,  far-left  so- 
cialist. The  prime  minister's 
troubles  are  to  no  small  extent  the  result  of  his  constant 
meddling  in  the  economy.  Until  recently,  Jamaica  had  a 
tax  code  that  reached  60%  at  $1,500.  Peru's  president 
continues  to  make  fiery  declarations  against  American 
banks.  Thanks  to  inflation,  a  Peruvian  with  $40  of  income 
is  in  the  65%  tax  bracket.  The  Asian  Development  Bank 
recently  enacted  a  provision  that  encourages  protection- 
ism among  clients  such  as  Indonesia  and  India. 

Now  that  our  aid  programs  have  been  shredded  and  we 
can  no  longer  do  business  as  usual,  we  should  make  it  a  top 
priority  of  our  foreign  policy  to  use  what's  left  of  our 
money  and  encourage  states  to  try  out  Reaganomics.  That 
means  slashing  their  onerous  income  tax  rates,  reducing 
trade  restrictions  and  curbing  governments'  propensity  to 
steal  people's  property,  businesses  and  savings  (a  chronic 
problem,  for  instance,  in  Africa). 

Since  circumstances  leave  us  with  no  alternative,  we 
should  make  the  most  of  them. 


MCFhas  a  better  way  to 
look  at  WATS. 


Total  control  for  the 
first  time.  Only  from  MCI. 

MCI  PRISMSM  is  a  WATS-like  product  that's 
so  flexible,  it  anticipates  and  adjusts  to  your  every 
business  need.  And  because  PRISM  is  usage-sensitive— 
not  geographical— it  eliminates  complicated  analysis,  advance 
planning,  and  wasteful  call-overflow— no  matter  how  (or  how  often) 
your  calling  patterns  change.  With  PRISM,  you  also  save  up  to  15% 
over  AT&T  WATS. 

PRISM  also  lets  you  reach  every  country  in  our  extensive  international  network, 
including  major  business  centers  across  six  continents.  MCI  call  detail  and  optional 
accounting  codes  provide  comprehensive  itemized  billing. 

No  need  for  you  to  reconfigure 


:al  control  of  your 
;  through  ours. 


PRISM  I,  II,  and  III:  Growth  opportunities,  whatever 
your  size.  MCI  wants  you  to  make  the  most  of  PRISM's^ 
many  benefits.  So  we've  customized  our  family  of 
PRISM  products  to  meet  your  specific  needs: 

•  PRISM  I  for  businesses  with  $10, 000  + 
long  distance  per  month, 

•  PRISM  II:  $2,000  +  ,  and 

•  PRISM  III:  $500  or  more. 

Whichever  PRISM  product  is  right  for  you, 
you'll  be  able  to  spend  time  growing  your  business, 
instead  of  trying  to  shrink  your  long  distance  bill. 

MCFs  network — hard  at  work  for  you.  MCI's  billion-dollar-a-year  investment 
keeps  our  voice  and  data  network  the  most  modern  and  responsive— with  state-of-the-art 
fiber  optics  and  digital  technology  in  place  now. 

MCI  knows  communications  isn't  just  overhead,  but  | 
a  way  for  you  to  get  ahead.  Our  commitment  is  to  provide 
you  with  the  edge.  And  because  we  compete,  you  win. 


PRISM's  rates  are  based  on  mileage. 
You  pay  only  for  the  ground  you  cover. 


COMMUNICATIONS  FOR  THE  NEXT  100  YEARS! 

•  MCI  and  the  MCI  logo  are  registered  service  marks  of  MCI  Communications  Corporation  (MCIC).     MCI  PRISM,  MCI  PRISM  1 
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For  the  richest  people  in  America,  see  page 
106.  For  the  most  spectacularly  broke  peo- 
ple in  America,  keep  reading  right  here. 


The  minus 
centimillionaires 


By  Laura  Jereski 

In  1970  Lammot  du  Pont  Cope- 
land  Jr.,  with  assets  of  $25.7  mil- 
lion and  liabilities  of  $59.1  mil- 
lion, sought  protection  from  credi- 
tors. The  filing  brought  the  du  Pont 
heir,  then  known  familiarly  as  Mot- 
sey,  the  additional  if  dubious  distinc- 
tion of  becoming  one  of  the  largest 
personal  Chapter  1 1  filers  ever — until 
he  emerged  in  1974.  By  present  stan- 
dards, however,  he  was  a  piker.  Call  it 
the  democratization  of  debt.  A  scant 
16  years  after  Motsey's  embarrass- 
ment, at  least  a  dozen  debtors  have 
run  up  a  negative  net  worth  of  $100 
million  or  more  apiece. 

Those  born  rich  don't  figure  promi- 
nently here.  Even  the  monumentally 
harried  Hunt  brothers,  despite  the 
troubles  of  their  Placid  Oil  Co.  and 
Penrod  Drilling  Co.,  can  still  claim  a 
sizable  positive  net  worth — for  the 
time  being.  No,  the  modern  minus- 
millionaires  are  self-made  men  of  a 
sort.  They  had  little  or  no  money  of 
their  own — but  a  plenitude  of  OPM: 
other  people's  money. 

What  does  it  take  to  become  a  su- 
perbankrupt:  Undauntable  salesman- 
ship in  the  face  of  economic  absurdity 
and  a  gift  for  creative  finance.  Fraud 
helps  a  lot. 

And,  oh  yes,  a  lighthearted  toler- 
ance for  incidental  expenses.  Donald 


Walker's  auto  race,  for  example.  Eight 
months  before  filing  for  bankruptcy 
protection,  Donald  Walker  was  busy 
promoting  the  Dallas  Grand  Prix,  an 
event  that  lost  $4  million.  "Don 
thought  it  would  be  neat  to  have  a 
race  in  his  backyard,"  his  wife,  Carol, 
told  the  New  York  Times. 

So  below  are  the  kings  of  bankrupt- 
cy, those  who  by  some  official  reckon- 
ing have  owed,  however  briefly,  more 
money  they  couldn't  pay  than  anyone 
else  in  the  history  of  the  U.S.  Eat  your 
heart  out,  Motsey. 


Liabilities,  $613  billion 
Assets,  $7,310 

E.  Sterling  Hunsaker,  enterprising 
Utah  businessman,  filed  in  1981  list- 
ing liabilities  equivalent  to  two-thirds 
of  the  then  federal  debt.  However,  if 
anything,  his  "liabilities"  may  have 
been  even  more  unreal  than  the  value 
of  the  "assets"  behind  them.  Hun- 
saker wanted  to  extract  gold  and  oil 
from  the  tar  sand  of  eastern  Utah  at  a 
cost  per  barrel  north  of  $60.  Unable  to 
find  local  investors,  Hunsaker  looked 
overseas.  He  transferred  his  mining 
leases  to  a  Panamanian  trust  and,  un- 
fortunately, committed  his  personal 
assets  to  it,  thereby  making  himself 
liable  for  the  trust's  obligations.  Trust 
certificates  backed  by  the  tar  sand  de- 
posits and  similar  paper  churned  out 


by  a  questionable  outfit  known  as  the 
Cambridge  International  Fidueiary 
Trust  ran  Hunsaker's  theoretical 
debts  to  an  unbelievable  $613  billion. 
When  Hunsaker  discovered  trust  offi- 
cers were  taking  money  for  the  certifi- 
cates but  somehow  failing  to  turn 
funds  over  to  him,  he  filed  for  the  full 
amount  of  his  potential  liabilities, 
even  though  very  little  of  the  paper 
had  ever  actually  been  sold. 

Hunsaker,  however,  practices 
"Waste  not,  want  not."  Last  April  he 
resurfaced  in  Utah  as  the  signatory  on 
documents  titled  "irrevocable  letter 
of  credit."  These  instruments,  rang- 
ing in  face  value  from  $11.5  million  to 
$30  million,  were  issued  by  a  bogus 
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bank  whose  capital  consisted  of — you 
guessed  it — oil  and  gold  certificates 
collateralized  by  an  assay  valuation  of 
eastern  Utah  tar  sands.  The  Utah  Fi- 
nancial Institutions  Commission 
closed  him  down  in  May.  Hunsaker, 
who  cannot  be  found  for  questioning, 
is  rumored  to  be  peddling  his  wares  in 
Europe  and  South  America. 


Liabilities,  $423,1  million 
Assets,  $23.8  million 

Robert  Sutton,  crude-oil  trader,  was 
an  enterprising  former  postage  meter 
salesman  who  saw  an  opportunity  to 
score  big  when  the  Department  of  En- 
ergy decreed  a  short-lived  and  eco- 
nomically absurd  distinction  between 
the  price  of  "old"  (found  pre- 1973)  oil 
and  "new"  oil.  He  became  a  multimil- 
lionaire overnight  by  transforming 
"old"  oil  into  "new"  (Forbes,  Sept.  24, 
19S4)—%\  billion  worth,  the  DOE  al- 


Robert  Sutton 


leged.  Sutton  filed  for  Chapter  1 1  in 
April  1984,  listing  liabilities  of  $1.4 
billion  against  assets  of  $7.1  million. 
Convicted  of  obstruction  of  justice 
and  bribery,  he  currently  resides  in  a 
Texas  penitentiary.  A  federal  judge 
held  him  personally  liable  for  $210.7 
million,  plus  interest,  in  August  1984. 
Compounding  interest  from  the  time 
of  the  felony  has  brought  the  total  to 
$423.1  million. 


Liabilities,  $396.7  million 
Assets,  $70.8  million 

Clint  Murchison,  an  oil  and  real  estate 
magnate,  filed  for  bankruptcy  protec- 
tion in  February  1985.  He  inherited  a 
fortune  from  his  oil  tycoon  father  and, 
with  brother  John,  built  an  empire  that 
included  the  Dallas  Cowboys  football 
franchise,  which  they  founded  in 
1959.  The  partnership  was  liquidated 
after  the  death  of  John  in  1979.  High 
interest  rates  and  the  illiquidity  of 
many  assets,  coupled  with  question- 
able business  judgments,  subsequent- 
ly put  the  squeeze  on  Murchison. 
Creditors  became  anxious  when  they 
learned  Murchison  had  a  degenerative 
nervous  disorder  and  that  some  recent 
enterprises,  notably  a  Washington, 
D.C.  real  estate  development,  had 
failed.  After  reorganization  (the  plan 
was  approved  last  June)  Murchison  is 
expected  to  realize  $3  million  to  live 
on,  including  a  house  valued  at  $2.4 
million,  plus  an  exposition  company 
based  in  Chicago.  Lawyers'  fees  for  his 
bankruptcy  prodeedings  alone — ex- 
cluding his  multitude  of  corporations 
through  which  he  did  business — ran  to 
$  1 .2  million  in  little  over  a  year. 


Liabilities,  $252.2  million 
Assets,  $7.4  million 

Donald  Walker,  Dallas  real  estat 
syndicator,  filed  last  year,  listing 
mere  $4.2  million  of  liabilities.  Bu 
that  overlooked  $168  million  in  in 
vestor  claims  and  up  to  $80  million  ii 
IRS  claims  for  nonpayment  of  taxes 
Walker  achieved  disaster  as  genera 
partner  to  more  than  90  leveragec 
limited  partnerships,  whose  funds  h« 


Donald  and  Carol  Walker 


commingled  in  two  bank  accounts. 
Playing  impresario  for  the  Dallas 
Grand  Prix  helped,  too.  So  did  other 
personal  expenses:  His  listed  assets 
included  the  $5.5  million  house  he 
got  to  keep,  courtesy  of  the  Texas 
Homestead  Act  (seep.  350).  Debts  dis- 
charged, Walker  has  set  up  shop  as  a 
real  estate  consultant  in  Dallas. 


Liabilities,  $263  million 
Assets,  $40  million 

J.  David  Dominelh,  former  genius  for- 
eign currency  trader,  drew  20  years  in 
federal  prison  for  fraud  in  1 985  and  was 
ordered  to  pay  $80  million  he  con- 

AP/WiuV  World  Chiiu^ 


/  David  Dominelli 


essed  stealing  in  his  five-year  scam: 
Te  founded  San  Diego-based  J.  David 
Co.,  purported  investment  firm,  in 
1979,  and  rapidly  became,  with  his 
over,  Nancy  Hoover,  the  epicenter  of 
he  younger,  socially  conscious  politi- 
al  set  in  the  city.  Promising  investors 
a  high  return,  he  took  in  as  much  as 
$200  million.  In  the  great  Ponzi  tradi- 
tion, he  gave  good  returns  to  early 
investors  before  displaying  an  affinity 
for  heavy  personal  spending:  several 
estates,  sports  cars  by  the  dozen,  three 
planes.  When  his  scheme  fell  apart,  he 
first  fled  to  the  Caribbean  island  of 
Montserrat,  then  returned  to  San  Die- 
go, claiming  to  have  $125  million  to 
make  investors  whole.  Eventually  he 
cooperated  with  authorities  enough  to 
help  convict  former  San  Diego  Mayor 
Roger  Hedgecock  for  accepting  funds 
illegally  funneled  through  J.  David. 


Liabilities,  over  $205  million 
Assets,  $2.8  million 

fake  Butcher,  former  financier,  con- 
victed felon,  was  declared  bankrupt 
by  a  federal  court  in  September  1983. 
Unchallenged  claims  against  But- 
cher's estate  have  pushed  liabilities  to 
over  $205  million.  Butcher  expanded 
the  Tennessee  banking  empire  found- 
ed by  his  father  by  buying  five  banks 
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Jake  Butcher- 


on  credit  in  1974;  his  United  Ameri- 
can Bank  became  the  biggest  banking 
force  in  eastern  Tennessee.  He  ran  for 
governor  in  1978  and  was  chairman  of 
the  Knoxville  World's  Fair  in  1982. 
The  following  February  brought  a 
sudden  end  to  glory:  The  FDIC  began 
closing  his  12  insolvent  banks;  half 
the  loans  in  the  portfolio  were  under- 
collateralized  or  nonperforming,  and 
half  of  those  had  been  made  to  Butch- 
er associates.  He  drew  a  sentence  of 
20  years  in  June  1985. 


Liabilities,  $210  million 
Assets,  $34.3  million 

C.H.  Butcher  fr.,  younger  brother  of 
Jake  Butcher,  managed  to  run  up  more 
debts  (but  also  more  assets)  than  even 
his  redoubtable  sibling  when  he  was 
head  of  Southern  Industrial  Banking 
Corp.,  which  he  split  off  from  Jake's 
United  American  Bank  in  1980.  SIBC 
filed  for  Chapter  11a  month  after  the 
collapse  of  United  American  in  1983. 
Recently  acquitted  of  25  fraud  counts, 
Butcher  is  still  in  Knox  County  jail 
without  bail,  awaiting  trial  for  bank- 
ruptcy fraud. 


Liabilities,  $  174.5  million 
Assets,  0 

William  R.  Doyle's  is  the  largest  tax 
fine  ever  levied  against  an  individual. 
Doyle,  said  to  have  stashed  millions 
before  serving  seven  years  for  selling 
stolen  pipe,  reported  huge  income  he 
didn't  have  on  his  tax  returns,  which 
he  then  showed  around,  all  simply  to 
impress  people.  So  the  IRS  slapped 
him  with  a  bill  for  ten  years'  back 
taxes:  $104.2  million,  plus  $70.3  mil- 
lion in  interest  and  fraud  penalties. 
Doyle  capped  his  resulting  bankrupt- 
cy filing  with  a  plaintive  letter  swear- 
ing up  and  down  he  had  never  had  any 
assets.  After  eight  months  of  futile 
persistence,  the  IRS  reluctantly 
dropped  its  suit.  Meanwhile,  Doyle, 
placed  in  a  work  release  program,  was 
busy  fleecing  the  sheep  of  the  First 
Assembly  of  God  church  in  Joshua, 
Tex.  He  was  last  seen  three  years  ago, 
by  Pastor  Wilbur  Stanley,  driving  into 
the  sunset  in  a  brand-new  pickup 
truck  equipped  with  a  mobile  phone. 


Liabilities,  $  153.8  million 
Assets,  $805,000 

J.D.  Allen  was  one  of  the  largest  indi- 
vidual borrowers  from  Penn  Square 
Bank,  which  went  notoriously  bust  in 
1982.  Allen  was  a  partner  with  former 
Penn  Square  board  member  Carl 
Swan  in  Longhorn  Oil  &  Gas  and  gen- 
eral partner  to  a  series  of  oil  limited 
partnerships.  Allen  mass-marketed 
letters  of  credit,  a  device  to  let  inves- 
tors make  minimal  cash  downpay- 
ments.  The  LOCs  then  became  collat- 
eral for  production  loans  from  Penn 
Square,  which  had  also  made  some  of 
the  LOC  loans  and  which  then  in  ef- 
fect held  the  first  loans  as  collateral 
for  the  second  loans.  "The  entrepre- 
neurial spirit,  that's  J.D.,"  they  now 
say  in  Oklahoma  City. 

Allen's  associate,  Carl  Swan,  has 
avoided  bankruptcy  by  settling  his 
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J.D.  Allen 


$173  million  debt  with  creditors  and 
deeding  them  his  assets;  neither  he 
nor  they  will  say  what  the  assets 
might  be  worth. 


Potential  liabilities,  $220  million 
Claimed  assets,  $80  million 

John  King,  who  filed  in  1971,  lays 
claim  to  the  longest-running  bank- 
ruptcy proceeding  ever — debts  have 
yet  to  be  discharged.  As  head  of  King 
Resources,  a  natural  resources  compa- 
ny, he  was  Nixon's  personal  represen- 
tative at  the  opening  ceremonies  of 
Expo  70,  the  world's  fair  in  Japan  in 
1970.  But  he  had  sold  natural  resource 
properties  at  inflated  prices  to  Bernie 
Cornfeld's  notorious  Investors  Over- 
seas Services,  and  King  had  himself 
invested  heavily  in  IOS.  He  talked 
briefly  of  taking  over  the  faltering  or- 
ganization in  spring  1970  before  his 
own  empire,  shaken  by  the  IOS  disas- 
ter, collapsed.  King  claims  his  original 
liabilities  were  $40  million,  but  that 
got  bumped  potentially  to  $220  mil- 
lion by  a  1979  default  judgment  for  his 
part  in  the  collapse  of  IOS.  King,  cur- 
rently residing  in  Midland,  Tex.,  plans 
to  do  a  private  placement  among  the 
3. 1  million  people  he  says  have  invest- 
ed with  him  in  the  past.  He  claims 
administrative  costs  and  lawyers'  fees 
have  taken  $98  million  out  of  the  King 
Resources  corporation,  part  of  his  deb- 
tor's estate,  over  15  years. 


Liabilities,  $  130  million 
Assets,  $4  million 

George  and  Mary  Ann  Benny  are  a 
father-and-daughtcr  team.  He  is  cur- 
rently serving  30  years  for  fraud;  she  is 
in  the  Sacramento  area,  trying  to  reor- 
ganize her  estate  after  the  collapse  of 
their  family-run  real  estate  empire. 


TtoROUGHBRED 


ii  Dynamic. 
Responsive.  Alert. 
These  are  the  qual- 
ities of  a  corporation 
that  generates  real  excitement. 

Norfolk  Southern  is  dedicated  to  industry 
leadership.  Its  skillful  consolidation  of  two 
of  America's  most  successful  railroads 
created  The  Thoroughbred-a  far-reaching, 
efficient  system  which  always  has  spoken  to 
shippers  with  one  voice. 

Since  1982,  it  has  invested  over  $2  billion 
in  capital  improvements-hundreds  of  high- 
technology  locomotives,  thousands  of  miles 
of  smooth  new  rail,  and  innovation  after 
innovation.  A  computerized  network,  for 
example,  means  shippers  can  locate  rates 


and  shipments 
in  seconds. 
■     In  1985,  Norfolk 
Southern's  industrial 
development  special- 
ists generated  record  new  rail  revenues  by 
helping  communities  bring  over  70  new 
industries-and  30  expanded  plants-to  sites 
along  its  lines.  Intermodal  business  in- 
creased by  8. 5  percent. 

The  Thoroughbred's  fine  lineage  contin- 
ued with  the  acquisition  of  North  American 
Van  Lines,  one  of  the  world's  largest 
trucking  companies. 

To  find  out  just  how  energetic  this 
corporation  is,  write  to:  Norfolk  Southern 
Annual  Report,  One  Commercial  Place, 
Norfolk,  VA  23510-2191. 


NORFOLK 
SOUTHERN 


George  Benny 


George  Benny  was  an  engineer  until 
1977,  when  he  delved  into  real  estate 
with  the  purchase  of  the  396-unit  Dia- 
mond Heights  condo.  He  used  straw 
buyers  to  run  up  the  value  of  the  prop- 
erty and  boost  his  credit  line  to  buy 
more  property.  George  Benny  made 
such  a  habit  of  sealing  real  estate 
deals  by  giving  the  seller  a  Mercedes 
that  he  kept  a  line  of  credit  with  a 
bank  for  this  purpose  alone.  Eventual- 
ly, a  collateral  check-kiting  scheme 
caught  up  with  him  in  1983.  About  20 
Mercedes  were  repossessed. 


Liabilities,  $  165  million 
(at  recent  exchange  rate) 
Assets,  $48  million 

William  G.  Stern,  Hungarian-born 
naturalized  U.S.  citizen,  graduated 
from  Harvard  Law  School  and  in  1960 
married  the  daughter  of  one  of  the 
largest  residential  landlords  in  En- 
gland. He  left  his  father-in-law's  en- 
terprise in  1971,  withdrawing  his  £30 
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million  share  and  using  it  to  leverage 
his  own  £140  million  real  estate  em- 
pire. Creditors  got  Stern's  personal 
guarantee,  but  unfortunately  for 
them,  his  assets  outside  the  business 
were  a  mere  £200,000. 

When  the  oil  crisis  hit  amid  a  bitter 
miners'  strike  and  a  change  in  govern- 
ment, the  British  economy  faltered 
and  the  empire  he  had  tried  to  build  in 
London  real  estate  crashed  spectacu- 
larly, and  Stern  filed  personal  bank- 
ruptcy in  1978  (debts,  £110  million; 
assets,  about  £30.2  million),  winning 
him  a  temporary  spot  in  the  Guinness 
Book  of  World  Records  as  largest  bank- 
rupt. Stern  was  finally  discharged 
from  his  obligations  late  last  year. 
Now  Stern's  mansion  in  Golders 
Green,  with  paintings  and  furniture, 
is  in  a  family  trust.  Meanwhile  his 
creditors  have  gotten  back  about  a 
third  of  their  money. 


Liabilities,  $196.9  million 
Assets,  $82.2  million 

Morris  Shenker,  the  St.  Louis  lawyer, 
is  perhaps  best  known  for  represent- 
ing Jimmy  Hoffa  and  as  the  part-own- 
er of  the  now-in-Chapter  1 1  Dunes 
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Hotels  &.  Casinos  in  Las  Vegas. 
Shenker  himself  filed  for  reorganiza- 
tion in  January  1984,  burdened  by  a 
Department  of  Labor  claim  for  $64 
million  for  pension  fraud  and  a  long- 
standing Internal  Revenue  Service 
claim,  now  placed  at  $54  million 
Shenker's  alleged  ties  to  organized 
crime  extend  all  the  way  back  to  the 
mid-1950s,  when  he  represented  more 
clients  than  any  other  attorney  at  the 
celebrated  hearings  conducted  by  Sen- 
ator Estes  Kefauver.  "I  never  ask  a 
client  whether  he  is  guilty,  only  how 
much  the  authorities  know,"  Morris 
reportedly  said  at  the  time.  His  al- 
leged involvement  in  state  and  na- 
tional politics  gave  rise  to  a  term, 
"Shenkerism,"  meaning  gangster  in- 


fluence in  politics.  Shenker's  lawyers 
resolved  tbe  DOL  claim  by  settling 
property  valued  between  $18  million] 
and  $30  million  on  the  DOL.  Onei 
down,  one  (IRS)  to  go. 


Liabilities,  $  109  million 
Assets,  $8  million 

Billy  (deceased)  and  Marilyn  Hargis, 
husband  and  wife,  filed  in  March 
1983.  Billy  had  been  chairman  of 
Aweco,  Inc.,  an  oil  company  itself  in 
Chapter  11,  that  traded  with  Robert 
Sutton's  companies.  The  Department 
of  Energy  alleged  oil  pricing  viola- 
tions in  the  amount  of  $54.5  million 
and  has  a  claim  against  the  Hargis' 
personal  estate  for  $108.4  million, 
claiming  that  Aweco  was  nothing 
more  than  Billy's  alter  ego  (for  exam- 
ple, the  company  holds  a  $2.2  million 
mortgage  on  a  property,  apparently 
bought  for  a  friend  in  Kansas,  ap- 
praised at  $1  million).  Marilyn  Hargis 
currently  resides  in  Dallas;  the  debts 
have  not  been  discharged. 


And  a  runnerup  who  might  just 
make  negative  nine  digits.  Liabilities 
so  far,  $100  million-plus;  assets,  $39.2 
million.  Charles  Agee  Atkins,  son  of 
an  Ashland  Oil  chief  executive,  was 
general  partner  to  a  group  of  leveraged 
government-securities  limited  part- 
nerships structured  to  take  advantage 
of  a  quirk  in  the  tax  laws.  As  part  of  a 
prenuptial  agreement,  he  promised 
his  wife  50%  of  his  income  and  half  of 
their  home  and  its  contents  as  soon  as 
the  law  might  permit  a  nontaxable 
transfer.  In  the  40  months  between 
the  agreement  and  Charlie's  filing, 
Mrs.  Atkins  received  at  least  $4.5  mil- 
lion. Then  the  tax  laws  changed,  and 
he  filed  under  Chapter  11  in  June 
1984.  Until  April  1986  he  was  a  debt- 
or-in-possession. Creditors,  claiming 
that  his  multimillion-dollar  apart- 
ment at  One  Sutton  Place  in  Manhat- 
tan was  purchased  with  partnership 
funds,  pushed  him  into  liquidation. 
Though  Atkins  originally  listed  liabil- 
ities of  $28.1  million,  creditor  claims 
already  exceed  $100  million. 

Atkins'  collapse  has  so  far  cost  the 
Lauder  family  $3,110,495,  Norman 
Lear  $321,559,  Michael  Landon 
$243,865,  Andy  Warhol  $299,627.  It 
even  hit  such  usually  savvy  investors 
as  Laurence  Tisch  ($842,307)  and  Mi- 
chel David- Weill  ($1,678,171).  Pend- 
ing litigation  may  drag  investors  in 
even  further.  Atkins  now  lives  in 
Amelia  Island,  Fla.  in  a  modest 
$450,000  house.  Mrs.  Atkins  was  also 
discomfited:  The  Sutton  Place  home 
was  put  on  the  block.  ■ 
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It's  a  smart  move  to  carry  the 
Discover'''  Card.  Because  it's  the  credit 
card  that  gives  you  all  these  ways  to  get 
cash  nationwide.  At  thousands  of  auto- 
mated teller  machines,  with  Discover 
Card  Checks,  and  at  larger  Sears  stores 
■coast  to  coast.  Plus  the  Discover  Card 
costs  you  nothing  to 'get. 
,   So  why  settle  for  just 
any  credit  card.  Make  the 
smart  move.  Reach  for 
the  Discover  Card. 
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For  several  centuries  the  Bid- 
dies of  Philadelphia  made 
money  in  a  particularly  old- 
fashioned  way — they  married 
it.  The  tradition  is  passing. 


Something 
old 
(family) 

Something 
new 
(money) 


By  Dan  Rottenberg 


The  du  Ponts  have  their  chemical  compa- 
ny, the  Mellons  their  bank.  The  Fords  have 
their  auto  business,  the  Klebergs  their 
ranch.  Now  meet  the  Biddies,  considered 
the  most  prominent  family  in  Philadel- 
phia. In  305  years  in  America,  no  great  enterprise  has 
been  identified  with  the  family  name.  Nevertheless, 
many  individual  Biddies  are  genuinely  rich.  Why? 
Charles  Biddle,  a  retired  vice  president  of  Interna- 
tional Flavors  &  Fragrances,  explains  it  simply: 
"Most  of  us  have  married  rich  women."  Except 
Biddle  women,  of  course,  who  married  rich  men. 

"It's  the  classic  tradeoff  of  money  for  an  old  name, 
and  vice  versa,"  Anne  Biddle,  61,  of  Devon,  on  Phila- 
delphia's Main  Line,  elaborates.  "If  you've  been  here 
for  a  couple  of  centuries  and  have  done  reasonably 
well,  the  chances  are  there'll  be  a  number  of  mar- 
riages with  rich  families." 

She  is  too  modest.  Plenty  of  Biddies  have  "done 
reasonably  well"— as  scholars,  statesmen,  artists 
and  soldiers  if  not  fortunemakers— but  certain  lines 
of  Biddies  stand  apart  from  other  accomplished 
American  families  in  their  generation-after-genera- 
tion ability  to  find  wealthy  spouses. 

The  Biddle  tradition  traces  back  to  the  first  Ameri- 
can Biddle,  William,  born  in  Worcestershire,  En- 
gland about  1630.  William,  variously  described  as  a 
shoemaker  and  a  cordwainer  (worker  of  cordovan 
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The  Biddle  family  gathered  in  1931  to  celebrate 
Securing  the  patrimony  via  matrimony. 


?50  years  in 


0 


The  wedding  of  Nicholas  Biddle  and  Sarah  Lippincott  in  1915 
One  bride,  two  fortunes. 


leather),  married  Sarah  Kempe,  a  widow,  in  1665.  In  those 
days  wealth  was  measured  by  the  number  of  chimneys  on 
a  person's  house.  Sarah  Kempe's  house  had  seven. 

William  Biddle,  a  Quaker,  moved  to  America  and  used 
his  wife's  money  to  buy  a  share  in  42,971  acres  of  land 
around  what  is  now  Burlington,  N.J.,  about  25  miles  upriv- 
er  from  Philadelphia.  That  land,  which  William  settled  in 
1681,  was  the  closest  the  Biddies  ever  came  to  a  family- 
controlled  business  empire.  It  was  gradually  sold  off  by  his 
descendants. 

Two  of  William's  grandsons  secured  the  family  tradi- 
tion. In  1736  John  Biddle  married  Sarah  Owen,  the  daugh- 
ter of  Owen  Owen,  high  sheriff  of  Philadelphia,  a  wealthy 
farmer  and  owner  of  the  Indian  King  Inn,  best  in  the  city. 
Another  grandson,  also  a  William,  failed  as  a  merchant  in 
Philadelphia  in  1730  but  recouped  by  marrying  Mary 
Scull,  daughter  of  a  prosperous  surveyor  general  of  Penn- 
sylvania, and  had  nine  children.  This  prolific  "romantic" 
branch,  besides  marrying  extremely  well,  produced  fire- 
brand politicians,  Revolutionary  War  soldiers  and  sailors, 
artists,  writers — and  Nicholas  "the  Great,"  so  called  to 
distinguish  him  from  numerous  other  Nicholas  Biddies  in 
the  family  tree.  He  is  the  only  Biddle  who  made  really  big 
money  himself,  in  banking.  But  he  lost  nearly  all  of  it. 

Nicholas,  a  man  of  wide-ranging  talents,  became  presi- 
dent of  the  Second  Bank  of  the  United  States  in  1822, 
when  he  was  only  36.  His  bank,  in  effect,  functioned  as  a 
federal  reserve  system,  and  for  a  time  Nicholas  prospered 
accordingly. 


But  the  Second  Bank  of  the  United  States  failed  in  1836 
after  President  Jackson — who  viewed  it  as  a  tool  of  eastern 
moneyed  interests — removed  the  government's  deposits 
and  Congress  refused  to  renew  the  bank's  charter.  Fortu- 
nately, Nicholas  Biddle's  marriage  in  1811  to  heiress  Jane 
Margaret  Craig  made  Nicholas  master  of  Andalusia,  a 
Craig  estate  of  some  250  acres  outside  Philadelphia.  Here, 
in  Jeffersonian  tradition,  Nicholas  personally  ran  the  sta- 
bles, experimental  farm  and  gardens  and  transformed  the 
main  house  into  a  Greek  Revival  showplace  whose  Doric 
pillars  were  to  inspire  most  of  the  Greek  architecture  in 
American  banks.  Nicholas  Biddle  died  in  1844,  and  Jane's 
Andalusia  went  to  their  six  children. 

Though  he  left  little  money  to  maintain  it,  his  descen- 
dants met  the  challenge  in  customary  Biddle  fashion. 
Grandson  Edward  Biddle,  for  instance,  married  in  1872  the 
daughter  of  J. P.  Morgan's  mentor,  Anthony  J.  Drexel — a 
wedding  that  called  for  the  attendance  of  President  Ulys- 
ses S.  Grant.  Edward's  son,  General  Nicholas  Biddle,  in 
1915  married  Sarah  Lippincott,  granddaughter  of  the 
founder  of  publisher  J.B.  Lippincott  Co.  Her  other  grandfa- 
ther was  Joseph  Wharton,  a  founder  of  Bethlehem  Steel. 

But  these  marriages  seem  modest  compared  to  the  tan- 
dem conquest  of  Benjamin  Duke's  fortune  by  two  of  Ed- 
ward Biddle's  grandchildren.  Duke,  the  cofounder  (with 
his  brother  James)  of  American  Tobacco  Co.,  had  just  two 
children,  Angier  Buchanan  Duke  and  Mary  Duke.  In  1915 
Edward  Biddle's  17-year-old  granddaughter  Cordelia  quit 
boarding  school,  had  her  debut,  and  immediately  an- 
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Now  when  you  take  ad- 
vantage of  the  Air  France 
Executive  Traveler's  Pro- 
gram, you  get  a  luxury  suite 
for  the  price  of  a  regular 
room. 

If  you're  doing  business 
in  Paris  anytime  between 
now  and  March  31st,  here's 
one  very  compelling  reason 
to  fly  on  Air  France. 

Our  Executive  Traveler's 
Program. 

It  gives  you  2  nights  in  a 
luxury  one-bedroom  suite  at 
the  exclusive  4-star  deluxe 
Hotel  Westminster  for  the 
price  of  a  regular  room. 

In  addition  you  also  get: 

•  Private  chauffeured 
limousine  from  airport 
to  hotel. 

•  Welcome  cocktail  in 
"Les  Chenets"  Lounge. 

•  A  dinner  at  the  Hotel 
Westminster's  superb 

"Le  Celadon"  restaurant*. 

•  Daily  continental  breakfast 
and  International  Herald 
Tribune. 

•  Special  extension  rates 
available. 

To  top  it  off,  there's  no  extra 
room  charge  for  a  second 
person  sharing  the  suite. 

Package  price  is  $499 
(excluding  air  fare).  For  free 
brochure  call  your  Travel 
Specialist  or  Air  France  na- 
tionwide 1-800-AF-PARIS. 
In  New  York  212-247-0100. 
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CONTINENTAL'S  TRAVELBANK. 
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TO  INSURE  THE  VOICE,  GO  TO  LONDON 
TO  PROTECT  THE  TEETH,  COME  TO  DELTA 


You  know  where  a  famous  opera  singer 
would  go  to  insure  her  voice.  But  you  maj 
not  know  where  15  million  Americans 
in  over  18  thousand  companies  go 
to  protect  their  teeth.They  come  to 
Delta  Dental.  Delta  is  Americas  first, 
leading  and  largest  dental  carrier. 

Whether  you're  the  president  of  your 
company  or  just  starting  out,  you  should 
know  90%  of  major,  painful  and  expensiv 
dental  problems  can  be  prevented  by 
regular  professional  care.  And  after  that 
when  trouble  comes,  big  or  small,  Delta 
is  the  best  friend  your  teeth  can  have. 

You  should  also  know  Delta  offers  you 
and  your  company  the  most  sophisticatec 
cost-containment  system  in  the  business. 

To  find  out  why  a  Delta  Dental  Plan  is 
remembered  long  after  a  small  raise  is 
forgotten,  call  1-800-441-3434.  Well  send 
you  10  solid  reasons.  Until  then, 
Bravissimo. 


The  Delta  Dental  Plan 

Americas  First,  Leading  and  Largest 
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Cordelia  Biddle  weds  Angier  Duke  in  1915 

More  promise  at  the  altar  than  in  the  classroom. 


nounced  her  engagement  to  Angier.  Then  Cordelia's  19- 
year-old  brother,  Tony  Biddle,  came  home  from  St.  Paul's 
School  in  New  Hampshire  for  vacation,  met  Mary  and 
proposed  to  her. 

Cordelia's  wedding  in  1 9 1 5  was  attended  by  1 ,000  guests 
(2,200  at  the  reception).  For  Tony  Biddle's  wedding  six 
weeks  later,  600  guests  brought  gifts  reportedly  worth 
$500,000  (in  1915  dollars).  Neither  marriage  lasted,  but 
Tony  quickly  recouped  by  marrying  Maggie  Schulze,  who 
had  $40  million  from  her  fa- 
ther, Montana  copper  and  di- 
amond tycoon  William 
Boyce  Thompson. 

At  one  time  or  another,  Bid- 
dies have  also  married 
Woods  (steel)  and  Penroses 
(Philadelphia  shipping).  An- 
thony Duke,  son  of  Cordelia 
Biddle  and  Angier  Duke,  mar- 
ried into  the  Ordway  family, 
major  stockholders  of  Minne- 
sota Mining  &  Manufactur- 
ing. A  different  Cordelia  Bid- 
dle became  a  New  York  ac- 
tress and  married  Henry 
Richard  Dietrich  Jr.,  whose 
father  owned  Luden  Co.,  the 
cough  drop  maker. 

In  1959  noted  art  curator 
James  Biddle,  a  great-great- 
grandson  of  Nicholas  "the 
Great,"  married  Louisa  du 
Pont  Copeland,  daughter  of 
Du  Pont  Chairman  Lammot 
Copeland.  She  poured  du 
Pont  money  into  Andalusia; 
but  after  their  marriage 
broke  up,  in  the  late  1970s, 
James  had  to  turn  Andalusia 


Tony  Biddle  with  his  first  wife,  Man1  Duke 
On  the  rebound,  another  heiress. 


over  to  a  Biddle  family  foundation. 

Is  there  a  conscious  family  tradition  of  gold  digging! 
"That's  not  it  at  all,"  insists  Peyton  Biddle,  an  informal 
family  historian.  "What  to  me  has  always  been  strikinj 
about  the  Biddies  is  that  they've  been  prominent  in  theii 
own  time,  and  usually  on  their  own  hook,  because  no  om 
ever  made  enough  to  support  the  next  three  generations. 
(Sydney  Biddle  Barrows,  popularly  known  as  the  Mayflow 
er  Madam,  is  also  descended  from  Nicholas,  but  that  is 

different  story.) 

The  profitable  marriages 
then,  seem  a  product  of  birth 
breeding  and  background- 
the  "three  Bs"  so  valued  bj 
pre-World  War  II,  upper-clas. 
America — and  by  a  measun 
of  personal  ability  and  attrac 
tiveness,  qualities  notorious 
ly  not  guaranteed  by  the  "Bs. 

But  in  postwar  America 
much  of  what  constitute; 
the  upper  classes  has  a  differ 
ent  outlook,  and  the  Biddies 
300-year  string  threatens  t< 
run  out  because  of  it.  "I  jusi 
don't  think  people  care  abou 
old  family  names  anymore,' 
says  Anne  Biddle.  "Toda1 
money  is  enough." 

Like  many  of  her  contern 
poraries,  Anne  Biddle  seem 
unperturbed.  "At  least  it' 
possible  for  anyone  to  mak 
money,"  she  muses.  "It  ma- 
be  a  materialistic  society 
but  that  certainly  seem 
healthier  than  the  heavy  emi 
phasis  on  old  family"  thai 
prevailed  before.  ■ 


The  trouble  with  being  good  enough  to 
make  a  fortune  is  you  have  to  live  on  it. 

Getting  by  on 
$1  million 
a  year 


By  Barbara  Kallen 


You  have  to  be  awfully  good 
at  what  you  do  to  earn  a 
million  dollars  or  more  a 
year — especially  if  you  start 
out  broke.  A  mere  16,662 
Americans  filed  tax  returns  reporting 
incomes  over  $1  million  last  year — 
fewer  than  0.5%  of  all  filers.  And  a 
good  chunk  of  those  millionaires  in- 
herited their  wealth. 

Would  making  seven  figures  a  year 
drastically  change  your  life?  Would 
you  become  a  victim  of  the  tyranny  of 
possessions? 

Forbes  tracked  down  three  self- 
made,  million-plus  earners  and  asked 
them  what  their  huge  incomes  have 
done  to  change  their  lives. 

"Making  just  a  million  dollars  or  so 
a  year  is  a  vulnerable  point,"  says 
Dan,  an  East  Coast  stockbroker  who 
earns  a  few  million  each  year.  "You 
are  wealthy  enough  to  have  an  expen- 
sive lifestyle  but  not  so  wealthy  that 
your  money  is  inexhaustible." 

Susan  is  a  millionaire  of  two  years' 
standing.  She  earns  her  seven-figure 
income  selling  real  estate  in  the 
Northeast.  Her  problems  as  a  single 
parent  have  not  changed  all  that 


much  because  of  her  big  income. 

"It's  true  I  make  more  money  than  I 
used  to,  much  more,"  Susan  says. 
"But  the  nature  of  my  business — and 
without  my  business  I  wouldn't  make 
the  money — is  that  expenses  are  high- 
er. In  real  estate  you  need  a  certain 
image,  from  what  you  wear  to  what 
you  drive."  Susan's  family,  with  only 
one  licensed  driver,  owns  two  $30,000 
cars.  "You  think  we  have  those  for 
transportation?"  she  asks. 

Chris,  a  southwestern  businessman 
in  his  50s,  would  seem  at  first  blush 
to  be  well  in  the  running  for  world's 
happiest  millionaire.  He  is  single, 
flies  his  own  jet  and  never  dates  any- 
one over  26.  He  earns  between  half  a 
million  and  a  million  in  regular  in- 
come each  year,  but  investment  gains 
and  other  deals  make  him  good  for 
double  or  triple  that.  "I'm  worth 
about  $20  million  today,"  he  says, 
"and  I  feel  great." 

Chris  may  feel  great  about  his  fi- 
nancial picture,  but  his  personal  assis- 
tant, Marjone,  has  plenty  to  worry 
about.  Marjorie  is  the  one  who  pays 
Chris'  bills.  "Chris  has  no  idea  what 
he  spends.  He  hired  me  to  put  his  life 
together." 

Promised  anonymity,  Dan,  Susan 
and  Chris  (not  their  real  names)  let 
Forbes  probe  a  little  deeper. 

Dan,  the  East  Coast  stockbroker, 
has  been  earning  over  $1  million  an- 
nually for  ten  years.  In  a  good  year 
Dan,  married,  with  two  children, 
earns  $5  million,  in  a  bad  year  maybe 
$3  million.  "I  always  feel  insecure 
because  I'm  in  the  stock  market.  My 
family  is  used  to  a  certain  lifestyle. 
We  shop  in  certain  places,  go  to  cer- 
tain resorts.  It's  all  very  expensive. 
I'm  supporting  homes,  people  that 
work  for  me,  cars.  In  the  stock  mar- 
ket, it's  not  a  guaranteed  income." 

With  his  tax  shelters,  Dan  holds  on 
to  about  60%  of  his  money,  giving 


him  a  disposable  income  of  between 
$  1 .8  million  and  $2.4  million  per  year. 

Maintenance  on  his  18-room  Fifth 
Avenue  apartment,  for  which  he  paid 
over  $1  million  five  years  ago,  is 
$3,500  per  month.  A  live-in  couple  to 
clean,  cook  and  chauffeur  the  family 
limo  costs  him  $50,000  a  year.  The 
rest  of  the  domestic  staff  includes  a 
cleaning  woman,  a  "specialist"  to 
clean  the  rugs  and  paintings,  and  a 
nanny  for  the  children. 

Dan  manages  ten  weeks  of  vacation 
a  year,  much  of  it  spent  at  his  home 
on  Long  Island,  in  the  Hamptons:  2(1 
rooms,  separate  carriage  house,  pool-' 
house  and  tennis  court.  Taxes  are 
$6,000  and  upkeep  is  about  $  100,000  a 
year.  A  couple  lives  there  year-round 
to  cook,  clean  and  garden. 

Dan  also  pays  about  $20,000  each 
month  to  maintain  his  private  jet,  aj 
Falcon,  for  which  he  paid  $5  million 
three  years  ago.  He  uses  the  plane  for 
business  travel  as  well  as  for  family 
vacations.  When  they  fly  to  Europe, 
however,  Dan  and  his  family  fly  com- 
mercially, first  class. 

Their  favorite  vacations  are  ski 
trips  to  Aspen,  Vail  and  Switzerland 
or  swimming  in  the  Caribbean.  If  Dan 
had  more  money  he  would  like  a  boat, 
or  possibly  a  home  in  the  Islands.  Va- 
cations cost  him  $200,000  a  year.  Dan 
gives  half  that  amount  to  charity. 

Dan's  wife  is  the  force  of  modera- 
tion in  the  family.  She  comes  from 
the  same  background  as  Dan,  lower- 
middle-class  New  York.  "She's  a  very 
money-conscious  person,"  Dan  says. 
"She  remembers  the  old  days."  She 
does,  however,  share  his  interest  in 
art,  and  they  spend  about  $100,000  on 
paintings  each  year. 

Dan's  children,  both  in  private 
schools,  are  thoroughly  used  to  the 
rich  life.  Whether  it's  a  designer  jack- 
et or  a  pair  of  shoes,  they  assume  the 
best  is  all  there  is.  "They  wouldn't 
know  what  not  sitting  middle  orches- 
tra for  any  event  was,"  Dan  says. 

Any  other  expenses?  Yes,  Dan  al- 
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Susan  is  committed 
to  $300,000  worth  of 
tax-shelter  investments 
over  the  next  Jew  years 
and  is  always  looking 
for  new  ones.  "I  prefer 
the  risk  of  tax  shelters 
to  the  certainty  of 
taxes,"  she  says. 


most  forgot  to  mention  a  little  cottage 
in  the  south  of  France.  This  four-bed- 
room, $200,000  home  sits  on  5  acres 
and  costs  him  $20,000  a  year  to  main- 
tain. He  goes  there  once  or  twice  a 
year,  usually  alone,  to  wind  down. 

And  one  other  little  thing:  Dan  fig- 
ures tax  reform  will  cut  his  disposable 
income  by  about  33%,  by  eliminating 
many  of  his  deductions.  That  boat 
might  have  to  wait. 

Susan,  the  divorced  mother  of 
three,  is  still  concentrating  on  the  ba- 
sics— trying  to  keep  as  much  as  possi- 
ble from  the  taxman  first  of  all,  then 
making  some  investments  and  edu- 
cating the  kids. 

To  cut  taxes,  she  doesn't  like  to 
draw  any  of  her  real  estate  commis- 
sions unless  she's  covered  by  tax  shel- 
ters. Susan  is  committed  to  $300,000 
worth  of  tax  shelter  investments  over 
the  next  few  years  and  is  always  look- 
ing for  new  ones.  These  shelters  cur- 
rently provide  $112,000  worth  of 
losses.  Given  this,  Susan  was  willing 
to  "take  down"  $300,000  of  her  in- 
come during  the  first  six  months  of 
this  year.  After  a  few  writeoffs  and  her 
tax  losses,  she  paid  about  $60,000  in 
taxes,  leaving  her  with  $240,000  in 
disposable  income.  Almost  enough  to 
get  by. 

First  she  bought  a  $300,000,  3,000- 
square-foot  house  by  a  stream,  on  4 
wooded  acres.  Half  the  cost  was  put 
up  in  cash.  With  her  remaining 
$90,000,  Susan  plunked  down 
$54,000  for  more  tax  shelters  ("I  pre- 
fer the  risk  of  tax  shelters  to  the  cer- 
tainty of  taxes,"  she  says)  and  then 
added  $25,000  to  her  stock  portfolio, 
currently  worth  $80,000.  When  she 
had  to  come  up  with  $25,000  to  get 
into  a  commodities  deal,  she  bor- 
rowed it. 

(If  the  new  tax  plan  goes  through, 
Susan  may  buy  a  second  home.  "The 
only  deductions  left  will  be  mortgage 
interest  payments,"  she  laments.) 

Susan's  biggest  continuing  expense 
is  her  new  house.  So  far  this  year 
Susan  has  bought  $40,000  worth  of 
furniture  and  figures  she'll  buy  anoth- 
er $60,000  worth  before  she's 
through.  She  has  recently  begun  to 
collect  some  antiques — instead  of  just 
ogling  them,  as  she  and  her  daughter 
used  to  do  on  shopping  trips.  She  also 
has  a  Waterford  crystal  collection 
worth,  she  says,  about  $50,000. 

To  cool  off  in  summer,  Susan's  kids 
can  now  swim  in  a  new  $30,000  in- 
ground  pool  ("I'll  save  the  $21,000  per 
summer  I  would  have  paid  to  send 
three  kids  to  camp").  She  doesn't  yet 
have  a  gardener,  because  she  just 
moved  in,  but  "that's  the  next  thing 
on  my  agenda." 


To  look  her  best,  she  spends  about 
$300  per  week  for  her  office  wardrobe 
(at  Saks  and  Bloomingdale's),  plus 
more  for  fun  clothes  (a  $7,000  mink, 
$1,000  evening  dresses).  She  sets  no 
clothing  budget  for  herself.  "I  just  buy 
what  I  want  and  when  the  bills  come 
in  I  pay  them,"  says  Susan.  She  spends 
$400  per  week  in  restaurants  and 
makes  $1,200  in  monthly  loan  pay- 
ments on  her  cars.  Her  phone  bill  runs 
$1,000  each  month  (Susan  has  tele- 
phones in  both  cars). 

Clothing  for  the  children  is  budget- 
ed at  $4,000  a  year,  but  probably  runs 
more  than  that.  "I  give  my  daughter 
the  Bloomingdale's  card  and  she  goes 
by  herself."  Child  care  costs  her 
$11,000  a  year.  The  caretaker?  Her 
mother.  "I  want  to  give  my  mother  a 
raise  to  $30,000,  but  she  won't  take 
it."  Susan  also  spent  $12,000  last  fall 
to  put  braces  on  her  kids'  teeth  and 
figures  that  number  will  double  be- 
fore the  metal  comes  off. 

Susan  and  her  family  recently  vaca- 
tioned in  a  Paradise  Island  villa  in  the 
Bahamas  ($10,000  for  a  week)  and  are 
about  to  visit  Canada.  "We  lived 
through  the  lean  years,"  Susan  says, 
"so  now  we're  living  through  the  good 
years." 

But  the  children's  education  is 
what  looms  largest.  Susan  figures 
educating  her  three  from  the  ninth 


Consider  Buick. 
Jot  because  it's  perfect. 
But  because  it's  so  good 
nt  the  things 
chat  really, 
nount. 


The  perfect  automobile 
:>  yet  to  be  built.  But  Buick 
ft  been  working  hard 
ftr  the  years  on  the  things 
tit  matter.  For  example  .  .  . 
tDng  trips 

If  you  want  to  find  out  how 
gpd  your  car  really  is,  take  it  on  a 
pg  trip.  The  Electra  Park  Avenue 
sats  provide  solid  support 
m  real  comfort.  The  interior  is 
|  et,  with  minimal  wind  or  road 
lf.se.  It  even  has  an  automatic 
cd  leveling  system  in  the  suspen- 
se to  keep  you  on  an  even  keel. 
Buick  takes  pride  in  the  way 
our  own- 
ers feel 
about  us 
at  the 
end  of 
along 
day's 
drive. 
One  trip 
in  an 

fectra  should  tell  you  why. 
t  rush  hour 

Anyone  who  says  he  can 
ike  a  traffic  jam  enjoyable  hasn't 
en  in  one.  But  there  are  ways  to 
ake  it  acceptable.  The  Electra 
|.rk  Avenue  has  sumptuous 
flour  upholstery  in  the  seating 
sas,  air  conditioning,  tilt  steering 
lumn,  even  a  seek  and  scan 


Delco  ETR  AM-FM  stereo  sound 
system  with  clock.  (And  there  are 
other  available  systems  that  range 
all  the  way  up  to  mind-boggling.) 

It's  all  there  to  make  sure  you 
can  continue  smiling,  even  when 
you're  stuck  at  a  standstill. 
In  awful  weather 

When  the  weather  is 
grim,  your  automobile  ought 
to  shine.  It  should  start  quickly 
and  easily  and  reliably,  the 
way  you  expect  with  a 
Buick.  Solid-state  sensors 
that  "feel"  the  state  of  the 
engine  and  the  weather 
and  adjust  ignition  timing, 
fuel  mixture  and  other  functions 
are  there  to  make  Electra  that 
kind  of  automobile. 

Naturally,  Electra  is  built  to 
keep  you  warm,  dry  and  in  com- 
mand, no  matter  what's  going  on 
outside.  There's  even  an  electronic 
anti-lock  braking  system  available  to 
help  make  stopping  smooth  and 
controlled,  even  in  rain 
or  snow.  It's  all  there 


to  make  Electra  a  fine  place  to  be 
when  the  outside  is  not. 
On  rough  roads 

Some  of  the  things  you  do 
not  want  when  you're  traveling 
on  rough  roads  are  rattles,  squeaks 
jounces  and  that  disconcerting 
feeling  that  your  suspension  is 
adrift  on  the  bumps  like  a 
small  boat  in  a  heavy  sea. 
Electra  is  built  to  resist  all 
that,  with  body  panels  that  are 
robot-welded  to  such  close 
tolerances  that  they  are  mea- 
sured with  a  laser  beam. 
With  intelligently  placed 
sound  deadening  material 
and  compressible  spacers 
to  isolate  jolts  and  noise.  And  its 
fully  independent  suspension 
smooths  out  bumps  while  keeping 
all  four  tires  in  maximum  contact 
for  control. 

Buckle  up  and  see  your  Buick 
dealer  for  a  test  drive  in  a  new 
Electra. 

For  more  information,  a 
brochure  or  a  test  drive,  call 
1-800-87-BUICK 
(1-800-872-8425). 


GM 


Where  better  really  matters. 


BUICK 


"Twenty  million  in 
assets  is  a  wonderful 
thing,  but  it's  all  tied 
up  in  land,  partner- 
ships and  equity.  Chris 
makes  his  money  in 
deals,  so  there's  no 
regular  income." 
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grade  through  Ivy  League  colleges  will 
run  her — are  you  ready? — close  to  $1 
million.  (Tuition,  board  and  expenses 
at  prep  school  cost  $15,000  per  year. 
Susan  multiplies  that  by  four  years 
and  three  children  and  then  doubles  it 
to  account  for  inflation:  $360,000. 
College  tuition,  board,  expenses  at 
the  Ivies'  cost  $20,000  per  year.  Multi- 
ply by  four  years,  three  children,  dou- 
ble for  inflation:  another  $480,000.) 

What  would  she  like  to  buy  but 
can't,  at  least  for  the  moment?  "A 
cabin  cruiser  for  my  family.  You 
know,  just  something  small,  40  feet  or 
so.  Fiberglass." 

Unlike  Susan,  or  Dan  the  broker, 
Chris  the  dealmaker  says  his  money 
is  secure — in  real  estate,  in  savings 
and  in  the  various  companies  he 
owns.  Nor,  he  claims,  is  he  over- 
whelmed by  his  expenses,  which  are 
many:  three  children,  four  houses, 
cars,  a  jet  and  the  playboy  lifestyle  of  a 
man  newly  divorced. 

But  as  Marjorie,  his  personal  assis- 
tant, sees  it,  there  is  a  problem — cash. 
"Twenty  million  in  assets  is  a  won- 
derful thing,"  Marjorie  observes,  "but 
it's  all  tied  up  in  land,  partnerships 
and  equity.  Chris  makes  his  money  in 
deals,  so  there's  no  regular  income." 

Each  month  Marjorie  pays  an  elec- 
tric bill  of  about  $800  for  the  house 
where  Chris  lives  alone,  a  mobile 
phone  bill  of  about  $285  and  a  home 
phone  bill  of  $300.  She  pays  Chris' 
cleaning  lady  $700  a  month,  his  pool 
man  $100  a  month,  and  his  gardener 
$250  per  month.  Because  Chris  grew 
up  in  the  North  and  can't  get  used  to 
the  Arizona  desert  soil,  $700  a  month 
goes  to  maintaining  a  lush  green  lawn 
that  would  otherwise  die  tomorrow. 

Still  three  months  from  comple- 
tion, Chris'  new  home  consumes 
$100,000  each  month.  It  resembles  a 
country  club  more  than  a  residence. 
At  6,000  square  feet  with  mountain 
views,  it  features  separate  guest  quar- 
ters, closets  the  size  of  bedrooms,  18- 
foot  beamed  ceilings  in  every  room,  a 
safe  and  a  wine  room.  Other  ameni- 
ties include  separate  his-and-her  bath- 
rooms in  the  master  bedroom  for 
Chris'  lady  friends,  and,  again,  one  of 
the  few  green  lawns  in  the  area.  In  all, 
he  says,  the  house  will  cost  $1.25  mil- 
lion before  he's  through. 

Chris'  other  expenses  include 
$1,500  a  month  in  child  care  for  his 
three  children  (he  pays  no  alimony  to 
his  ex-wife,  who  got  $10  million  in 
the  settlement)  and  $15,000  a  year  for 
his  mother.  He  contributes  about 
$10,000  a  year  to  charity  and  $10,000 
to  $30,000  to  political  causes. 

As  for  personal  effects,  says  bill- 
payer  Marjorie,  "Chris  is  not  into 


them,"  although  on  a  recent  trip  t( 
Chicago,  she  notes,  he  did  run  up  ; 
$4,000  clothing  bill.  He  likes  Brion< 
suits  and  Bally  shoes. 

Vacations  for  himself  cost  aboul 
$90,000  a  year.  He  pilots  his  Cessna 
Citation  jet  to  places  like  Californiai 
Vancouver,  Chicago,  Florida  and  t( 
his  Colorado  ski  condominium.  The 
$1.3  million  jet,  which  Chris  boughl 
three  years  ago,  runs  about  $100,000 
per  year  in  maintenance.  When  ha 
flies  commercially  (overseas),  Chhi 
goes  coach.  Recent  trips  include  a  va-j 
cation  with  his  kids  to  Japan  ancj 
Hong  Kong  for  a  month. 

Much  of  Chris'  other  spending  falls 
into  a  category  that  could  be  called 
"lady  friends" — including  the  $10C 
per  week  Chris  spends  on  his  persona! 
trainer.  "I  don't  date  anyone  oldei) 
than  26,"  he  explains,  "so  I  have  tc 
look  good." 

Of  the  three  millionaires,  Chris  is 
the  only  one  who  says  there  is  noth- 
ing more  he  wants  materially.  Not 
even  a  boat. 

"If  I  really  wanted  to  knock  mysell 
out,  I  could  make  $100  million  dol- 
lars, but  I'm  very  happy  with  my  life," 
happiest  when  he  is  flying  his  jet.  "I 
love  being  above  the  clouds,"  he  says 
as  his  plane  reaches  30,000  feet.  "It's 
not  very  cost  efficient,  but  this  is 
what  I  make  money  for."  ■ 


CHANEL  INTRODUCES 

EAU  DE  PARFUM  SPRAY 

EFFUSIVE.  ENDURING.  INTRIGUING. 


They're  worth  billions. 


They  don 't  make  a  fortune. 

But  by  helping  millions  of  wage-earning  families  like 
this  one,  we've  built  Capital  Holding  into  a  $7.2  billion  finan- 
cial services  company. 

To  begin  with,  we  styled  our  financial  products  to  fit 
their  lifestyles. 

That  means  life  insurance  policies  that  offer  families 
protection  while  helping  them  save  for  the  future. 

Financial  plans  that  can  give  a  single  parent  the  security 
and  the  means  to  put  money  away  for  a  kid's  college  education. 


Or  annuities  that,  make  a  retired  grandfather's  comp 
pension  a  little  easier  to  live  on. 

We've  also  come  up  with  better  ways  to  bring  all  ou 
products  to  these  folks. 

We  give  them  hometown  service  through  four  of  tto 
most  respected  regional  insurance  companies  across  the 
Southeast  and  Central  Atlantic  States:  Commonwealth  In: 
ance,  Georgia  International  Life,  Peoples  Security  I nsurar 
and  National  Standard  Life. 

When  our  agents  drop  by  their  homes,  they  know  ti 


Capital  Enterprise  Insurance  Group     Capital  Initiatives  Corporation     Capital  Ventures  Corporation     Commonwealth  Lite  Insurance  Company     First  Deposit  Corpt 


imers  and  which  financial  products  are  right  for  them. 
But  we're  always  looking  for  new  ways  to  bring  our 
less  to  our  customers.  So  we  set  up  financial  service 
i?rs  in  retail  stores  where  they  shop.  And  we  sell  through 
neighborhood  banks. 

!  It's  a  down- home  way  of  business  that's  backed  by  the 
•cial  strength  of  our  national  organization. 
\  And  while  some  financial  service  companies  are  only 
ested  in  catering  to  the  rich,  we've  built  our  business  by 
ng  millions  of  middle  Americans. 


In  fact,  one  look  at  our  annual  report  will  show  you  that 
working  for  average  Americans  can  provide  a  return  that's 
definitely  above  average. 

To  learn  more  about  our  Agency  Group  and  Capital 
Holding,  write  John  Franco.  He's  the  President  of  the 
Agency  Group,  680  Fourth  Avenue,  Louisville,  KY  40202. 

CapifaHolding 

Money  manager  for  4.5  million  people 


International  Lite  Insurance  Company     National  Liberty  Corporation     National  Standard  Life  Insurance  Company     Peoples  Security  Lite  Insurance  Company 


It's  said  the  rich  get  richer.  They  have  to,  considering 
what  has  happened  to  their  overhead.  Introducing: 


The  Forbes  Four  Hundred 
Cost  of  Living 
Index 


By  Harold  Seneker 
with  Christie  Brown 


Who  said  it  was  easy  being 
rich?  Once  you're  a  multi- 
millionaire, your  stay  on  Easy 
Street  may  well  require  a  tolerance  for 
creeping  overhead.  To  live  in  a  man- 
ner appropriate  to  your  new  station, 
you  can't  just  keep  up  with  inflation. 
You  have  to  keep  ahead  of  it. 

To  find  out  how  inflation  has  treat- 
ed the  superrich,  Forbes  compiled  its 
own  Cost  of  Living  Index,  41  million- 
aire's staples  that  roughly — very 
roughly — parallel  the  spending  cate- 
gories in  the  much  larger  Consumer 


Price  Index-U  (covering  all  urban  con- 
sumers), and  tracked  it  over  ten  years. 
It  tells  an  interesting  tale. 

We  had  to  leave  out  several  prime 
areas,  you  will  notice.  Truly  expen- 
sive houses,  artworks  and  antiques 
are  one-of-a-kind,  impossible  to  track 
year  to  year  with  any  precision.  Then 
there's  the  cost  of  servants;  there  are 
no  reliable  data.  But  our  experience 
suggests  that  these  categories  harbor 
nothing  to  contradict  our  overall 
findings. 

We  did  find  some  relative  bargains. 
While  the  CPI-U  has  gone  up  91%  in 
ten  years,  a  Learjet  has  increased  only 
72%.  The  cost  of  a  phone  call  to  your 


London  broker  has  actually  gone 
down.  But  for  every  item  we  checked 
that  underperformed  inflation,  three 
outran  it,  some  by  striking  amounts. 
Custom  shoes  at  John  Lobb  in  Lon- 
don? Up  363% .  A  yearling  colt  of  rou- 
tine parentage  at  the  Keeneland  select 
sales?  Up  512%.  A  season  box  at  the 
Met?  238%.  Last  year  alone  a  good 
Russian  sable  jumped  26%  at  Maxi 
milian.  The  CPI-U,  remember,  rose] 
only  91%  from  1976;  with  the  hous^ 
ing  component  taken  out,  which  is  a 
closer  match  to  our  index,  it  was  up 
only  82%.  And  The  Forbes  Four  Hun- 
dred Cost  of  Living  Index?  Up  a  rous- 
ing 143%  in  the  same  ten  years.  ■ 


The  rising  price  of  being  rich 


Over  the  past  decade,  the  cost  of  a  representative  sampling  of  luxury  goods 
has  consistently  outrun  inflation,  as  measured  by  the  Consumer  Price  Index. 


Adjusted  CPI-U  (1976  =  100)  □ 
250 
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Centimillionaires'  shopping  list — 1988 


The  goods  and  services  listed  below  suggest  that  if  you  were  a  millionaire 
in  1976,  you  had  better  be  worth  close  to  $2.5  million  now. 


Apparel 

Coat,  natural  Russian  sable  by  Maximilian  Fur  Co.,  N.Y. 
1976:  $40,000  1986:  $120,000  Change:  up  200% 

Dress,  Adolfo  Couture  Classic 

1976:  $950  1986:  $1,250  Change:  up  32% 

Loafers,  Gucci 

1976:  $89  1986:  $195  Change:  up  1 19% 

Shirts,  1  dozen  cotton  Turnbull  &  Asser,  made  to  measure 
1976:  $448  1986:  $1,080  Change:  up  141% 

Shoes,  men's  black  calf  wing-tip,  custom-made,  John  Lobb,  London 
1976:  $202  1986:  $936  Change:  up  363% 

Educational  expenses 

School,  preparatory,  Groton,  1-year  tuition,  room,  board 
1976:  $4,200  1986:  $1 1,900  Change:  up  183% 

University,  Harvard,  1-year  tuition,  room,  board,  insurance 
1976:  $5,900  1986:  $15,400  Change:  up  161% 

Entertainment 

Catered  dinner,  for  40,  by  Ridgewells,  Inc.,  Wash.,  D  C. 
(Menu:  soup,  salmon,  veal,  dessert;  wine  not  included) 
1976:  $2,200  1986:  $3,600  Change:  up  64% 

Opera,  2  season  tickets,  Metropolitan  Opera,  Saturday  night,  box 
1976:  $480  1986:  $1,620  Change:  up  238% 

Food  at  home 

Caviar,  beluga  malossol,  1  kilo  tin,  average  retail 

1976:  $283  1986:  $973  Change:  up  244% 

Champagne,  Dom  Pengnon,  case,  Sherry-Lehmann,  N  Y. 
1976:  $300  1986:  $595  Change:  up  98% 

Filet  mignon,  7  pounds,  Lobels,  N  Y. 

1976:  $50  1986:  $105  Change:  up  110% 

Food  away  from  home 

Dinner,  La  Tour  D'Argent,  Pans;  Michelin  estimated  price 
1976:  $34  1986:  $87  Change:  up  156% 

Home  furnishings 

Piano,  Steinway  &.  Sons,  concert  grand,  Model  D,  ebonized 
1976:  $13,500  1986:  $39,600  Change:  up  193% 

Flowers  in  season,  arrangements  for  6  rooms,  changed  weekly,  by 

Christatos  &  Roster,  Inc.,  N.Y.,  per  month 

1976:  $1,400  1986:  $2,000  Change:  up  43% 

Sheets,  set  of  embroidered  silk,  by  Pratesi,  queen  size 

1976:  $1,218  1986:  $2,670  Change:  up  119% 

Silverware,  Kirk  Stieff  Co.,  Colonial  Williamsburg  Shell  pattern, 
4-piece  place  setting,  for  12 

1976:  $1,341  1986:  $2,800  Change:  up  109% 

Lodging  while  out  of  town 

Hotel,  2-bedroom  suite,  park  view,  The  Sherry  Netherland,  N  Y. 
1976:  $250  1986:  $600  Change:  up  140% 

Medical  care 

Face-lift,  Amer.  Acad,  of  Facial  Plastic  &  Reconstructive  Surgery 
1976:  $4,000  1986:  $5,000  Change:  up  25% 

Hospital,  VIP,  Washington  Hospital  Center,  Wash.,  D.C.,  1  day 

(2  bdrms,  lvg  rm,  concierge,  security,  gourmet  meals) 

1976:  $325  1986:  $525  Change:  up  62% 

Psychiatrist,  Upper  East  Side,  N  Y,  45  minutes,  standard  fee 
1976:  $40  1986:  $120  Change:  up  200% 


Personal  services 

Lawyer,  established  mid-Atlantic  firm,  partner,  estate  planning, 
average  hourly  fee 

1976:  $80  1986:  $145  Change:  up  81% 

Spa,  The  Golden  Door,  California,  basic  weekly  unit 

1976:  $1,250  1986:  $3,000  Change:  up  140% 

Toilet  goods  and  personal  care  appliances 

Perfume,  1  oz.,  Joy  by  lean  Patou 

1976:  $100  1986:  $210  Change:  up  110% 

Sauna,  by  Helo,  Inc.,  6x8  feet,  8-person,  cedar,  stained-glass  window 
1976:  $5,000  1986:  $7,500  Change:  up  50% 

Sporting  goods 

Motor  yacht,  Hatteras  53 

1976:  $214,700  1986:  $517,300  Change:  up  141% 

Sailing  yacht,  Nautor's  Swan  65 

1976:  $384,300  1986:  $758,000  Change:  up  97% 

Shotguns,  pair  of  lames  Purdy  &  Sons,  at  Gnffen  &  Howe,  N.Y. 
1976:  $20,000  1986:  $57,000  Change:  up  185% 

Thoroughbred,  yearling,  average  price  at  Keeneland  select  sales 
1976:  $67,300  1986:  $41 1,700  Change:  up  512% 

Sports  facilities 

Swimming  pool,  Olympic,  standard  site 

1976:  $180,000  1986:  $450,000  Change:  up  150% 

Tennis  court,  clay,  standard  site 

1976:  $25,000  1986:  $37,000  Change:  up  48% 

Toys  and  hobbies 

Train  set,  G  gauge,  by  LGB,  FAO  Schwarz,  N.Y. 

1976:  $178  1986:  $325  Change:  up  83% 

Transportation,  private 

Airplane,  Learjet  35 A,  standard  equipment,  certified  10  passengers 
1976:  $1,800,000        1986:  $3,100,000         Change:  up  72% 

Helicopter,  Sikorsky  S-76,  full  executive  options  (introduced  1978) 
1978:  $1,300,000       1986:  $3,400,000         Change:  up  162% 

Automobile,  Rolls-Royce  Silver  Spirit  (formerly  Silver  Shadow) 
1976:  $38,000  1986:  $103,500  Change:  up  172% 

Transportation,  public 

Airline  ticket,  British  Airways  Concorde,  round-trip  N  Y-London 
1976:  $1,512  1986:  $5,358  Change:  up  254% 

Utilities  and  public  services 

Telephone  call,  10  minutes,  AT&T,  N.Y. -London 

1976:  $12  1986:  $10.56  Change:  down  12% 

Other  goods  and  services 

Cigars,  Cuban,  box  of  Davidoff  No.  2,  Toronto 

1976:  $146  1986:  $432  Change:  up  196% 

Magazine,  Forbes,  1-year  subscription 

1976:  $15  1986:  $42  Change:  up  180% 

Suitcase,  Loewe,  black  napa  leather,  27-inch-long 

1976:  $739  1986:  $1,600  Change:  up  1 1 7% 

Watch,  Patek  Philippe  classic  man's  gold,  leather  strap 
1976:  $2,450  1986:  $5,400  Change:  up  120% 


Photos,  clockwise  from  top  right  Bob  Gelberg,  Andrea  Brizzi,  Derek  BerwiaThe  Image  Bank, 

Paul  Bowen/The  Image  Bank,  Christatos,  James  HefTeman.  John  Chao,  Colonial  U  illiamsburg,  Joe  Wrinn 


What  happens  when  the  upwardly  determined  marry  the 
downwardly  mobile?  A  great  deal 


Marrying 
rich 


By  Edward  Sorel 
Illustrated  by  the  author 

THERE  ARE  ONLY  TWO  fool- 
proof  ways  of  acquiring 
wealth:  inherit  it  or  marry 
it.  The  latter  method  is 
frowned  upon  by  some — 
the  dour  are  always  with  us — who 
regard  it  as  a  sign  of  spiritual  hollow- 
ness.  The  devout,  convinced  that 
marriage  is  a  holy  estate,  condemn 
those  who  marry  for  worldly  gain.  Ro- 
mantics, of  course,  believe  one  should 
marry  only  for  love.  Still  others  think 
it  un-American  to  opt  for  that  easy 
road  to  riches  when  one  can  take  the 
more  rewarding  path  of  hard  work  and 
perseverance.  Ideologues  are  always 
certain,  but  are  they  right? 

Clearly,  the  notion  that  marrying 
wealth  is  un-American  is  nonsense. 
Mr.  Washington  and  Mr.  Lincoln  may 
not  have  become  Mr.  President  had 
they  not  been  prescient  enough  to 
marry  rich  women.  More  to  the  point, 
when  poor  Americans  marry  rich 
Americans,  poverty  is  alleviated 
without  government  handouts.  A 
good  thing. 

Equally  wrongheaded  is  the  belief 
that  poor  marries  rich  in  order  to  lead 
a  life  of  indolence  and  sybaritic  plea- 
sure. More  often  than  not  just  the 
opposite  is  true. 

Consider,  for  example,  Pia  Zadora. 
Since  her  marriage  to  megamonied 
Meshulam  Riklis,  the  diminutive  ac- 
tress/performer has  labored  ceaseless- 
ly in  films,  musicals  and  concerts, 
with  little  encouragement  from  the 
public  and  downright  hostility  from 


the  critics.  Now  that  takes  spunk. 

You  simply  can't  make  generalities 
about  mixed-economy  marriages. 
Each  has  its  own  dynamic.  But  if  we 
can't  draw  any  conclusions,  we  can  at 
least  satisfy  our  prurient  interest. 

George  Washington 
and  Martha  Dandridge  Custis 
Opposites  attract.  George  was  6  foot  2 
and  muscular.  Martha  was  just  5  foot 
and  plump.  George  was  a  charming 
conversationalist.  Martha  was  con- 
tent to  remain  silent  when  she  had 
nothing  to  say.  George,  back  from  the 
French  and  Indian  Wars,  had  nearly 
exhausted  his  savings  rebuilding 
Mount  Vernon.  Martha,  recently  wid- 
owed from  Daniel  Parke  Custis,  had 
slaves,  a  large  estate  and  a  sizable 
fortune.  Martha  was  a  few  years  older 
than  George,  but  he  was  strangely 
drawn  to  her — financially  overdrawn 
to  her. 

When  they  married,  Washington 


was  raised  from  an  impecunious 
planter  to  a  man  of  substance.  He  was 
given  one-third  of  Martha's  land  and, 
as  guardian  of  her  two  children,  he 
controlled  the  other  two-thirds.  With 
a  fortune  now  at  his  disposal,  he  lost 
no  time  compensating  himself  for  his 
impoverished  childhood.  He  would 
live  in  a  style  as  grand  as  any  Virginia 
planter.  One  wing  was  added  to 
Mount  Vernon,  then  another  to  bal- 
ance the  first.  Vast  tracts  of  adjoining 
acreage  were  bought  and  then  more 
slaves  to  work  it.  Soon  he  was  broke 
all  over  again.  "I  have  swallowed,  be- 
fore I  knew  where  I  was,  all  the  mon- 
ey I  got  by  my  marriage.  Nay  more, 
brought  me  into  debt." 

The  marriage,  however,  thrived.  In 
spite  of  the  fact  that  they  were  unable 
to  have  children,  and  although  George 
was  sorely  vexed  at  having  a  stepson 
who  was  a  holy  terror  and  uneduca- 
ble,  he  concluded  that  his  marriage 
had  been  the  event  of  his  life  "most 
conducive  to  happiness."  In  old  age  he 
advised  his  step-granddaughter  to  ig- 
nore passion  when  choosing  a  hus- 
band. "Love  is  a  mighty  pretty  thing, 
but, .  like  all  delicious  things,  it  is 
cloying."  He  suggested  that  she  look 
for  a  mate  with  "good  sense,  good 
disposition  and  the  means  of  support- 
ing you."  It  was  advice  that  he  him- 
self had  followed. 

Clark  Gable  and  Ria  Langham 
Grateful  to  MGM  for  making  him  a 
star,  Gable  reciprocated  by  obeying  all 
studio  demands.  After  all,  nothing 
they  might  ask  could  be  as  rough  as 
working  in  an  Oklahoma  oilfield  or  as 
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MADE  FOR  EACH  OTHER 
Short,  plump  Martha  and  tall, 
muscular  George  may  have  looked 
ridiculous  doing  the  minuet,  but  in 
another  respect  they  were  a  perfect 
match:  He  was  poor,  she  was  rich. 


BOOTY  AND  THE  BEAST 
On  Mar.  30,  1930  William  Clark 
Gable,  an  unemployed  actor, 
married  Ria  Langham,  a  rich 
divorcee.  She  was  17  years  his 
senior,  but  frankly,  my  dear, 
he  didn't  give  a  damn. 
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teful  as  the  tire  factory  in  Akron, 
io.  He  always  remembered  those 
ys  and  dutifully  accepted  any  role 
e  studio  threw  at  him.  But  in  1935, 
hen  he  was  handed  what  he  termed 
gigolo  role,"  he  adamantly  refused 
have  anything  to  do  with  it.  A  pity, 
could  have  brought  a  lot  of  author- 
to  the  role. 
Hollywood  gossips  had  long  en- 
yed  counting  the  number  of  women 
ho  became  intimately  involved 
I  ith  Gable  in  his  climb  to  the  top — a 
£  st  that  included  Josephine  Dillon 
I  id  Ria  Langham,  his  first  two  wives. 
I  'illon,  wife  number  one,  was  running 
ii  small  theater  group  in  Portland,  Ore. 
ii'hen  Gable  (he  was  Billy  Gable  then) 
supplied  for  a  job.  He  was  skinny,  un- 
dernourished, awkward  and  had  bad 
.  jieth.  Josephine,  14  years  his  se- 
I  ior,  fed  him,  improved  his  dic- 
I  j.on,  lowered  his  whine  to  a  deep, 
masculine  timbre,  fixed  his  teeth, 
j;iught  him  how  to  walk  and  in- 
Jitructed  him  in  how  to  behave  in 
Iiocial  situations.  When  her  cre- 
Ijtion  was  complete,  she  prompt- 
[(/  married  it. 

I  Josephine  always  assumed  that 
(Ji  time  she  would  lose  Gable  to  a 
I  (ounger  woman.  She  was  wrong, 
lllis  second  wife  was  even  older.  A 
ijhrice  divorced  Texas  socialite, 
'j.angham  was  poised,  rich  and 
tears  Gable's  senior.  They  met  in 
iouston,  where  Gable,  after  a  stint  on 
ilroadway,  was  touring  with  a  stock 
l  ompany,  earning  next  to  nothing  and 
tvondering  if  it  wasn't  time  to  get  a 
teady  job.  Meeting  Ria  convinced 
dm    otherwise.    Perhaps  stardom 
!:ould  be  bought.  Back  in  New  York 
jhey  became  inseparable — except  for 
jhose  occasions  when  Gable  visited 
lis  young  actor  friends.  Otherwise 
]  heir  unemployed  buddy  dressed  in 
bustom-made  suits,  spats,  cane  and 
Herby,  suitable  attire  for  meeting 
lia's  Social  Register  friends.  He  was 
tilso  taken  to  any  play  that  might  in- 
terest him. 

'■  Of  particular  interest  in  1930  was 
:he  prison  melodrama  The  Last  Mile, 
starring  Spencer  Tracy.  The  role  of  a 
loomed  convict,  Gable  decided,  was 
Perfect  for  him.  Was  that  asking  too 
much?  Mais  non.  Ria  is  believed  to 
lave  put  up  the  money  for  a  Los  Ange- 
es  production  and  thoughtfully  pro- 
vided the  leading  man  as  well.  But 
oefore  rehearsals  began,  she  called  in 
[tier  I.O.U.s:  Gable  was  obliged  to  mar- 
ry his  Lady  Bountiful.  It  was  worth  it. 
The  actor's  performance  in  The  Last 
Mile  excited  critics  and  intrigued  film 
executives.  Before  long  Gable  was 
signed  by  MGM  at  $350  a  week.  Five 
years  later  he  was  the  top  box-office 
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attraction  in  the  nation,  pulling  in  a 
record  $4,000  a  week  and  ordering 
that  his  custom-built  Duesenberg 
roadster  be  at  least  a  foot  longer  than 
Gary  Cooper's. 

By  that  time  gossip  columnists  had 
linked  him  to  affairs  with  Loretta 
Young,  Joan  Crawford  and  Carole 
Lombard,  and  one-night  stands  with 
less  famous — though  not  necessarily 
less  beautiful — thespians.  In  Novem- 
ber 1935,  to  no  one's  surprise,  Ria 
Gable  informed  the  press  that  she  and 
her  husband  had  separated.  Unlike 
the  first  Mrs.  Gable,  who  didn't  get  a 
penny  for  agreeing  to  a  divorce — you 
can't  get  blood  from  a  stone-broke 
actor — Ria  got  an  excellent  return  on 
her  investment.  But  you  expect  that 
when  you  buy  a  glamour  stock. 


Libby  had  always  planned 
to  marry  a  millionaire  but 
not  one  as  odd  as  1 9-year-old 
suicidal  "Smitty,"  heir 
to  the  Reynolds'  tobacco 

fortune.  Resigned  to 
playing  one-night  stands 
in  lonely  towns,  Libby 
used  Smitty  as  her 
ticket  to  riches. 


Libby  Hohnan  and 
Zachary  Smith  Reynolds 
Finally,  in  the  last  year  of  the  Roaring 
Twenties,  Libby  Holman  made  it  big. 
After  five  years  of  auditions  and  bit 
parts,  the  pipe-smoking  26-year-old 
was  a  star  on  Broadway  and  acclaimed 
the  greatest  blues  singer — Caucasian 
division — in  America.  To  top  it  off, 
she  had  two  millionaires  madly  in 
love  with  her:  19-year-old  Zachary 
Smith  Reynolds,  heir  to  the  R.J.  Rey- 
nolds tobacco  fortune,  and  Louisa 
d'Andelot  Carpenter,  great-great- 
great-granddaughter  of  Pierre  Samuel 
du  Pont  de  Nemours.  Both  suitors 
were  married. 

Louisa's  husband  didn't  care  what 
his  wife  did  as  long  as  she  did  it  far 
away  from  Delaware.  She  pursued 
Libby  openly,  waiting  for  her  at  the 
stage  door  in  a  chauffeur-driven  lim- 
ousine, taking  her  sailing  on  the  du 
Pont  yacht,  and  on  one  occasion  pub- 
licly gave  her  a  deep  soul  kiss  at  "21." 
Reynolds,  for  his  part,  wanted  Libby 
to  give  up  the  stage  and  marry  him. 
Libby  had  always  planned  to  marry  a 
millionaire  but  not  one  as  odd  as 
"Smitty."  He  was  possessive,  fre- 
quently threatened  suicide,  often  car- 
ried a  gun  and  was  given  to  hysterics 
when  he  didn't  get  his  way.  Mr.  Won- 
derful he  wasn't. 

Two  unrelated  events  conspired  to 


give  Smitty  the  winning  hand  in  this 
bizarre  game  of  hearts:  Louisa  and 
Libby  had  a  lovers'  quarrel,  and  the 
stock  market  crashed.  Libby's  salary 
plummeted  from  $15,000  a  week  to 
$50,  and  she  was  forced  to  play  one- 
night  stands  in  lonely  towns.  Smitty 
was  her  way  out.  On  Nov.  16,  1931, 
three  days  after  his  divorce  became 
final,  Libby  married  the  tobacco  heir 
in  a  small  town  in  Michigan  where 
she  was  performing.  Later  they  would 
motor  south  to  Reynolda  House,  his 
family's  estate  on  the  outskirts  of 
Winston-Salem. 

Driving  through  its  1,000  acres,  the 
newlyweds  passed  the  nine-hole  golf 
course,  greenhouses,  stables,  the  pri- 
vate post  office,  private  general  store 
and  the  Reynolds  Presbyterian 
Church.  Ahead  lay  the  rambling 
manor  house,  staffed  by  numer- 
ous servants.  There  Smitty  threw 
a  series  of  parties,  dances  and  bar- 
becues to  show  off  his  beautiful 
prize.  To  Libby,  Winston-Salem's 
upper  crust  was  just  white 
bread — boring. 

Soon  Libby  began  inviting  her 
friends  to  Reynolda,  friends  that 
included  Louisa  (who  always 
wore  masculine  attire)  and  flam- 
boyant theatrical  types  who  con- 
sumed vast  quantities  of  bootleg 
booze.  Smitty  was  not  amused.  To 
celebrate  the  Fourth  of  July,  Libby 
gave  a  party  for  her  husband's  young 
friends.  Perhaps  to  avoid  feeling  like  a 
den  mother  to  a  bunch  of  teenagers, 
she  got  very  drunk.  With  Smitty 
watching,  she  threw  her  arms  around 
Ab  Walker,  Smitty's  best  friend,  and 
kissed  him.  Later  she  disrobed  in  front 
of  other  guests.  Smitty  grew  increas- 
ingly sullen.  Always  insecure,  he  was 
now  more  certain  than  ever  that  Lib- 
by had  never  loved  him,  only  his  mon- 
ey. Shortly  before  1  a.m.  the  few 
guests  that  remained  heard  a  gunshot. 

The  exact  details  of  Smitty's  death 
will  never  be  known  for  certain,  but 
here's  the  probable  scenario:  After 
Libby  disrobed,  Smitty  angrily  shoved 
her  upstairs.  They  argued  loudly,  the 
tobacco  heir's  jealousy  inflamed  by 
the  fact  that  he  had  often  been  impo- 
tent with  Libby.  When  Libby  sudden- 
ly informed  him  that  she  was  preg- 
nant, Smitty  went  berserk,  certain 
that  he  couldn't  be  the  father.  Ab 
Walker,  alarmed  by  his  shouts,  ran 
upstairs  just  in  time  to  see  Smitty  pull 
out  his  Mauser  and  threaten  to  kill 
himself.  Libby  or  Ab  grabbed  for  the 
little  gun,  and  in  the  struggle  it  dis- 
charged, sending  a  bullet  through 
Smitty's  head. 

At  the  inquest,  Ab  and  Libby  fool- 
ishly concocted  a  false  story  that 


would  place  Smitty  alone  at  the  time 
of  the  shot.  The  sheriff  spotted  dis- 
crepancies. The  Reynolds  family,  not 
wanting  the  blemish  of  a  suicide  on 
the  family  name  and  determined  that 
Smitty's  $20  million  trust  fund  would 
not  go  to  that  Jewess  from  up  north, 
pressed  for  an  indictment  against  Hol- 
man.  They  got  it.  When,  during  the 
course  of  legal  proceedings,  it  was  re- 
vealed that  Libby  was  pregnant,  the 
Reynolds  family  did  a  turnabout  and 
pressured  the  district  attorney  to  drop 
all  charges.  Since  Smitty's  baby 
would  eventually  get  his  money  any- 
way, why  keep  the  Reynolds  name  on 
the  front  page  of  all  the  tabloids?  The 
case  was  closed. 

Libby  got  part  of  Smitty's  millions 
and,  ipso  facto,  became  one  of  the 
richest  women  in  America.  Now 
it  was  her  turn  to  wonder  if  those 
who  professed  love  loved  her  or 
her  money. 

Zsa  Zsa  Gabor  and  Conrad  Hilton 
Now  in  her  mid-60s,  Zsa  Zsa  still 
shows  up  on  television  talk 
shows.  Merv  Griffin  seemed  fas- 
cinated by  her,  but  then  he  was 
well  paid  to  seem  fascinated. 
Others  of  us  listen  to  her  solipsis- 
tic  patter  and  try  to  recall  exactly 
what  she  did  before  she  became  fam- 
ous for  being  famous.  Her  brief  film 
career  in  the  1950s  jit  peaked  with 
Moulin  Rouge)  was  undistinguished. 
Her  only  claim  to  our  attention  ap- 
pears to  be  that  seven  of  her  eight 
husbands  were  millionaires. 

The  underachiever  was  her  first,  a 
fellow  Hungarian  whom  Zsa  Zsa  mar- 
ried in  her  midteens  because  the  Na- 
zis were  on  the  march  and  he  could 
get  her  out  of  Hungary.  Once  in  the 
U.S.,  she  got  a  divorce  and  began 
shopping  around  for  a  more  suitable 
replacement.  Ravishingly  beautiful, 
Zsa  Zsa  went  to  Hollywood  to  join 
sister  Eva  and  launch  her  own  film 
career.  But  one  glance  at  Eva's  pay- 
check changed  her  mind,  and  besides, 
you  had  to  get  up  so  early.  After  all,  it 
was  not  the  career  of  a  film  star  she 
wanted  but  the  lifestyle.  For  that,  one 
had  only  to  find  the  right  husband. 
She  was  contemplating  moving  her 
search  from  an  as-yet-unproductive 
Hollywood  to  Palm  Beach  or  Manhat- 
tan when,  on  some  enchanted  eve- 
ning, she  saw  a  stranger  across  a 
crowded  room  at  Ciro's  and  somehow 
she  knew.  Daddy  Bigbucks. 

Conrad  Hilton  was  a  Texan,  tall, 
ruggedly  handsome  and  wearing  cow- 
boy boots  with  his  evening  attire.  On 
the  negative  side,  he  was,  at  54,  three 
times  her  age  and  a  divorced  Catholic. 
On  the  positive,  he  was  the  biggest 


hotel  man  in  the  world.  The  chair 
next  to  him  was  fortuitously  empty. 
After  champagne  and  a  dance  or  two 
she  leaned  toward  him  and  whispered 
in  his  ear,  "You  may  just  be  the  man 
I'm  going  to  marry."  "Well,  ma'am," 
Hilton  replied,  "why  don't  you  do  just 
that?"  A  few  days  iater  he  suggested 
she  join  him  for  a  winter  holiday  in 
Palm  Beach,  but  Zsa  Zsa  knew  what 
"join"  meant.  The  very  idea,  she  de- 
murred. What  kind  of  girl  did  Conrad 
think  she  was?  The  strategy  worked — 
it  was  1940 — and  a  week  later  Zsa 
Zsa,  with  Eva  to  chaperone,  was  on  a 
chartered  plane  to  El  Paso  to  meet 
Connie's  mother. 

But  Zsa  Zsa  hadn't  hooked  him  yet. 
She  had  an  engagement  ring  (not  as 
large  a  diamond  as  she  would  have 


The  wedding  finally  took 
place  the  week  after  Easter 
1942  in  Santa  Fe.  But  Zsa  Zsa 
found  out  all  too  soon  that 
she  had  married  a  businessman, 
not  a  lover.  On  their  wedding 
night,  Connie  spoke  not  of 
undying  love  but  of  a  new 
hotel  acquisition  he 
was  planning. 


liked)  and  the  celebrity  she  craved 
(Walter  Winchell  and  Hedda  Hopper 
quoted  her  offhand  remarks),  but  the 
wedding  itself  was  not  immediately 
forthcoming. 

Connie  seemed  to  be  stalling.  He 
was  proud  of  Zsa  Zsa's  beauty  but  less 
pleased  that  it  required  couture 
clothes  and  glittering  jewels  to  set  it 
off.  He  was  a  thrifty  man  himself. 
What  became  the  great  Hilton  chain 
he  had  built  from  a  single  hotel  in  the 
little  town  of  Cisco,  Tex. 

Hilton  was  also  deeply  religious.  At 
one  point  he  retreated  to  a  New  Mexi- 
can monastery,  where  the  stark  adobe 
buildings  and  simple  cycle  of  daily 
events  were  in  marked  contrast  to 
Beverly  Hills  and  his  fiancee's  hedo- 
nistic lifestyle.  When  he  returned,  he 
broke  the  engagement,  but  four  days 
later  he  re-capitulated,  and  it  was  on 
again!"  It  was  a  case  of  "I  love  my 
Church,  but  oh,  you  kid!" 

The  wedding  finally  took  place  the 
week  after  Easter  1942  in  Santa  Fe. 
But  Zsa  Zsa  found  out  all  too  soon 
that  she  had  married  a  businessman, 
not  a  lover.  On  their  wedding  night, 
Connie  spoke  not  of  undying  love  but 
of  a  new  hotel  acquisition  he  was 
planning. 

Early  in  the  marriage  Connie  was 
stricken  with  the  flu  and  forced  to 
spend  some  days  in  bed.  He  lay  mes- 
merized by  the  routine  his  wife  fol- 


lowed on  a  typical  day.  Breakfast  in 
bed  was  followed  by  hours  in  front  oi 
her  multilit  theatrical  mirror  inspect-^ 
ing  each  pore,  spraying  herself  from) 
$1,000  flagons  of  perfume  and  apply 
ing  creams  and  powders  from  the  diz- 
zying array  of  jars  and  bottles  that 
crowded  her  dressing  table.  Then 
came  the  difficult  decision  of  whan 
outfit  to  wear. 

He  was  amazed  at  her  self-absorp- 
tion, and  began  making  ironic  little! 
notes  in  his  diary:  "Beauty  took  itself 
to  an  elegant  luncheon  club,  which,  I 
suppose,  was  its  proper  setting.  .  .  II 
"A  terribly  painful  decision  over 
hats.  ..."  "After  tea,  taken  exactly  at 
2  p.m.,  the  finale  began.  Beauty 
emerged  from  her  dressing  closet  and 
announced  in  her  most  solemn  tone, 
'I  am  dressing  for  dinner.'  "  Hil- 
ton had  had  no  idea  how  time- 
consuming  glamour  could  be. 

From  the  beginning  there  were 
heated  arguments  about  money. 
Hilton  thought  the  Bel  Air  house 
was  fine  as  it  was  and  saw  no 
need  for  the  total  redecoration  ef 
fected  by  his  wife.  And  it  didn't 
seem  possible  that  one  woman 
could  spend  so  much  on  clothes. 
From  Zsa  Zsa's  point  of  view, 
marrying  money  was  having  it  to 
spend,  and  she  was  devastated  when 
her  husband  put  her  on  a  stringent 
allowance.  To  her,  Daddy  Bigbucks 
had  abdicated  his  role. 

Connie  saw  things  differently.  One 
morning,  three  years  into  the  mar 
riage,  he  opened  the  door  to  Zsa  Zsa's 
room  and  calmly  announced  that  Fa- 
ther John  Kelly  would  be  dropping  by 
for  a  little  chat  with  her.  It  was  Father 
Kelly  who  had  to  tell  Zsa  Zsa  that, 
although  Connie  loved  her  very 
much,  in  the  eyes  of  the  Church  he 
wasn't  exactly  her  husband — mean 
ing,  of  course,  that  he  wanted  out. 

Divorces  take  a  while,  and  this  one 
had  an  interesting  aftermath.  In  the 
period  after  the  separation  took  effect, 
but  before  the  divorce  was  final,  Zsa 
Zsa  conceived  a  child,  born  after  the 
divorce — the  only  child  from  any  of 
her  marriages.  It  was  also  the  only  one 
of  her  marriages  from  which  she  ac 
cepted  alimony. 

Years  later  Zsa  Zsa  was  entertain- 
ing at  the  Las  Vegas  Flamingo  when 
she  noticed  Connie  with  their  daugh 
ter,  Francesca,  at  a  ringside  table 
"Darlings,"  she  said  into  the  micro- 
phone, "please  welcome  my  ex,  Con- 
rad Hilton.  You  know,  for  a  divorce 
settlement  I  got  1,250,000  Bibles." 
She  swept  over  to  his  table,  still  chat- 
ting with  her  audience.  "We're  still  so 
friendly,  darlings,"  she  said.  "I  still 
have  his  name  on  all  my  towels."  I 
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THE  UNBLUSHING  BRIDE 
Juiced  up  on  bootleg  booze,  and 
bored  by  the  party — she  felt  like  a 

den  mother  to  a  bunch  of  teen- 
agers— Libby  Holman  performed  a 
striptease  in  front  of  her  hus- 
band's moneyed  friends. 


One  morning  in  1915,  the  morning  after 
the  Lusitania  is  sunk  by  German  torpedoes, 
Jacob  Schiff,  patriarch  of  the  house  of 
Kuhn,  Loeb,  pays  a  sympathy  call  to  J. P. 
Morgan  Jr.  The  result:  a  brutal  snub. 

Kuhn,  Loeb  calls 
on  the  House 
of  Morgan 


By  Nancy  Caldwell  Sorel 

ON  THE  MORNING  OF  May  7, 
1915,  Jacob  Schiff  leaves 
the  offices  of  Kuhn,  Loeb 
&  Co.  at  1  William  Street 
and  crosses  to  the  hand- 
some new  structure  of  J. P.  Morgan  &. 
Co.  at  the  corner  of  Broad  and  Wall. 
This  is  no  customary  stroll.  The 
morning  headlines  scream  word  of 
the  sinking  of  the  Lusitania  by  a  Ger- 
man submarine  off  the  Irish  coast.  It 
is  unsettling  news,  and  Jacob  Schiff, 
white-bearded,  blue-eyed  elder  states- 
man of  Kuhn,  Loeb,  feels  that  a  ges- 
ture toward  J. P.  Morgan  Jr.,  son  of  his 
old  rival,  is  called  for. 

Why  he  feels  so  is  not  entirely  clear. 
Five  years  earlier,  Pierpont  Morgan, 
then  very  much  alive  and  eager  to 
extend  his  empire  over  the  high  seas, 
gobbled  up  England's  White  Star  Line, 
parent  company  of  the  ill-fated  77- 
tanic.  But  the  Lusitania  is — was — a 
Cunard  ship.  None  of  the  128  Ameri- 
can victims  appears  to  have  been  con- 
nected with  the  firm.  Most  likely 
Schiff  is  prompted  by  Morgan  &  Co.'s 
three-generation  ties  with  England 
and  English  banking,  and  by  the 
knowledge  that — despite  official  U.S. 
neutrality  in  the  war  now  raging  in 
Europe — the  firm  has  taken  on  the 
role  of  chief  purchasing  agent  for  both 
England  and  France.  Evidently,  the  se- 
nior partner  of  Kuhn,  Loeb  believes 
that  J. P.  Morgan  &  Co.  will  consider 
itself  especially  affected  by  the  Lusita- 
nia disaster,  and  that  a  courtesy  call  is 
in  order.  In  Pierpont's  time  such  a 
gesture  would  have  been  taken  for 
granted. 

But  Pierpont  Morgan  is  two  years 


dead.  His  son,  John  P.  Jr.  (Jack),  now 
head  of  the  company,  does  not  have 
the  same  association  with  Schiff,  or 
with  Kuhn,  Loeb,  that  his  father  had. 
Jack  Morgan  never  knew  either  Abra- 
ham Kuhn  or  Solomon  Loeb,  and 
Schiff  has  seemed  an  old  man  for  as 
long  as  he  can  remember.  Old  and,  of 
course,  Jewish — although  there  is  no 
reason  to  think  Jack  Morgan  is  more 
narrow-minded  than  was  his  father, 
or  any  other  member  of  the  Union 
League  Club,  that  bastion  of  Chris- 
tian principle  that  boasted  Jesse  Selig- 
man,  a  Jew,  among  its  founding  mem- 
bers, and  then  broke  his  heart  by 
blackballing  his  son. 

No,  anti-Semitism  is  not  the  issue 
here.  Jack  Morgan's  present  demean- 
or, a  reserve  bordering  on  hostility, 
stems  from  the  widely  held  belief  on 
Wall  Street  that  because  of  its  long 
connection  with  Germany,  and  be- 
cause Schiff  has  openly  advocated  a 
negotiated  peace,  Kuhn,  Loeb  sup- 
ports the  German  side  in  the  war. 

A  secretary  precedes  Schiff  upstairs 
to  the  austerely  elegant  partners' 
room  and  announces  him.  Jack  Mor- 
gan stiffens.  He  stands  tall  and  prepos- 
sessing, flanked  by  his  associates. 
Schiff  is  shrunken  and  alone.  This 
morning  he  appears  more  than  ever  a 
figure  of  the  past — a  past  he  shared 
with  Pierpont  Morgan,  but  which 
suddenly  seems  a  very  distant  past. 

In  their  prime  they  were  the  titans 
of  Wall  Street — Pierpont  Morgan  on 
the  gentile  side,  and  Jacob  Schiff  on 
the  Jewish.  Morgan,  a  tall  man  with 
dark  eyes  and  an  astonishingly  bul- 
bous nose,  had  inherited  his  firm. 
Schiff  married  into  his.  At  age  18, 
only  5-foot-2  but  with  towering  ambi- 


he  day  the  fish  sang  "Annie  Laurie  " 


lie  20th  century  was  still  young. 
It  the  scientists  and  engineers  of 
jiat  is  now  Raytheon's  Submarine 
imal  Division  were  already  dis- 
i  vering  the  fundamentals  of 
nderwater  sound  technology. 

Question:  How  could  the 
iiman  voice  travel  through  water? 
jie  long  search  for  an  answer  was 
jice  enlivened  when  an  engineer 
ded  100  goldfish  to  a  transmitter- 
i  uipped  tank.  When  he  sang  into 
e  apparatus,  the  fish  themselves 
ismed  to  croon  "Annie  Laurie" 

No  one  laughed  harder  than 
jofessor  Reginald  Fessenden,  the 
loup's  guiding  genius.  Yet  no  one 
:>uld  do  more  to  establish  the  basic 
inciples  of  sonar  and  how  they 
»uld  be  applied  to  measure  depth 
id  locate  underwater  objects. 

In  the  years  since,  we  have 
lilt  on  this  base  and  vastly 
panded  our  knowledge  of  under- 


water acoustics.  Today  you'll  find 
Raytheon  depth  sounders  on  plea- 
sure boats  and  our  sophisticated 
sonar  systems  on  naval  vessels.  We 
have,  in  fact,  supplied  more  sonar 
systems  for  U.S.  Navy  submarines 
than  any  other  manufacturer. 

The  story  of  the  singing  fish  is 
more  than  amusing.  It  illustrates 
why  we  say:  At  Raytheon,  quality 
starts  with  fundamentals. 

Raytheon  Company,  141  Spring 
Street.  Lexington,  MA  02 173. 
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tion,  Schiff  left  Frankfurt  for  America. 
Although  his  earliest  enterprises 
came  to  little,  he  soon  had  introduc- 
tions to  the  Kuhn,  Loeb  brokerage 
house  and  the  inner  circle  of  German- 
Jewish  families  in  New  York.  That  in 
turn  led  to  the  hand  of  Solomon 
Loeb's  daughter  Therese  and  a  part- 
nership in  the  firm.  "Inbreeding," 
scoffed  Morgan,  but  Kuhn,  Loeb  need- 
ed Schiff  at  least  as  much  as  he  needed 
them.  It  was  Schiff  who  pushed  them 
into  railroads. 

Solomon  Loeb  was  wary  of  rail- 
roads, so  Schiff  inspected  every  mile 
of  track  before  Kuhn,  Loeb  acquired 
its  first — the  Chicago  &.  Northwest- 
ern. Later  he  joined  forces  with  Ed- 
ward H.  Harnman  in  the  Union  Pacif- 
ic, a  troublesome  line  let  go  by  Mor- 
gan, to  his  later  regret.  Morgan  in  turn 
allied  with  James  J.  Hill  on  the  North- 
ern Pacific.  Both  Morgan  and  Schiff 
were  geniuses  at  saving  lines  that 
looked  unsalvageable,  at  shoring  up 
the  foundering,  at  reorganizing  the 
disordered. 

By  the  1880s  Morgan  was  rapidly 
becoming  the  premier  banker  in  the 
country.  If  he  was  first  inclined  to 
look  down  his  nose  at  Schiff,  dismiss- 
ing him  as  "pushy"  and  "small-time," 
he  soon  noted  that  London  bankers 
liked  doing  business  with  him.  Schiff 
was  conscientious.  Morgan  had  to  re- 
assess his  estimate.  When  in  time 
Pierpont  Morgan  recognized  a  peer — 
and  he  recognized  only  one — it  was 
Jacob  Schiff. 

But  except  for  their  association  on 
The  Street,  their  New  Yorks  were  dif- 
ferent worlds.  Morgan's  was  defined 
by  attendance  at  St.  George's  Episco- 
pal, Schiff's  at  Temple  Emanu-El. 
Their  wives  probably  never  met.  It 
would  not  have  occurred  to  Frances 
(Fanny)  Tracy  Morgan  on  Madison 
Avenue  to  visit  Therese  Loeb  Schiff 
on  Fifth,  or  vice  versa,  although  their 
concerns — hiring  good  help,  arranging 
summer  sojourns  north  up  the  Hud- 
son or  south  to  the  Jersey  shore,  bring- 
ing out  their  daughters  into  society — 
were  the  same. 

They  also  unknowingly  shared  a 
less  congenial  position:  that  of  sub- 
missive wife  to  a  husband  who  domi- 
nated the  domestic  scene  as  uncondi- 
tionally as  he  did  the  office.  Morgan 
selected  not  only  all  Fanny's  clothes 
but  baby  Louisa's,  too;  her  crib  stood 
at  his  bedside.  Therese  retreated  up- 
stairs when  Jacob,  prayer  book  in 
hand,  paced  through  the  rooms  recit- 
ing his  daily  prayers. 

In  a  way,  the  barriers  were  less  ra- 
cial or  religious  than  they  were  cul- 
tural— old  Yankee  versus  immigrant 
German.  Morgan,  a  descendant  of 


that  little  band  on  the  Mayflower,  re- 
ferred to  Schiff  not  as  "that  Jew"  but 
"that  foreigner."  Schiff  was  indiffer- 
ent, secure  on  other  grounds.  Schiff 
claimed  he  could  trace  his  ancestry 
back  to  Solomon,  but  he  was  prouder 
of  the  fact  that  his  more  immediate 
forebears  once  had  shared  a  house 
with  the  Meyer  Rothschilds  in  Frank- 
furt's Judengasse. 

The  Loeb  family,  and  in  turn  the 
Schiff s  and  everyone  of  their  "crowd," 
spoke  only  German  at  home  (except 
to  their  Irish  maids),  and  only  German 
with  each  other  when  they  came  to- 
gether, which  was  all  the  time.  Ger- 
man songs  predominated  on  the  mu- 
sic racks,  German  governesses  in  the 
nurseries,  and  vacation  abroad  meant 
taking  the  waters  at  Baden-Baden  or 
Marienbad. 


The  Morgans,  on  the  other  hand, 
were  Anglophiles.  It  was  Junius  Mor- 
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gan,  Pierpont's  father,  who  bought  the 
five-story  Georgian  house  on  the 
south  side  of  Hyde  Park  that  became  a 
second  home  for  four  generations  of 
Morgans.  For  holidays  there  was  Do- 
ver House  in  the  country,  and  the 
continent  generally  meant  Paris  or 
Aix-les-Bains. 

Pierpont  Morgan  was  not  wholly 
unsympathetic  to  German  culture. 
He  had  learned  German  at  school  in 
Switzerland,  and  for  a  year  attended 
the  University  of  Gottingen,  where  he 
divided  his  time  between  the  vast  li- 
braries and  the  local  beer  cellars. 
There  is  no  reason  to  think  that  he 
viewed  Schiff's  speech,  which  never 
lost  its  guttural  quality,  as  unattrac- 
tive. For  his  part,  Schiff  found  his  own 
speech  proper  and  everyone  else's  a 


little  odd.  He  seldom  spoke  of  hi 
friend  President  Charles  Eliot  of  Har| 
vard  without  mentioning  his  "pecuj 
liar  New  England  accent." 

As  for  their  faiths,  different  as  thej 
were,  their  zealous  practice  of  their 
was  the  same.  Both  may  have  glossec 
over  the  Ten  Commandments— 
"Thou  shalt  not  covet  any  thing  thai 
is  thy  neighbor's"  apparently  did  noi 
apply  to  railroads,  and,  to  Morgan  ai 
least,  "Thou  shalt  not  commit  adul 
tery"  did  not  apply  at  all.  But  boti 
kept  the  Sabbath  holy.  When  in  New 
York,  Morgan  never  failed  to  attenc 
St.  George's  Episcopal,  and  regularh, 
handed  over  blank  checks  to  the 
young  pastor  whose  frequently  radical 
causes  he  himself  did  not  support] 
Hymn  singing  was  one  of  his  rnosl) 
cherished  pastimes. 

Schiff's  observance  of  the  Sabbath 
was  even  stricter,  as  Morgan  once  had 
special  reason  to  appreciate.  In  190L 
Schiff,  acting  for  Ned  Harnman,  wag 
party  to  an  attempt  to  buy  a  control-i 
ling  interest  in  Northern  Pacific  from) 
under  the  nose  of  Jim  Hill  and  his; 
banker,  Morgan,  who  was  in  the  south) 
of  France  diverting  himself  with  his) 
mistress.  Kuhn,  Loeb  men  quietly 
purchased  Northern  Pacific  stocijl 
from  wherever  they  could  locate  it. 
The  stock  shot  up  on  the  exchange,! 
outside  speculators  moved  in,  and) 
brokers  began  to  sell  short. 

By  the  time  Hill  got  suspicious,) 
Harriman  and  Schiff  had  almost! 
achieved  their  goal.  Hill's  railroad  andl 
Morgan's  reputation  were  saved  onlyj 
by  the  fact  that  Harnman's  final  order| 
of  40,000  shares  reached  Schiff's  of- 
fice on  a  Saturday.  Business  held  to  a 
six-day  week  and  the  stock  exchange) 
was  open,  but  Schiff,  of  course,  was  at 
synagogue.  A  less  pious  associate  at 
Kuhn,  Loeb  took  the  order,  sped  up-l 
town  to  Temple  Emanu-El  where  he 
hunted  out  Schiff  among  the  breth-i 
ren,  slid  in  beside  him,  and  whispered 
Harnman's  request.  Schiff  never  lift- > 
ed  his  eyes  from  his  prayer  book. 
"Don't  buy,"  he  said.  "I'll  take  the 
responsibility."  By  Monday,  Morgani 
and  his  associates  had  begun  their 
own  desperate  buying,  and  managed 
to  found  up  enough  shares  to  abort 
the  takeover. 

Almost  a  century  later  speculation 
still  prevails  as  to  why  Schiff  let  Mor- 
gan off  the  hook.  Perhaps  Hill,  who 
had  visited  Schiff  the  previous  eve- 
ning, had  convinced  him  that  there 
were  acceptable  alternatives  he  could 
offer  Harriman.  Or  it  may  be  that 
Schiff,  realizing  that  those  brokers 
who  were  selling  short  would  not  be 
able  to  cover  themselves,  disliked 
feeling  responsible.  Or  perhaps,  as  he 
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Make  it  right  then  and 
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And  that  goes  for  whom- 
ever you're  doing  business  with, 
wherever  they're  located  in  the 
IS.  A.  or  internationally. 

Memos,  legal  contracts, 
harts,  graphics,  photographs, 
.'Stimates,  invoices;  anything  you 
an  put  on  a  flat  piece  of  paper. 
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So  any  business  of  any  kind 
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what  they  get.  And  vice  versa. 

Any  change  or  alterations 
you  want  to  make  can  be  nego- 
tiated while  you're  talking  and 
written  confirmation  can  be 
faxed  on  the  spot. 

The  AT&T  351 0D  fax  machine 
is  also  extremely  compact- 
about  the  size  of  a  standard 
typewriter.  So  it  can  fit  on  top  of 
any  desk. 

You  don't  have  to  be  an 
expert  to  use  the  AT&T  351 0D 
fax  machine  either.  All  you  have 
to  know  is  how  to  push  a  button. 

For  all  the  hard  facts  about 
faxing  over  long  distance,  talk  with 
your  account  executive  at  AT&T 
or  one  of  our  sales  specialists  at 
1  800  222-0400.  Or  for  more 
specific  information  on  the 
AT&T  3510D  fax  machine,  call 
1  800  247-1212,  Ext.  376. 
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sat  in  Temple  Emanu-El  chanting  hi 
prayers,  the  proscription  agains 
working  on  the  Sabbath  loomed  larg 
before  his  eyes,  and  the  thought  c 
having  both  God  and  Morgan  agains 
him  was  too  much. 

The  episode  of  the  Northern  Pacii 
ic,  which  resulted  in  a  serious  (if  brie] 
panic,  raised  Schiff  to  Morgan's  plan 
of  dastardliness  in  the  eyes  of  thosj 
Americans  inclined  to  blame  Wal 
Street  for  all  their  economic  woes 
Schiff  regretted  the  notoriety.  Still,  h 
had  matched  Morgan  as  a  financia 
strategist  and  knew  that  Morgail 
knew  it,  which  was  delicious  to  con 
template  but  also  disquieting.  H 
promptly  sat  down  and  wrote  Morgail 
an  extraordinary  letter,  only  partiall 
ironic,  in  which  he  denied  any  antago 
nism,  offered  his  aid  "in  maintaimnj 
your  personal  prestige,  so  well  del 


In  their  prime  they 
were  the  titans  of  Wall 
Street.  Both  made 
their  fortunes  in 
railroads,  and  when 
Morgan  recognized  a 

pee  r — and  he 
recognized  only  one — 
it  was  Schiff. 


served,"  and  concluded  with  his  hope 
that  the  remainder  of  Morgan's  holi 
day  would  not  be  "interrupted  by  an) 
unsatisfactory  events."  The  letter- 
half  apology,  half  request  for  reassur 
ance,  written  by  one  who  could  have 
won  the  hand  if  he  had  chosen  to-^ 
may  provide  a  clue  to  the  reason,  l4 
years  later,  Schiff  felt  it  necessary  tc 
apologize  for  an  act  he  again  felt  he 
might  somehow  be  blamed  for,  and  tc 
seek  reassurance  from  Morgan. 

In  1901  the  elder  Morgan  acceptec 
Schiff's  conciliatory  letter  with  his 
usual  dour  grace,  but  by  1915  othei 
dynamics  are  at  work.  Jack  Morgan, 
now  in  charge  at  23  Wall,  has  been 
more  tenderly  raised  than  his  father 
He  is  less  worldly  (less  acquisitive, 
more  conjugally  faithful),  but  at  the 
same  time  less  religious — unlikely  tc 
think  of  Schiff  in  terms  of  an  Old 
Testament  version  of  his  father, 
may  rankle  him  that  Schiff  ever  got 
the  better  of  his  father,  or  instead — 
living  in  his  father's  shadow  as  he 
does — he  may  simply  resent  Schiff  for 
having  shared  in  a  prestige  he  himself 
has  not  attained. 

Now,  on  this  May  morning,  Schiff 
stands  before  Morgan,  with  his  white 
beard  and  his  stark  blue  eyes,  deplor- 
ing in  his  thick  German  accent  the 
loss  of  the  Lusitania,  "this  most  unfor- 
tunate outrage."  It  would  have  been 
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GETTING  TO  THE  TOP  IS 
DIFFICULT  ENOUGH. 

tOU  SHOULDN'T  HA/E  TO  DRAG 
SOME  BANK  UP  WITH  YOU. 


Loyalty  to  a  bank,  like  everything  else,  can  be  earned  to  excess. 

If  you  are  finding  it  more  and  more  difficult  to  get  the  level  of  service,  the  level  of 
credit,  the  investment  expertise,  indeed  the  simple  understanding  a  person  with  your 
financial  profile  so  obviously  requires,  then  maybe  it's  time  to  unburden  yourself  to  a  Cus- 
tom Banker  at  The  Bank  of  New  York. 

You  may  already  be  aware  of  our 
Custom  Bankers'  long-standing  reputa- 
tion for  offering  more  personal  attention, 
more  informed  advice  and  quicker  re- 
sponse to  requests  than  their  counterparts 
at  other  banks. 

Well,  there  are  reasons  for  that. 

lb  begin  with,  no  Custom  Banker 
has  all  that  many  customers.  So  he  or  she 
can  devote  more  time  and  attention  to 
each  individual. 

Then  there's  The  Bank  of  New 
York  itself.  Where  your  Custom  Banker 
can  tap  sources  of  expertise  in  credit,  in- 
vestment, tax-related  instruments,  and 
trusts  and  estates  with  less  red  tape  and 
far  more  speed  than  you'd  ever  expect  to 
find  in  the  gigantic  banks. 

For  example,  the  credit  arrange- 
ments your  Custom  Banker  can  work  out 
for  you  may  include  the  establishment  of 
an  unsecured  credit  line  of  $50,000  to 
$1  million  or  more.  Or  you  can  establish 
a  secured  credit  line  of  up  to  80%  of  the 
market  value  of  your  investment  portfolio. 

To  find  out  more  about  Custom 
Banking,  and  the  host  of  money  manage- 
ment burdens  it  can  get  off  your  back,  call 
Nancy  j.Sidel  CUSTOM 
Vice  President,  Cus-     r>  »  XTT^rxTP1 
torn  Banking  Division,  '  >i  \.N  t\ll\V  I 

at  212-5364603.  THE 

BANK  OF 
NEW 

YORK  MFMRFR  FDIC 


E         T        A         I         L  S 


"...  a  ( 'ertain  aura  ( )f  versailles . . . 
John's  Island  is  impressive  down  to  the 

LAST  DETAIL . . .  '.'  boston  globe 

"J(  )I LN'S  ISLANI )  ( )FFERS  A  OILDED  REFUGE 
T< )  S(  (ME  OF  THE  M<  )ST  IMP(  )RTANT  PEOPLE 
INCORPORATE  AMERICA,  POLITICS,  AND 

INDUSTRY . . ."  MIAMI  HERALD 

WE  INVITE  YOUR  FURTHER  INQUIRY  WHEN 
THE  PRC )PER  TIME  PRESENTS  ITSELF  T( )  BE(  UN 
YOUR  SEARCH  FOR  A  FMRIDA  RESIDENCE  OR 
VACATION  HOME. 


johnsisland 


Established  1969 
Island  ♦  Vero  Beach,  Florida  329G3  ♦  305  231-0900 


well  for  Morgan  to  recall  his  own  fath- 
er's relations  with  the  Kaiser:  Only 
four  years  have  passed  since  old  Pier- 
pont  visited  Wilhelm  at  Kiel,  ex- 
changed presents,  and  was  decorated 
with  the  order  of  the  Red  Eagle.  But 
Jack  Morgan  does  not,  or  does  not 
choose  to,  remember  the  Red  Eagle. 
He  stares  at  Schiff,  mutters  an  abrupt 
reply,  and  turns  his  back.  The  silence 
is  deafening — a  brutal  snub.  There  is 
nothing  for  Schiff  to  do  but  retreat. 

As  the  door  closes  behind  Schiff, 
Morgan  is  already  half-regretting  his 
action.  Kuhn,  Loeb  was  on  the  stock 
exchange  before  Morgan  &  Co.,  and 
Schiff  is  its  patriarch,  the  only  man 
his  father  called  equal.  "I  suppose," 
says  Morgan,  "that  I  went  a  little  far.  I 
suppose  I  ought  to  apologize."  The 
silence  lengthens.  The  partners  shift 
uneasily.  Finally  Dwight  Morrow,  the 


Schiff  quietly  began 
buying  shares  of  the 
Northern  Pacific 
railroad.  But  the 
final  buy  order  was 
broughtfor  Schiffs 
approval  as  he  recited 
his  prayers. 


most  recent  addition  to  the  firm,  a 
lawyer  rather  than  a  banker  and  phys- 
ically close  to  Schiff  in  stature,  breaks! 
the  spell.  Morrow  is  the  son  of  a  Pres- 
byterian elder;  before  he  was  6  years 
old  he  had  to  memorize  all  107  ques- 
tions and  answers  of  the  Shorter  Pres-< 
byterian  Catechism.  Acting  on  im-t 
pulse,  Morrow  reaches  for  a  writing 
pad  and  jots  down  the  words  "Not  fori 
thy  sake,  but  for  thy  name's  sake,  Ol 
House  of  Israel!"  He  tears  off  the! 
sheet  and  passes  it  to  Morgan.  The 
quote — which  Morgan  may  or  may} 
not  recognize — is  an  approximation  oi 
chapter  36,  verse  22,  of  the  Book  of) 
Ezekiel:  "I  do  not  this  for  your  sakes, 
O  house  of  Israel,  but  for  mine  holy 
name's  sake." 

Now  if  you,  dear  reader,  find  Mor- 
row's choice  of  Scripture  only  dimly 
connected,  if  not  utterly  irrelevant,  to 
what  has  occurred,  you  are  not  alone. 
Others,  too,  are  baffled.  Whatever 
does  it  mean  to  Morrow?  More  to  the 
point,  what  does  Morrow  hope  it  will 
mean  to  Morgan?  We  will  never  know 
whether  Morgan  actually  makes  the 
intended  connection,  or  whether 
(having  by  now  decided  that  an  imme- 
diate apology  is  imperative)  he  merely 
pretends  to  do  so.  All  we  know  is  that 
Jack  Morgan  reads  the  words,  nods  in 
agreement,  picks  up  his  hat,  and  sets 
off  down  The  Street  in  the  direction  ol 
Kuhn,  Loeb.  ■ 


FITS  IN  FRONT.  FITS  IN  BACK. 

A  sign  in  a  tailor's  shop  read:  "It's  easy 
to  tell  when  you've  found  a  bargain.  It 
doesn't  fit"  The  same  sign  could  hang  in 
many  an  office  -  right  next  to  the 
computer. 

TRW  systems  engineers  came  up  with  a 
simple  idea  that  tailors  have  always  used. 
They  have  a  series  of  "fittings"  Before 
any  detail  work  is  started  on  a  system, 
the  user  tries  out  a  prototype.  Does  it 
present  the  data  needed?  Does  it  solve 
the  problem?  Throughout  the  develop- 
ment process  the  user  is  involved.  So 
even  before  the  system  is  built,  everyone 
knows  it  will  fit  just  the  way  it's  supposed 
to.  And  that's  the  only  real  bargain. 

Tomorrow  is  taking  shape  at  a  company 
called  TRW. 


A  Hnmnanv  Hailed  TRW 


That  air  of  timelessness  one  de- 
tects at  Philadelphia  s  Merion 
Cricket  Club  is  no  illusion. 


"What  has 
changed 
since  '28?" 

"Nothing." 


By  Edward  F.  Cone 


In  Boston,"  said  Mark  Twain, 
"they  ask,  'How  much  does  he 
know?'  In  New  York,  'How  much 
is  he  worth?'  In  Philadelphia, 
'Who  were  his  parents?'  " 
More  than  a  quarter-century 
before  Samuel  Clemens  wrote  those  words,  a  small  band  of 
Philadelphia  gentlemen  founded  a  club  for  the  purpose  of 
playing  cricket.  As  the  years  passed,  the  club  grew  in 
membership  and  stature  until,  by  the  turn  of  the  century, 
when  Clemens  passed  his  judgment,  it  had  become  a  quite 
large  and  serious  endeavor. 

The  massive  clubhouse,  designed  by  Frank  Furness, 
stood  above  the  sweeping  lawn  where  white-clad  players 
served  and  volleyed;  tennis  had  been  popular  at  Merion  for 
20  years.  The  membership  had  swollen  to  over  a  thousand, 
and  already  it  was  becoming  difficult  to  gain  entry  to  this 
haven.  Difficult  unless,  of  course,  one's  father  had  been  a 
member.  Then  things  were  not  so  hard  at  all. 

The  Merion  Cricket  Club  today  is  much  as  it  was  in 
1900.  The  club  is  still  seated  on  the  Main  Line  in 
Haverford.  The  Furness  clubhouse  still  stands  like  a 
natural  feature  of  the  landscape,  an  outcropping  of  red 
rock  exempted  by  a  higher  power  from  the  workings  of 
time.  Like  the  Bryn  Mawr  Presbyterian  Church  beyond 
it  on  Montgomery  Avenue  and  the  Baldwin  School  still 
further  down  the  road,  it  seems  supernally  secure, 
ordained  not  to  change. 

The  membership  of  Merion  Cricket  has  certainly  not 
changed.  Tradition  is  the  hallmark  of  the  club,  and  few  who 
belong  would  want  things  different.  Many  families  are  into 
the  fourth  or  fifth  generation  at  Merion.  Perhaps  80%  of  the 
membership  is  of  White  Anglo-Saxon  Protestant  descent. 


The  Merion  Cricket  Club  in  1930  (top)  and  1986 
The  ivy  walls  are  gone  but  tennis  players  still  wear 


E.  Digby  Baltzcll,  the  University  of  Pennsylvania  sociolo- 
gist who  coined  the  term  Wasp,  says  of  them,  simply, 
"People  still  want  to  be  among  their  own  kind."  Baltzell 
says  the  members  of  Merion  conform  less  to  his  definition 
of  aristocracy  than  to  his  notion  of  caste — a  closed  group, 
satisfied  with  its  composition  and  essence.  Merion. 

It  is  a  social  club.  Heirs  of  prominent  Philadelphia 
families,  members  of  The  Forbes  Four  Hundred,  Episcopa- 
lians whose  dour  Quaker  grandfathers  would  spin  in  their 
graves — they  sit  in  the  bar  at  their  tables  (there  are  no 
barstools),  sipping  their  Dewars  and  sodas  and  gin  and 
tonics.  No  Chivas?  "Not  here,"  says  John  the  bartender. 
"They  don't  need  to  impress  anyone."  The  house  gin  is  an 
off  brand,  94  proof.  Ties  must  be  worn  in  the  dining  room. 
Even  the  informal  grill  uses  cloth  napkins. 

Merion  now  has  almost  3,500  members,  an  alltime  high. 
"There  was  some  drop-off,  a  slight  decline  at  the  club  in 
the  Seventies,"  admits  club  President  J.  Thomas  Ligget  Jr. 
"But  that  is  well  behind  us 
now."  Tea  dances  are  popu- 
lar once  more,  and  mem- 
bers' children  attend  dance 
classes  again.  Ladies'  bridge 
is  still  played  on  Tuesdays, 
and  the  New  Year's  Open 
House  draws  over  a  thou- 
sand. 

Not  all  of  them  are  ac- 
tive members.  Many 
live  too  far  from  Philadel- 
phia to  think  of  using  the 
grounds,  but  maintaining 
this  connection  with  home 
is  worth  a  few  thousand 
dollars  a  year.  There  is  a 
daunting  four-year  waiting 
list  for  membership — un- 
less one's  father  belonged. 
Of  course,  only  one's  father 
could  belong,  as  women  are 
not  allowed  to  be  full  mem- 
bers. "They  don't  want  it," 
sniffs  one  old  gentleman. 
"Why  should  they?"  Each 
year  in  February  the  men 
close  the  club  and  hold 
their  annual  dinner.  They 
dine,  in  black  tie,  and  dis- 
cuss club  matters.  Then 
they  have  another  drink  and  indulge  in  the  gambling 
games  set  up  downstairs  for  this  one  night  of  stag  revelry. 

Business  is  not  conducted  at  Merion.  Of  course,  it  may 
be  easier  to  deal  with  a  man  when  you  know  him  from  the 
squash  courts  or  as  a  dinner  partner,  but  no  papers  are 
shuffled  or  deals  made  inside.  It  is  a  place  to  escape  the 
world,  an  adult  haven  where  the  children  are  well-man- 
nered (there  is  no  swimming  pool,  nor  will  there  be)  and 
the  help  polite.  Often  the  employees'  families,  too,  have 
been  associated  with  the  club  for  generations.  And,  ineluc- 
tably,  it  is  an  athletic  club,  where  the  scions  of  Main  Line 
families  can  engage  in  the  sweaty  diversions  that  help 
define  their  caste. 

Cricket,  which  declined  in  the  first  part  of  this  century, 
was  revived  in  the  Thirties,  and  several  matches  are  played 
each  year.  The  club's  first  match  was  against  a  team  from 
Haverford  College  in  1866.  The  intervening  120  years  have 
seen  opponents  from  Cambridge  University  and  Marley- 
bone  Cricket  Club,  teams  with  competitors  such  as  Lord 
Hawke  and  Prince  Ranjitsinhji,  playing  a  succession  of 


The  Merion  Cricket  Club  dining  room 
In  a  century  of  change,  casual  elegance  persists. 


men,  father  to  son,  from  the  Merion  club. 

Golf  came  and  went  at  the  club.  What  is  now  the  Merion 
Golf  Club  was  once  part  of  Merion  Cricket,  but  by  the 
Forties  the  sport  had  become  too  demanding  in  its  needs 
for  space  and  supporting  dues-payers  for  the  more  tradi- 
tional members'  liking.  The  memories  of  Bobby  Jones 
famed  run  at  the  U.S.  Open  in  1930  are  no  longer  among 
the  memories  enshrined  at  Merion  Cricket.  They  have 
been  relegated  to  another  place. 

Most  of  today's  athletic  memories  center  on  racket 
sports.  Squash,  popular  for  generations,  is  perhaps  the 
most  vital  game  today,  with  several  active  champions  as 
members.  The  tennis  players  still  wear  white  at  Merion 
Trim  is  permitted  "in  moderation,"  and  one  may  appear  in 
a  colored  warm-up  suit — but  only  from  mid-September  to 
mid-May.  Small,  discreet  commercial  logos  are  permitted. 
Slogans  and  advertisements  are  not.  Should  you  appear 
without  whites,  you  will  be  invited  into  the  pro  shop  to 

purchase  them. 

Great  players  have  come 
and  gone  at  Merion,  playing, 
the  tournaments,  enriching] 
the  tradition.  Their  names  t 
roll  down  the  plaques  on| 
the  clubhouse  walls — Til- 
den,  Seixas,  Laver,  Trabert, 
Ralston,  Moffitt.  "My  fa- 
ther won  the  Pennsylvania 
Lawn  Tennis  Champion- 
ship right  there,"  says  Wil- 
liam J.  Clothier  II,  pointing 
to  the  great  lawn  with  its  46 
grass  courts,  half  of  which 
are  in  play  on  any  given 
day.  Clothier  senior,  whose 
father,  Isaac,  founded  the 
Strawbridge  &  Clothier 
stores,  had  his  first  triumph 
at  Merion  in  1900;  his  last 
came  in  1906.  His  son  Bill, 
now  70,  ran  the  club  tour- 
naments for  years,  starting 
in  1948.  Handsome,  patri- 
cian, he  can  no  longer  play 
tennis  because  of  a  bad 
knee.  Still,  he  remembers 
the  great  matches  fondly 
and  rues  their  demise  at  the 
hands  of  big-money,  open 
tennis.  The  last  big  tourney  at  Merion,  won  by  19-year-old 
John  Lloyd,  was  in  1974.  "I  especially  miss  knowing  the 
players,"  says  Clothier.  "Of  course,"  he  adds,  "we  were 
very  careful  about  the  players  we  accepted." 

Outside  the  club,  things  have  changed  quite  a  bit.  Phila- 
delphia's first  Democratic  mayor  in  100  years  was  elected 
in  1952,  and  there  hasn't  been  a  Republican  in  that  office 
since.  Downtown  has  been  virtually  rebuilt  in  the  past 
generation.  Pockets  of  the  Main  Line  have  faded,  actually 
become  run  down.  Just  this  year  the  Union  League  has 
begun  admitting  women.  Other  clubs  have  come  and  gone, 
relocated,  broadened  membership. 

Merion,  surrounded  by  its  stone  wall  and  private  lanes 
through  17  Presidents,  five  wars  and  the  Great  Depres- 
sion, seems  immutable.  Mr.  Clothier,  admiring  the  tro- 
phies and  faded  photographs  that  document  the  club  in 
his  youth,  is  asked:  Aside  from  open  tennis  and  the  end 
of  golf,  what  has  changed  since  he  joined  the  club  in 
1928?  He  turns  away  briefly  from  the  memorabilia  to 
reply:  "Nothing."  ■ 
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jPfr^K  new  brks/clutch/tires,  sunrf, 
Blaupunkt  Berlin  stereo  cass,  al- 
loys, alarm,  Ithr,  r^r  nrds,  48K 
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*cats,  Blaupunkt  am/fm  clss  ste- 
reo, cruise  Ctrl,  air,  28,000  mt_, 
500.  After 


Our  car  stereos  are  so  remarkable  you 
read  about  them  in  the  paper  every  day 


If  you  want  to  know  what  people  think  of 
car  stereo  systems,  check  the  auto  classifieds.  Very 
rarely  do  people  list  a  stereo  system  as  a  reason 
to  buy  their  car.  Unless  it's  a  Blaupunkt.  The  car 
stereo  systems  built  by  Bosch. 

50  Years  of  Firsts. 

Blaupunkts  have  a  reputation  for  being 
among  the  finest  in  the  world.  And  with  good 
reason.  They  were  the  first  to  bring  FM  stereo 
and  a  fully  electronic  entertainment  system  into 
the  automobile. 

Now  Blaupunkt  owners  in  several  American 
cities  are  being  introduced  to  ARI— our  exclusive 
traffic  information  system  that  speeds  driving  by 
automatically  interrupting  a  car's  radio  or  cassette 
player  to  give  important  traffic,  road  and  weather 
conditions. 

But  through  all  these  innovations,  we've 
never  forgotten  that  people  want  one  fundamental 
thing  from  a  car  stereo:  the  best  sound  possible. 

So  every  one  of  the  car  stereos  we  design  pro- 

O*  ©  BLAUPUNKT 

H  ademarks  of  Blaupunkt-Werke  GmbH-Bosch  Group. 


vides  no  less  than  optimum  sound  performance. 
No  matter  how  basic  or  how  elaborate  the  model. 

That  Same  Design  Philosophy 
Applies  To  Everything  We  Make. 

Bosch  anti-lock  brakes  are  engineered  to 
simply  stop  cars  better.  Our  fuel  injection  system 
helps  cars  go  farther,  faster  and  on  less  fuel  than 
ever  before. 

Outside  the  automotive  industry,  Bosch 
expertise  is  at  work  designing  and  manufacturing 
automation  systems,  packaging  machinery,  TV 
studio  and  video  graphics  equipment,  power 
tools,  home  appliances  and  medical  equipment. 

As  a  result,  we're  an  international  corporation 
with  manufacturing  facilities  in  18  countries.  And 
nath  sales  and  service  in  139. 

But  more  important  are  147,000  Bosch  people 
—9000  in  R&D  alone  — who  are  capable  of  finding 
the  right  answer  to  the  toughest  challenges. 
Including  yours. 


BOSCH 

Bringing  high  technology  down  to  earth. 


low  long  does  great  wealth  endure?  Not  very  long,  surely,  if 
brough  greed  and  ignorance  the  roots  of  wealth  are  cut  away. 


The  desert  makers 


By  Laurie  Root 
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n  1870  Peter  Herdic  was  on  top 
of  the  world.  He  was  mayor  of 
Williamsport,    Pa.,  America's 
filiost  solidly  based  boomtown,  a 
■town  whose  population  had  tri- 
llled  in  ten  years.  Herdic  owned 
I  he  business  responsible  for  its 
Ijihenomenal   growth.   He  also 
Jjwned  the  city's  best  and  largest 
juotel  and  much  of  its  real  es- 
j .  ate.  For  a  hobby  he  built 
ichurches. 

Williamsport,  a  quiet,  isolat- 
ed central  Pennsylvania  town 
(lucked    away    by    the  west 
branch  of  the  Susquehanna  Riv- 
ier  and  surrounded  by  virgin  for- 
est, was,  in  Herdic 's  heyday, 
ightly  called  the  "city  of  mil- 
lionaires." It  boasted  more  mil- 
lionaires per  capita  than  any  other 
Jpity  in  the  world— 18  out  of  19,000 
citizens,   in   1880.   And  reputedly 
more  millionaires  resided  on  the 
'town's  West  Fourth  Street  than 
;any  other  street  in  the  world. 

Such  prosperity  rested  on  a  more 
jbasic  claim  to  fame,  the  town's  im- 
portance in  the  late  19th  century  as 
the  leading  lumber  producer 
in  the  U.S. — indeed,  as  "lum- 
'ber  capital  of  the  world." 

It  was  an  unlikely  place  for 
Isuch  distinction.  No  deep- 
water  harbor.  No  gateway  to 
|  the  West.  No  transportation 
center.  No  seat  of  power.  To 
this  day  90%  of  the  sur- 
rounding 4,000  square  miles 
is  undeveloped.  Even  Indians 
had  spurned  the  place. 

When  white  settlers  first 
made  their  way  up  the  Sus- 
quehanna in  the  late  18th 
century,  they  were  looking 
for    farmland.    What  they 


Williamsport  magnate  Peter  Herdic 


Peter  Herdic 's  home  on  West  Fourth  Street 
When  you  made  a  buck,  neighbors  had  to  know 
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found  was  poor  soil  on  steep  slopes  at 
high  elevations,  virtually  uninhabited 
wilderness. 

The  one  thing  the  area  had  was 
dense  white  pine  and  hemlock  for- 
ests, forests  with  canopies  so  high 
that  the  trees  rose  more  than  100 
feet  before  bearing  branches.  The 
result  was  straight-grained  wood 
I  virtually  free  of  knots.  In  need  of 
I  money,   and  with   nearly  six 
I  months  to  kill  from  the  end  of 
I  one  growing  season  to  the  start 
|  of  another,  the  few  hardy  set- 
tlers took  to  felling  the  trees. 

Shipbuilders  in  New  York, 
Philadelphia,    Baltimore  and 
Boston  depended  on  the  white 
pine  for  clipper  ships'  masts 
and  spars.  Strong,  versatile  and 
resistant  to  decay,  it  was  also 
popular  for  bridges,  homes  and 
furniture.  Markets  for  William- 
sport's  white  pine  were  found  as  far 
off  as  Europe,  South  and  Central 
America  and  Africa. 

But  the  lumberjacks  couldn't  sup- 
ply sawmills  with  enough  timber  to 
keep  them  running  at  full  capacity. 
During  the  summer  only  certain  spe- 
cies could  be  cut.  In  winter  ice 
blocked  the  logs'  passage 
downstream.  By  mid-century 
the  problem  had  attracted 
the  attention  of  three  imagi- 
native entrepreneurs. 

A  7-mile-long  slack  water 
stretch  of  the  Susquehanna, 
known  as  the  Long  Reach, 
formed  the  town's  southern 
border.  John  Leighton  and 
Major  James  Perkins  of  New 
Hampshire  and  John  DuBois 
of  Williamsport  saw  in  it  the 
answer  to  the  mills'  prob- 
lems. In  1846  they  formed 
the  Susquehanna  Boom  Co. 
By  1851  they  had  completed 
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the  boom,  a  7-mile-long  series  of  400  linked  stone  and 
timber  cribs  set  in  this  safe,  slow-moving  belly  of  the  river 
and  stretching  diagonally  from  shore  to  shore. 

This  floating  fence  could  hold  enough  timber  to  keep  the 
sawmills  busy  long  after  logging  season  ended.  Mills 
sprang  up.  Within  ten  years  they  had  outgrown  the  boom. 

The  company  then  was  sold  to  three  other  Wilhamsport 
businessmen:  Herdic,  Mahlon  Fisher  and  John  Reading. 
They  enlarged  the  boom  until  it  could  hold  300  million 
board  feet  of  lumber.  The  best  sawmill  of  the  day  could  cut 
only  100,000  board  feet  per  week.  Now  mills  were  busy 
day  and  night  year-round,  and  people  in  Williamsport 
suddenly  began  to  get  rich. 

The  rough-and-tumble  logging  camps  and  lumberjacks, 
with  their  frontier  ways,  coexisted  with  the  newly  rich  in 
town,  with  their  aspirations  for  swank.  When  the  latter 
folk  made  a  buck,  they  wanted  their  neighbors  to  know  it. 
Building,  a  natural  interest  for  people  in  lumber  in  any 
case,  inevitably  became  the  way  to  announce  status.  Itha- 
ca, N.Y.  architect  Eber  Culver  created  on  West  Fourth 
Street  a  showcase  of  Victorian  architecture's  excesses.  On 
this  "Millionaires'  Row,"  lumber  magnates  competed 
fiercely  for  the  distinction  of  owning,  maintaining  and 
entertaining  in  the  most  extravagant  and  expensive  home. 
More  than  one  proud  father  gave  a  new  mansion  here  as  a 
wedding  gift  to  beloved  children. 

Outstandingeven  in  this  neighborhood  were  the  homes  of 
boom  barons  Herdic,  Reading  and  Fisher.  Most  ostenta- 
tious of  the  three  was  Fisher's  1867  "Million  Dollar  Man- 
sion," built  by  stonemasons  and  woodcarvers  imported 
from  Europe  at  a  time  when  $5  a  week  was  a  fair  wage.  It  is  a 
massive  stone  villa  complete  with  twin  towers,  balustrades, 
surrounding  statuary,  fountains  and  gazebos. 

In  her  Victorian  villa  down  the  street  from  Fisher,  Anne 
Weightman  Walker  Penfield,  styled  by  the  town  "the 
wealthiest  woman  in  the  world,"  dressed  always  in  the 
latest  Parisian  fashion,  entertained  the  likes  of  Diamond 
Iim  Brady  and  his  friend  Lillian  Russell. 

Five  railroads  served  Williamsport  by  1890,  connecting 
it  to  all  major  cities  in  the  East.  It  was  a  town  of  27,000  by 
this  time,  and  among  the  draws  for  travelers  were  three 
opera  houses,  several  theaters  and  six  luxury  hotels  that 
together  provided  rooms  for  more  than  1,000  guests. 

The  leading  citizen,  lumber  baron,  inventor,  politician, 
developer  and  philanthropist  on  the  scene  was  Peter  Her- 
dic, first  among  the  three  entrepreneurs.  At  one  time  or 
another  he  owned,  at  least  in  part,  nearly  every  major 
business  in  town,  including  several  sawmills,  a  newspa- 
per, the  gasworks,  the  waterworks,  several  banks  and  the 
Herdic  House  hotel. 

When  planning  the  Herdic  House  on  West  Fourth  Street, 
he  charged  the  architect  to  collect  the  finest  materials 
from  around  the  world,  and  hang  the  expense.  In  fact, 
Herdic  forbade  the  architect  to  tell  him  the  cost,  fearing 
that  if  he  knew,  he  would  object.  The  result,  a  rambling 
four-story  brick  monstrosity,  thought  of  as  pretentious 
even  in  Williamsport,  opened  in  1865  and  cost  $225,000. 
With  rooms  for  entertaining  700  guests,  it  featured  a  large 
deer  park  in  front  and,  in  the  rear,  a  private  Pennsylvania 
Railroad  siding. 

In  boomtown  style,  Peter  Herdic  made  and  lost  money 
quickly.  It's  said  that  in  the  first  year  he  owned  the 
Susquehanna  Boom  Co.  he  made  $2  million.  But  whimsies 
and  philanthropic  gestures  like  the  donation  of  800  houses 
to  Williamsport's  working  class  left  Herdic  short  some  $2 
million  when  the  panic  of  1878  hit.  He  lost  everything. 
Before  his  death,  in  1888,  he  would  be  both  wealthy  and 
bankrupt  again. 
Williamsport's  prosperity  peaked  in  the  1880s.  Its  30 
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Williamsport  street  scene  after-  the  flood  of  1889 

After  50  years  of  lumbering,  the  ecosystem  collapsed 


i  iwmills  had  turned  nearly  32  million  logs  into  more  than 
|5  billion  board  feet  of  lumber  by  then,  but  32  million 
bore  logs  were  not  to  be  had.  Trees  were  getting  scarce, 
:id  no  one  was  replanting.  There  was  no  money  in  that, 
first  the  white  pine  was  gone.  The  lumberjacks  turned 
:lien  to  the  hemlock  and  to  hardwoods  like  cherry,  maple 
ijfid  oak  for  furniture  and  home  interiors.  These  trees 
(windled,  too.  Fifty  years  of  lumbering  had  reduced  Wil- 
iamsport's  surrounding  wilderness  to  a  mountainous  des- 
It.  Lumbering  debris — stumps,  branches  and  chips — fu- 
led  forest  fires  that  destroyed  all  the  white  pine  and 
lemlock  seedlings  before  they  could  even  take  root.  The 
fcosystem  collapsed. 

I  In  the  valley  the  Susquehanna  flooded  chronically. 

tripping  the  trees  from  the  steep,  narrow  valley  had  made 
pe  river  treacherous.  Nearly  every  flood  destroyed  the 
loom  and  the  sawmills. 

One  particular  flood  marked  a  turning  point.  The  boom 
vas  full  when  the  Susquehanna  rose  disastrously  in  1889, 

/ashing  away  300  million  feet  of  lumber.  In  the  process, 
'very  sawmill  in  the  valley  was  wiped  out.  In  the  time  it 
ipok  to  rebuild,  the  market  shifted  to  Wisconsin  and 
l/Iichigan.  Williamsport  was  never  again  "lumber  capital 
If  the  world." 

i  Among  those  who  moved  on  were  future  lumber  barons 
Frederick  Weyerhaeuser,  William  E.  Dodge  and  Harry  Mc- 
Cormick.  Others  stayed  on,  but  little  of  the  wealth  en- 
dured. Most  of  the  descendants  of  those  who  had  hit  it  rich 


were  poor  again  within  two  generations. 

In  1894  there  was  another  major  flood.  The  hotel  busi- 
ness died  with  the  turn  of  the  century.  The  Susquehanna 
Boom  Co.  was  dissolved  in  1907,  and  in  1919  the  last  of 
Williamsport's  sawmills  closed.  The  town's  population 
continued  to  fall  until  1940. 

The  "Million  Dollar  Mansion"  was  razed  in  1927  to 
make  way  for  a  YWCA.  Most  of  the  remaining  West 
Fourth  Street  mansions  now  serve  as  apartments  or  pro- 
vide office  space.  Herdic's  own  home,  though,  has  been 
meticulously  restored  by  its  current  owner,  Richard  Lundy 
Jr.,  president  of  Lundy  Construction  Co.  and  a  modern-day 
echo,  faint  but  with  infinitely  surer  taste,  of  Peter  Herdic. 
The  restored  Herdic  house  is  home  to  Williamsport's  best 
restaurant. 

Even  the  Susquehanna  is  gone  from  view,  its  course 
hidden  by  a  levee  built  in  the  1950s  to  end  the  flooding. 
The  Hiawatha,  a  1982  reproduction  of  a  19th-century 
paddle  wheeler  that  ferried  fashionable  excursionists  in 
the  boom  days,  will  take  the  curious  for  rides  up  the  river's 
quiet  west  branch.  The  green,  wooded  banks  are  clear  of 
any  clue  to  the  industry  that  flourished  there  a  century 
ago.  To  the  south  several  stone  piles  break  the  water  at 
intervals,  all  that  survives  of  the  boom. 

In  lieu  of  human  care,  the  forests  have  finally  reseeded 
themselves.  Though  the  white  pine  and  hemlock  are  gone 
forever,  there  is  in  their  stead  one  of  the  world's  largest 
stands  of  red  and  white  oak  and  furniture-grade  cherry.  ■ 
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Leadership  is  the  key  to  the  growth  of 
business-arts  partnerships  in  the  United 
States.  Nearly  20  years  ago,  David 
Rockefeller  kindled  the  pioneering  spirit 
that  fostered  business  interest  in  the 
arts.  His  leadership  led  to  the  creation  of 
the  Business  Committee  for  the  Arts, 
Inc.,  a  national,  not-for-profit  organiza- 
tion of  chairmen,  presidents  and  chief 
executives  committed  to  developing 
partnerships  with  the  arts  and  encour- 
aging new  and  increased  business 
alliances  with  the  arts  throughout  the 
United  States. 

In  1967,  business  alliances  with  the 
arts  in  America  totaled  $22  million. 
In  1985,  this  figure  increased  to  more 
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than  $600  million.  Most  of  these  earl' 
partnerships  were  in  the  form  of  grar 
of  philanthropic  dollars.  Today,  these 
business-arts  alliances  also  include 
imaginative  advertising,  marketing  a 
public  relations  programs  to  help  bot 
large  and  small  companies  across  th 
nation  meet  their  business  objectives 
while  benefiting  the  arts. 

Each  member  of  the  Business  Cor 
mittee  for  the  Arts  has  a  special  per- 
spective on  the  relationship  between 
business  and  the  arts.  The  following 
statements  reflect  the  philosophies  a 
objectives  of  several  business  leader 
who  are  members  of  the  Business 
Committee  for  the  Arts. 


WE  HELP  WE  ARTS  COMMUNICATE. 
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!  The  companies  of  Ameritech  believe  business 
hrives  best  in  an  environment  of  economic  vitality. 
Ve  also  believe  the  visual  and  performing  arts 
idd  an  important  measure  to  this  environment. 

That  is  why  the  Ameritech  Foundation  has 
pent  its  first  two  years  helping  ensure  that  inter- 
lationally  recognized  artistic  organizations  are 
■een,  heard  and  appreciated.  We've  supported  the 
A/ork  of  deserving  cultural  institutions  including 
he  Chicago  Symphony  Orchestra,  the  Lyric  Opera 
3f  Chicago,  and  the  John  F  Kennedy  Center  for 
he  Performing  Arts. 


The  Ameritech  Bell  Companies  of  Illinois, 
Indiana,  Michigan,  Ohio  and  Wisconsin  en- 
joy a  rich  legacy  of  support  to  the  arts.  And 
today  the  Ameritech  Foundation  and  the 
Ameritech  companies,  together,  are  com- 
mitted to  continue  support  of  cultural  in- 
stitutions that  enrich  the  quality  of  all  of 
our  lives. 
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William  L.  Weiss 

Chairman  and  Chief  Executive  Officer/Ameritech 


Ameritech's  commitment  to  the  arts 
stems  from  our  heritage.  We  enjoy  a  rich 
legacy  of  support  for  the  arts  built  over 
many  years  by  our  Bell  companies  in  Illi- 
nois, Indiana,  Michigan,  Ohio  and  Wis- 
consin. We  are  convinced  that  the  arts, 
in  all  forms,  add  an  essential  element 
to  the  quality  of  life.  Artistic  expressions 
measure  and  guarantee  our  freedom 
as  a  people. 

Supporting  the  arts  is  not  only  good 
citizenship,  but  good  business.  When 
business  helps  assure  the  future  of  the 
arts,  it  makes  our  communities  far  better 
places.  And  when  our  communities 
improve,  the  businesses  that  serve 
them  improve  and  benefit  as  well. 

Our  involvement  in  the  arts  also  helps 
us  communicate  that  it  makes  good 
business  sense  to  support  the  arts.  Oth- 
ers who  share  our  conviction  include 
many  customer  decision-makers  and 
opinion  leaders  in  the  financial  and  pub- 
lic policy  areas. 

The  Ameritech  Bell  companies'  sup- 
port of  the  arts  usually  is  provided  at  the 
local  level.  The  Ameritech  Foundation, 
which  was  established  in  1984,  comple- 
ments these  efforts  by  supporting  artis- 
tic endeavors  of  regional  or  national 
prominence. 

For  example,  this  year,  the  Ameritech 
Foundation  provided  a  challenge  grant 
to  the  Chicago  Symphony  Orchestra 
that  helped  fund  its  three-week,  15- 
concert  tour  of  the  Far  East.  Such  ef- 
forts are  helping  attract  transpacific 
business  interests  in  our  five-state  oper- 
ating area. 

The  Ameritech  Foundation  also  is 
underwriting  a  series  of  performances 
at  the  John  F.  Kennedy  Center  for  the 
Performing  Arts  in  Washington,  D.C. 
As  part  of  the  Center's  Terrace  Concerts 
program,  the  series  features  outstand- 
ing artists  representing  the  Great  Lakes 
states. 

We  are  proud  to  play  a  part  in  making 
these  artistic  efforts  possible.  We  are 


convinced  it's  good  for  our  communities, 
for  our  society  and  for  the  Ameritech 
companies. 


THE  CHASE  MANHATTAN 
CORPORATION 


WillardC.  Butcher 

Chairman  of  the  Board 

The  Chase  Manhattan  Corporation 


Only  a  handful  of  businesses  were 
supporting  the  arts  in  1958,  when  The 
Chase  Manhattan  Bank  began  its  phil- 
anthropic program.  Over  the  years, 
Chase's  original  two-fold  objective  has 
remained  constant: 

•  To  advance  the  artistic  excellence  of 
major  established  cultural  institutions  as 
well  as  encourage  smaller  organizations 
that  are  so  essential  to  nurturing  the 
creative  process. 

•  To  help  stabilize  and  enrich  the  com- 
munities where  its  employees  and  cust- 
omers live  and  where  it  does  its  business. 

Today,  Chase  has  an  extensive  na- 
tional program  that  provides  substantial 
resources  at  the  community  level,  along 
with  a  program  of  major  support  to  insti- 
tutions located  in  New  York,  home  of  its 
Head  Office. 

This  year  Chase  will  invest  well  over 
$1.5  million-roughly  13%  of  its  total  phil- 
anthropic budget-in  the  arts.  In  New 
York,  this  effort  ranges  from  general 
support  of  Lincoln  Center  for  The 
Performing  Arts  and  The  Metropolitan 
Museum  of  Art  to  a  children's  center 
at  the  South  Street  Seaport  Museum  to 
the  commissioning  of  new  music  for  the 
first  New  York/International  Festival  of 
the  Arts. 

Nationwide  investment  in  the  arts  cov- 
ers a  broad  spectrum,  including  local 
community  groups  as  well  as  institutions 
of  national  stature,  such  as  the  Los 
Angeles  County  Museum  and  the  Balti- 
more Museum  of  Art.  Grants  are  made 
both  for  general  operating  and  special 
purposes:  for  example,  to  mount  the 
Houston  Grand  Opera's  new  production 
of  "Faust"  and  the  opening  weeks  of 
the  San  Francisco  Symphony's  75th 


Anniversary  season. 

In  the  area  of  corporate  art  collectin 
Chase  holds  a  leadership  position. 
Chase's  corporate  art  collection-more 
than  11,500  works-is  on  view  in  some 
350  bank  facilities  worldwide.  Our 
customers  and  employees  are  scatter 
throughout  the  United  States  and  the 
world.  Our  arts  activities  are,  therefore 
international  and  reflect  our  diverse 
operating  interests. 

In  1986,  two  extremely  different 
groups  of  art  were  drawn  from  the  col- 
lection for  museum  exhibitions.  In  the 
first,  at  the  Bruce  Museum  in  Greenwi 
Connecticut,  American  Icons:  Selectio 
from  The  Chase  Manhattan  Collection, 
a  group  of  86  pieces  ranging  from  a  lal 
18th  century  judicial  wig  through  a 
beaded  political  banner  of  the  1920s  to 
Nancy  Burson's  computer-generated 
photographs  of  the  1980s,  illustrated 
Curator  Nancy  Hall-Duncan's  theme: 
"Certain  images  are  distinctly  and  indi 
putably  American. ..and. ..form  an  icor 
ography  of  America."  This  exhibition  v\i 
travel  to  the  Hecksher  Museum  in 
Huntington,  New  York,  and  The  Rober 
son  Center  for  the  Arts  and  Sciences  ii 
Binghamton,  New  York,  after  portions 
it  are  shown  at  the  Chase  SoHo  brand 
in  Manhattan  this  fall. 

The  second,  Selections  from  The  Co 
lection  of  The  Chase  Manhattan  Bank, 
was  shown  at  the  Nassau  County  Mu- 
seum of  Fine  Art  in  Roslyn,  New  York, 
part  of  the  museum's  10th  anniversary 
celebration  this  summer.  The  62  piece 
included  works  by  Jonathan  Borofsky, 
Arch  Connelly,  James  Rosenquist,  Ala 
McCollum,  Julian  Schnabel,  Isaac 
Witkin,  Alice  Aycock,  John  Ahearn,  Tor 
Otterness,  and  Joseph  Beuys-bridgin* 
Chase's  entire  27  years  of  collecting. 
Thomas  Saltzman  and  Joseph  Driscol 
the  museum's  Director  and  Assistant 
Director,  respectively,  worked  with  the 
Chase  staff  on  the  selections. 

Chase  encourages  its  employees  to 
become  involved  with  the  arts  as  boart 
members  and  volunteers.  I  think  it  is  in 
portant  to  set  the  example  so  I  serve  a 
a  director  of  Lincoln  Center  for  the  Per 
forming  Arts,  the  New  York  Zoological 
Society,  and  the  newly-formed  New 
York/International  Festival  of  the  Arts. 
Additionally,  more  than  50  other  emplc 
ees  serve  on  the  boards  of  arts  organi- 
zations located  in  Chase  markets. 
Employees  are  also  encouraged  to 
make  personal  gifts  to  their  favorite 
arts  organizations,  which  Chase  then 
matches  dollar-for-dollar.  This  year 
it  is  expected  that  the  matching  gifts 
program  will  provide  approximately 
$100,000. 

An  outstanding  feature  of  Chase's  ci 
tural  philanthropy,  as  distinct  from  mar 
other  corporations,  is  its  commitment  t 


THE  MICHELANGELO  OF  THE  FUTURE 
COULP  BE  RIGHT  IN  YOUR  0ACKYARP. 


In  the  days  of  Michelangelo,  the  fields,  whether  a  playwright,  a  neighbor- 
world  was  full  of  Sistine  Chapels  to  paint  hood  art  center,  or  an  entire  dance 
and  of  wealthy  patrons,  eager  to  help  a  company. 

struggling  artist.  The  Metropolitan  Life  Foundation 

Today's  artist  isn't  as  lucky.  aids  established  artists  too,  but  our  heart 

So  the  Metropolitan  Life  Foundation  is  with  the  lesser  known. 

has  a  special  mission.  We  encourage  After  all,  even  Michelangelo  started 

promising  unknowns  in  many  creative  somewhere. 


Metropolitan 

Life  Foundation 
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And  that  somebody  is  America's 
corporations. 

As  one  of  the  leading  corporate 
contributors  in  America,  we're  proud  to 
say  that  this  year  we've  increased  our 
contributions  to  the  arts,  education  and 
other  social  programs  by  over  40%. 

But  we  haven't  done  this  out  of 
charity.  We've  done  it  because  it  makes 
good  business  sense. 

At  Chase,  we  believe  we're  in  part- 
nership with  the  communities  we  serve. 

And  by  improving  the  quality  of  life 
in  those  communities,  we  make  them 
better  places  to  bank. 
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smaller,  less  seasoned  groups.  In  New 
York,  for  example,  Chase  conducts  a 
"neighborhood  grants"  program  for 
grassroots  community  groups  as  well  as 
a  "small  grants"  program  for  groups  not 
strictly  neighborhood  in  scope  but  still 
on  a  smaller  scale  than  larger,  better- 
known  institutions.  Similarly,  the 
national  program  directs  substantial 
assistance  to  smaller  local  groups. 


CONTEL  CORPORATION 


Charles  Wohlstetter 

Chairman  of  the  Board/Contel  Corporation 


Is  there  a  place  for  business  in  the  arts? 
Is  it  indeed  an  obligation?  Should  busi- 
ness support  of  the  arts  suggest  that 
corporate  philanthropy  is  a  form  of  be- 
nevolent charity?  Business  leaders  must 
contemplate  these  questions. 

Every  economic  system  fits  into  a 
larger  frame  of  life  and  influences  it. 
Free  markets  lead  to  free  societies  and 
economies.  Authoritarian  governments 
see  authoritarian  approaches  to  eco- 
nomics. If  we  are  serious  about  our  free 
market  system,  we  must  meet  other 
societal  concerns  in  ways  that  are 
compatible  with  free  economics. 

The  free  enterprise  system  is,  in  fact, 
tied  to  the  arts.  One  should  not  differen- 
tiate among  business,  the  wealthy  indi- 
vidual who  makes  money  through  our 
remarkable  system,  or  the  foundations 
that  are  the  result  of  the  bounty  be- 
stowed by  the  generosity  and  social 
conscience  of  the  builders  of  the  great 
industries  of  America. 

Art  and  freedom  are  inseparable. 
Where  the  arts  flourish,  so  does  freedom. 
Where  are  the  Rembrandts  in  the  Soviet 
Union?  What  Cuban  music  is  played 
throughout  the  world?  Solzhenitsyn 
leaves  his  country  for  ours  to  pursue  his 
art.  We  stand  out  starkly  in  the  world. 

There  is  little  understanding  of  the  im- 
portance of  the  arts  in  the  definition  of 
business  positions  in  a  community,  yet 
they  are  a  major  element.  It  is  incum- 
bent on  business  leaders-especially 


those  operating  small  and  medium- 
sized  businesses-to  understand  our 
system,  and  it  is  the  obligation  of  those 
who  prosper  from  it  to  share  it  by  enrich- 
ing the  lives  of  those  around  us. 

We  are  living  in  a  time  when  it  is  not 
enough  for  business'  sole  objective  to 
be  making  money.  They  must  also  be 
community  leaders  who  inspire  in  others 
the  desire  to  make  this  nation  a  better 
place  in  which  to  live.  They  must  help 
bring  to  less  fortunate  people  the  oppor- 
tunity to  enjoy  the  arts.  Something  is  in  it 
for  business  that  goes  beyond  the  mere 
feeling  of  "doing  good."  If  the  walls 
within  an  office  are  enhanced  by  art,  the 
employees  will  find  the  environment  a 
better  place  in  which  to  work  and  they 
will  know  that  the  corporation  is  thinking 
of  them. 

The  funds  given  by,  business  to  the 
arts  are  as  much  a  CEO's  responsibility 
as  is  the  rest  of  the  corporation's  money. 
If  a  CEO  decides  to  assign  corporate 
philanthropy  to  an  individual,  this 
responsibility  must  be  given  to  some- 
one who  knows  the  field  and  can  make 
intelligent  decisions. 

It  is  also  important  that  business 
seeks  advice  from  such  national  organi- 
zations as  the  Business  Committee  for 
the  Arts  and  the  Institute  for  Educational 
Affairs.  These  organizations  are  vital 
outposts  on  the  long  front  that  is  defend- 
ing and  reenervating  the  civilization  that 
gave  birth  to  our  economic  system  as 
well  as  the  many  other  freedoms  we 
enjoy  in  our  great  country. 


®Jo  Ellis  Tracy 


Donald  E.  Petersen 
Chairman/Ford  Motor  Company 


Ford  Motor  Company,  based  in  Dear- 
born, Michigan,  operates  in  more  than 
70  communities  in  the  United  States 
and  has  thousands  of  employees  and 
customers  worldwide.  The  company 
places  special  emphasis  on  providing 
a  stimulating  cultural  environment 
where  Ford  employees  and  customers 
live  and  work. 

For  years,  Ford  has  provided  grass- 
roots support  for  many  arts  organiza- 
tions in  Michigan  and  its  other  location: 
During  1985,  Ford  invested  $2  million  ii 
a  variety  of  arts  organizations,  large  an 
small,  including  public  radio  and  televi- 
sion, symphony  orchestras,  choral 
groups,  dance  companies,  concert 
bands,  museums  and  arts  councils.  In 
November  1985,  the  National  Gallery  oj 
Art  in  Washington,  D.C.  opened  "The 
Treasure  Houses  of  Britain:  Five  Hun- 
dred Years  of  Private  Patronage  and  Ar 
Collecting,"  which  was  sponsored 
by  Ford. 

In  1986,  Ford  is  especially  pleased  to 
be  the  major  corporate  sponsor  of  the 
touring  exhibition:  "Diego  Rivera: 
A  Retrospective."  This  is  the  first  major 
show  of  Rivera's  work  since  the  1930 
exhibition  at  the  Museum  of  Modern  AM 
in  New  York.  Diego  Rivera  and  the  Ford 
Motor  Company  first  came  together  in 
1932  after  Edsel  Ford,  son  of  the  auto 
company's  founder  and  then  becoming 
its  president,  asked  the  Mexican  paintei 
to  create  a  mural  for  The  Detroit  Instituti 
of  Arts  on  behalf  of  the  Detroit  Arts 
Commission. 

For  Ford,  the  arts  are  a  means  of 
communicating  with  its  employees,  its 
national  consumer  base  and  residents 
of  the  communities  in  which  it  operates. 


Science  Will  Shape  The  Future 
Art  Will  Gladden  Its  Soul 


To  build  a  bridge,  to  play  a  fugue,  both  are  art.  Both  science.  Each  shows  a 
different  side  of  people  being  their  very  best 

We  applaud  the  one,  and  just  as  surely,  we  applaud  and  support  the  other. 

For  as  long  as  the  human  mind  and  spirit  are  encouraged  in 
extraordinary  endeavor,  the  world  will  see  progress,  intelligently  planned. 

That  wonder  we  know. . .  as  telesis. 
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METROPOLITAN  LIFE 
INSURANCE  COMPANY 


John  J.  Creedon 

President  and  Chief  Executive  Officer 
Metropolitan  Life  Insurance  Company 

Metropolitan  Life  has  long  tried  to  pro- 
mote creative  excellence  in  the  arts  by 
stimulating  interest  among  new  audi- 
ences and  enhancing  opportunities  for 
artists,  dancers,  actors,  choreographers 
and  musicians. 

In  the  early  1940s,  when  the  great 
American  illustrator,  N.C.  Wyeth,  cre- 
ated murals  for  our  employee  lounge,  we 
brought  enjoyable  art  to  our  employees. 
These  murals  were  N.C.  Wyeth 's  last 
major  commission.  Recognizing  a  new 
interest  in  and  appreciation  of  his  works, 
we  are  now  sharing  these  murals  with 
the  public  as  well  as  our  employees. 

These  extraordinary  works,  which 
depict  life  among  the  Pilgrims  in  the 
Plymouth  colony,  were  recently  removed 
from  our  lounge  walls  and  restored  to 
their  original  beauty.  For  nearly  a  year, 
employees  and  company  visitors  have 
enjoyed  seeing  them  on  exhibit  at  the 
Met  Life  Gallery  in  our  New  York  head- 
quarters. Art  lovers  in  other  communi- 
ties in  other  parts  of  the  country  will  soon 
have  the  same  opportunity  when  the 
Wyeth  exhibit  begins  a  national  tour  next 
January. 

Met  Life's  commitment  to  the  arts  is 
also  strongly  evidenced  by  the  work 
of  the  Metropolitan  Life  Foundation. 
Through  contributions,  we  support  mu- 
seums, symphonies,  operas,  theaters, 
dance  groups,  arts  centers  and  other 
cultural  organizations,  large  and  small, 
across  the  United  States  and  Canada. 

A  recent,  innovative  program  is  our 
Museum  Grants  for  Minority  Visual  Arts. 
Under  this  program  we  make  annual 
grants  of  $100,000  to  support  museum- 


initiated  projects  that  are  designed  to 
build  new  audiences  for  minority  artists- 
Asian-American,  black,  Hispanic  and 
Native  Americans.  This  year,  eight  mu- 
seums and  cultural  centers  received 
grants  for  a  variety  of  projects,  including 
exhibitions,  artists'  residencies,  art  ac- 
quisitions, and  community  outreach. 

Our  involvement  in  dance  also  brings 
pleasure  to  the  company  and  the  public. 
We  have  recently  co-sponsored  an 
international  ballet  competition, 
commissioned  new  works  for  the  Ballet 
Hispanico  and  The  Joffrey  Ballet, 
funded  a  revival  for  the  American  Ballet 
Theatre,  and  provided  underwriting  sup- 
port for  the  Dance  Theatre  of  Harlem. 

In  addition,  through  our  contributions 
to  diverse  organizations,  such  as  Paper 
Bag  Players,  Children's  Art  Carnival, 
the  Harlem  School  of  the  Arts  and  the  Art 
Institute  of  Chicago,  we  have  helped 
introduce  young  people  to  the  arts. 

Through  contributions  and  other  ac- 
tivities, Met  Life  commends  the  artistic 
community  that  contributes  so  much  to 
the  interest  and  vitality  of  our  lives. 


PACIFIC  TELESIS  GROUP 


Virginia  (Mrs.  Ansel)  Adams  and  Donald  E.  Guinn, 

Chairman  and  Chief  Executive  Officer/ 

Pacific  Telesis  Group  at  the  National  Gallery  of  Art. 

One  of  the  strongest  statements  a  cor- 
poration can  make  in  defining  its  culture 
is  its  willingness  to  support  the  larger 
culture;  that  is,  joining  forces  with  the 
arts  and  humanities  that  inspire  our 
lives  and  communities. 

With  the  divestiture  of  the  Bell  Sys- 
tem, we  created  a  new  regional  holding 
company  in  the  West  called  Pacific  Tele- 
sis  Group.  That  gave  us  the  chance 
to  reshape  our  corporate  culture,  partly 
by  reexamining  the  role  of  philanthropy 
in  an  organization  that  had  suddenly 
become  one  of  the  nation's  largest 
corporations. 


cJoEllis1 


Long  a  supporter  of  the  arts  in  Calif 
nia,  we  wanted  to  expand  our  financia 
commitment  and  volunteer  presence 
order  to  play  an  even  more  vital  role  in 
assuring  the  social  and  cultural  health 
our  communities.  Principally  in  Califor- 
nia and  Nevada,  but  also  on  the  natior 
scene,  we  wanted  to  reflect  the  emerg 
ing  role  of  Pacific  Telesis  in  the  growini 
"Information  Age"  arenas  of  the  1980s] 
Let  me  highlight  a  few  examples. 

One  of  our  initial  cultural  projects  as 
an  independent  company  was  the 
acquisition  of  75  museum-quality 
photographs  by  Ansel  Adams,  lifetime 
favorites  of  his,  which  the  artist  person 
ally  selected  and  printed  shortly  before 
his  death.  Last  year,  I  had  the  honor  of 
introducing  these  great  photographs  t« 
the  American  public  at  the  National 
Gallery  of  Art  in  Washington,  D.C.,  the 
first  of  many  exhibits  of  this  collection 
at  museums  throughout  the  country. 

We  also  established  the  Pacific  Tele 
sis  Foundation  to  strengthen  our  com- 
mitment to  projects  serving  our  local 
and  national  communities.  Last  year,  tr 
Foundation  gave  $4  million  to  nearly  5( 
not-for-profit  organizations  in  education 
health  and  human  services,  communit 
projects,  and  the  arts.  By  the  end  of 
1986,  the  Foundation  will  have  provide* 
nearly  $1  million  in  funding  to  arts  and 
cultural  projects  alone. 

The  Foundation  also  helped  under- 
write the  national  debut  of  the  Central 


I    "Fbrd  is  the  only 
American  car  company 
that  gives  you  an 
unlimited  mileage 
warranty  on 
engines,  transmissions 
and  drivetrains 
for  3  years." 

Three  year  unlimited  warranty  covers  major  powertrain  components 
on  1987  Fords  and  Mercurys.  Warranty  is  limited  and  certain  deductibles 
apply.  Lincoln  warranty  differs.  See  your  dealer  for  a  copy. 


That's  what  happens  when 
thousands  of  Ford  employees  are 
committed  to  designing  and  building 
the  highest  quality 
American  cars  and  trucks. 

Based  on  an  average  of  owner- reported  problems  in  the  first  three  months  of  service  of  '86  models, 
and  a  six  month  period  on  '81-'85  models  designed  and  built  in  North  America. 

duality  is  Job  1. 


Fbrd  •  Lincoln  •  Mercury  •  Merkur  •  Fbrd  Trucks  •  Fbrd  Tractors 


ckle  up — Together  we  can  save  lives. 
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Ballet  of  China,  reflecting  the  interna- 
tional scope  of  our  operations,  and  was 
the  sole  sponsor  of  its  performances  in 
California.  This  debut  brought  a  rare 
view  of  the  richness  and  beauty  of  tradi- 
tional Chinese  culture  to  the  American 
people. 

The  word  "telesis"  means  progress, 
intelligently  planned.  It's  more  than  our 
motto;  it  describes  how  we  approach 
every  aspect  of  our  business.  As  a  lead- 
ing provider  of  information  products  and 
services  throughout  the  world,  Pacific 
Telesis  is  dedicated  to  helping  people 
communicate  more  effectively  and 
intelligently. 

Improving  the  quality  of  life  is  what 
Pacific  Telesis  Group  and  the  arts  have  in 
common.  In  the  last  analysis,  we  believe 
the  strengths  and  ongoing  value  of  our 
corporate  culture  reside  in  bringing  peo- 
ple together.  We  do  this  both  through  ad- 
vanced communications  technologies, 
and  by  increased  opportunities  to  expe- 
rience the  multifaceted,  provocative  and 
illuminating  worlds  that  artists  bring  to 
our  lives. 


SARA  LEE  CORPORATION 


John  H.  Bryan,  Jr. 

Chairman  and  Chief  Executive  Officer 
Sara  Lee  Corporation 

Sara  Lee  Corporation's  tradition  of  sup- 
porting the  arts  began  with  our  late 
founder,  Nathan  Cummings.  A  noted 
philanthropist  and  enthusiastic  art  col- 
lector, Nate  Cummings  always  shared 
his  talents  and  resources  beyond  the 
business  world,  and  this  characteristic 
is  an  important  legacy  for  the  people 
of  our  company. 
For  corporate  philanthropy  to  be  most 


Portrait  of  Mme.  Guerin,  an  early  20th 
century  work  by  Edouard  Vuillard,  was  donated 
to  The  Art  Institute  of  Chicago  in  memory 
of  the  company's  founder,  Nathan  Cummings. 


effective,  companies  must  determine 
a  focus  for  their  giving.  The  Sara  Lee 
Foundation,  for  example,  has  estab- 
lished two  primary  areas  of  concentra- 
tion: the  disadvantaged  and  the  arts. 
We  believe  that  funding  vital  community 
social  services  and  cultural  institutions 
need  not  be  an  either/or  proposition. 
By  carefully  administering  our  limited 
philanthropic  resources,  we  are  able 
to  support  both. 

Preserving  and  encouraging  our 
cultural  resources  clearly  enriches  the 
quality  of  the  entire  community.  Directly 
and  indirectly,  everyone  gains.  In  our 
headquarters  city  of  Chicago,  where  we 
concentrate  our  support  of  the  arts,  our 
cultural  institutions  serve  as  the  city's 
cultural  ambassadors.  They  help  project 
Chicago's  image  as  a  world-class  city. 
And  image  is  important-our  arts  organi- 
zations are  assets  that  make  it  easier  for 
us  to  secure  and  retain  employees  and 
for  our  communities  to  attract  new 
businesses  and  new  jobs. 

While  ongoing  corporate  operating 
support  is  vital  to  cultural  institutions,  we 
believe  business  can-and  should-do 
more  to  support  the  arts.  Many  com- 
panies, for  example,  consider  the  cost  of 
sponsoring  sporting  events  to  be  a 
worthwhile  promotional  expense.  At 
Sara  Lee  Corporation,  we  believe  the 
same  business  logic  can  apply  to  spon- 
soring a  theater  opening  or  film  festival. 
That's  why  we  regularly  underwrite  spe- 
cial exhibits,  productions  and  events  of 
cultural  institutions.  Corporations  should 


also  invest  in  the  small,  emerging  art 
organizations  to  encourage  the  inno\ 
tive  spirit  they  bring  to  a  community's 
cultural  scene.  Sara  Lee  Corporation 
specifically  reserves  a  portion  of  its  a 
funding  to  support  these  organization 
in  their  early  years. 

Companies  can  also  support  the  ai 
by  purchasing  and  displaying  the  woi 
of  visual  artists  in  their  offices  and  m< 
ing  places.  No  longer  is  it  rare  for  a  m 
jor  corporation  to  be  an  arts  patron  an 
collector.  It  is  rare  and  perhaps  uniqu 
however,  for  such  a  corporation  to  be 
able  to  define  its  collecting  sphere  asi 
only  those  pieces  of  art  once  owned  t 
its  founder.  Sara  Lee  Corporation  has 
such  a  collection-a  memorial  to  Nath 
Cummings,  comprised  of  selected  pa 
ings  and  sculptures  he  acquired  over 
years.  The  collection  enhances  the  i 
environment  for  our  employees  and 
serves  as  testimony  to  our  commitme 
to  join  the  worlds  of  art  and  business 

Our  creative  resources  remain  impt 
tant  to  any  city,  any  society,  despite  fli 
tuating  economic  and  social  condition 
When  all  else  has  faded  with  time,  art 
tic  expression  continues  as  a  legacy  c 
beauty  and  inspiration  for  those  who 
come  after  us.  Aiding  that  process  is 
among  the  most  worthwhile  contribu 
tions  any  business  can  make. 


If  you  would  like  to  know  more 
about  how  your  business  can  form  an 
alliance  with  the  arts  which  benefits 
both  you  and  the  arts,  contact: 
Business  Committee  for  the  Arts,  Inc. 
1775  Broadway,  New  York, 
New  York  10019,  (212)  664-0600.  □ 


About  the  Works  of  Art 

The  works  of  art  for  this  supple- 
ment are  selections  from  the 
"Exquisite  Visions  on  a  Theme  of 
Balanchine"  collection  by  Jo  Ellis 
Tracy.  The  artist  has  created  a 
series  of  drawings  that  capture 
the  spirit  and  essence  of  the  Baian 
chine  world  of  dance-a  world  of 
the  imaginative,  the  luminous,  the 
austere  and  the  exquisite.  George 
Balanchine's  legendary  contribu- 
tion to  the  New  York  City  Ballet 
and  the  art  world  is  in  itself  a 
prime  example  of  the  value  of 
business  support  of  the  arts. 
Many  of  America's  prestigious 
companies  have  long  played  a  vi- 
tal role  in  helping  to  fund  the  New 
York  City  Ballet. 


j  was  Charles  Tyson  Yerkes,  the  dimly  remembered  streetcar 
ji agnate,  and  not  John  D.  Rockefeller  or  Andrew  Carnegie,  who 
i  ispired  a  major  American  novelist  as  the  model  for  a  major  work. 


Dreiser's  fabulous 
tycoon 


rhe  name  Theodore  Drei- 
ser might  seem  far  re- 
moved from  the  glitter 
and  high  seriousness  that 
we  associate  with  Forbes' 
mual  celebration  of  the  400  richest 
ople  in  America.  But  Dreiser  was 
it  only  the  author  of  those  somber 
iasterpieces  Sister  Carrie  and  An  Amer- 
m  Tragedy.  In  The  Financier  (1912), 
e  Titan  (1914)  and  The  Stoic  (pub- 
tied  posthumously  in  1947),  he  gave 
the  fullest  and  most 
ibitious   treatment  of 
e  career  of  a  business  ty- 
on  that  any  American 
,)velist  yet  has  managed, 
[in  general,  America's 
welists  have  run  away 
)m  business  as  a  subject, 
^reiser  did  not  run.  If  the 
i  oducers   of  Masterpiece 
veatre  ever  want  to  tack- 
li  a  lusty  American  epic, 
I  ey  should  take  a  close 
iok  at  Dreiser's  trilogy — 
ell    over    1,000  pages 
bout   money,   sex  and 
bwer. 

i  Dreiser  was  the  first 
liajor  American  writer 
;  ho  grew  up,  as  one  biog- 
i.pher  has  remarked,  "to- 
lly outside  the  pale  of 
irotestant,  Anglo-Saxon, 
iiddle-class  respectabili- 
k"  The  son  of  a  German- 
mencan  immigrant  and 
woman  of  Pennsylvania 
lerman  descent,  he  was 
orn  in  Terre  Haute,  Ind. 
l  1871,  the  next  to  last  of 
;n  children.  (One  of  the 
thers,  Dreiser's  older 
rother  Paul,  ran  off  with 


By  Peter  Baida 


a  minstrel  troupe,  changed  his  last 
name  to  Dresser,  and  won  modest 
fame  as  the  composer  of  "On  the 
Banks  of  the  Wabash"  and  "My  Gal 
Sal") 

The  family  was  desperately  poor. 
Dreiser  left  home  at  16,  worked  for  a 
while  in  a  warehouse,  spent  one  year 
at  Indiana  University,  worked  as  a 
real  estate  clerk  and  a  collections 
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Theodore 
"Giants 


Dreiser  in  1923,  age  52 

were  plotting,  fighting,  dreaming. 


agent  in  Chicago,  then  worked  as  a 
newspaperman  in  Chicago,  St.  Louis 
and  Pittsburgh.  In  1894  he  moved  to 
New  York  City. 

In  a  volume  of  autobiography  pub- 
lished in  1916,  Dreiser  recalled  the 
mood  of  the  country  in  the  last  de- 
cades of  the  19th  century:  "The  spirit 
of  America  at  that  time  was  so  re- 
markable. It  was  just  entering  on  that 
vast,  splendid,  most  lawless  and  most 
savage  period  in  which  the  great  fi- 
nanciers, now  nearly  all 
dead,  were  plotting  and 
conniving  the  enslave- 
ment of  the  people  and  be- 
laboring each  other  for 
power.  John  D.  Rockefel- 
ler was  still  in  Cleveland. 
Flagler,  William  Rockefel- 
ler, H.H.  Rogers  were  still 
comparatively  young  and 
secret  agents.  Carnegie 
was  still  in  Pittsburgh — 
an  iron  master — and  of  all 
his  brood  of  powerful  chil- 
dren only  Frick  had  ap- 
peared. .  .  .  Giants  were 
plotting,  fighting,  dream- 
ing on  every  hand.  .  .  .  Ac- 
tually, the  average  Ameri- 
can then  believed  that  the 
possession  of  money 
would  certainly  solve  all 
his  earthly  ills.  You  could 
see  it  in  the  faces  of  the 
people,  in  their  step  and 
manner.  Power,  power, 
power — everyone  was 
seeking  power  in  the  land 
of  the  free  and  the  home  of 
the  brave." 

In  the  world  of  ideas,  it 
was  the  age  of  social  Dar- 
winism. "We  have  unmis- 


takablc  proof  that  throughout  all  past 
time,"  the  English  philosopher  Her- 
bert Spencer  wrote,  "there  has  been  a 
ceaseless  devouring  of  the  weak  by 
the  strong."  Looking  at  the  brutal 
scramble  of  life  in  Chicago  in  the 
1890s,  young  Dreiser  saw  no  reason  to 
disagree.  Nor  did  his  contemporary, 
John  D.  Rockefeller  Jr.  "The  growth  of 
a  large  business  is  merely  a  survival  of 
the  fittest,"  he  explained  in  a  speech 
that  won  him  few  friends. 

"The  American  Beauty  rose  can  be 
produced  in  the  splendor  and  fra- 
grance which  bring  cheer  to  its  be- 
holder only  by  sacrific- 
ing the  early  buds  which 
grow  up  around  it.  This 
is  not  an  evil  tendency 
in  business.  It  is  merely 
the  working  out  of  a  law 
of  nature  and  a  law  of 
God." 

In  journalism,  it  was 
the  age  of  the  muck- 
rakers.  Henry  Demarest 
Lloyd  published  his  fam- 
ous expose  of  the  meth- 
ods of  the  Standard  Oil 
Co.  in  the  Atlantic  Month- 
ly in  1881  and  renewed 
the  assault  in  1 894  in  his 
book  Wealth  Against  Com- 
monwealth. Gustavus 
Myers  contributed  his 
History  of  the  Great  Ameri- 
can Fortunes  in  three 
scandal-filled  volumes. 
Between  1902  and  1904, 
like  three  blasts  from  a 
cannon,  came  Ida  M. 
Tarbell's  History  of  the 
Standard  Oil  Company, 
Lincoln  Steffens'  The 
Shame  of  the  Cities,  and 
Thomas  W.  Lawson's 
Frenzied  Finance.  The 
novelist  Frank  Norris  at- 
tacked the  tactics  and 
the  spirit  of  American 
business  in  The  Octopus 
(1901)and72>e/tt{1903), 
while  in  The  Jungle 
(1906)  Upton  Sinclair 
presented  so  vivid  a  de- 
scription of  conditions 
in  Chicago's  meatpack- 
ing industry  that  young 
Winston  Churchill  de- 
clared that  the  book  had 
"disturbed  .  .  .  the  diges- 
tions and  perhaps  the 
consciences  of  man- 
kind," and  the  U.S.  Con- 
gress rushed  to  pass  the 
Pure  Food  and  Drug  Act 
of  1906. 

In  1900  Norris,  who 
would  die  at  32  in  1902 


after  an  appendix  operation,  was 
working  on  staff  at  the  publishing 
house  of  Doubleday,  Page  &  Co.  when 
he  stumbled  upon  a  manuscript  by  an 
unknown  writer  that  struck  him  as  a 
masterpiece.  The  novel  was  Sister  Car- 
rie, and  the  unknown  writer  was 
Theodore  Dreiser. 

Published  in  the  fall  of  1900,  Sister 
Carrie  sold  456  copies,  earned  royal- 
ties of  $68.40,  and  won  its  author  a 
reputation  as  a  "chronicler  of  materi- 
alism in  its  basest  forms."  The  com- 
mercial failure  of  the  novel,  combined 
with  the  hostility  of  the  reviewers,  so 


Charles  Tyson  Yerkes,  Dreiser's  model  for  Frank  Coivperwood, 
and  (below)  his  dining  room  on  Fifth  Avenue  in  New  York 
".  .  .  And  what  lived  on  men?.  .  .  Was  it  other  men?" 


depressed  Dreiser  that  he  failed  t 
complete  another  novel  for  a  decad 
He  found  work  as  a  magazine  edit( 
but  was  forced  out  of  his  well-paid  jo 
when  he  was  caught  making  advance 
toward  the  17-year-old  daughter  of  a 
assistant  editor.  He  returned  to  nov< 
writing,  and  in  the  next  five  yeai 
published  four  big  novels,  includin] 
the  first  two  volumes  of  a  trilog 
based  on  the  buccaneering  career  ( 
the  real-life  financier  and  streetcar  t) 
coon  Charles  Tyson  Yerkes. 

Though  not  as  well  remembered  a 
such  contemporaries  as  Andrew  Ca\ 
negie     and  John 
Rockefeller,  Yerkej 
(1837-1905)  was  one  d 
the    most  flamboyaii 
businessmen  of  his  time 
The  son  of  a  Philade 
phia  banker,  he  made 
fortune  dealing  in  mu| 
nicipal  securities 
Philadelphia      in  hi 
youth;     served  sevel 
months  in  prison  on 
charge  of  "technical  emj 
bezzlement"   after  m 
Chicago  fire  of  1871  trig! 
gered  a  panic  on  th 
Philadelphia  exchangi 
and  he  was  unable  to  de 
liver  money  he  had  re 
ceived  as  the  city's  agen 
in  the  sale  of  municipa 
bonds;  made  a  secom 
fortune     in  Chicago 
where  he  bribed  influen 
tial  politicians  to  gaii 
control    of    the  city 
streetcar    system;  wa 
driven  from  Chicago  b) 
a  combination  of  public 
indignation  and  the  op 
position    of  powerfu 
business  interests,  led  bj| 
Philip  Armour,  that  saw 
him  as  a  threat;  and  fin 
ished  his  career  in  Lon 
don,  angling  for  control 
of  that   city's  subway 
system. 

Two  remarks  by  Yer-i 
kes  have  become  part  ol 
the  lore  of  American 
business  history.  Asked 
why  he  did  not  do  some- 
thing about  overcrowd- 
ing and  long  delays  on) 
his  streetcars  in  Chica- 
go, he  replied,  "It  is  the 
straphangers  that  pay 
the  dividends."  On  an- 
other occasion  he  de- 
clared, "The  secret  of 
success  in  my  business, 
is  to  buy  old  junk,  fix  itl 
up  a  little,  and  unload  it 
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The  reviews  are  in. 
PC  magazine  voted  it  "Editor's 
Choice"  It  won  "Best  Hardware 
of  '85"  in  Family  Computing.  And 
scored  "Excellent  Performer" 
in  PC  Week. 

The  computer  behind  the 
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Leading  Edge  Model  D 
The  company  behind 
the  computer: 
Daewoo, 
icrochipsare  only  one 
of  the  ways  you  can  count 
on  Daewoo.  There  are  micro- 
waves too. 

Add  to  that,  subway  lines 
and  oceanliners.  Compact 
cars  and  compact 
disc  players.  Robotics 
and  aeronautics. 

To  find  out  all  the  ways 
Daewoo  means  business, 
call  212-909-8200. 

Then  try  your  hand  at 
our  computer.  And  see 
what  all  the  applause 
is  about. 
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upon  other  fellows." 

Yerkes  is  best  remembered,  howev- 
er, for  an  act  of  philanthropy.  In  1892, 
unable  to  obtain  the  credit  that  he 
needed  to  finance  his  operations  in 
Chicago,  he  made  an  offer  that  Uni- 
versity of  Chicago  President  William 
Rainey  Harper  couldn't  refuse:  He 
would  give  the  university  $1  million 
to  build  an  astronomical  observatory, 
on  the  condition  that  the  university 
announce  the  gift  immediately,  and 
on  the  further  condition  that  the  uni- 
versity wait  a  few  months  to  receive 
the  money.  The  announcement  was 
made.  Bankers  immediately  conclud- 
ed that  a  man  who  could  give  away  a 
million  dollars  must  be  a  good  credit 
risk.  At  once  Yerkes  could  borrow  as 
much  as  he  pleased.  The  Yerkes  Ob- 
servatory with  its  six-story  telescope 
still  stands  in  the  town  of  Lake  Gene- 
va, Wis.  as  a  monument  to  the  crafty 
benefactor. 

In  its  externals,  the  story  of  Frank 
Cowperwood,  the  hero 
of  Dreiser's  trilogy, 
closely  follows  Yerkes' 
story.  The  maneuvering 
of  Cowperwood  and  his 
rivals  often  is  fascinat- 
ing, and  it  yields  mo- 
ments of  wonderful  dra- 
ma. Dreiser's  examina- 
tion of  financial 
processes  is  as  detailed, 
and  sometimes  as  tech- 
nical, as  the  examina- 
tion of  the  techniques  of 
whaling  in  Moby  Dick. 
But,  as  in  Melville's 
masterpiece,  it's  not  the 
detail  that  matters,  but 
the  portrait  of  the  commanding  cen- 
tral figure.  The  nonfiction  of  the 
muckrakers  had  given  reasonably  ac- 
curate accounts  of  the  making  of  the 
great  American  fortunes.  Dreiser  of- 
fers not  only  the  facts  but  also  an 
account  of  the  inner  life  of  an  Ameri- 
can business  titan. 

It  is  an  inner  life  shaped  by  the 
Darwinist  vision  of  life  as  a  vicious 
struggle.  In  a  famous  passage  at  the 
start  of  The  Financier,  Dreiser  describes 
how  10-year-old  Frank  becomes  fasci- 
nated by  a  fish  tank  in  which  the 
owner  of  a  store  has  placed  a  squid  and 
a  lobster.  Eventually  the  lobster  de- 
vours the  squid.  The  incident  makes  a 
great  impression  on  the  boy,  answer- 
ing "in  a  rough  way  the  riddle  which 
had  been  annoying  him:  'How  is  life 
organized?'  Things  lived  on  each  oth- 
er— that  was  it.  Lobsters  lived  on  squid 
and  other  things.  What  lived  on  lob- 
sters? Men,  of  course!  .  .  .  And  what 
lived  on  men?  .  .  .  Was  it  other 
men?  .  .  .  Sure,  men  lived  on  men." 


The  lesson  is  reinforced  when  Cow- 
perwood begins  to  understand  politics. 
"All  these  city  and  state  officials  spec- 
ulated. They  had  a  habit  of  depositing 
city  and  state  funds  with  certain  bank- 
ers and  brokers  as  authorized  agents  of 
designated  state  depositories.  The 
banks  paid  no  interest — save  to  the 
officials'  personally.  .  .  .  The  bankers 
got  the  free  use  of  the  money  a  part  of 
the  time,  the  brokers  another  part:  The 
officials  made  money,  and  the  brokers 
paid  a  fat  commission.  .  .  .  Cowper- 
wood thought  it  rather  shabby  work  at 
first,  but  many  men  were  rapidly  get- 
ting rich  and  no  one  seemed  to  care. 
The  newspapers  were  always  talking 
about  civic  patriotism  and  pride,  but 
never  a  word  about  these  things.  And 
the  men  who  did  them  were  powerful 
and  respected." 

Cowperwood  resolves  to  do  whatev- 
er he  must  to  become  one  of  America's 
"giants  of  commerce  and  money."  He 
has  the  strength  that  is  needed.  At 
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title  pages  of  Dreiser's  trilog)' 

that  fundamental  reality,  the  role  of 


various  points  in  the  trilogy  he  is  de- 
scribed as  a  man  of  "ease  and  force 
.  .  .  suave,  steady,  incisive,"  a  man 
with  "no  sense  of  fear,"  a  "strange, 
able,  dark,  and  very  forceful  man,"  a 
"smart,  cold,  exact  man"  with  an 
"easy,  commanding  manner,"  a 
"strong,  brilliant,  magnetic"  man,  a 
man  with  "the  heart  of  a  hyena  and  the 
friendliness  of  a  scorpion,"  a  "pirate," 
a  "wolf,"  "a  very  lion  of  a  man." 

In  both  his  personal  and  his  business 
life,  Cowperwood's  motto  is  "I  satisfy 
myself."  In  his  own  scandalous  sexual 
life,  Dreiser  lived  by  the  same  motto, 
and  the  author's  ambivalence  saves 
Cowperwood  from  becoming  a  cartoon 
villain.  Dreiser  is  both  appalled  and 
fascinated  by  Cowperwood's  ruthless- 
ness.  He  admires  the  financier's  ener- 
gy, his  determination,  his  brilliance, 
bis  composure  in  times  of  crisis,  andhis 
contempt  for  social  convention.  "I'm 
doing  tbe  man  as  I  see  him,"  Dreiser 
told  reporters  while  he  was  working  on 
The  Financier,  " .  .  .  and  when  I  get 


through  with  him,  he'll  stand  ther^ 
unidealized  and  uncursed." 

Though  Dreiser's  portrait  of  Cov 
perwood  seems  to  me  the  mo« 
successful  treatment  of  a  certain  typ| 
of  business  tycoon  in  American  fid 
tion,  not  every  reader  shares  my  ei 
thusiasm.  The  case  against  the  novel 
was  made  with  stinging  humor  in  a 
essay  by  Stuart  P.  Sherman  publishe 
in  1915: 

"[Dreiser]  has  just  two  things  t 
tell  us  about  Cowperwood:  that  a 
has  a  rapacious  appetite  for  mone^ 
and  that  he  has  a  rapacious  appetitj 
for  women.  In  Tfje  Financier,  he  'doci 
ments'  these  two  truths  about  Covu 
perwood  in  74  chapters,  in  each  one  ( 
which  he  shows  us  how  this  her 
made  money  or  how  he  captivatel 
women  in  Philadelphia.  Not  satisfiej 
with  the  demonstration,  he  returns  t 
the  same  theses  in  The  Titan,  am 
shows  us  in  62  chapters  how  this  her! 
made  money  or  how  he  captivatel 
women  in  Chicago  an 
New  York." 

Even  Dreiser's  admil 
ers  concede  his  faults 
H.L.  Mencken  wrote 
sharp  reply  to  Sherman" 
attack,  yet,  in  a  tribut 
written  after  Dreiser" 
death  in  1945,  he  coul 
not  help  mentioning  th 
novelist's  "incurable  an 
tipathy  to  the  mot  juste 
and  his  "insatiable  appe 
tite  for  the  obviously  na 
true."  Lionel  Trillin 
(who  was  not  an  admin 
er)  complained  about  th 
"showy  nihilism"  thai 
always  seems  to  Dreiser  "so  grand 
gesture  in  the  direction  of  profundi 
ty."  And  Alfred  Kazin  has  comment 
ed  that  "Dreiser's  craftsmanship  ha 
never  been  copied"  because  "then 
has  been  nothing  one  could  copy 
With  his  proverbial  slovenlii 
ness  .  .  .  the  bad  grammar  .  .  .  the  out 
rageous  solecisms  that  give  his  novel 
the  flavor  of  sand,  he  has  seemed  th< 
unique  example  of  a  writer  who  re 
mains  great  despite  himself." 

And  yet — Dreiser  always  provoke 
an-"and  yet."  In  the  view  of  Normal 
Mailer,  the  poor  boy  from  Terre  Hauti 
came  "closer  to  understanding  the  so 
cial  machine  than  any  other  Ameri 
can  writer  who  ever  lived."  To  me 
Dreiser  seems  not  only  our  poet  a 
muddled  yearning  but  also  our  un 
likely  Balzac — the  great,  slow,  blun 
dering  brooder  who  captures  mor< 
fully  than  anyone  else  the  materia 
realities  of  American  life — including 
that  fundamental  reality,  the  role  oi 
business.  ■ 


business. 


IT  WAS  A  MOMENT  YOU  STRUGGLED  FOR.  ARGUED  FOR.  WORKED  FOR. 
A  MOMENT  OF  COMMON  GOALS  AND  AGREEMENT.  OMEGA.  FOR  ALL  YOUR  SIGNIFICANT  MOMENTS. 


OMEGA  ALWAYS  MARKS  SIGNIFICANT  MOMENTS. 
IN  THE  OLYMPICS.  IN  THE  SPACE  PROGRAM. 
IN  SIGNIFICANT  LIVES  LIKE  YOURS. 
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TECHNOLOGY.  WATER  RESISTANT.  IN  I8K  GOLD 
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Do  your  lead  banks 
also  lead  the  way 
in  public  finance? 


As  one  of  the  lead  banks  for 
McDonald's  Corporation,  Bankers 
Trust  has  facilitated  the  company's 
expansion  in  the  Far  East  and 
Europe  with  various  credit  facilities 
and  innovative  financing  structures 
We  also  provide  a  wide  range  of 
merchant  banking  services, 
such  as  corporate  trust, 
Eurosecurities 
underwriting 
and  swaps. 


If  credit  is  about  all  you 
can  expect  from  your  lead 
banks,  perhaps  it's  time  to  con- 
sider  changing  one  of  them. 
To  a  merchant  bank. 
To  Bankers  Trust. 

Merchant  banking  com- 
bines the  lending  capability 
and  breadth  of  non-credit 
services  of  a  commercial 
bank  with  the  interme- 
diary skills  and  entre- 
preneurial spirit  of  an 
investment  bank. 
With  over  $52 
billion  in  assets,  we 
supply  credit  in  all  its 
many  forms. 

But  because  mer- 
chant banking  adds 
investment  bank- 
ing capabilities 
to  our  commer- 
cial banking 
strengths, 


we  provide  our  corporate 
customers  with  far  more  thai 
credit. 

Our  skills  extend  to  the 
capital  markets,  to  money, 
securities  and  currency  trad- 
ing, to  mergers  and  acquisi- 
tions, Eurosecurities,  and  ye| 
to  public  finance. 

Last  year,  Bankers  Trus 
served  as  managing  under- 
writer or  sales  agent  for  $6  b 
lion  of  negotiated  tax-exemp: 
financings  for  255  issuers. 

It's  our  wide  range  of  se 
vices  in  so  many  areas  that  hs 
helped  make  us  a  lead  bank  f 
so  many  corporations.  That* 
because  the  financial  needs  o 
the  modern  corporation  are 
complex  and  interrelated. 
Such  needs  almost  invariably 
require  cross-disciplinary  ski 
on  the  part  of  a  lead  banker. 

Among  the  many  servic 
we  offer: 


Bankers  Trust  does* 


Global  Operating  and 
Information  Services.  As  a 
world  leader  in  electronic 
funds  transfer,  Bankers  Trust 
moves  over  $100  billion  each 
day  for  our  international  cus- 
tomers. In  the  U . S.,  we  also 
provide  innovative  cash  man- 
agement services  to  major 
corporations  and  financial 
institutions. 

Lease  financing.  We 
arranged  and  closed  lease 
financings  of  $2.5  billion  in 
equipment  value  of  big  ticket 
transactions  last  year.  For 
three  straight  years,  we've 
arranged  more  leveraged  leases 
than  any  other  institution. 

Swaps.  Bankers  Trust  is 
a  universally  acknowledged 
market  leader  in  the  intricate 
world  of  currency  and  inter- 
est rate  swaps.  Our  team 
of  specialists  in  New  York, 
London,  Tokyo,  Hong  Kong 


and  Toronto  completes  an 
average  of  five  deals 
every  day. 

Futures.  Our 
affiliate,  BT  Futures 
Corp.,  is  a  leader 
in  the  interest 
rate,  currency  4 
and  precious 
metals 
futures 
markets, 
and  executes 
hedging  strate 
gies  for  major  corporations 
and  financial  institutions 
worldwide. 

Today,  any  lead  bank 
worthy  of  its  position  should 
be  able  to  deliver  not  just  a  few 
of  these  services  but  every  one 
of  them.  Which  is  why  so  many 
corporations  have  chosen  our 
bank  as  one  of  their  lead  banks. 
Bankers  Trust. 


In  1985,  Bankers  Trust  served  as 
managing  underwriter  for  three 
tax-exempt  financings  for  the  Duke 
University  Hospital  Project,  total- 
ing $126  million.  Liquidity  facilities 
for  Duke  were  also  provided  by 
the  bank. 


BankersTrust  Company 

Merchant  banking,  worldwide. 
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It  has  been  a  splendid  year  for  billionaires.  In  this 
fifth  annual  edition  of  The  Forbes  Four  Hundred, 
wealth  in  ten  digits  has  been  identified  for  26  per- 
sons, nearly  double  last  year's  tally.  Media  contin- 
ued to  make  new  billionaires:  the  Cox  sisters,  whose 
empire  includes  the  TV  program  Lifestyles  of  the  Rich  and 
Famous,  and  TV  Guide  publisher  Walter  Annenberg.  A  hot 
stock  market  pushed  up  liquor  magnate  Edgar  Bronfman 
and  computer  pioneer 
William  Hewlett.  We 
even  saw  a  couple  of  re- 
turnees to  the  billion- 
aires club,  thanks  to  es- 
timated trust  income  for 
Gordon  Getty  and  new 
leads  on  the  vast  hold- 
ings of  oil  and  railroad 
man  Philip  Anschutz. 

There  would  have 
been  even  more  billion- 
aires in  our  total  if  the 
Dow  Jones  average  had 
not  taken  that  120-point 
bath  in  mid-September, 
just  before  we  priced  all 
publicly  held  stocks  (see 
Rules,  p.  110).  Last-min- 
ute plunges  kept  John 
Dorrance  (Campbell 
Soup),  Gus  Busch  (An- 
heuser-Busch) and  the 
brothers  Tisch  (Loews) 
from  joining  the  party — 
for  now,  anyway. 

Still,  the  minimum 
net  worth  of  The  Four 
Hundred  jumped  to  $156 
billion  this  year,  a  $22 
billion  gain.  A  goodly 
part  ($1.7  billion)  was 
added  by  Sam  Moore  Walton,  who  returns  as  top  gun  of 
The  Forbes  Four  Hundred.  With  the  Wal-Mart  discount 
chain  nearing  its  1,000th  store,  his  already  considerable 
fortune  rose  60%  (see  box,  opposite).  The  stock  is  high 
enough  to  put  Sam's  brother  Bud  on  the  list  as  well. 

This  year  the  list  gained  56  new  entries,  a  turnover  rate 
of  14%.  Two  of  our  wealthiest  freshmen  are  junk  bond 
impresario  Michael  Milken  and  shopping-strip  operator 
Jerry  Moore,  each  of  whom  debuts  at  $500  million.  Mil- 
ken, the  formerly  well-concealed  boy  wonder  of  Drexel 
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Burnham  Lambert  who's  transforming  the  financial  lam 
scape  almost  single-handedly  (Forbes,  Aug.  25),  is  evidert 
ly  doing  well  for  himself,  too.  Moore  is  a  gregarious  Houi 
tonian  who  claims  our  valuations  of  his  properties,  mostl 
obscure  strip  shopping  centers,  are  "fire  sale"  prices.  Sej 
tlement  of  the  celebrated  J.  Seward  Johnson  estate  placf 
the  late  Band-Aid  king's  widow,  Basia,  on  the  list  as  we 
Most  other  new  entries  fell  into  two  broad  categoriel 

show  biz  and  financ 
Among  the  flashy  set  ai 
game    show  magna!) 
Mark  Goodson,  Dynast] 
builder  Aaron  Spelling 
rock  'n'  roll  hitmakd 
Dick    Clark,  Motowl 
main  man  Berry  Gord 
videocassette  visional] 
Austin  Furst  and  tall 
show  host  Merv  Griffin 
who  got  rich  by  inven^ 
ing  the  Wheel  of  Fortune 
Financiers  with  a  flaj 
just  coming  aboard, 
addition  to  Milken,  irj 
elude  former  Treasur 
Secretary    William  Si 
mon  (and  partner  Raj 
Chambers),  Irwin  (Th 
Liquidator)   Jacobs  ani 
leverage    buyout  king 
pins    Kohlberg,  Kravi 
and  Roberts.  Saul  SteiQ 
berg  took  his  heavily  le 
veraged  Reliance  Grouj 
public   just   before  w< 
went  to  press  at  a  pricl 
that  made  him  wort 
some  $650  million,  re 
turning  him  to  the  list 
Another  newcomer 
computer  programming  whiz  Bill  Gates,  took  his  Microi 
soft  public  and  logged  on  with  a  $300  million  fortune — anc 
Gates  is  just  30  years  old.  Welcome,  also,  designer  Ralpi 
Lauren,  chicken  man  Frank  Perdue  and  Reebok's  Pauj 
Fireman  (who  ran  up  a  stock  fortune  worth  $270  million) 
Of  course,  we  had  to  make  room  for  these  new,  or  newly 
discovered,  fortunes  by  dropping  some  familiar  names 
from  the  past,  including  singing  cowboy  Gene  Autryj 
National  Enquirer  publisher  Generoso  Pope  and  Amway 
Corp.  founders  Richard  DeVos  and  Jay  Van  Andel.  The 
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himum  net  worth  for  inclusion  in  The  Forbes  Four 
:ndred  jumped  $30  million  this  year,  to  Si 80  million, 
n  only  a  handful  of  people  got  in  that  cheap, 
lie  continuing  oil  slump  reduced  the  estimated  for- 
tes of  many  Four  Hundred  members,  none  more  dra- 
jtically  than  the  Hunt  brothers,  whose  oil  and  drilling 
:pire,  at  current  depressed  prices,  is  worth  about  as 
ch  as  the  heavy  debt  load  it  carries.  That  helps  explain 
brothers'  high-stakes  lawsuit  against  their  banks  and 
isequent  Chapter  1 1  filings.  For  now,  we  credit  Bunker, 
rbert  and  Lamar  Hunt  only  with  personal  wealth  not 
dged  as  collateral  for  the  problem  loans.  But  after  de- 
,es  of  considerable  oil  income,  each  has  enough  money 
place  prominently  on  the  list.  Their  sisters,  Margaret 
1  and  Caroline  Schoellkopf,  have  been  affected  by  the 
crash  but  have  so  far  managed  to  remain  separate  from 
:ir  brothers'  misadventures. 

Vhat  passes  in  this  young  country  for  old  money — very 


few  of  our  fortunes  can  be  traced  back  beyond  the  Civil 
War — remains  the  backbone  of  the  list.  But  newer  for- 
tunes, amassed  in  days  when  dollars  are  cheaper,  divided 
among  fewer  heirs,  are  leaving  more  of  the  old  boys  be- 
hind. Less  than  half  the  list  is  composed  of  purely  inherit- 
ed wealth,  and  of  these  a  much  smaller  number  is  held  by 
indolent  coupon-clippers.  Still,  over  5%  of  the  list  repre- 
sent du  Pont  money,  and  another  5%  or  so  trace  fortunes 
back  to  the  names  Mellon  and  Rockefeller. 

Counting  the  wealth  of  the  wealthiest  Americans  is,  in 
the  words  of  Winston  Churchill,  "one  of  those  cases  in 
which  the  imagination  is  baffled  by  the  facts."  No  paper- 
back writer  or  television  scenarist  could  contrive  a  more 
textured  or  faster  changing  group  of  individuals.  Some 
fortunes  prove  evanescent,  others  spring  up  in  the  most 
unexpected  places.  And  so  we  present  this  year's  Forbes 
Four  Hundred,  as  they  stand  now.  As  for  next  year,  we  can 
only  imagine.  ■ 


Who  moved  the  most? 


Yes,  the  rich  do  get  richer,  and  they  do  it  faster,  too. 
Media  properties  remained  in  vogue,  and  Wall 
Street,  despite  some  recent  knocks  and  sputters,  re- 
mained an  engine  capable  of  driving  fortunes  to  new 
peaks.  Throw  in  some  realignments  of  family  wealth 
and  another  year  of  intensive  research,  and  the  number 
of  Four  Hundred  members  whose  net  worth  increased 
by  over  100%  reaches  ten.  That's  ten  great  fortunes  that 
have  at  least  doubled  in  the  past  12  months. 

Leading  the  way  for  the  second  year  in  a  row  was  John 
Kluge,  who  cashed  in  on  the  media  craze  by  selling 
most  of  his  Metromedia  concerns  for  a  gain  of  150%. 
Stacked  on  top  of  his  1985  estimated  worth  of  $1 
billion,  that  was  enough  to  vault  him  into  second  place 
on  the  list.  Another  big  gainer  was  recent  U.S.  citizen 
Rupert  Murdoch,  whose  News  Corp.  stock  rose  enough 
to  boost  him  over  140%,  to  $725  million.  Bottler  John 
Lupton  struck  a  sweet  buyout  deal  with  Coke  to  jump 
by  almost  120%.  Mention  must  be  made  of  the  redoubt- 
able Sam  Walton.  Although  his  Wal-Mart  stock  moved 
only  enough  for  a  paltry  60%  growth  in  market  value, 
that  translates  into  a  paper  gain  of  $  1 . 7  billion :  The  gain 
alone  would  be  good  enough  for  fifth  place  among  The 
Four  Hundred. 

Not  everybody  fared  so  well.  Big  losers  included  the 
colorful  Hunt  family  (see  above).  Margaret  Hunt  Hill 
was  our  only  billionaire  to  show  a  loss  this  year,  drop- 
ping 28%  but  remaining  among  that  elite.  But  sister 
Caroline  Schoellkopf  fell  below  a  billion,  and  brother 
Bunker,  who  hasn't  been  a  billionaire  for  a  while,  skid- 
ded another  55%  amid  his  mounting  legal  woes.  Simi- 
lar fates  befell  brothers  Herbert  and  Lamar.  Computer- 
Land founder  William  Millard  saw  management  strife 
and  a  long  court  case,  among  other  troubles,  erode  his 
pile  nearly  60%,  to  $200  million.  And  An  Wang,  a 
regular  in  this  space  since  his  stock  peaked  in  1983, 
slumped  23%  in  1986. 

Some  of  this  year's  most  auspicious  leaps  were  more 
a  result  of  the  forces  of  time  than  of  money.  We  saw  fit 
to  reapportion  the  empire  of  aging  and  ailing  dynast 
Henry  Crown,  granting  full  control  of  the  family's 
diversified  investments  to  his  son  Lester,  whose  as- 
signed wealth  accordingly  moved  up  over  135% .  Chica- 
go mogul  Abe  Pritzker  passed  away,  so  his  two  sons 
split  the  Pritzker  fortune  now.  That,  along  with  further 


probing  of  their  nebulous  affairs,  bumped  each  up  by 
130%.  Perry  Richardson  Bass,  father  of  four  present 
Rich  Listers  and  on  the  list  at  $600  million  last  year, 
proved  more  retired  than  we  thought:  The  time  has 
come  to  redistribute  the  Bass  wealth  among  the  youn- 
ger generation,  leaving  Perry  with  perhaps  one  "unit"  of 
his  own. 

Each  year  brings  a  closer  inspection  of  our  old  mem- 
bers, sometimes  with  surprising  results.  Key  players  in 
New  York's  cutthroat  real  estate  game  assured  us  we 
were  way  too  low  on  cagey  Larry  Wien.  We  looked 
further  and  had  to  concur,  doubling  our  previous  esti- 
mate. Continuing  research  into  the  Mars  family  con- 
vinced us  that  their  giant  confectionery  concern  was 
even  more  valuable  than  we  had  believed;  the  secretive 
father  and  his  two  sons  are  all  billionaires.  A  deeper  dig 
into  the  affairs  of  Philadelphian  Fitz  Dixon  turned  up 
more  assets  and  better  management  of  his  two  inherit- 
ed fortunes  than  we  had  previously  thought;  he  took  a 
133%  ride  up  the  list  to  a  more  fitting  $350  million. 
Campbell  Soup  heir  John  T.  Dorrance,  with  the  aid  of 
this  year's  strong  stock  market,  rose  almost  90%  and 
flirted  with  being  a  billionaire.  Fugitive  metal  traders 
Marc  Rich  and  Pincus  Green  were  raised  150% ;  a  closer 
look,  and  another  year  that  they  remained  free,  bettered 
our  opinion — of  their  wealth,  at  any  rate. 

Research  cuts  both  ways,  of  course.  After  years  of 
quiet  prodding  from  the  good  folks  in  Room  5600,  the 
Rockefeller  family  office,  we  agreed  that  we  had  over- 
stated the  fortunes  of  Abby  O'Neill  and  her  nieces  Abby 
Simpson  and  Laura  Thorn.  Old  John  D.  was  apparently 
somewhat  biased  toward  the  male  heirs,  leading  us  to 
lower  Mrs.  O'Neill  by  56%  and  to  remove  the  sisters 
completely.  Idaho  potato  king  Jack  Simplot  was  bat- 
tered by  the  farm  slump;  we  had  also  overvalued  his 
fertilizer  and  cattle  operations,  leading  us  this  year  to 
reduce  our  estimate  more  than  60%.  Donald  Hall,  head 
of  Kansas  City's  Hallmark,  fell  over  40%  from  last 
year's  $760  million.  Not  that  we  are  less  than  enamored 
of  the  company — we  actually  increased  our  valuation  in 
1986 — but  Staff  Writer  Robert  McGough  discovered 
that  Donald's  two  sisters,  Barbara  Marshall  and  Eliza- 
beth Reid,  owned  significant  shares  as  well. 

And  the  beat  goes  on.  Preparations  for  the  1987  edition 
of  The  Forbes  Four  Hundred  have  already  begun. 


■ 


a  one-centimeter  movement  of  the  earth's  crust 
can  sometimes  be  illuminating. 


/Allied 
^Signal 

Technologies 


technology:  Bendix  laser 
ranging,  for  NASA's  laser  tra 
network,  beamed  from  earth 
satellite,  lasers  measure  eart 
crust  movements  as  little  as  a 
centimeter,  over  a  3,000  mile 
range,  from  Allied-Signal. 


r  ifit:  helps  scientists  gather 
t  o  find  a  way  to  predict 
\o\  disasters  such  as  earth- 
:ps,  volcanic  eruptions,  and 
svaves. 


future:  laser-ranging  observa- 
tions will  be  used  in  an  increasing 
number  of  countries  around  the 
world. 


Bendix  laser  ranging,  one  of 
Allied-Signal's  advanced 
technologies — focused  on 
aerospace,  electronics,  automotive 
products,  and  engineered  materials, 
for  facts,  call! -800-243-81 60. 


The  fortunes  of  the  very 
rich  are  difficult  to  cal- 
culate. Often  it  isn't  even 
clear  exactly  who  owns  a 
great  fortune.  It  is  frequent- 
ly parked  at  least  partly  in 
the  names  of  the  immedi- 
ate family  or  concealed  in 
private  investment  compa- 
nies or,  more  difficult  to 
find,  in  trusts,  where  the 
separate  elements  of  own- 
ership (control  of  principal, 
receipt  of  income,  power  to 
name  heirs,  etc.)  are  delib- 
erately spread  among  differ- 
ent people  to  defend  against 
inheritance  tax  laws. 

To  arrive  at  coherent  es- 
timates of  wealth,  we 
adopted  a  number  of  rules: 

•  Blocks  of  publicly  trad- 
ed stock  are  priced  at  the 
market  close  on  Sept.  12, 
1986. 

•  Privately  held  companies  are  valued  according  to 
estimated  revenues  and  earnings,  and  to  prevailing 
price/earnings  ratios  for  publicly  traded  companies  in 
similar  businesses. 

•  When  earnings  aren't  known,  we  adopt  rule-of- 
thumb  conventions.  Newspapers,  for  instance,  can  be 
valued  at  2  to  3  times  revenues  or  12  to  20  times  cash 
flow  less  debt.  TV  and  radio  stations,  cable  systems  and 
some  newspapers  are  valued  for  us  by  authoritative 
media  brokers. 

•  Among  oil  and  gas  producers  we  rarely  go  beyond 
putting  fair  valuation  on  their  reserves,  to  be  conserva- 
tive. Some  oil  and  real  estate  types  don't  put  assets  in 
their  own  name,  so  in  one  or  two  cases  (e.g.,  Larry  Wien) 
we  were  forced  to  rely  on  consensus  estimates  of 
knowledgeable  peers.  These  are  treated  cautiously, 
since  such  estimates  can  be  unreliable. 

•  In  the  matter  of  trusts  and  other  intrafamily  ar- 
rangements, we  proceed  on  a  case-by-case  basis,  apply- 
ing common  sense.  Most  trusts  plainly  exist  to  carry 
out  a  normal  pattern  of  inheritance  (to  husbands,  wives 
or  offspring)  and  to  minimize  inheritance  taxes.  We 
look  at  who  controls  the  wealth.  The  trusts  are  general- 
ly attributed  to  the  person  who  created  the  wealth,  if 
still  alive  and  in  control,  or  to  the  principal  controlling 
family  member  or  members  (and  not  the  family  law- 
yers), if  he  is  not. 

Obversely,  spendthrift  trusts,  meant  to  keep  control 
out  of  the  hands  of  beneficiaries,  are  not  credited  to  the 
beneficiaries.  The  estimated  trust  income  is  so  credit- 
ed, while  principal  is  generally  assigned  to  the  control- 
ling family  members. 

For  an  example,  consider  the  Getty  family.  For  years 


Gordon  Getty,  as  sole  trust- 
ee of  the  major  family  trust, 
made  all  investment  deci- 
sions— such  as  selling  Get- 
ty Oil  to  Texaco — without 
any  other  family  members. 
He  also  controlled  distribu- 
tion of  trust  income  for 
himself,  one  brother  and 
nieces  and  nephews. 

The  principal  was  never 
his  to  bet  at  the  racetrack  or 
spend  on  wine,  women  and 
song.  But  otherwise  his 
power  was  nearly  absolute, 
and  he  already  owned  more 
spending  money  than  he 
could  personally  use  out- 
side the  trust.  In  a  practical 
sense  he  differed  little  from 
the  outright  heir,  not 
spending  capital,  responsi- 
bly managing  a  fortune  for 
himself  and  his  family  and 
for  their  posterity.  As  the 
Getty  fortune  is  broken  up  into  several  trusts,  other 
family  members  will  acquire  similar  powers  and  be 
included. 

Lawyers  sometimes  say  a  trust  is  "owned"  by  those 
who  ultimately  will  receive  the  principal — here,  the 
next  generation  of  the  Getty  family.  But,  in  fact,  the 
next  generation  has  no  power  to  spend  or  invest  princi- 
pal or  to  disburse  income  to  themselves.  It  is  difficult  to 
take  such  "ownership"  seriously — if  Gordon's  wife 
were  pregnant,  the  unborn  child  would,  following  the 
lawyers,  be  counted  as  one  of  the  richest  people  in 
America.  The  controlling  person's  powers  may  be 
weakened  by  the  limitations  of  the  trust,  but  every 
other  party's  claim  to  present  "ownership"  is  far  weak- 
er still.  Where  one  family  member  thus  controls  a 
fortune,  we  count  him,  despite  legal  artifice,  as  the 
practical  owner.  Meanwhile,  for  Gordon's  brother,  Jean 
Paul  Getty  Jr.,  the  same  trust  is  effectively  a  spendthrift 
trust — we  count  only  his  accumulated  share  of  the 
income  as  his  fortune.  Irrevocable  charitable  trusts  and 
foundations  are  not  counted. 

Wealth  in  the  names  of  spouses  and  other  immediate 
family  members  is  generally  assigned  to  the  principal 
family  member,  especially  where  the  family  ties  are 
close  and  members  share  an  interest  in  a  business.  A 
prime  example  is  Sam  Walton,  who  set  up  a  family 
holding  company  with  his  four  children  in  the  late 
1960s,  before  his  Wal-Mart  Stores  went  public.  He  and 
each  child  have  20%  in  his  or  her  own  name,  but  there 
can  be  little  doubt  whose  fortune  it  really  is,  within  this 
close  and  mutually  trusting  family.  Exceptions  are 
made  where  family  or  business  ties  have  been  broken  or 
seriously  frayed,  but  not  in  Sam  Walton's  case.  ■ 
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Locate  In  Scotland. 

THE  CENTRE  OF  EUROPEAN  ACHIEVEMENT. 


/Jhi 


c  tland  is  part  of  a  world  community.  Eleven  of  the  top  twenty  US  electronics  corpora - 
li  are  here.  Scots  experience  the  best  of  international  management  philosophy.  They 
i|  crossed  the  Atlantic  to  run  corporations  the  size  of  Caterpillar  and  LSI  Logic.  They 
I  returned  to  their  home  country  to  manage  companies  like  Cameron  Iron  Works  and 
rKwell.  Scotland  has  come  to  value  the  resource  that  once  was  a  major  export.  The  com- 
ition  of  creative  vision  and  practical  inventiveness  that  is  the  essence  of  the  Scottish 
i.acter  creates  twelve  thousand  new  businesses  a  year.  This  entrepreneurial  drive  has 

e  from  within  the  universities  and  colleges,  from  companies  and  medical  schools,  from 
professions  and  commerce.  Our  historical  ties  with  the  world  break  down  barriers  easily. 

land  offers  the  ideal  environment  for  corporate  development.  And  for  the  individual, 
:  g  here  broadens  experience  and  widens  horizons.  Come  to  Scotland  and  you'll  never 
I  back. 


XI 

Scottish 
Development 
Agency 


THE  SCOTTISH  DEVELOPMENT  AGENCY,  THROUGH  A  SINGLE  ENTRY  POINT,  OFFERS  INVESTORS  ALL  THEY  NEED  TO  KNOW  ABOUT 
flNG  IN  SCOTLAND.  CALL  TOLL  FREE  (800)  THE-SCOT,  OR  SEND  YOUR  BUSINESS  CARD  TO  I  LANDMARK  SQUARE,  SUITE  810,  STAMFORD,  CONNECTICUT  06901. 

SDA  OFFICES  ALSO  IN  HOUSTON,  CHICAGO  AND  SAN  FRANCISCO, 
-rial  is  published  by  the  Scottish  Development  Agency,  1  Landmark  Square.  Suite  810.  Stamford.  Connecticut  06901.  which  is  registered  tjnder  the  Foreign  Agents  Registration  Act.  as  an  Agency  ot  the  Scottish  Development  Agency, 
ssgow,  Scotland  This  material  is  died  with  the  Department  of  Justice  where  the  required  registration  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  this  material  by  the  United  States  Government 


Illustrations  by  David  Johnson 
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Samuel  Moore.  Walton 

Wal-Mart  Stores.  Bentonville,  Ark. 
68.  Married,  4  children.  Brief  stint 
selling  shirts  for  J.C.  Penney  pro- 
vided a  role  model,  merchandising 
knowhow.  Opened  Ben  Franklin 
store  in  Newport,  Ark.  1945,  5 
years  later  lost  lease.  Started  again 
in  Bentonville,  with  brother  fames 
L.  (which  see),  capitalized  on  hunch 
about  discount  stores.  By  1970,  30 
Wal-Marts,  went  public.  Today 
over  950  stores,  mostly  the  main 
retailer  in  small  towns.  "There  was 
a  lot  more  business  in  those  towns 
than  people  ever  thought."  Divides 
time  between  store  visits,  simpler 
pursuits:  tennis,  family,  hunting 
quail.  Spearheaded  "Buy  Ameri- 
can" campaign  since  1985.  Wife 
Helen  and  4  children  on  board  of 
family  investment  company,  Wal- 
ton Enterprises  (Wal-Mart  stock, 
banks,  real  estate);  Sam,  each  child 
owns  20%,  Sam  still  calls  shots. 
Worth  $4.5  billion. 


JoU  II 

Metromedia.  Charlottesville,  Va. 
72.  Twice  divorced,  remarried;  3 
children.  German-born,  family  set- 
tled in  Detroit  1922.  Briefly  on  Ford 
assembly  lines,  won  scholarship  to 
Columbia;  graduated  with  econom- 
ics degree.  Army  intelligence  cap- 
tain WWII;  started  DC  radio  station 
after  war.  Sold  Cheetos,  Fritos, 
bought  real  estate.  With  partners 
got  control  Metropolitan  Broad- 
casting 1959;  parlayed  into  Metro- 
media. Took  company  private  1984 
in  much  celebrated  $1.2  billion 
buyout.  His  26%  stake  drew  about 


lohn  Werner  Kluge 


$115  million  cash,  plus  over  75%  of 
new  firm,  93%  voting  stock.  Liqui- 
dating ever  since:  sold  7  TV  sta- 
tions to  Rupert  Murdoch  (which  see) 
for  $2  billion  1985;  11  radio  sta- 


tions 1986,  $285  million;  his  share 
outdoor  advertising  business  1986 
$300  million.  Also  Ice  Capades 
Globetrotters:  $30  million.  Biggesi 
surprise:  $1.2  billion  sale  to  South 
western  Bell  of  most  cellular,  mo 
bile  telephone  interests.  Even  aftet 
taxes,  net  worth  well  over  $2.5  bib 
lion.  With  all  that  cash,  rumored  td 
be  on  the  prowl  for  CBS,  Orion  Pic- 
tures, Occidental.  King  is  German 
for  "clever." 


Electronic  data  management.  Dal- 
las. 56.  Married,  1  son,  4  daughters. 
Son  of  a  Texas  horse  trader,  soldi 
saddles  as  a  teenager.  After  four! 
years  in  Navy  became  top  IBM 
salesman  (once  achieved  annual 
quota  in  19  days).  Left  IBM  when 
boss  wouldn't  buy  idea  for  comput- 
er "how-to"  company.  With  $1,000 
founded  Electronic  Data  Systems 


Henry  Ross  Perot 
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1962.  Company  spirits  soared  with 
i  stock  price,  dampened  when  stock 
liell,  handing  Perot  record  $1  billion 
loss  in  day's  trading,  1970.  Philo- 
sophical:    "That     was  Mickey 
Mouse."  Tireless  crusader,  failed  to 
jsave  2  struggling  Wall  Street  firms 
1974,  successfully  sprung  2  EDS 
employees    from    Iranian  prison 
1979.  Secret:  "Push,  push,  push, 
harder,  harder,  harder.  That's  my 
I  nature."  Sold  EDS  to  General  Mo- 
tors 1984  for  $1.2  billion  cash  and 
istock.   As  GM  director,  self-de- 
scribed "irritant,"  livens  meetings, 
travels  to  dealerships  incognito  to 
'sample   salesmen.    "Push,  push, 
.push."     Philanthropist:  donated 
Magna   Charta   to   National  Ar- 
chives 1984.  Shops  K  mart  and  Nei- 
man-Marcus.  With  stock,  oil,  gas, 
real  estate  and  other  investments 
worth  over  $2.5  billion. 


Hewlett-Packard.  Los  Altos  Hills, 
Calif.  74.  Married;  1  son,  3  daugh- 
ters. Stanford  student  standout: 
football,  basketball,  track,  Phi  Beta 
Kappa.  With  $538,  classmate  Bill 
Hewlett  (which  see),  launched  elec- 
tronics firm  from  garage  1939.  Affa- 
ble Dave  supplied  business  savvy, 
Bill  engineering  talent;  wives 
worked  to  support  them.  Grew 
from  a  single  drill  press  to  world- 
class  company  (1985  sales,  $6.5  bil- 
lion). Secret:  good  management, 
cautious  expansion.  H-P  executive: 
"We  like  to  sneak  up  on  things." 
Success  in  high  technology,  audio 
oscillators,  later  calculators  and 


David  Packard 


small  computers.  Left  H-P  1969-71 
for  Deputy  Defense  Secretary  post 
under  Nixon.  Now  chairman  H-P. 
Also  chaired  Blue  Ribbon  Commis- 
sion on  Defense  Management  un- 
der Reagan  (monitored  Pentagon 
spending).  Devoted  rancher,  gar- 
dener in  spare  time.  His  17%  H-P 
worth  about  $2  billion.  Original  ga- 
rage now  on  tourist  bus  circuit. 


Stock  market.  Omaha.  56.  Married, 
3  children.  Brilliant  protege  of  Co- 
lumbia Univ.  business  professor 
and  prophet  of  asset-based  valua- 
tion Benjamin  Graham.  Launched 
family-owned    investment  firm 


VV 'anen  Edward  Buffett 


with  $100,000  in  1955,  at  25;  dis- 
solved 1969  after  30-fold  increase, 
no  down  years.  Took  over  New  En- 
gland textile  firm,  Berkshire  Hatha- 
way Inc.,  1965;  now  diversified 
holding  co.:  publishing,  retail,  in- 
surance, large  bond  portfolio.  Rec- 
ord growth:  22%  compounded  an- 
nual rate  for  over  20  years.  Maxim: 
"Rule  No.  1:  Never  lose  money. 
Rule  No.  2:  Never  forget  Rule  No. 
1."  Contracted  to  purchase  18% 
Capital  Cities/ABC  1985,  cement- 
ing their  merger.  Market  agnostic; 
disciplined  investor:  "My  problem 
is  I  don't  get  50  great  ideas  a  year." 


Prefers  burger  and  Cherry  Coke  to 
gourmet  cuisine.  His  45%  BH 
worth  about  $1.4  billion. 


The  Limited,  Inc.  Columbus,  Ohio. 
49.  Single.  Law  school  dropout; 
equally  disillusioned  working  at 


Leslie  Herbert  Wexner 


father's  clothing  store.  Aunt  lent 
him  $5,000  to  set  up  shop  specializ- 
ing in  women's  sportswear.  "I 
thought  that  from  a  customer's 
point  of  view  it  would  be  an  easier 
store  to  shop  in."  First  year  sales 
$159,000;  last  year  over  $2  billion. 
Stores  feature  bright,  irreverent 
clothing,  European  flair.  Fabricated 
"Italian  designer"  Forenza,  created 
most  successful  U.S.  sweater.  Dis- 
tributes responsibility  and  benefits: 
50  Limited  executives  millionaires. 
Purchased  Lane  Bryant  1982,  Ler- 
ner  1985,  also  upscale  Henri  Ben- 
del.  Bid  for  Carter  Hawley  Hale 
failed  1984.  Shuttles  between  Co- 
lumbus and  NYC  ("Just  another 
branch  office"),  workaholic  who 
prizes  hideaways  in  Aspen,  Palm 
Beach.  Enjoys  solitary  recreation: 
avid  skier,  jogger,  now  yachtsman 
(purchased  140-ft.  The  Limitless  this 
year).  Supports  arts  (part-owner 
Sotheby's),  Jewish  causes,  Colum- 
bus development  and  alma  mater 
Ohio  State.  Publicity  shy.  "I  can't 
just  work  quietly  and  be  unob- 
served." Stock  doubled  from  last 
year.  Including  other  investments, 
worth  at  least  $1.4  billion. 


NCR  Tower 
delivers 
forDomi 
Pizza. 

What  could  a  chain  of  more 
than  3,000  pizza  stores  and  a  hos 
pital  management  company  possibly 
have  in  common? 

Smarter  business  computers:  NCR  Towers™ 

The  Tower  helps  Domino's  Pizza,  the  nation's  fastest-growing 
fast  food  chain,  to  guarantee  delivery  within  30  minutes. 

At  HCA,  the  country's  leading  hospital  management  firm,  over 
1,000  Towers  organize  and  coordinate  the  complex  functions  of 
each  independent  department  into  a  smooth-running  operation. 

Obviously,  the  Tower  is  a  very  versatile  computer. 


8  1986  NCR  Corporation    *UNIX  System  V  is  a  registered  trademark  ot  Bell  Laboratories     »RM/COS  is  a  registered  trademark  ol  Ryan  McFarland  Co 


The  NCR  Tower  is  actually  a  family  of  computers,  ranging  from  a 
4  user  system  to  a  departmental  system.  Or  from  a  small  business 
twork  to  an  international  network  of  hundreds  of  users.  Memory 
opacity  ranges  from  one  to  sixteen  MB.  And  for  disk  storage, 
|bm  25  MB  to  over  5.5  gigabytes.  Networking  and 
fummunications  are  easy  because  the  Tower  supports  all 
iajor  protocols,  including  SNA,  X.25. 

The  NCR  Tower  offers  a  choice  of  operating  systems: 
;NIX  System  V*  and  RM/COS*  And  every  Tower  model  is 
[^signed  with  open  systems  architecture  to  work  with 
Ictustry  standard  hardware  and  software. 

What's  more,  NCR  backs  the  Tower  with  one  of  the 
;orld's  largest  service  organizations.  With  16,000 
pgineers  on  call,  expert  NCR  service  is  as  close  as  the 
!(hone.  Which  is  another  reason  the  Tower  is  a  smarter 
hoice.  And  why  smart  businesses  have  already  chosen 
ijiore  than  22,000  NCR  Towers. 

To  find  out  how  the  Tower  can  deliver  for  you,  dial 
800-CALL  NCR. 


And  HC As 
hospitals. 


rhe  NCR  Tower. 

Because  smart  businesses  need  smarter  computers. 


Candy.  Son,  2  grandsons  of  Frank 
and  Ethel  Mars,  Seattle  candy- 
makers.  Moved  to  Minnesota  1920 
after  two  failures,  1914  bankruptcy. 
Struck  gold  with  Milky  Way  recipe 
1923.  Frank  financed  son  Forrest's 
British  candy  business  to  keep  him 
distant  (d.  1934).  Forrest  Sr.:  Las 
Vegas.  80s.  (Spokesman:  "Nobody's 
got  the  courage  to  find  out  how  old 
he  is.")  Married;  2  sons,  1  daughter. 
Built  empire  overseas,  returned 
1940  as  one-third  owner;  added 
M&M's,  Uncle  Ben's  Rice.  Bought 
out  half-sister,  got  full  control  from 
rest  of  family  1964.  Mars,  Inc.  now 
world's  largest  confectioner  (also 
pet  food,  vending  machines,  etc.); 
sales  over  $6  billion,  over  30%  of 
U.S.  candy  bar  market.  Higher  prof- 
its via  tighter  costs,  cheaper  wrap- 
pers: "They  don't  eat  the  package." 
High  turnover  keeps  salaries  down: 
"There  aren't  many  gray  heads  at 
Mars."  Supersecretive:  Industry 
calls  it  the  Kremlin  of  candy.  For- 
rest Sr.  retired  1973,  runs  fine  choc- 
olates boutique  Las  Vegas.  Self-de- 
scribed religious  man:  "I  pray  for 
Milky  Way,  I  pray  for  Snickers." 


Forrest  Edward  Mars  Sr. 


Forrest  Jr.:  McLean,  Va.  55.  Mar- 
ried, 4  daughters.  Secretive  like  fa- 
ther but  said  to  be  more  congenial 
with  intimates.  Once  ran  Dutch 
unit,  now  copresident,  considered 
CEO.  Honing  candy's  new  image: 
gives  energy,  not  pimples;  expand- 
ing into  granola  bar  market  with 
Kudos  bar.  John:  Arlington,  Va.  51. 
Married;  1  son,  1  daughter.  Called 
brusque,  strong-willed;  said  to  have 
inherited  father's,  grandfather's  au- 
tocratic manners.  Began  in  Austra- 
lian operation,  now  copresident. 
The  3  share  control  of  company 
believed  worth  nearly  $4  billion 
(much  in  trusts). 


Inheritance,  industrialist.  Chicago. 
61.  Married,  7  children.  Son  of  leg- 
endary Chicago  financier  Henry 
Crown.  Henry  born  to  poor  immi- 
grant Chicago  family;  "the  Colo- 
nel" (title  as  WWII  procurement  of- 
ficer) built  empire  on  small  sand 
and  gravel  company,  Material  Ser- 


Lester  Crown 


vice  Corp.,  1919;  merged  with  Gen| 
eral  Dynamics  40  years  later  fori 
stock,  currently  totals  23%.  Also 
real  estate,  e.g.,  Empire  State  Build- 
ing bought  1951  with  borrowed 
money,  sold  1961  for  $31  million 
profit.  Henry,  90,  ailing;  control 
passed  to  son  Lester,  but  "we  keep 
him  up  to  date."  Lester  continuing 
real  estate,  mostly  partnership  with 
Tishman-Speyer;  codeveloped  7.5) 
million  sq.  ft.  so  far.  Still  on  GD 
board;  kept  challenged  high-level! 
security  clearance  when  recent  rul- 
ing found  for  him  on  all  counts.  Five 
children  active  in  business;  son 
James,  33,  likely  successor.  With 
real  estate,  huge  investment  portfo- 
lio (incl.  Chicago  Pacific,  Hilton 
Hotels,  Burlington  Northern),  inter- 
ests in  Chicago  (basketball)  Bulls, 
New  York  Yankees,  Lester  oversees 
family  fortune  over  $1.3  billion. 
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Inheritance.  San  Francisco.  52. 
Married,  4  sons.  Fourth  son  of  bil- 
lionaire J.  Paul  Getty.  Left  compa- 
ny 1966  following  unsuccessful 
lawsuit  against  father  over  divi- 
dends; only  family  member  at  fath- 
er's deathbed  1976.  Sold  family's 
40%  stake  Getty  Oil,  controlled  in 
trust  by  him,  to  Texaco  1984;  fam- 
ily opposed,  but  sale  price  nearly 
double  stock  price.  Saw  family 
trust    realigned    following  other 


/ 

Gordon  Peter  Getty 
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The  shape  of  time  to  come. 


This  is  the  watch  that's  shaping  the  future  of  time: 
the  Rado®  Diastar®  "Anatom1®."  The  sapphire  crystal 
ot  the  Anatom  diamond-polished  on  both  sides, 
has  been  molded  into  a  unique  convex  shape.  So  the  watch 
anatomically  fits  the  wrist,  unlike  any  you've  worn  before. 
The  scratchproof  sapphire  crystal  and  titanium  carbide 
case  top  are  among  the  hardest  substances  on  earth. 
So,  as  time  goes  by,  your  Anatom  will  continue  to  look  like  new. 

And  thanks  to  the  latest  quartz  timekeeping  technology, 
it  will  keep  track  of  that  passing  time  with  unsurpassed  precision. 
Available  in  a  variety  of  styles,  Rado  Anatoms  reflect  our  passion 
for  innovation  and  excellence  in  design  and  craftsmanship. 
For  more  than  20  years,  Rado  has  been  the  choice  of 
style-setters  in  Europe.  In  fact,  more  Swiss  buy  Rado 
than  any  other  quality  Swiss  watch.  Now  you  can  see 
why  for  yourself.  Try  one  on.  Feel  it  curve  around  your  wrist. 
And  discover  what  a  difference  it  makes  when  your  watch 
doesn't  have  to  go  through  life  with  a  straight  face. 


A  few  ideas  ab 


,  paperless  office. 


As  an  idea,  the  paperless  office 
is  brilliant.  As  a  practical  matter, 
a  truly  paperless  office  is  probably 
unattainable.  Even  as  we  move 
into  the  electronic  age,  business  is 
generating  more  paper  than  ever. 

Moore  is  a  century-old 
leader  in  paper-based  business 
communications.  But  we've 
done  more  than  watch  how 
electronic  technology  has 
changed  business  communica- 
tions. We  brought  many  of  these 
changes  about.  Not  to  eliminate 
paper,  but  to  eliminate  your 
paperwork. 

This  paperwork— the  proc- 
essing and  management  of 
business  information— can  tie 
up  millions  of  your  dollars  in 
data  processing  equipment  and 
mailroom  facilities.  Costly  invest- 
ments in  technology  that  run 
the  risk  of  becoming  obsolete. 

Today,  Moore  offers  you  an 
alternative.  Virtually  anything 
you  can  do  in-house,  or  with  the 
help  of  multiple  suppliers,  we 
can  do  for  you.  And  save  you 
money  doing  it.  We  provide  an 
enormous  range  of  products, 
systems  and  services  to  help 
companies  manage  business 
information  with  a  level  of 
sophistication  that  didn't  exist 
a  few  years  ago. 


Starting  with  business 
forms,  Moore  continues  to  pro- 
duce forms  of  all  kinds,  while 
helping  companies  control  their 
costs  by  offering  a  variety  of 
forms  management  programs. 

Business  mailings?  We 
handle  all  types,  small  or  multi- 
million  runs,  in  one  continuous 
computerized  operation,  from 
printing  to  mailbag.  And  then, 
we  can  receive,  analyze  and 
report  on  the  response. 

Perhaps  your  company  uses 
automatic  identification  sys- 
tems. Moore  offers  total  bar 
coding  capability,  from  simple 
bar  code  printing  to  complex 
turnkey  systems. 

And  for  businesses  of  all 
sizes,  Moore  retail  stores  and 
direct  mail  catalogs  are  an 
important  source  for  computer 
products  and  supplies. 

Whether  your  business  is 
large  or  small,  whether  your 
needs  are  paper-based  or 
computer-based,  Moore  can  help 
you  manage  your  business 
communications  faster  and 
more  cost  effectively  than  you 
can  do  yourself. 

For  more  ideas  on  how  we 
can  help  manage  your  business 
information,  call  Moore  now 
at  1800  447-3000,  ext.  7200. 


BUSINESS  FORMS 
&  SYSTEMS  DIVISION 


1205  Milwaukee  Avenue 
Glenview,  !L  60025 


heirs'  suit;  taxes  $1.1  billion;  his 
share  should  be  $750  million.  Pre- 
fers recognition  as  composer  rather 
than  businessman;  has  received 
some  critical  acclaim  for  his  work; 
music  performed  in  Carnegie  Hall. 
Recently  lost  battle  with  Citicorp 
for  control  DC  bank.  Wife  Ann  ac- 
tive socialite,  publisher.  With 
trusts,  income,  investments,  net 
worth  should  exceed  $1.2  billion. 
(See  also  other  Getty's.) 
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Brothers.  Financiers.  Progenitor 
Nicholas  Pritzker  left  Kiev  ghetto 
for  Chicago  1881;  started  Pritzker 
&  Pritzker  law  firm  1902.  Son 
Abram  left  law  for  business  1936; 
became  Chicago  legend;  d.  Feb. 
1986;  sons  built,  control  many  var- 
ied interests.  Son  Jay:  64.  Married,  5 
children  (1  deceased).  Navy  pilot 
WWII;  followed  father's  footsteps 
in  law  and  business;  now  one  of 
country's  foremost  dealmakers. 
Prefers  buying  with  little  risk: 
"The  real  risk  is  the  embarrass- 


Jay  Arthur  Pritzker 


ment  of  a  failure."  With  brother 
Donald  (d.  1972)  built  Hyatt  Hotel 
chain;  now  run  by  Jay's  son  Tom, 
36.  Brother  Robert:  60.  Divorced, 
remarried;  4  children.  Only  engi- 
neer in  predominantly  lawyer  fam- 
ily. Runs  Marmon  Group,  umbrella 
for  over  65  manufacturing  cos. 
Brothers  purchased  McCall's  maga- 
zine for  $8  million  1973  from  Nor- 
ton Simon  (which  see),  now  worth 
over  $150  million.  Also  vast  real 


Robert  Alan  Pritzker 


estate,  timberland;  Braniff  Interna- 
tional through  90% -owned  Dalfort 
Corp.  Picked  up  profitable  Con- 
wood  Corp.  1985  for  $401  million 
(tobacco,  snuff).  Rumored  late  1985 
to  be  stalking  ITT  with  2%  of 
stock;  now  completely  sold  out. 
With  numerous  other  holdings, 
brothers  share  control  of  fortune 
worth  over  $2.3  billion. 


Industrialist.  Pittsburgh.  67.  Mar- 
ried, 4  children.  Low-key  son  of 
Pittsburgh  coal  broker,  Mellon  an- 
tagonist John  Hartwell  Hillman  Jr., 
who  built  up  Pittsburgh  Coke  &. 
Chemical,  other  heavy  industrials. 
Henry  joined  business  1946,  took 
over  at  father's  death  1959;  trans- 
formed company  by  selling  off 


Henry  Lea  Hillman 


smokestack  assets,  redeploying 
into  high  technology,  real  estate 
venture  capital:  "I'm  sure  [my  fath 
er's]  turned  over  in  his  grave  manj 
times."  Early  backer  1976  Kohl- 
berg  Kravis  Roberts  &  Co.  Liked 
results,  swung  own  LBO:  Trail 
ways,  Inc.  bus  company  1979.  Sits 
on  boards  of  GE,  PNC  Financial, 
Cummins  Engine  and  Chemical 
Bank.  Shrewd,  self-assured;  hates 
publicity:  "The  whale  only  gets 
harpooned  when  he  spouts."  Wife 
Elsie  active  in  Pittsburgh  civic, 
political  affairs,-  no  children  active 
in  business.  Vast  investment  port- 
folio, despite  venture  capital 
strikeouts,  exceeds  $1.1  billion. 


Sisters.  Inheritance.  Daughters  of 
James  Middleton  Cox,  farm  boy 
who  bought  Dayton  (Ohio)  Daily 
Sens  for  $26,000;  rose  to  become 
Ohio  governor.  With  v. p.  running 
mate  FDR  lost  presidential  bid 
1920.  Returned  to  media;  amassed 
huge  empire;  d.  1957.  Since  brother 
James  Jr.'s  death  1974,  daughters 
share  98%  Cox  Enterprises:  21  dai- 
ly newspapers  (incl.  flagship  Atlanta 
Journal  and  Constitution),  22  week- 


THE  NEW  BARCLAY 


)1986B&WTCo. 


Now,  with  a  smoother,  milder  taste. 


gs,  3  mg.  "tar",  0.2  mg.  nicotine;  'lOO's,  5  mg.  "tar", 
mg.  nicotine  av.  per  cigarette  as  authorized  by  FTC. 


SURGEON  GENERAL'S  WARNING:  Smoking 
Causes  Lung  Cancer,  Heart  Disease, 
Emphysema,  And  May  Complicate  Pregnancy. 


Also  available  in  Kings. 


lies,  3  magazines.  Antitrust 
prompted  spinoff  of  Cox  Commu- 
nications (broadcasting)  1964.  Took 
private,  merged  into  Cox  Enter- 
prises in  1985  with  $1.27  billion 
cash  tender  offer.  Cox  Communica- 
tions now  has  8  TV  stations,  12 


Anne  Cox  Chambers 


radio,  with  over  1.5  million  cable- 
TV  subscribers,  TV  syndication 
(including  Lifestyles  of  the  Rich  and 
Famous),  etc.  Barbara-  Honolulu. 
63.  Divorced,  widowed,  remarried; 
2  children.  Runs  ranching  interests 
in  Hawaii,  Texas,  Australia.  "My 
sister  and  I  are  in  on  all  the  big 
decisions."  Third  husband  Garner 
Anthony,  57,  current  chairman, 
wary  of  outside  advice:  "No  one 
should  try  to  tell  us  what  to  do 
with  our  investment."  Son  James 
Cox  Kennedy,  38,  vice  president 
Cox  Enterprises.  Anne:  Atlanta. 
66.  Divorced,  3  children.  Noted 
society  hostess;  civic  leader.  Am- 
bassador to  Belgium  for,  friend  of, 
Jimmy  Carter.  Both  women  are  on 
board,  company  is  worth  over  $2 
billion. 


&ta<wy.  0^) vaA man n  cffe/m&/ey 

Real  estate.  NYC.  77.  Divorced,  re- 
married; no  children.  Son  of  dry 
goods  salesman,  worked  as  $12-a- 
week  office  boy  in  Manhattan  real- 
ty firm;  officer  at  23.  Today  Helms- 
ley-Spear,  Inc.  well  over  $5  billion 


real  estate:  50  million  sq.  ft.  com- 
mercial, incl.  Empire  State  Bldg. 
lease,  50,000  residential  units, 
13,000  hotel  rooms.  With  Larry 
Wien  (which  see),  pioneered  real  es- 
tate syndication.  Now  consolidat- 
ing: selling  partnership  properties, 
buying  solo.  Building  $300  million 
mixed-use  complex  in  Fort  Lee, 
N.J.  Prefers  making  money  to 
spending:  "I  am  buying  art,  and  I 
don't  know  what  art  should  cost.  I 
don't  even  know  what  a  pound  of 
steak  should  cost."  Second  wife, 
"Queen"  Leona,  heads  hotel  chain. 
Gave  $33  million  to  New  York 
Hospital  1986.  Swims  daily,  likes 
ballroom  dancing.  Worth  "some- 
what over  a  billion  dollars,"  by  own 
estimate.  "I  would  have  liked  to 
have  bought  Manhattan  from  the 
Indians  for  $24.  It  had  a  future." 


Harry  Brakmann  Helmsley 


Brothers.  Publishing.  Father  Samu- 
el I.  born  in  lower  Manhattan  tene- 
ment to  poor  East  European  immi- 
grants.   Managed   Bayonne  (N.J.) 


Samuel  Irving  Newhouse  fr. 


Donald  Edward  Newhouse 


Times  as  teenager;  went  on  to  build 
country's  largest  privately  owned 
newspaper  group.  Gained  reputa- 
tion for  cost-cutting.  No  office, 
worked  from  briefcase.  After  death 
1979,  sons  took  voting  stock,  kept 
hands  off  editorial.  Advance  Publi- 
cations now  29  newspapers,  1 1  U.S. 
magazines,  book  publishing,  exten- 
sive cable;  revenues  over  $2  billion. 
Si:  NYC.  58.  Married,  3  children. 
Runs      Conde-Nast  magazines 


;iorc  ;io  AHMANI 


Portfolio  Management. 
Count  on  the  thoroughness  of 
Germany's  leading  bank. 


It  requires  a  presence  in  money  centers 
worldwide  -  an  active  involvement  in  the 
underwriting  of  debt  and  equity  in  capital 
markets  around  the  globe.  It  demands  eco- 
nomic forecasting,  along  with  first-hand 
information  about  particular  stocks  and 
bonds  that  is  only  available  from  the  world's 
largest  financial  institutions.  And  it  requires 
the  skill  and  experience  to  develop  a  sound 
investment  strategy  -  a  strategy  that  pin- 
points opportunity  with  the  framework  of 
a  long-term  plan. 

Institutional  and  individual  clients 
throughout  the  world  rely  on  our  resources 
and  experience  to  handle  the  entire  range  of 
their  investment  needs,  including  the  plan- 
ning and  management  of  trusts,  estates  and 
pensions.  They  rely  on  our  thorough,  flexible 
service  -  because  standing  behind  Ger- 
many's leading  bank  are  40,000  seasoned 
banking  professionals 

At  Deutsche  Bank  you  will  find  talented 
people  skilled  in  the  century-old  tradition  of 
"Universal  Banking"  -  the  effective  com- 


bination of  credit-based  commercial  and 
service-oriented  investment  banking.  Count 
on  their  ingenuity  to  help  you  pursue  the 
most  efficient  means  of  reaching  your 
financial  goal. 

For  portfolio  management  -  as  well  as 
other  investment  and  commercial  banking 
services'  -  consider  making  Germany's 
leading  bank  your  bank. 

Contact  the  Deutsche  Bank  nearest  you. 


Deutsche  Bank  at  a  glance  (Dec.  31, 1985) 

•  Total  Assets  (in  bn  US$)  964 

•  Capital  &  Reserves  (in  bn  US$)       3  8 

•  Nos.  of  Securities  Accounts 

handled  1,300,000 

•  Market  value  of  securities 

accounts  (in  bn  US$)  66.6 

•  Stockholders  245.000 

"The  leading  bank  in  Germany  -  a  world 
leader  in  international  finance." 


Deutsche  Bank 


Portfolio  Management. 
Count  on  the  thoroughness  of 
Germany's  leading  bank. 


It  requires  a  presence  in  money  centers 
worldwide  -  an  active  involvement  in  the 
underwriting  of  debt  and  equity  in  capital 
markets  around  the  globe.  It  demands  eco- 
nomic forecasting,  along  with  first-hand 
information  about  particular  stocks  and 
bonds  that  is  only  available  from  the  world's 
largest  financial  institutions.  And  it  requires 
the  skill  and  experience  to  develop  a  sound 
investment  strategy  -  a  strategy  that  pin- 
points opportunity  with  the  framework  of 
a  long-term  plan. 

Institutional  and  individual  clients 
throughout  the  world  rely  on  our  resources 
and  experience  to  handle  the  entire  range  of 
their  investment  needs,  including  the  plan- 
ningand  management  of  trusts,  estatesand 
pensions.  They  rely  on  our  thorough,  flexible 
service  -  because  standing  behind  Ger- 
many's leading  bank  are  40,000  seasoned 
banking  professionals. 

At  Deutsche  Bank  you  will  find  talented 
people  skilled  in  the  century-old  tradition  of 
"Universal  Banking"  -  the  effective  com- 


bination of  credit-based  commercial  and 
service-oriented  investment  banking.  Count 
on  their  ingenuity  to  help  you  pursue  the 
most  efficient  means  of  reaching  your 
financial  goal. 

For  portfolio  management  -  as  well  as 
other  investment  and  commercial  banking 
services  -  consider  making  Germany's 
leading  bank  your  bank. 

Contact  the  Deutsche  Bank  nearest  you. 


Deutsche  Bank  at  a  glance  (Dec.  31, 1985) 

•  Total  Assets  (in  bn  US  $)  964 

•  Capital  &  Reserves  (in  bn  US$)  38 

•  Nos.  of  Securities  Accounts 

handled  1,300,000 

•  Market  value  of  securities 

accounts  (in  bn  US$)  66  6 

•  Stockholders  245,000 

"The  leading  bank  in  Germany  -  a  world 
leader  in  international  finance." 


Deutsche  Bank 


(Vogue,  Glamour,  Vanity  Fair,  Gour- 
met, etc.),  Random  House  book  pub- 
lishing; 30  million-plus  circ.  Parade 
magazine.  Workaholic:  at  desk  by  4 
a.m.  Handled  publicized  deal  to 
buy  New  Yorker  1985  for  $168  mil- 
lion, but  "at  this  point  in  my  life, 
prestige  is  not  anything  I'm  into." 
His  son  Samuel  III,  34,  publisher 
[N.].)  Jersey  Journal.  Donald:  NYC. 
57.  Married,  3  children.  Runs  news- 
papers (circ:  over  3  million),  cable- 
TV  business  ( 1  million  subscribers). 
His  son,  Steven,  Jersey  Journal  edi- 
tor. Brothers  opposing  one  of  his- 
tory's largest  estate  tax  cases:  IRS 
wants  $914  million,  including  $305 
million  fraud  penalties;  family 
claims  $47  million  is  due.  Pending 
resolution,  brothers  share  fortune 
worth  at  least  $2.3  billion. 


Inheritance,  banking,  real  estate. 
NYC,  Tarrytown,  N.Y.  71.  Married, 
6  children.  Grandson  of  John  Davi- 
son Rockefeller;  youngest  of  five  in 
his  generation.  Only  one  with  suc- 
cessful career  in  traditional  family 
business  (the  Chase  Bank,  now 
Chase  Manhattan).  Ph.D.  econom- 
ics 1940,  CEO  bank  1969-81.  As- 
sumed role  as  international  states- 
man; arrival  in  South  American 


David  Rockefeller 


capitals  sometimes  sparked  riots. 
Major  role  NYC  real  estate,  includ- 
ing backing  ill-fated  Westway  pro- 
ject. Succeeded  brother  Laurance  as 
chairman  Rockefeller  Brothers 
Fund,  major  philanthropic  arm 
their  generation.  Oversaw  family's 
recent  cash-out  on  Rockefeller 
Center,  acceding  to  wishes  of  cash- 
hungry  younger  relatives.  His  in- 
vestments in  real  estate,  share  of 
family  trusts  believed  worth  over 
$1  billion.  (See  also  other  Rockefellers, 
O'Neill.) 


Seagram  Co.  NYC.  57.  Married  4 
times  (twice  to  current  wife);  7  chil- 
dren. Grandfather  emigrated  from 
Russia.  Father  Samuel  Bronfman 
ran  small  hotel,  went  into  liquor 
industry  in  Canada  during  Prohibi- 
tion. Incorporated  Distillers  Corp. 
Ltd.,  acquired  Joseph  E.  Seagram  & 
Sons  Ltd.  1928.  Montreal-based  li- 
quor company  largest  producer  and 
marketer  distilled  spirits  and  wine 
in  world.  Liquor  industry  declining; 
offset  by  22.5%  stake  in  Du  Pont 


Edgar  Miles  Bronfman 


and  a  "very  important  voice  in  it 
management."  Also  10%  stakf 
Cadillac  Fairview  through  famirj 
trust  CEMP  Investment.  Seagrarr 
family  owns  almost  40%  of  compa 
ny;  Edgar  Sr.  owns  or  controls  16% 
Son  Edgar  Jr.  recently  chosen  heii 
apparent.  Senior  heads  World  Jew- 
ish Congress.  Net  worth  at  least  $1 
billion.  "Making  money  is  marvel- 
ous and  I  love  doing  it  and  I  do  it 
reasonably  well." 

<  /la  yw  n  z/)a/uis 

Oil,  entertainment.  Denver  and 
Beverly  Hills.  61.  Married,  5  chil 
dren.  British  immigrant  father  did 
well  in  women's  dresses,  left  Man- 
hattan for  oil  business  after  WWII. 
Marvin  joined  1947,  bought  many 
cheap  oil  leases  in  unpopular  Rock-j 
ies;  became  "Mr.  Wildcatter,"  one 
of  U.S.'  biggest.  Sold  half  oil  proper- 
ties to  Hiram  Walker  1981  for  $630 
million,  before  crash.  Sold  interest 
in  4  Denver  office  towers  1982  to 
Prudential  for  $500  million,  before 
crash.  Wanted  to  make  "fun  invest- 
ments." Bought  20th  Century-Fox 
with  Marc  Rich  (which  see)  1981; 
paid  $20  million  for  Beverly  Hills 
home  of  Kenny  Rogers  1984.  Sold 
Fox  in  stages  to  Rupert  Murdoch 
(which  see)  last  year;  kept  some  real 
estate,  $350  million  profit;  enter- 
tainment cos.  at  historic  highs. 
Sold  more  oil  properties  1985  for 
$180  million.  Largely  out  of  oil, 
into  cash.  Now  prowling:  bid  for 
CBS  rejected  1986.  A  billionaire. 
"No  one  scares  me  off." 


Marvin  Davis 


^fa/fat  (?lu6evt '  Stn>ne h/k> fa 

Publishing.  Wynnewood,  Pa;  Ran- 
cho  Mirage,  Calif.  78.  Divorced,  re- 
married; 1  daughter.  Son  of  Moses 
Annenberg,  tough  founder  of  Trian- 
gle Publications  (d.  1942).  Took 
over  debt-ridden  firm  age  32  ("I  was 
just  a  well-fed  house  dog");  built  to 
preeminence.  Launched  TV  Guide 
1953;  now  among  country's  most 
profitable.  Also  Seventeen,  Daily  Rac- 
ing Form,  Good  Food.  Former  am- 
bassador Court  of  St.  James's.  Tri- 
angle Publications,  other  holdings, 
worth  over  $2  billion.  Each  of  5 
living  sisters  (which  see)  and  fam- 
ilies of  2  deceased  owns  over  9%. 
Walter  votes  all  shares,  holds  about 
35%;  with  extensive  art  collection, 
real  estate,  worth  $1  billion. 


Walter  Hubert  Annenberg 


Inheritance,  oil.  Dallas.  71.  Mar- 
ried, 3  children.  Eldest  child  of  H.L. 
Hunt  (see  other  Hunts,  Schoellkopf). 
Stayed  out  of  famous  brothers'  sil- 
ver play;  now  suing  to  stay  out  of 
their  Chapter  1 1  filings.  Reportedly 
insisted  "the  boys"  use  additional 
personal  assets  to  secure  principal 
family  holding,  Placid  Oil,  after 
1980  silver  crash;  she  denies.  With 
sister  Caroline,  withdrew  her  share 
(plus  trusts  she  controls  for  inca- 


pacitated brother  Hassie)  from  fam- 
ily's oil  trusts  1983.  Learned  oil 
business  traveling  with  H.L.  as 
young  woman;  now  has  own  oil 
operation,  also  real  estate.  Strong- 
minded;  dominates  family  meet- 
ings: "She  seemed  dedicated  to  re- 


Margaret  Hunt  Hill 


minding  the  family  that  they  were 
Hunts  and  should  act  accordingly." 
Fortune,  including  Hassie's  trusts, 
believed  worth  at  least  $1  billion. 


Hewlett-Packard.  Portola  Valley, 
Calif.  73.  Widowed,  remarried 
1978;  5  children,  5  stepchildren.  Af- 
ter graduating  Stanford  1939  in- 
vented audio-oscillator  in  Palo  Alto 
garage  with  David  Packard  (which 
see).  Incorporated  in  1947  as  design- 
er/manufacturer precision  elec- 
tronic equipment.  Expanded  into 
computers  1966.  Now  revamping 
computer  division  to  develop  inno- 
vative RISC  Spectrum  program 
(stripped-down  circuiting  to  in- 
crease speed  of  performance).  Vice 
chairman.  Owns  Idaho  cattle  ranch 
in  conjunction  with  Packard.  His 
remaining  12%  stake  in  H-P  worth 
$1  billion. 


William  Redington  Hewlett 


Oil,  investments.  Denver.  46.  Mar- 
ried, 3  children.  Father  built  Mid- 
west oil  business.  Phil  bought  him 
out  early  1960s;  sold  drilling  rigs, 


Philip  Frederick  Anschutz 


bought  oil,  gas  leases.  Major  find: 
Anschutz  Ranch  East  in  Wyoming, 
Utah  ("the  kind  of  field  that  gives 
oilmen  goose  pimples");  sold  half 
his  interest  to  Mobil  1982  for  $500 
million.  Other  oil,  minerals  (cobalt, 
tungsten,  etc.);  ranches  (11  million 
acres);  stocks  (Pennwalt,  Ideal  Ba- 
sic). Bought  Rio  Grande  RR  for 
$500  million  1984:  "It  was  a  steal." 
Recently  sold  Denver  skyscrapers, 
kept  fully  leased  Anaconda  Tower. 
Reputed  worldwide  energy  ven- 
tures with  foreign  governments. 
Net  worth  may  yet  be  $1  billion. 
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the  company  that 
first  improved 
the  personal 
computer  standard, 
does  it  again . . . 


■  /  r  i  ii  i 


COMPAQ  advance 

personal! 


386 


COMPAQ  announces  a  majd 
improvement  to  the  industr 
standard,  one  that  carries  yoj 
far  beyond  the  limits  of  today' 
"advanced  technology"  peii 
sonal  computers.  It's  the  nev 
COMPAQ  DESKPRO  386; M  an 
it  reaches  far  higher  levels  o 
speed,  compatibility,  perform 
ance,  and  expandability  than  havi 
ever  been  attainable  in  persona 
computers.  Dozens  of  separat< 


Introducing  the  new  COMPAQ  DESKPRO 


enhancements! 
have  been  combinedl 
in  one  desktop  computer  toll 
make  the  COMPAQ  DESKPRO  386 
the  most  advanced  personal  com- 
puter in  the  world.  There's  no  per-] 
sonal  computer  more  ideal  for! 
power  users,  networking,  and1 
connecting  to  a  mainframe. 


The  most  advanced  persona 


dvanced-technology 
DmDuters 


he  new  high-speed,  32-bit,  16- 
iWj.z  Intel"  80386  microprocessor 
tans  the  heart  of  this 
oiakthrough.  It's  the 
la|St  from  Intel's  popu- 
las family  of  micropro- 
jtisors  that  now  power 
«v  :l  over  nine  million 
inustry-standard  PC's. 
^Bsuch,  it  runs  all  the 
p  !>ular  personal  pro- 
d j'tivity  software  you 
a|:ady  own  two  to 
ti  ee  times  faster 
■in  ever  and  now 
lt|  you  do  things 
Brer  before  possi- 
b  on  personal 
c;nputers.  But 
il  chip  is  only 
If  beginning 
ijhis  story. 


The  Intel  80386  micro- 
processor is  faster  and 
much  more  powerful  than 
any  of  its  predecessors. 


Each  component 
the  very  best 


faster  access.  Enhanced  color 
graphics.  A  built-in  interface  for 
your  lightpen.  And  even  a  built-in 
expanded  memory  manager  that 
breaks  the  "640K  barrier"  of 
current  operating  systems. 

We  made  improvements  to  the 
keyboard  and  the  internal  fixed 
disk  drive  backup,  and  added  a 
host  of  other  features,  which 
taken  together,  make  this  the 
most  advanced  personal  com- 
puter available,  and  the  very  first 
to  offer  a  true  minicomputer  level 
of  performance  in  an  industry- 
standard  desktop  computer. 


The  winning  numbers 


ware,  it  is  setting  a  clear  direction 
for  the  future.  It  preserves  your 
investment  in  software  and  train- 
ing while  allowing  the  devel- 
opment of  powerful  business 
programs,  far  more  advanced  en- 
gineering software  and  artificial 
intelligence  applications. 

No  compromises 

From  the  integrity  of  its  compo- 
nents, to  its  unquestionable  com- 
patibility and  connectability,  to 
its  numerous  enhancements,  the 
COMPAQ  DESKPRO  386  pushes 
all  of  the 
limits  of 

jB^SElllPU* 


The  new  COMPAQ  DESKPRO 
386  features  advanced  32-bit 
architecture  that  pro- 
cesses twice  as  much 
information  as  16-bit 
computers  in  the  same 
amount    of  time. 
Coupled  with  a  much 
faster  16-MHz 
processing  speed, 
it  radically 
improves  the  respon- 
siveness of  spread- 
sheets, databases,  and 
networks;  the  ease  of 
multi-tasking;  and  the 
power  of  engineering 
software.  Because 

with  software  designed  for  a  wide  onQOA  ic  ™mr-,at; 

variety  of  display  standards:  EGA,  tne  OU^ciO  IS  Compati- 

ble with  today's  soft- 


Ifrformance  enhancements  go 
|j  beyond  the  microprocessor, 
lilwever.  Every  component 
ws  been  optimized  to 
Ike  advantage  of  the 
Bijcreased  speed  and 
|wer  of  the  80386. 
jvVe  offer,  for  instance, 
ar  greater  memory 
inn  other  advanced- 

i^hnology  personal      The  COMPAQ  Color  Monitor  works 

I'mputers.  Plus 

■Ore  Storage  With      CGA  and  monochrome 


Run  industry-standard  software 
2-3  times  faster  than  ever 

advanced  technology  — with  no 
compromises.  It's  clearly  the 
computer  of  choice  for  today's 
and  tomorrow's  most  demanding 
users.  From  the  company  that  has 
the  highest  user  satisfaction  rat- 
ings in  the  industry. 


It  simply  works  better. 


omputer  in  the  world  comPAa 


Why  the  OOMBtt 
continue  to  be  the  world's  molt 

long  after  othei 


The  80386  microprocessor  is  j 
one  of  the  many  ways  COMP 


The  most  advanced  person* 


[ESKPRO  386  will 
advanced  personal  computer 
copy  its  engine 




reater  stores  of  knowledge 


t. 


e  COMPAQ  DESKPRO  386 
ovides  the  most  storage  capac- 
i  and  performance  available  in 
y  personal  computer.  High- 

rformance  40-  and  130-   

egabyte  fixed  disk  drives 
e  50  to  150  percent  faster 
an  those  used  in  other 
s.  And  they  store  a  ro- 
of 5,000  to  50,000 
ore  pages  of  data. 
We  also  developed  a  W 
st,  economical  way  to  1 
otect  all  that  data.  You 
n  back  up  and  verify  40 
egabytes  of  data  on  a 
ngle  formatted  cartridge 
the  timesaving  rate  of 
e  Megabyte  per  minute. 


The  most  memorable 
personal  computer 

eak  the  640-Kbyte  memory 
Barrier  and  use  up  to  8  Mega- 
bytes of  high-speed  32-bit  RAM 
kith  the  COMPAQ  Expanded 
lemory  Manager.  This  software 
ijpmes  standard  and  works  with 
■.  urograms  that  follow  the  Lotus7 
1  ptel7Microsoff  (LIM)  Expanded 
;|lemory  Specification,  allowing 
you  to  build  bigger 


spreadsheets,  sort  larger  data- 
bases and  run  more  programs. 
And  unlike  other  personal  com- 
puters, this  feature  requires  no 
additional  software,  and  the 
high-speed  RAM  uses  no  expan- 
sion slots,  leaving  more  for  you. 


Storage  drives 
access  data  faster, 
enhancing  performance 


1 


Lead  a  much  more 
colorful  life 


When  combined  with 
the  COMPAQ  Enhanced 
Color  Graphics  Board, 
the  new  COMPAQ  Color 
Monitor  can  display  16 
colors  at  once  from  a  64- 
color  palette.  And  this 
same  board  provides  the 
high-resolution  graphics— 640  x 
350— that  many  users  require. 


Expanding  horizons 

Exceptional  expandability  lets 
you  add  as  many  as  four  internal 
storage  devices.  You  can  add 
more  RAM,  too.  Up  to  10  Mega- 
bytes of  RAM  can  be  placed 
on  the  system  board  with- 
out using  an  expansion 
slot;  14  Megabytes  using 
only  two.  You  can  also  ( 
add  our  Enhanced  Color 
Graphics  Board  that  has  a  v; 
lightpen  interface  built  in. 
This  leaves  four  expansion  slots 
compatible  with  industry-standard 


expansion  boards.  So  you  can 
communicate  with  mainframes, 
in  a  network,  or  in  a  multi-user 
environment. 


Built  to  higher  standards, 
with  "more"  standards 


We  build  more  into  the  COMPAQ 
DESKPRO  386,  with  more  care. 
We  have  included  interfaces  for 
printers  and  modems.  We  pro- 
tected storage  devices  with  shock 
isolation  systems.  We  improved 
the  keyboard  to  help  touch  typ- 
ists avoid  mistakes  and  simplify 
common  chores.  And  we  offer  a 
full  one-year  warranty 

Some  companies  may  copy  one 
or  two  features  of  our  latest  com- 
puter. But  it  will  be  years  before 
they  copy  them  all.  That's  just 
one  more  reason  why  COMPAQ 
Computers  are  recognized  as  best 
in  their  classes  by  industry  ex- 
perts and  users  alike. 


most  advanced  personal  computer 
luse  it  incorporates  the  most  advances 


Use  a  mouse 
with  an  expansion 
board.  Or  a  lightpen  with 
a  built-in  interface  on  the 
COMPAQ  Enhanced  Color  Graphics  Board 


It  simply  works  better. 


omputer  in  the  world 


comPAa 


COMPAQ  create 
computer  th 


The  COMPAQ  DESKPRO  38 
is  so  advanced  it  will  replad 
many  larger,  more  expensivi 
computers.  Engineers  an 
other  power  users  will  now  ti 
doing  many  things  on  person! 
computers  once  thought  impoi 
sible  or  impractical.  The  nei 
COMPAQ  DESKPRO  38| 
breaks  all  the  barriers  d 
personal  computin 


The  speed  and  power  of  the 
COMPAQ  DESKPRO  386make 
it  the  personal  computer  of  choice  for 
CAD/CAE,  networking,  andmulti- 
tasking/multi-users. 


The  most  advanced  persona 


tie  first  personal 
links  it  isn't 


he  better  alternative  to 
e  dedicated  workstation 


COMPAQ  DESKPRO  386 
powerful  alternative  to 
icated  systems  that  do 
thing,  like  computer- 
d  design,  extremely 
1.  Now,  you  can  match 
ir  performance,  and 
1  run  hundreds  of 
ustry-standard  pre- 
lims as  well,  with  a 
rltem  costing  thou- 
;;:ds  of  dollars  less. 


!  desktop  minicomputer? 

?  ter  disk  drives,  32-bit  architec- 
tile  and  a  large  linear  address 
Wee  allow  software 
j  -elopers  to  easily 
n,dify  minicomput- 
2  programs  for  use 
If  the  COMPAQ 
CiSKPRO  386.  Plus, 
;  get  minicomputer- 
llel  performance 
Iflth  your  current 
nrsonal  productiv- 
Hsoftware. 


CAD/CAE  programs  like  AutoCAD'"  enable  you  to 
do  detailed  electronic  modeling,  and  the  speed  of  the 
80287 coprocessor  provides  real-time  response. 


can  handle  additional  users  with 
no  loss  of  performance. 




80386 

80286 

The  80386  runs 
software  written  for 
earlier  chips  and 
adds  more  power. 


Net  gain 


i^th  the  COMPAQ  DESKPRO 
1 5  as  your  network  file  server  or 
tjilti-user  host  computer  comes 
£  i  ater  productivity.  Your  system 
llil  run  faster  than  ever.  And  you 


Multi-task  master 

Running  several  programs  si- 
multaneously, and  switching 
between  them,  has  never 
been  better.  Its  speed  and 
vast  memory  capacity  make 
the  COMPAQ  DESKPRO  386 
ideal,  especially  when  running 
software  under  XENIX.  System 
V/286  by  COMPAQ. 


Exceptional  speed  and 
memory  make  the 
COMPAQ  DESKPRO  386 
ideal  for  multi-tasking.  You 
can  run  several  programs 
at  the  same  time  and  switch 
between  them 


Building  bridges 
to  engineers 


Engineers  can  now  turn  to 
the  COMPAQ  DESKPRO  386 
instead  of  costly  minicom- 
puters or  mainframes. 
Used  with  the  80287  co- 
processor option,  it  gives 
you  the  speed  you  need. 
In  addition,  the  new 
COMPAQ  Color  Monitor 
and  Enhanced  Color 
Graphics  Board  offer 
resolution  required  for 
most  graphics  applications  with 
a  built-in  interface  for  those  who 
use  a  lightpen. 


Artificial  intelligence 

The  speed,  memory  and  storage 
of  the  COMPAQ  DESKPRO  386 
now  make  artificial  intelligence 
in  personal  computers  a  real  pos- 
sibility. Soon  available,  these  new 
AI  programs  promise  to  make 
personal  computing  even  easier 
than  it  is  now.  The  COMPAQ 
DESKPRO  386  is  an  investment 
in  the  future  that  pays  handsome 
dividends  today. 


It  simply  works  better. 


:  >mputer  in  the  world 


comPAa 


History  in  the  making 
from  a  company  that  knows  how 


Very  few  per- 
sonal computer 
companies  have 
managed  to  gain^he 
worldwide  respect 
and  acceptance  from 
computer  users  that  COMPAQ 
has.  That's  because  from  the 
outset,  we  made  clear  our  in- 
tentions—no compromises. 


First  and  best 

The  COMPAQ  DESKPRO  386  is 
the  first  PC  from  a  major  manu- 
facturer based  on  the  new  80386 
microprocessor.  Its  power,  speed, 
performance,  and  built-in  fea- 
tures exceed  every  other  per- 
sonal computer  you  can  buy. 
Not  surprising  from  a  company 
with  a  history  of  being  first  with 
the  best. 


A  long  line  of  firsts 

COMPAQ  was  the  first  to  intro- 
duce a  full-function  portable 
computer  that  could  do  more 
than  most  desktops. 

We  were  the  first  to  offer  desk- 
tops that  were  faster  and  more 
expandable  than  the  IBM  -PC. 

The  first  to  offer  an  internal 
fixed  disk  drive  backup  system. 

The  first  to  introduce  a  desktop 
more  powerful  than  the  IBM  PC- 
AT*.  And  the  first  to  offer  an 
equally  powerful,  yet  portable 
80286-based  personal  computer. 


COMPAQ  makes  the  widest  line  of 
desktop  and  portable  business  personal 
computers,  each  tops  in  its  class,  giving 
COMPAQ  the  highest  user 
satisfaction  ratings  in  the 
industry 


One  good  thing 
leads  to  another 


The  COMPAQ  Portable  led  i 
company  to  the  most  success 
first  year  in  American  businj 
history.  Each  successive  prod 
led  COMPAQ  to  the  Fortune  j 
faster  than  any  other  company 
history.  By  refusing  to  comprom 
we'll  kf 
maki 
histoi 


For  the  Authorized  Dealer 
nearest  you,  call  1-800-231-0900  and 
ask  for  Operator  23.  In  Canada,  call  416-449-8741.  Operator  23. 


It  simply  works  better. 


Real  estate.  NYC.  68.  Married,  4 
children.  Family's  fourth  genera- 
i  |tion  in  NYC  real  estate:  "I've  got 
concrete  in  my  veins."  Sam  now 
;largest    U.S.    apartment  owner: 
i87,000  units,  most  in  NYC  area, 
i  I  Starting  huge  Newport  City  in  N.J., 
I: across  from  World  Trade  Center: 
!400  acres,  9,000  units  housing,  4 
million  sq.  ft.  office,  1  million  sq. 
;  jft.  malls,  marinas,  museum  for  his 
:  I  French    Impressionist  collection 
I  [("Jersey's  a  little  light  on  mu- 
I  Jseums");  partners  with  Melvin  Si- 
jmon  (which  see).  Also  gas  and  oil 
{interests,   music   publishing  and 
^management     (Streisand,  Diana 
|  Ross):  "A  song  I  don't  have  to  paint 
I  [every  two  years."  Also  Broadway's 
.'ICatt,  TVs  Fame.  Gregarious.  Worth 
I  at  least  $950  million. 


^Laaretiee  St /an  S/tsc/i 

Brothers.  Loews  Corp.  Close-knit 
siblings  bought  N.J.  resort  with  fa- 
ther 1946;  12-hotel  chain  by  1955; 
gained  control  Loews  1960.  Now 
highly  profitable  $6.7  billion  (1985 
revenues)  conglomerate  (Lorillard 
Tobacco,  CNA  Financial  insur- 
ance, Bulova  Watch,  hotels;  movie 
theaters  until  1985).  Over  half  of 
assets  in  investment  portfolio.  Suc- 
ceeded where  others  (Jesse  Helms, 
Ted  Turner  [which  see])  have  failed: 
began  buying  CBS  stock  as  "white 
knights,"  presently  hold  almost 
25%;  brothers  now  effectively  con- 
trol network;  Larry  acting  CEO  fol- 
lowing recent  palace  coup  with  ally 
William  Paley  (which  see).  Larry: 
NYC  and  Rye,  N.Y.  63.  Married,  4 


sons.  "Mr.  Inside,"  behind-the- 
scenes  financial  and  strategic  ge- 
nius. CBS  board  member.  Bob: 
NYC  and  Harrison,  N.Y.  60.  Mar- 
ried, 2  sons,  1  daughter.  Gregarious 
"Mr.  Outside,"  logged  over  120,000 
miles  a  year  traveling  to  company 
properties.  Named  Postmaster 
General  1986;  resigned  Loews'  of- 
fices. Brothers  well  respected  on 
Wall  Street  for  fundamental  invest- 
ment skills.  Millions  to  NYU 
(Tisch  School  of  the  Arts),  Jewish 
causes.  Larry  at  CBS  and  Bob  in 
D.C.  share  ownership  over  19  mil- 
lion shares  Loews;  with  proceeds 
sale  Loews  stock,  real  estate  worth 
at  least  $1.9  billion. 


Shopping  centers.  Youngstown, 
Ohio.  68.  Married;  1  son,  1  daugh- 
ter, both  in  business.  At  13,  wrote 
bids  for  stepfather,  a  paving  con- 


Average  net  worth 
among  The  Forbes  Four 
Hundred  is  at  least 
$390  million. 


tractor.  After  Notre  Dame,  WWII; 
plunged  1949  on  untested  idea:  sub- 
urban shopping  centers.  Plunged 
again  1960s  on  giant  regional  malls. 
Now  largest  U.S.  mall  developer 
and  manager  ("It's  a  biiig  opera- 
tion"): 60  million  sq.  ft.;  55  major 
malls.  Also  offices;  hotels;  condos; 
much  land  around  malls.  Family 
owns  3  racetracks,  San  Francisco 
(football)  49ers.  "Mr.  D"  works  6 
a.m.  to  after  dark,  only  7-hour  Sun- 


days; proud  never  to  have  taken  a 
vacation.  Worth  more  than  $900 
million.  "I'm  going  to  keep  going 
until  somebody  hits  me  in  the  face 
with  a  spade.  Period." 


7/ ( <//,«>>,  S  vet '%0 

Publishing.  Manalapan,  Fla.  56.  Di- 
vorced; 3  sons.  Father  was  WWI 
aviator,  noted  lecturer,  author;  co- 
founded  Ziff-Davis  1936;  died 
1953— William  Jr.  was  23.  Bought 
out  Davis.  Recognized  uses  of  up- 
ward mobility,  expanded:  Boating, 
Yachting,  Flying,  eventually  50  mag- 
azines. TV  stations  1970s.  Sold  sta- 
tions for  $100  million  1983;  12 
business  magazines  to  Rupert  Mur- 
doch (which  see)  for  $350  million,  12 
consumer  magazines  to  CBS,  $362 
million,  both  1985.  Selling  elec- 
tronic services  divisions.  Keeping 
computer  magazines,  but  "I'd  rath- 
er build  houses.  The  money  is  not 
to  build  an  empire."  Net  worth  ex- 
ceeds $900  million. 


Inheritance.  Gladwyne,  Pa.  67.  Di- 
vorced, widowed,  remarried;  3  chil- 
dren by  first  wife,  4  step-children. 
John  Sr.  left  academe  for  $7.50/wk. 
job  at  Campbell  Soup  Co.  Brain- 
storm: condensed  soup  in  a  can. 
Became  pres.  1914,  died  1930  will- 
ing then-third-largest  U.S.  estate 
(company  plus  investments)  to  5 
children  (4  daughters  now  de- 
ceased; see  Hamilton,  et  al).  One- 
third  inheritance  to  John  Jr.  and 
family.  "Not  a  penny  to  charity." 
John  Jr.  gives  much  often,  reported- 
ly mostly  anonymous.  Joined  com- 
pany 1946,  worked  as  assistant  to 
pres.;  chairman  from  1962  during 
much  growth,  acquisitions  (Swan- 
son,  Pepperidge  Farm).  Retired 
1984  age  65  after  open-heart  sur- 
gery 1981.  He  controls  some  16 
million  immediate-family  shares 
through  trusts;  other  assets:  for- 
tune worth  at  least  $900  million. 


Inheritance,  investments.  NYC  and 
Tarrytown,  N.Y.  76.  Married;  3 
daughters,  1  son.  Grandson  of  John 
D.  Rockefeller;  middle  brother  of 
five;  grew  up  closest  to  brother  Nel- 
son. Early  venture  capital  with 
principal  from  huge  1934  trust: 
Eastern  Air  Lines,  McDonnell 
Douglas,  more  recently  $100  mil- 


lion  gain  on  Apple  Computer.  Vast 
real  estate  St.  Croix,  Wyoming,  etc. 
Developed  exclusive  Rockresorts: 
swanky,  remote  vacation  spots. 
Proponent  failed  NYC  Westway 
project.  Major  philanthropies: 
$36.2  million  gift  Memorial  Sloan- 
Kettering,  $10  million  to  Prince- 
ton. His,  family's  portion  Rockefel- 
ler fortune  estimated  around  $900 
million.  (See  also  other  Rockefellers.) 

Inheritance,  oil,  real  estate.  Dallas. 
63.  Divorced,  remarried;  5  children 
by  first  marriage.  Second  daughter 
of  H.L.  Hunt  (see  other  Hunts,  Hill). 
Avoided  brothers'  1980  silver  deba- 
cle; separated  her  trusts  1983;  suing 
to  avoid  brothers'  Chapter  11. 
Owns  Rosewood  Resources  oil 
company,  but  main  focus  superlux- 
ury  hotels:  Beverly  Hills,  Hawaii,  2 
in  Dallas  incl.  opulent  $250  million 
Crescent  Court  hotel/office/retail 
complex;  sold  Houston  hotel  at  loss 
1985.  Lives  frugally,  except  when 
visiting  hotels:  "For  the  first  time, 
do  you  know,  I  have  an  excuse  to 
live  luxuriously."  Sister:  "You 
would  never  find  Caroline  not  be- 
ing nice  to  people."  With  oil  de- 
cline, no  longer  a  billionaire. 


59  members  of 
The  Forbes  Four  Hundred 
have  fortunes  derived 

principally  from 
financial  operations. 
(In  1985,  45.) 
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Anheuser-Busch.  St.  Louis.  87. 
Widowed,  twice  divorced,  remar- 
ried; 10  children.  Adolphus  Busch, 
Bavarian  immigrant,  began  opera- 
tion Anheuser-Busch  1876.  Compa- 
ny made  corn  syrup  and  yeast  dur- 
ing Prohibition;  Budweiser  before 
and  after.  August  Jr.  ran  company 
1946-75.  Busch  holds  nearly  40%  of 
U.S.  beer  market.  Also,  St.  Louis 
(baseball)  Cardinals.  "My  ambition 
is,  whether  hell  or  high  water,  to 
get  a  championship  baseball  team 
for  St.  Louis."  (World  Series  loser 
1985,  winner  1982.)  At  82,  first 
American  to  capture  Queen's  Cup 
coaching  title  (precision  horse  and 
carriage  driving).  Son,  August  III, 
49,  heads  company,  but  August  II 
holds  stock  worth  $860  million. 


Sifted  S//f',e</  //««/, 

Real  estate,  art.  Bloomfield  Hills, 
Mich.;  Palm  Beach.  61.  Divorced, 
remarried  (to  former  Miss  Israel);  3 
children.  Started  construction  with 
$5,000  loan  1951;  built  200  gas  sta- 
tions for  pal  Max  Fisher  (which  see). 
Developed  strip  shopping  centers; 
large-scale  regional  malls  1960s; 
now  controls  20  upscale  malls,  24 
million  sq.  ft.  retail  space.  Led  Ir- 
vine Ranch  buyout  1977;  $150  mil- 
lion profit  1983.  Owns  60%  Sothe- 
by's, Woodward  &  Lothrop  depart- 
ment stores  (D.C.),  100  movie 
screens,  A&W  restaurant  franchi- 
sor: "Selling  art  has  much  in  com- 
mon with  selling  root  beer."  Failed 
takeover  of  Pulitzer  Publishing  Co. 
1986.  Net  worth  over  $800  million. 
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Grain  trader.  NYC.  73.  Widowed, 
remarried;  5  children.  Belgian  fam- 
ily began  trading  grain  1813.  Start- 
ed U.S.  operation  1921  as  Conti- 
nental Grain;  completed  move  after 
France  fell  1940.  Michel  (Army  in- 
telligence WWII)  took  over  after 
father's  death  1944.  Controls  20% 
world  grain  trade,  revenues  over 
$14  billion  (2nd  to  Cargill,  which 
see).  Surrounds  self  with  talent: 
"many  egos,  but  only  one  opinion." 
Still  chairman;   son  Paul,  group 


president,  taking  on  responsibil- 
ities. Michel,  long  publicity-shy, 
lately  in  news  criticizing  govern- 
ment trade  policies.  With  3.3  mil- 
lion shares  Overseas  Shipholding, 
90%  Continental,  net  worth  should 
exceed  $800  million. 


0 


Brothers.  Oil,  investments.  Fort 
Worth.  Legendary  oilman  Sid  Rich- 
ardson (d.  1959)  left  bulk  of  estate 
to  foundation,  rest  to  nephew  Perry 
Richardson  Bass,  whose  mother 
lent  Sid  $40  to  start  in  oilfields 
1930s.  Perry  built  huge  private  oil 
empire;  turned  over  business  to  son 
Sid  1968:  "I  am  going  sailing." 
Navigated  Ted  Turner's  World 
Open  championship  win  1972.  Sid: 
43.  Married,  2  children.  Expanded 
fortune  dramatically  from  oil  (still 
vast  holdings)  to  stock,  other  in- 
vestments; sold  9.7%  Texaco  back 
to  co.  for  estimated  $400  million 
profit  1984;  also  Disney,  et  all 
Brothers,  all  Yale  grads,  lost  bid  for 
congressional  bill  to  split  family 
holdings  tax-free  1984;  got  private 
ruling  from  IRS  1985,  now  operat- 
ing independently;  much  still  held 
in  common.  Edward:  41.  Single. 
Pursues  avant-garde  arts,  $30  mil- 
lion Biosphere  in  Arizona  desert, 
hotel  in  Katmandu,  etc.  Robert:  38. 
Married,  2  children.  Feeling  over- 
shadowed by  Sid,  formed  own  co., 
took  over  family's  real  estate  activ- 
ities (but  not  downtown  Fort  Worth 
towers)  1984.  Sold  his  Disney 
shares  to  invest  in  Alexander's, 
lately  has  acquired  19.5%  of  Taft 
Broadcasting.  Lee:  30.  Married, 
childless.  Operates  with  Sid;  they 
still  have  18%  Disney,  big  stake 
American  Medical  Intl.  Otherwise 
quiet;  Sid:  "I  just  want  to  disap- 
pear." Philanthropic:  Most  of 
wealth  in  common  interests  oil, 
real  estate,  stock,  etc.  in  which 
each  brother  still  has  undivided  in- 
terest; total,  incl.  separate  invest- 
ments, exceeds  $3.2  billion. 


Coca-Cola  bottler.  Chattanooga, 
Tenn.  60.  Married,  4  children. 
Grandfather  John  T.  got  right  to 
bottle/distribute  Coca-Cola  1899. 
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Jsed  piece  of  patent  medicine  for- 
une  to  finance  first  Coke  bottling 
ilants  jd.  1933).  Father  Carter  took 
>ver;  bought,  sold  Coke  franchises 
t  frantic  pace  (d.  1977).  After  PT 
>oat  assignment  with  Navy,  "Jack" 
Dined  business  as  bottle  washer. 
TL  Corp.  now  largest  bottler  in 
J.S.:   Texas,   Arizona,  Colorado; 
If'olume  over  $650  million.  Agreed 
Ho  sell  to  Coca-Cola  1986  for  $1.4 
t<  )illion.  "The  timing  was  right  for 
?. his."  Jack's  good  timing,  70%  JTL 
!  .hould  net  him  $785  million. 


/{<>//<„< 

inheritance.   Upperville,   Va.  79. 
i  iiVidowed,  remarried;  2  children  by 
' :  irst  wife  (see  Timothy  Mellon,  Cather- 
ne  Conover).  Grandfather  Thomas 
started  Mellon  Bank  forerunners, 
venture  capital;  family  got  signifi- 
cant chunks  Gulf  Oil,  Alcoa,  Gen- 
eral Re,  Koppers,  etc.  Empire  ad- 
vanced by  Paul's  father,  Andrew 
U.S.  Treasury  Secretary  1921-32, 
ifounder  of  National  Gallery,  d. 
1937).  Paul  floated  into,  then  out  of, 
family  businesses.  Patrician  life- 
istyle  raising  horses  on  4,400-acre 
iestate,  collecting  art  on  giant  scale. 
After  lavish  donations  art  ($31  mil- 
jlion  building,  perhaps  $100  million 
in  art  to  National  Gallery,  $18  mil- 
lion building,  perhaps  $100  million 
in  art  to  Yale,  etc.),  net  worth  be- 
lieved over  $775  million.  (See  also 
\  other  Mellom,  Currier,  May,  Scaife.) 


Inheritance.  Winrock  Farm,  Ark. 
38.  Divorced,  remarried;  3  children 
by  first  wife.  Great-grandson  John 
D.  Rockefeller.  Father  Winthrop  (d. 
1973)  fled  family  to  build  Arkansas 
fiefdom:  leveled  top  of  Petit  Jean 
Mountain  to  create  Winrock  Farm; 
twice  Republican  governor.  Win 
Paul  product  of  brief,  scandalous 
union  of  Winthrop  and  Barbara 
(Bobo)  Sears;  she  raised  Win  outside 
grandfather  J.D.  Rockefeller  Jr.'s 
purview:  sent  to  European  boarding 
schools,  Oxford  (flunked  out).  Runs 
Winrock,  taking  increasingly  active 
role  in  Ark.  business,  especially 
banking.  Talked  about  for  gover- 
norship. His  share  family  fortune 
estimated  over  $750  million.  (See 
also  other  Rockefellers,  O'Neill ) 


cfo/  l/o/dm<jm 

Real  estate.  NYC.  69.  Separated,  4 
children.  Quit  college  1935  to  run 
father's  grocery  store.  With  neigh- 
bor Alex  DiLorenzo  Jr.  bought  fore- 
closed properties;  became  NYC's 
largest,  most  leveraged  landlord. 
Almost  destroyed  by  1973-74  real 
estate  crash,  lost  40%  of  holdings, 
incl.  Chrysler  Bldg.  Sol  split  re- 
maining parcels  with  DiLorenzo 
heirs  1977  by  flipping  quarters  (see 
DiLorenzo  family).  Now  over  600 
properties,  mostly  NYC:  "Every 
time  I  sell,  I'm  sorry."  Acquitted  of 
perjury  1986  in  illegal  midnight  de- 
molition; suing  accuser  for  $1  bil- 
lion. Wife  claims  Sol,  late  lawyer 
Roy  Cohn  tricked  her  in  separation 
settlement;  ruling  pending.  Net 
worth  probably  over  $750  million. 


Real  estate,  securities.  Honolulu 
and  Baltimore.  78.  Married,  1  son. 
Austrian  immigrant  age  4,  quit 
school  at  12.  Began  buying  dilapi- 
dated Baltimore  properties  1930s. 
Sank  profits  into  public  bus  compa- 
nies 1950s,  1960s;  after  fare  hikes, 
service  cuts,  strikes,  sometimes 
sold  back  to  cities.  Lured  to  Hawaii 
by  transit  company,  stayed:  now 
"Honolulu  Harry."  Favors  flowered 
shirts,  intimidation  tactics.  Pio- 
neering corporate  raids  on  Dil- 
lingham, Amfac,  et  al.  1960s,  but 
lost  Alexander  &.  Baldwin  proxy 
fight  1985,  ousted  from  board. 
Bounced  back  with  offer  for  Maui 
Land  &  Pineapple.  Vast  Hawaiian 


real  estate;  also  sitting  on  Balti- 
more properties  amid  redevelop- 
ment. Longtime  bone  cancer  now 
in  remission.  Worth  at  least  $725 
million:  "It's  all  going  to  charity." 


The  News  Corp.  Ltd.  Australia, 
London,  NYC.  55.  Divorced,  remar- 
ried; 4  children.  Father  Sir  Keith 
celebrated  editor  Melbourne  Herald. 
Rupert  drained  on  London's  Fleet 
Street  prior  to  Oxford;  graduated 
1952.  Inherited  Australia's  strug- 
gling Adelaide  News,  revived  tabloid 
with  splashy  headlines,  Everyman 
appeal.  "Most  people  will  tell  you 
what  they  think  that  they  want,  or 
should  want  to  read,  but  not  what 
they'll  actually  buy  and  look  at." 
Publications:  London  fthe  Times  of 
London,  the  Sun,  News  of  the  World); 
U.S.  (New  York  Post,  New  York  maga- 
zine, Boston  Herald,  etc./  Further 
expanded  into  broadcasting  with 
the  purchase  of  20th  Century-Fox 
1985;  6  TV  stations  from  Metrome- 
dia in  1986.  New  aim:  develop 
fourth  commercial  TV  network, 
Fox  Broadcasting  Co.  Controls  49% 
of  News  Corp.  worth  over  $725 
million. 


Broadcasting,  publishing,  real  es- 
tate. Oklahoma  City.  67.  Married,  4 
children.  Long  in  shadow  of  father 
E.K.,  who  bought  into  Daily  Oklaho- 
man  1903,  long  among  state's  most 
powerful.  E.L.  succeeded  on  fa- 
ther's 1974  death  age  101.  Today 
Oklahoma  Publishing  Co.  2  news- 
papers, 7  TV  stations,  3  radio,  the 
Nashville  Network,  Grand  Ole 
Opry.  Recently  sold  1  newspaper,  1 
magazine.  Bought  30%  Texas  (base- 
ball) Rangers  1985.  Also  20%  Teler- 
ate  for  $177  million  1985.  Self-de- 
scribed capitalist,  opinionated 
"against  liberal  bubbleheads." 
Richest  man  in  state;  believer  in 
family  values:  Oklahoma  paper  ac- 
cepts no  liquor  ads.  Total  fortune 
exceeds  $700  million. 


Petrie  Stores.  NYC  and  Southamp- 
ton, N.Y.  84.  Twice  divorced,  wid- 
owed, remarried;  1  son,  2  daugh- 
ters. Son  of  Russian  immigrant 
pawnbroker,  opened  Cleveland  ho- 
siery with  $5,000.  Bankrupt  1937. 
Proudly:  "I  paid  all  my  creditors 


The  competition  is  still  trying  to  catch  up  with  this  airplai 


GULF  ST  REAM  lilt 


For  several  years  now,  other  aircraft  manufacturers  have 
been  trying  to  design  and  build  airplanes  that  could  run  in 
the  same  league  with  our  Gulfstream  ill. 

And  we  understand  their  motivation. 

The  Gulfstream  III  has  been  the  overwhelming  choice  of 
a  high-performance,  long-range  executive  jet  in  the  most 
demanding,  sophisticated  and  prestigious  arena  in  the  busi- 
ness aircraft  market.  As  a  result,  more  than  165  Gulfstream 
Ills  are  at  work  today  with  the  worlds  major  corporations 
and  governments,  flying  their  key  executives  and  officials 


into  every  corner  of  the  globe. 

We've  all  seen  concepts  of  what  others  think  it  takes  to  | 
overtake  the  Gulfstream  III. 

One  was  a  wider  cabin.  Another  was  three  engines.  Bi 
as  good  as  the  airplanes  are  that  came  from  those  ideas,  | 
couldn't  catch  up  with  the  Gulfstream  III.  Maybe  that's  | 
they  never  caught  on  as  alternatives  to  it. 

The  most  recent  competitive  concept  promises  sometr 
for  everyone:  a  wider  and  higher  cabin,  three  engines. , 
hundred  more  miles  of  range. 


There  is  no  way  they  can  catch  up  with  this  one. 


One  thing  we've  learned  in  twenty-five  years  of  designing 
and  building  airplanes  is  that  it's  always  better  to  set  the 
pace  and  let  others  try  to  catch  up. 

Consequently,  we've  spent  our  time  developing  business 
aircraft  that  not  only  fill  specific  needs,  but  set  the  standards 
for  superiority  in  doing  it. 

That's  how  the  Gulfstream  I  came  about.  And  the 
Gulfstream  II.  And  the  Gulfstream  III. 

And  now  there's  the  Gulfstream  IV. 

We  made  sure  this  amazing  airplane  satisfies  every  demand 
the  most  professional  business  aircraft  operators  are  going  to 
i>n  their  airplanes  for  the  balance  of  this  century. 


They  want  the  range  to  not  only  create  totally  new  city- 
pair  combinations,  but  to  utilize  the  most  efficient  and 
prudent  routes  for  long  intercontinental  flights.  Only  the 
Gulfstream  IV  lets  them  do  it. 

They  need  the  speed  to  make  a  5.000  statute  mile  flight 
non-stop  in  about  9  hours.  Only  the  Gulfstream  IV  can  do 
Along  with  range  and  speed,  it's  imperative  they  have  a 
cabin  with  the  size  and  environment  that  encourages  utilizi 
tion  of  the  airplane  to  its  maximum.  Only  the  Gulfstream 
IV  provides  it. 

They  want  aircraft  systems  and  flight  management  tech 
nology  more  advanced  than  those  in  commercial  airliners. 


i  as  good  an  airplane  as  it  may  turn  out  to  be,  evalu- 
:arefully  and  you  find  it's  still  just  about  where  the 
ream  III  started, 
^abin  isn't  as  long,  so  an  inch  or  two  more  in  circum- 
e  hasn't  made  it  more  spacious  than  the  cabin  of  the 
ream  III. 

three  engines  sound  like  a  comforting  idea,  but  even 
rlines  decided  two  are  enough  for  a  modern  airplane, 
he  Guifstream  III  has  two  of  the  most  reliable  turbo- 
igines  ever  put  on  an  executive  jet. 


Its  range  advantage  over  the  Guifstream  III,  which  looks 
good  on  paper,  turns  out  to  be  fifteen  minutes  more  in  the 
air.  That's  not  exactly  what  Guifstream  III  pilots  would  call 
a  quantum  leap  in  their  flight  planning  opportunities. 

So  as  hard  as  they've  been  trying,  it  seems  to  us  our  com- 
petitors haven't  yet  caught  on  to  what  it  takes  to  build  an 
airplane  that's  going  to  catch  up  with  our  Guifstream  III, 
much  less  go  beyond  it. 

But  we  know. 

It  takes  a  concept  so  advanced,  it's  revolutionary. 


!  the  Guifstream  IV  gives  it  to  them. 
'iey  want  an  airplane  that  is  as  fuel-efficient  and  quiet 
lying  machine  can  be.  The  Guifstream  IV  is  all  of 
I  things,  too. 

(wasn't  easy  getting  to  the  Guifstream  IV. 
(took  a  new  wing.  New  engines.  New  computerized  flight 
mation  systems.  New  technology  in  structures.  New  com- 
;  nts.  Even  new  techniques  in  the  way  we  build  airplanes. 
: it  we  got  there.  With  a  concept  so  advanced,  its 
utionary. 


Along  the  way,  we've  also  earned  firm  orders  for  more 
than  85  Guifstream  IVs,  which  we  believe  is  the  biggest 
backlog  ever  enjoyed  by  a  new  executive  jet  aircraft. 

Now,  others  may  tell  you  their  airplanes  are  competing 
with  the  Guifstream  IV. 

The  truth  is,  its  alone  on  the  track. 


The  ultimate  in  business  aircraft  ^/gg 
will  always  be  a  Guifstream.  ^S^S 


e  in  a  unique  position  to  work  with  you  to  develop  an  attraetive  financing  plan  for  the  purchase  of  a  new  Guifstream  III  or  to  construct  a 
arrangement  with  extremely  favorable  terms. To  discuss  a  proposal,  call  or  write  Guifstream  Marketing.  Guifstream  Aerospace  Corporation. 
3ox  2206.  Savannah.  Georgia  31402  U.S.A. Telephone:  |9l2l  964  3274.  Telex:  804705. 


damn  thing  about  baseball."  Her 
McDonald's  stock,  etc.,  worth  at 
least  $640  million. 


Real  estate.  Dallas.  72.  Married,  6 
children.  Before  WWII,  a  bank  tell- 
er, then  CPA.  Built  warehouses 
Dallas  1948;  "After  that,  we  just 
got  less  and  less  small."  Trammell 
Crow  Co.  largest  U.S.  developer:  35 
million  sq.  ft.  office  space,  140  mil- 
lion sq.  ft.  industrial,  12  million  sq. 
ft.  retail,  17  million  sq.  ft.  under 
construction.  Total  assets  nearing 
$8  billion,  including  debt,  partners; 
Crow  and  family  own  20%.  Sepa- 
rately, jointly  owns  and  manages 
40,000  apts.;  also  9  million  sq.  ft. 
Dallas  trade  marts,  8,500-room 
Wyndham  hotel  chain.  Dealaholic: 
"Work  is  so  much  more  fun  than 
fun,  it  is  improperly  called  work." 
With  children,  net  worth  well  over 
$600  million. 


Real  estate,  investments,  sports. 
Middleburg,  Va.  73.  Twice  di- 
vorced, 2  children  by  first  wife.  Son 
of  Canadian  picture-frame  maker 
ruined  in  Depression.  Jack  sold  en- 
cylopedias  door  to  door,  then  soap, 
then  radio  stations/newspapers 
with  magnate  Lord  Thomson.  Nat- 
uralized 1960  by  act  of  Congress. 
Built,  bought,  sold  Los  Angeles  Fo- 
rum; also  2  LA  teams,  14%  Tele- 
prompter.  Now  owns  football  Red- 
skins. Also  NYC's  Chrysler  Build- 
ing, valuable  acreage  downtown 
Phoenix.  Bid  for  Multimedia  1985 
brought  $25  million  profit:  "I'd 
much  preferred  to  have  Multime- 
dia." Got  LA  Daily  News  1985  for 
$  1 76  million;  looking  for  more.  Net 
worth  exceeds  $600  million. 
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Real  estate.  Newport  Beach,  Los 
Angeles,  NYC.  54.  Twice  divorced, 
3  children.  Son  of  late  Hollywood 
producer  Milton  Bren,  stepson  ac- 
tress Claire  Trevor.  College  ski 
scholarship,  lost  1956  Olympic  bid. 
Briefly  in  Marines;  built  first  house 
1958,  built,  sold  Mission  Viejo.  Re- 


started homebuilding  co.,  sold  to 
International  Paper  for  $35  million 
1969;  bought  back  for  $18  million 
1972.  Joined  Irvine  Ranch  buyout 
1977;  bought  out  partners  Taub- 
man,  Allen  (which  see.  also  Athalie 
Irvine  Smith)  1983;  has  92%  of 
68,000  prime  acres  Orange  County, 
Calif.  Handsome,  polished;  collects 
modern  art.  Net  worth  exceeds 
$600  million. 
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Brothers.  Oil  services.  Sons  of  Fred 
(d.  1967),  Texas  farm  boy,  later 
MIT,  1  of  3  founders  Rock  Island 
Oil  &  Refining.  Sold  oil  to  Russians 
1920s;  friends  killed  by  Stalin; 
charter  John  Bircher  1958.  "Fred 
was  a  typical  old  country  boy,  ex- 
cept everything  he  touched  turned 
to  money."  Charles:  Wichita,  Kans. 
50.  Married,  2  children.  Took  over 
on  father's  death,  now  chairman. 
David:  NYC.  46.  Single.  Runs 
chemical  technology  group,  other 
divisions.  Renamed  Koch  Indus- 
tries now  one  of  U.S.'  largest  pri- 
vate firms:  oil  refining,  pipelines, 
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production,  ranching,  etc.;  reve- 
nues $16  billion.  Father  counseled 
his  "dear  boys":  "Be  kind  and  gen- 
erous to  one  another."  Three-year 
battle  for  control  ended  1983  when 
Charles,  David  bought  out  brothers 


William  (David's  twin),  Frederick 
(see  both),  other  relatives  for  esti- 
mated $1.5  billion.  Suit  for  more 
pending.  Charles  big  backer  conser- 
vatives, convinced  David  to  run  for 
U.S.  v.p.  on  Libertarian  ticket  1980. 
David:  "(Next  time]  I  prefer  to  let 
someone  else  be  the  sacrificial 
lamb."  Charles  expert  marksman; 
likes  white-water  kayaking  be- 
cause "it's  terrifying."  Share  for- 
tune worth  some  $1.2  billion. 


Johnson  Wax.  Racine,  Wis.  58.  Mar- 
ried, 4  children.  Great-grandson  of 
wood-parquet  flooring  salesman 
who  founded  firm  1886.  Fended  off 
Depression  with  Glo-Coat  floor 
wax;  1985  sales  over  $2  billion. 
Sam  joined  1954;  became  new  prod- 
ucts director  1955;  took  over  1967. 
Diversified:  urged  nonwax  items 
(Raid,  Glade);  personal  care  (Edge, 
Agree).  Big  on  bug  killer:  "Whenev- 
er you  get  bit  by  a  mosquito,  re- 
member, I'm  smiling."  Nepotist: 
son  Curt,  31,  runs  venture  capital 
arm;  daughter  Helen,  29,  associate 
product  manager.  Sam  controls 
family's  60%  S.C.  Johnson  &  Son 
worth  over  $600  million  (see  also 
John  Jeffiy  Louis  Jr.  >. 


Investments.  Los  Angeles  and  Las 
Vegas.  69.  Twice  divorced,  2  chil- 
dren. Driven  son  of  Armenian  im- 
migrants; amateur  boxer.  After 
WWII,  repaired,  sold  DC-3s;  built 
charter  airline,  sold  1968  for  $100 
million:  "Enough  to  retire,  but  that 
would  be  a  pretty  dull  life  for  me, 
wouldn't  it?"  Surprise  $35  million 
offer  for  17%  MGM  1969.  Made 
$70  million  on  Columbia  Pictures 
takeover  1981.  Spent  $380  million 
for  United  Artists  1981,  merged 
MGM/UA.  Sold  his  half  to  Ted 
Turner  (which  see)  for  $748  million 
1985;  bought  back  UA  for  $480  mil- 
lion: Kirk  got  James  Bond,  Rock]': 
Ted  kept  MGM,  Gil/igan's  Island. 
With  80%  MGM  Grand  Hotels,  net 
worth  exceeds  $600  million. 


Construction,  investments.  Bir- 
mingham, Ala.  64.  Married,  3  chil- 
dren. Finished  WWII  with  $6,000 
craps  winnings.  Tried  taxidermy  ("I 
skinned  a  crow.  It  looked  like  a 
duck  when  I  got  through");  invest- 
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is  ten  to  this  idea. 

Shoot. 

It's  for  a  fax  machine  like  no 
other  fax  machine  ever  made. 

With  more  memory? 

600  pages.  With  that  much 
memory,  you  could  send  a  30  page 
document  to  35  branch  offices 
with  the  touch  of  a  button.  And 
you  can  assign  private  mailboxes, 
for  your-eyes-only  mail. 

Fine  idea. 

That's  just  for  starts.  We  can  tie  it 
into  the  PC  to  exchange  information 
between  the  fax  and  PC  networks. 
And!  We  can  simplify  the  operation 
so  you  pencil  in  a  few  marks  on  a 
card,  use  that  as  the  first  page,  and 
fax  anything  out  to  99  preset 
phone  numbers.  And! 

Another  and? 

And,  we'll  diagnose  problems  over 
the  phone,  long  distance,  and  fix 
them,  electronically.  You  may  never 
see  a  repair  man.  Good? 

Astounding.  We  better  tell  our  management 
to  sit  down  before  we  lay  this  on  them. 
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Pitney  Bowes 

facsimile  systems 

For  details  call 

1-800-MR  BOWES,  ext.  363. 


A  climate  that  grows  ideas 

Ml  Pitney  Bowes 


^Jlre  ^Jrencli 
liaue  a  word 
for  it: 

^YY\eridien 

Boston 
Houston 
Montreal 
New  Orleans 
Newport  Beach 

New  York 
San  Francisco 
Vancouver 


For  reservations 
worldwide,  call  800-543-4300, 
in  NYC:  212-265-4494. 

MERIDIEN  HOTELS 

Travel  Companion  of  Air  France 

Fifty  hotels  in  Europe,  Africa,  Asia, 
the  Near  East,  North  and  South 
America  and  the  Caribbean. 


ed  winnings  in  concrete  mixer, 
tools.  Got  local  bridge  contract, 
then  highways,  pipelines,  build- 
ings: "Our  creditors  remained  un- 
aware of  the  seriousness  of  our  sit- 
uation." Expanded  1960s  on  risky 
Third  World  projects;  Harbert 
Corp.  revenues  now  over  $500  mil- 
lion. Hunts  and  fishes  on  own 
14,000-acre  Georgian  plantation, 
supports  the  Boy  Scouts.  With  75% 
Harbert  Corp.,  $300  million 
Amoco,  other  stocks,  net  worth  at 
least  $600  million. 


// t//ia»i   II <t/for  (' (ty<///i 

Real  estate.  Dallas.  74.  Married,  4 
children.  Grandfather  opened  gen- 
eral store  1849,  used  earnings  to 
buy  land.  Father  increased  to  near 
30,000  acres,  but  had  heavy  debt. 
Will  Jr.  took  over  1939,  developed 
and  sold  over  40  years:  "It  didn't 
take  any  genius  on  my  part  or  any- 
thing. Just  patience  and  consisten- 
cy." Usually  sold  land  at  relative 
bargain,  kept  50%  cash  flow;  in- 
vested profits  in  stocks,  bonds. 
Now  "Will  Caruth's  backyard"  is 
North  Dallas.  Also  scattered  Texas 
parcels;  developing  Florida  real  es- 
tate. Holdings  almost  all  in  names 
of  children,  2  nephews  (he  wrote 
himself  out  of  his  father's  will),  but 
he  controls  fortune  believed  worth 
$600  million. 


American  National  Insurance.  Gal- 
veston, Tex.  51.  Divorced,  remar- 
ried; 3  children  by  first  marriage,  1 
by  second.  Great-grandfather  Wil- 
liam L.  Moody  Sr.  moved  to  Texas 
from  Virginia  1830s,  formed  a  cot- 
ton company,  then  turned  to  bank- 
ing. Grandfather  William  L.  Moody 
Jr.  founded  American  National  In- 
surance 1903,  retained  virtual  mo- 
nopoly on  all  Texas  life  insurance 
through  1930.  Acquired  newspa- 
pers, hotel  chains,  ranch  land.  Fam- 
ily wracked  with  internal  squab- 
bles over  assets,  control  of  business 
until  1979,  when  Robert  acquired 
control  of  family's  bank  from  the 
Moody  foundation.  Robert  Moody 
now  controls  trust  that  owns 
shares  in  ANI,  hotels;  with  other 
assets  worth  $570  million. 


Jaw  SA, 

Inheritance  (Dow  Jones  &  Co.).  Co 
hasset,  Mass.  and  Sarasota,  Fla.  74 
Thrice  widowed,  divorced  once 
Only  living  grandchild  of  Clarenct 
Barron,  creator  Dow  Jones  empin 
(bought  Wall  Street  Journal,  Dov 
Jones  ticker  from  Charles  Dov 
1902).  Cook  was  avid  sailor  and  rid 
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er,  once  played  summer  stock  op 
posite  Humphrey  Bogart.  Directo 
Dow  Jones  Co.  1950-85,  "a  zealou 
guardian  of  the  journalistic  inde 
pendence  of  the  Journal  "  Very  ac 
tive  philanthropist,  esp.  Boston 
area  schools  and  hospitals.  Share 
55%  Dow  Jones  stock  with  niece: 
and  nephews  (see  Bancrofts,  W.  Coxj 
Jane's  one-third  share  worth  $56( 
million.  Daughter  Martha  S.  Robe: 
now  a  director. 


■!<// 


Oil,  real  estate,  trucking,  banking 
Dallas.  65.  Widowed,  remarried  t< 
secretary;  4  children  by  1st  mar 
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riage.  After  Texas  A&M,  WWII, 
worked  year  for  Sun  Oil;  went  on 
own  with  $6,500  savings,  traded  oil 
leases.  Then  real  estate  1950s:  has 
2,500  acres  near  Dallas.  Also  truck- 
ing &  freight,  insurance  &.  mort- 
gage cos.,  Texas'  2nd  largest  thrift 
(Bright  Banc),  etc.  General  partner, 
owns  40%  of,  Dallas  Cowboys,  but 
"that's  more  of  a  toy."  Real  money 
in  lucrative  stadium  lease.  Lives  on 
$200,000  per  year:  "I'm  still  afraid 
of  going  broke."  Lives  next  to  Nel- 
son Bunker  Hunt.  "Bum"  worth 
well  over  $550  million,  "but  I 
couldn't  borrow  money  from  the 
bank  on  that  [estimate],  could  I?" 


Entrepreneur.  Minneapolis.  72. 
Married,  2  daughters.  Son  of  Swed- 
ish immigrant  grocer;  in  1930s, 
sold  soap  for  Procter  &  Gamble 
while  getting  grocers  to  use  his 
Gold  Bond  stamps.  Diversified  into 
one-man  conglomerate;  claims 
$3,125  billion  revenues:  Radisson 
hotels,  TGI  Friday's  and  Country 
Kitchen  restaurants,  Ask  Mr.  Fos- 
ter travel  agencies;  also,  incentives 
and  sales  promotions.  High-pres- 
sure outfit:  Executive  row  called 
Ulcer  Alley.  Worth  at  least  $550 
million.  "I'll  be  working  to  ensure 
that  my  grandchildren  will  become 
gainfully  employed  and  my  wealth 
not  become  a  handicap  to  them, 
which  I  never  had  to  bear  when  I 
was  young." 


<$eaww  Sad  cftw^/efon 

Teledyne.  Los  Angeles.  69.  Mar- 
ried, 5  children.  Texas  rancher's 
son,  dreamed  of  creating  a  great  cor- 
poration. He  did,  after  Annapolis, 
MIT,  Hughes  aircraft,  Litton  Indus- 
tries. With  Litton  colleague  George 
Kozmetsky  (which  see),  backing 
from  Arthur  Rock,  started  Tele- 
dyne  1960s.  Over  100  companies 
incl.  Water  Piks,  zirconium  produc- 
er. Quit  acquiring  1969;  content 
buying  over  20%  each  of  five  large 
corporations.  Revered,  criticized 
for  lucrative  investment  policies: 
"the  sultan  of  buybacks."  Tight- 
lipped  strategist:  Teledyne  Presi- 
dent George  Roberts  learned  of 
$400  million  stock  repurchase  after 
fact.  Surrendered  CEO  slot  to  Rob- 
erts, July  1986,  retained  chairman- 
ship. "My  only  plan  is  to  keep  com- 
ing to  work  every  day."  With  14% 
of  Teledyne,  other  assets  worth  at 
least  $550  million. 


"U.S.  Trust's  tax  evaluation 
of  our  family  business  at  a  time  of  transition  was 
highly  professional  and  convincing  to  the  IRS." 


Collier  W.  Baird,  Jr. 
Chairman,  Baird  Rubber  &  Trading  Co. 


Inc. 


An  up-to-date  understanding  of  tax  law  is  but  one  of  many 
specialized  disciplines  we  integrate  into  the  management  of  your 
assets.  Please  contact  Mary  B.  Lehman,  Senior  Vice  President, 
United  States  Trust  Company  of  New  York,  1 1  West  54th  Street, 
New  York,  NY  10019.  (212)  887-0446. 

USTrust 

When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


® 


— L.L.Bean 

Outdoor  Sporting  Specialties 

FREE  Christmas  Catalog 


Christmas  1986 


Features  active  and  casual  apparel  and  foot- 
wear for  men  and  women  who  enjoy  the 
outdoors.  Winter  sports  equipment,  luggage, 
furnishings  and  accessories  for  home  and  camp. 
Practical  and  functional  gift  ideas.  All  fully 
illustrated  and  honestly  described. 

For  74  years  L.L.  Bean  has  offered  practi- 
cal and  functional  merchandise  at  reasonable 
prices.  All  guaranteed  to  be  100%  satisfac- 
tory. Our  service  is  reliable  and  efficient. 
Order  anytime,  24  hours  a  day,  by  phone  or 
mail.  We  pay  regular  postage  and  han- 
dling charges. 


□  Send  FREE  Christmas  Catalog 


Name  

Address. 

City  

State  


Zip. 


L.L.  Bean,  Inc.,  3661  Casco  St.,  Freeport,  ME  04033 


Wang  Laboratories.  Lincoln,  Mass. 
66.  Married;  2  sons,  1  daughter. 
Shanghai-born  engineering  whiz 
sent  to  U.S.  by  Chiang  Kai-shek. 
Earned  Harvard  physics  Ph.D.  in  3 
years,  stayed  to  teach.  At  28  invent- 
ed magnetic  core  memory  for  com- 
puters: "I  found  a  way  to  be  useful." 
Sold  to  IBM  for  $400,000.  Started 
Wang  Labs  1951.  Developed  first 
digital  scoreboard  (Shea  Stadium, 
NYC),  first  logarithmic  calculator, 
also  computers,  word  processors. 
Hit  hard  by  computer  industry 
slump,  "the  doctor"  seeking  to  re- 
vive company  fortunes.  Bought  In- 
teCom  1986  to  expand  into  com- 
puter communication  systems. 
Wang  and  immediate  family  con- 
trol stock  worth  $550  million. 


.  fficAae/ V/? '.  .  /Me,, 

Financier.  Encino,  Calif.  40.  Mar- 
ried, 2  children.  Driven:  in  high 
school  head  cheerleader,  prom 
king,  most  sociable  boy.  Worked 
for  Drexel  Firestone  while  attend- 
ing Wharton  (straight  As).  With 
Drexel  Burnham  Lambert  popular- 
ized "junk  bonds"  by  creating  liq- 
uid market.  Major  power  behind 
LBO  surge.  Customers:  Carl 
Lindner,  Ronald  Perelman,  Ivan 
Boesky  (all  of  which  see);  etc.  Made 
real  estate  fortune  through  REIT 
investments  1970s.  Positions  in 
many  customer  deals,  often  both 
buy  and  sell  side.  Twelve  hours  a 
short  day.  Shuns  publicity  but  gets 
plenty.  With  sizable  stake  in 
Drexel,  investments,  real  estate, 
etc.,  net  worth  far  exceeds  $500 
million.  "Finance  is  an  art  form." 


Shipping,  real  estate.  NYC.  89.  Di- 
vorced, remarried;  1  daughter  by 
first  marriage,  2  stepchildren.  Son 
of  Michigan  real  estate  agent;  quit 
junior  high  school.  Borrowed 
$5,000  to  convert  old  steamer  age 
19.  Hauled  molasses,  then  oil.  Per- 
fected scheme  1930s:  Contract  to 
ship  oil  was  collateral  to  borrow, 
build  the  tanker;  repeat.  "Father  of 
the  supertanker."  Also  real  estate, 


banking,  mining,  oil  and  gas;  much 
since  sold.  Reclusive:  first  photo 
permitted  in  nearly  20  years  sign- 
ing contract  for  95-acre  NJ  develop- 
ment 1985.  Vast  foreign  assets  now 
owned  by  principal  heir,  his  Zurich 
cancer  institute.  Retains  domestic 
assets  (banking,  real  estate)  worth 
over  $500  million. 


(cat/  t/(ettry  J-i><dtt>er  II 

Insurance,  banking.  Cincinnati.  67. 
Married,  3  sons.  High  school  drop- 
out age  14  to  help  family  dairy  busi- 
ness through  Depression.  Started 
ice  cream  store  1940  with  brothers, 
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$1,200;  became  200-store  United 
Dairy  Farmers.  Got  into  S&Ls 
1950s  as  American  Financial  Corp.; 
insurance  1971.  Disliked  public 
scrutiny,  took  private  1981.  Reve- 
nues over  $2  billion;  major  stakes 
Penn  Central,  United  Brands,  Gan- 
nett. Picked  up  5% -plus  Chris- 
Craft,  Scripps-Howard,  Taft  Broad- 
casting 1986.  Also  10%  newly  is- 
sued Aaron  Spelling  i which  see). 
Private,  charitable,  politically  con- 
servative; UDF-owned  stores  don't 
sell  skin  magazines.  Carl's  approx. 
90%  AFC  is  worth  at  least  $500 
million. 


Conglomerator.  NYC.  77.  Married; 
3  sons,  1  daughter.  Price  Water- 
house  CPA,  left  to  serve  as  consul- 
tant to  War  Secretary  1941;  repre- 
sented Treasury  Dept.  at  Bretton 
Woods  conference  1944.  To  Tex- 
tron postwar;  delays  in  diversifica- 
tion prompted  departure  1949. 
With  former  colleague  Franklin 
Kissner  decided  to  do  it  his  way. 
Dyson-Kissner  (now  also  -Moran) 
Corp.  built  up  conglomerate  Wal- 
lace-Murray, merged  into  House- 
hold Finance  Corp.  1981.  Today 
also  Esterhne  Corp.,  Kearney  Na- 
tional plus  vast  private  holdings. 
"We're  always  into  something 
new."  As  DKM  chairman  emeritus 
controls  family's  stake  worth  well 
in  excess  of  $500  million. 


.  //arc  //>ft/i 


6. 


Trading  partners.  Zug,  Switzerland. 
Both  52.  Each  married.  Rich:  3 
daughters.  Green:  2  sons,  2  daugh- 
ters. Rich,  Belgian-born  son  of  bur- 
lap bag  maker,  banker;  family  fled 
to  U.S.  WWII.  Quit  NYU  for  Phil- 
lpp  Brothers'  mailroom,  where  be- 
friended Brooklymte  "Pinky."  Both 
climbed  ranks,  helped  build  into 
world's  largest  commodities  trader; 
pioneered  spot  oil  market  1968. 
Quit  Phibro  (now  Salomon  Inc.)  in 
huff  1973;  Marc  Rich  &  Co.  pirated 
execs  from,  played  hardball  with 
Phibro;  now  perhaps  world's  sec- 
ond biggest.  Rich,  nervy  speculator, 
known  as  El  Matador  for  manipu- 
lating bull  markets;  Pinky,  ship- 
ping expert,  called  The  Admiral. 
Traded  Iranian  crude  during  hos- 
tage crisis,  dodged  $50  million  tax. 
Bought  20th  Century-Fox  1981 
with  sometime  oil  partner  Marvin 
Davis  (which  see).  Fled  U.S.  1983 
just  ahead  of  65-count  indictment 
(tax  evasion,  fraud,  racketeering); 
key  documents  snagged  on  JFK  run- 
way. Company  paid  $150  million 
settlement  1984,  $21  million  fines. 
Sold  Fox  stake  to  Davis.  Both  men 
still  wanted;  Marc  took  Spanish  cit- 
izenship, Pinky's  a  Bolivian;  State 
Department:  They're  still  U.S.  citi- 
zens. Together,  probably  worth 
over  $1  billion.  "There  are  maybe 
three  people  in  the  world  who 
know  Marc  Rich  intimately.  All 
three  people  know  different 
things."  Rich:  "One  day  I  will  say 
everything." 
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Upjohn  Company  1986 


Source:  Don  Bowdren  Associates,  1985 


Shopping  centers.  Houston.  58. 
Married,  3  children.  Born  to  poor 
Polish  immigrant  parents.  Started 
out  selling  vacuum  cleaners,  in- 
cluding some  to  customers  without 
electricity — he  convinced  them 
that  it  would  come.  Switched  to 
real  estate:  rehabbed  strip  centers 
bought  cheap;  low  debt,  value  add- 
ed, good  location  created  cash  ma- 
chines. Now  builds  own.  Up  by  4 
a.m. — "I  gain  two  hours  on  you" — 
works  12-to-16-hour  days.  Wife  and 
children  in  business;  no  partners. 
World  class  auto  collection:  largest 
individual  owner  Duesenbergs  (28). 
Lives  in  40-room  18th-century 
French  chateau  reconstructed  Hous- 
ton. Net  worth:  over  $500  million. 


Inheritance,  publishing.  Shadyside, 
Pa.  (Pittsburgh).  54.  Separated,  2 
children.  Great-grandson  of  Judge 
Thomas  Mellon.  Once  negotiated 
to  buy  Harper's  magazine,  "Citizen 
Scaife"  now  owns  several  small  to 
midsize  newspapers,  which  must 
promulgate  his  conservative  ideol- 
ogy. Dislikes  publicity,  refuses  to 
use  middle  name  (thought  father 
Alan  Scaife  treated  shabbily  by 
Mellons),  still  most  prominent 
Mellon  of  his  generation.  Does  not 
speak  to  sister,  Cordelia  Scaife  May 
(which  see)  Large  contributor  to 
right-wing  leaders,  think  tanks. 
Vigorously  denies  estimate,  but  be- 
lieved worth  exceeds  $500  million. 
(See  also  Mellons,  Currier.) 


Publishing.  Las  Vegas.  80.  Thrice 
widowed,  3  children.  Son  of  door- 
to-door  grocery  peddler,  hawked 
newspapers  in  Oklahoma  at  age  12. 
To  Univ.  of  Missouri  with  $65; 
worked  way  through  school.  Grad- 
uated with  journalism  degree;  laid 
off  f-rom  first  2  jobs.  Helped  publish 
Yank  magazine  WWII;  since  war, 
built  Donrey  Media  Group:  54  dai- 
lies, 55  nondailies,  7  radio  stations, 
1  TV,  cable,  13,000  billboards. 
Friend  and  cable  partner  Robert 
Howard  (which  see)  estate  executor. 
Many  relationships,  but  "not  be- 
cause I'm  cute,  just  solvent."  Chil- 
dren not  interested  in  business; 
foundation  set  to  inherit  company 
worth  over  $500  million:  "Children 
are,  to  me,  most  ungrateful." 
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Creativity  is  a  powerful  asset 


Total  Assets,  $7.9  Billion.  Revenues,  $2.6  Billion.  Shareholders'  Equity,  $2.3  Billion. 

General 


America's  Largest  Reinsurance  Group 


6  General  Re  Corporation,  Financial  Centre,  Stamford,  CT 


//<//co/»/  .//<■/'<■//><://  //'<  y/i<-, 


Publishing.  Far  Hills,  N.J.  67. 
Divorced,  5  children.  Father, 
B.C.,  Scottish  immigrant  1904, 
started  Forbes  magazine  1917. 
Sons  inherited  1954:  Bruce  died 
1964,  MSF  eventually  sole 
stockholder.  Brief  political  ca- 
reer 1950s.  Forbes  now  top 
business  publication:  "Capital- 
ist Tool"  unusually  profitable. 
Bought  bimonthly  American 
Heritage  for  reported  $10  million 
in  early  1986.  Owns  Colorado 
ranch,  South  Seas  island,  Tan- 
gier palace,  French  chateau;  1 
dozen  Faberge  Imperial  Eggs  (2 
more  than  Kremlin),  presiden- 


tial letters,  toy  soldiers,  toy 
boats,  etc.,  etc.  Hot  air  balloon- 
ist, motorcyclist.  Son  MSF  Jr. 
scheduled  to  control  company. 
Son  Tim  heads  American  Heri- 
tage. "Nepotism  isn't  a  dirty 
word  in  our  family."  Net  worth, 
again  we  estimate  via  others: 
Manhattan,  inc.:  "Exceeding 
$400  million." 

Wall  Street  Journal:  "$200  mil- 
lion or  so." 

Associated  Press.  "Billionaire." 
Columnist  James  Brady:  "Per- 
haps a  half-billion  dollars." 

MSF:  "Anyway,  I'm  solvent." 


e  ^Lewii  S  ///Art /fan 

Broadcasting,  banking,  publishing. 
Houston;  Washington,  D.C.  61. 
Married,  1  son.  Mississippi-born 
son  of  Houston  cafe  owner.  First 
million  by  age  30  cofounding  Texas 
S&L;  began  buying  Houston  acre- 
age. Bought,  sold  now-defunct 
Washington  Star,  other  businesses; 
unsuccessful  offer  for  New  York 
Daily  News  1982.  Began  acquiring 
Riggs  National  bank  stock  1979; 
sought  blue-blooded  Riggs  because 
"you're  not  wrestling  alligators  to 
see  if  you  can  drain  the  swamp  to 
see  if  you  can  grow  a  crop."  Now 
chairman,  his  41%  worth  over  $170 
million.  Solely  owned  Perpetual 
Corp.  owns  AUbritton  Communi- 
cations (5  TV  stations,  3  newspa- 
pers); insurance,  real  estate,  funeral 
homes.  Sold  2  dailies  1986.  Net 
worth  should  exceed  $500  million. 


// f//f(f//t  ,         /<///</ »t  .  A  <c/> 


d/redewc/c  ^Av/it>iM>n  ^/(oc/i 

Brothers.  Oil  services.  Two  of  4 
sons  of  Fred  Koch  (d.  1967)  (see 
Charles  and  David  Koch).  Father 
counseled  his  "dear  boys":  "Be 
kind  and  generous  to  one  another." 
Bitter  3-year  battle  for  control  of 
Koch  Industries  ended  with  esti- 
mated $1.5  billion  buyout  of  Bill, 
Fred,  other  relatives  1983  by  broth- 
ers. Bill:  Boston.  46.  Married,  no 


children.  David's  twin.  Runs  small 
Oxbow  Corp.,  energy  trader.  His 
foundation  buys  paintings  for  a 
Boston  museum.  Enjoys  boat-rac- 
ing. With  his  share  of  buyout,  other 
investments,  should  be  worth  over 
$500  million.  Suing  for  more, 
claims  "a  great  deal  of  love  and 
respect  for  my  brothers.  This  is  ba- 
sically a  business  dispute."  Fred: 
NYC.  53.  Single.  Written  out  of 
father's  will  because  of  interest  in 
theater  and  art,  not  business:  "He 
was  afraid  I  would  invest  in  Broad- 
way plays  and  lose  it  all."  Observer: 
"Frederick  is  the  smartest  of  all 
four — and  by  far  the  best  compa- 
ny." Got  less  in  buyout,  but  should 
be  worth  over  $350  million. 


or 


,r/r//iur  dnjejer  /Ae/fer 

Oil,  real  estate.  NYC.  79.  Widowed, 
remarried;  3  children,  2  stepchil- 
dren. Polish-born.  Produced  sleep- 
ing bags  for  Army  until  1952;  en- 


tered oil/gas  industry.  Belco  Petro- 
leum went  public  1959.  Vast  oil 
holdings  based  in  Peru,  failed  oil 
venture  in  Israel  1969.  Diversifica- 
tion into  coal,  natural  gas  reserves. 
Friendly  takeover  1983  by  Inter- 
North,  now  renamed  Enron  Corp. 
Arthur  Belfer,  family  patriarch, 
now  chairman  emeritus  Belco  Pe- 
troleum; son  Robert,  51,  director  of 
Enron.  Arthur  controls  Belfer  fami- 
ly's Enron  holdings,  extensive  NYC 
real  estate  worth  over  $475  million. 


://,// 
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Brother  and  sisters.  Hallmark 
Cards.  Father  Joyce  Hall,  son  of 
itinerant  midwestern  preacher, 
started  postcard  distributorship 
1906,  gradually  switched  to  greet- 
ing cards.  Illustrators  have  included 
Norman  Rockwell,  Salvador  Dali, 
Winston  Churchill.  Now  largest 
card  company — over  40%  of  mar- 
ket; almost  half  estimated  $1.8  bil- 
lion revenues  from  accessories  (gift 
wrap,  paper  plates);  cards  most 
profitable.  Also  own  Binney  &. 
Smith  (Crayola  Crayons),  SFN  edu- 
cational publishers,  Crown  Center 
development  in  Kansas  City,  scene 
of  tragic  hotel  collapse.  Company 
recently  paid  $300  million  for 
Spanish-language  TV  network.  Em- 
ployees own  one-third  stock,  rest 
divided  among  siblings.  Donald: 
Mission  Hills,  Kans.  58.  Married,  3 
children.  Chairman,  appointed  first 
nonfamily  CEO.  His  half  family 
stock  worth  over  $450  million.  Bar- 
bara: Kansas  City,  Mo.  63.  Wid- 
owed, children.  Active  in  company 
as  judge  of  card  design.  Stock  worth 
over  $225  million.  Elizabeth:  Den- 
ton, Tex.  65.  Married,  children.  Not 
active  in  Hallmark.  Stock  worth 
over  $225  million. 
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Publishing.  La  Jolla,  Calif.  63.  Di- 
vorced, widowed;  1  son  by  first 
marriage.  Hunter  College  dropout 
who  answered  classified  ad  for 
James  S.  Copley,  adopted  son  of 
newspaper  magnate  Colonel  Ira 
Copley  (d.  1947).  Became  his  secre- 
tary, confidante.  Married  1965; 
took  over  after  husband's  death 
1973.  Saw  papers  as  poorly  man- 
aged, run  as  political  forum.  Sold 
properties,   chopped  bureaucracy, 
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Expanding 

your  computer 
system 

shouldn't  be 

harder 
ten  expanding 

your 

I  Burroughs  Co..  ^^^1^^ X^l^/  ^  1^  • 


If  you  think  bringing  in  new 
business  is  difficult,  try  bring- 
ing in  a  larger  computer  system 
to  handle  that  business. 

Unless  your  computer 
company  designs  systems  with 
growth  in  mind,  you'll  have  to 
reprogram  all  the  data  from  your 
old  system  to  run  on  your  new 
system.  An  undertaking  that 
could  drag  on  for  more  than  a 
year  and  cost  hundreds  of  thou- 
sands of  dollars. 

For  Burroughs  users,  how- 
ever, this  problem  simply  does 
not  exist.  Thanks  to  our  cost- 
efficient  A  Series— a  wide 
range  of  mainframes  designed 
not  only  to  cost  less  to 
run  and  require  fewer  support 
people,  but  also  to  allow  our 
users  to  increase  programming 
power  up  to  70  times  without 
expensive  reprogramming. 

And  Burroughs  software 
grows  as  easily  as  our  systems. 
All  our  key  line  of  business 
software  packages  (for  finance, 
manufacturing,  health 
care  and  distribution)  are  mod- 
ular. So  you  can  start  with  a 
few  functions  and  just  add  more 
as  you  need  them. 

Which  means  that  with 
Burroughs,  you'll  be  able  to  put 
a  lot  of  energy  into  expanding 
your  business.  And  almost 
none  into  expanding  your  com- 
puter system. 

Burroughs 


improved  editorial.  Expanded:  Cop- 
ley Newspapers  now  12  dailies 
(incl.  flagship  San  Diego  l  nion  Tri- 
bune), 29  weeklies,  cable  TV. 
Bought  Lincoln  (111.)  Courier  late 
1985.  Son,  David,  34,  being 
groomed  for  top  spot.  James'  2  chil- 
dren from  previous  marriage  retain 
small  interest;  Helen's  nearly  90% 
worth  over  $450  million. 
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Food  processing,  real  estate.  Du- 
luth,  Minn,  and  Sanford,  Fla.  68. 
Married;  1  son,  2  daughters.  "Jeno," 
poor  immigrants'  son,  produce 
salesman  at  16,  left  at  17  after  out- 
selling boss.  In  1947  turned  low- 
cost  bean  sprouts,  $2,500  into 
Chun  King  canned  Chinese  food. 
Expert  cost  management,  instinc- 
tive advertising  made  company. 
Sold  to  R.J.  Reynolds  for  $63  mil- 
lion 1966.  Pizza  next,  gave  Jeno's  to 
children  1967  (sold  1985).  Now  into 
real  estate — 6,000  prime  acres  in 
Orlando,  upscale  Heathrow 
planned  community:  homes  start 
at  $250,000.  Real  estate,  other  as- 
sets worth  in  excess  of  $450  mil- 
lion. "You  bet  I'm  out  to  make  a 
buck.  That's  the  name  of  the  game, 
isn't  it?" 
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Inheritance.  Baltimore.  Heirs  of 
Lithuanian  immigrant  Louis  Blau- 
stein  (1869-1937),  who  invented 
forerunner  of  modern  tank  car,  and 
only  son,  Jacob  (d.  1970),  developed 
metered  gas  pump,  drive-in  sta- 
tions, antiknock  gasoline.  Founded 
American  Oil  1910.  Jacob  merged 
into  Standard  Oil  of  Indiana  for 
5.25  million  shares  (now  over  8 
million);  also  part-time  diplomat: 
convinced  U.N.  conferees  to  accept 
human  rights  provisions  1945.  Ja- 
cob's son  Morton:  59;  divorced, 
remarried;  2  daughters;  geologist, 
chairman  family's  American  Trad- 
ing &  Production — oil  and  gas,  real 
estate,  tankers,  mfg.,  investments. 
His  stake,  over  half  company,  $450 
million.  Two  sisters  have  passive 


interest.  Jacob's  sister  Ruth:  87; 
widowed,  3  children.  Director;  her 
interest  worth  $225  million;  only 
son,  Henry  Jr.  (CEO  family-con- 
trolled Crown  Central  Petroleum), 
votes  most  shares.  Louis,  grandson 
of  Jacob's  second  sister:  42;  mar- 
ried, 2  children.  President.  Con- 
trols interest  worth  at  least  $225 
million. 


Ju  ne 

Movie  theaters,  investments.  New- 
ton Centre,  Mass.  63.  Married;  1 
son,  1  daughter.  Son  of  drive-in  the- 
ater owner;  earned  highest  honors 
in  300-year  history  Boston  Latin 
School.  Cracked  Japanese  codes 
WWII  while  still  at  Harvard.  Briefly 
practiced  law.  From  1954  built  over 
300  theaters  as  National  Amuse- 
ments Inc.  Made  killings  on  20th 
Century-Fox,  Columbia  Pictures 
takeovers,  MGM-UA  buyback.  Lat- 
est investments:  video  games/ca- 
sinos. Survived  fire  1979  by  hang- 
ing from  window  until  rescued. 
Says  his  life  "shows  where  a  com- 
pulsive, obsessive,  combative,  ag- 
gressive spirit  can  lead  one."  Net 
worth  believed  about  $450  million. 


58  members  of 
The  Forbes  Four  Hundred 
have  fortunes  derived 
principally  from  media 
enterprises. 
(In  1985,  69.) 


Real  estate.  NYC.  43.  Married;  1 
son,  1  daughter.  Family  built, 
owned  row  houses  in  outer  bor- 
oughs; father  Harold  (d.  1983) 
switched  to  Manhattan.  Now  over 
6,000  NYC  apts.;  co-oping  in 
Queens.  Built  101  Park  Ave.,  hit 
booming  office  market  just  right 
1980.  Renovated  opulent  former 
AT&T  HQ;  considering  60-story 
hotel  next  door.  Bought  1,200-unit 
East  Side  tenement  block  1985; 
planned  luxury  high  rises;  after  ten- 
ant outcry,  only  337  apts.  go  for  one 
1,425-unit  tower;  relocation  bene- 
fits. No  partners:  "We  don't  have 
time  to  deal  with  idiots."  Foreign 
car  buff:  designed,  built  sports  cars 
in  Italy  early  1970s;  lost  $500,000. 
Worth  at  least  $425  million. 
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Washington  Post  Co.  Washington, 
D.C.  69.  Widowed,  4  children. 
Daughter  of  Eugene  Meyer,  Wall  St. 
banker  who  built  up  predecessor 
Allied  Corp.  Retired;  bought  bank- 
rupt Washington  Post  1933  out  of 
boredom.  Rebuilt  to  profitability. 
Kay  and  husband  Philip  took  over 
1946,  expanded;  bought  Newsweek 
1961.  Since  Philip's  death  1963,  her 
management  effective,  respected. 
Friend  of  Nancy  Reagan.  Biggest 
scoop  Watergate  story  1972.  Also  4 
TV  stations,  cable  (1985  revenues 
over  $1  billion).  Son  Donald,  41, 
Post  publisher  since  1979.  Kay  con- 
trols majority  voting  stock.  Fortune 
exceeds  $410  million,  much  in 
children's  names  and  trusts. 
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Brothers.  Investment  banking,  oil 
and  gas,  etc.  Little  Rock,  Ark.  Witt: 
78.  Widowed,  remarried;  3  chil- 
dren. Jack:  64.  Divorced,  remarried; 
5  children.  Witt  peddled  belt  buck- 
les, Bibles,  suspenders;  saw  bigger 
profits  in  municipal  bonds  1933, 
buying  at  a  quarter,  selling  at  a  dol- 
lar. Annapolis-educated  Jack  joined 
1946.  With  Witt  as  politician,  Jack 
minding  store  Stephens  Inc.  be- 
came most  important  investment 
banker  off  Wall  Street  (break- 
through client:  Wal-Mart,  see  Wal- 
ton). Deal  mainly  with  businesses, 
people  they  know  well:  "If  you've 
got  the  idea,  we've  got  the  money." 


EXPECT  MORE. 
YOU  WON'T  BE 
DISAPPOINTED. 


When  a  friend  or  business 
associate  or  your  travel 
agent  tells  you  that  flying 
VARIG  to  Brazil  is  a  reward- 
ing experience,  take  their 
word  for  it.  You  won't  be 
disappointed.  None  of  our 
frequent  passengers  are.  As 
they  put  it,  we're  the  best 
and  keep  getting  better. 

VARIG  flies  to  Brazil  from 
New  York,  Miami  and  Los 
Angeles  22  times  a  week. 
We  also  have  3  weekly  747 
non-stop  flights  between 
Los  Angeles  and  Tokyo. 
And  we're  the  only  airline 
flying  state-of-the-art 
747  300s  from  New  York  to 
Rio  and  Sao  Paulo  every  night 
and  Sunday  morning  too. 

The  next  time  your  busi- 
ness takes  you  to  Brazil,  fly 
VARIG  and  enjoy  the  pleasure 
of  our  special  brand  of  on- 
board service  and  Brazilian 
hospitality. 


VARIG 


The  World  Class  Airline  of  Brazil. 
Since  1927. 


HOW  A  9  MONTH 
OLD  COMPANY  CAN  MAKi 
A  PRODUCT  WITH  A 
15  YEAR  REPUTATION 
FOR  QUALITY. 

When  we  became  Navistar  International 
Corporation  last  February,  we  brought  with  u: 

a  lot  more  than  a  new  name 
We  brought  a  loni 
line  of  superior  j 
products.  Made  by 
people  committed  t( 
obtaining  the  highes 
measure  of  quality.  I 
their  work.  And  in 
themselves. 

This  commitmem 
not  only  has  made 
International*  the  most  popular  brand  of 
medium  and  heavy  duty  trucks  in  North 
America,  it's  become  an  integral  part  of  every- 
thing we  build. 


For  instance,  consider  our  line  of  Inter- 
itional  brand,  mid-range  diesel  engines. 
Since  the  early  seventies,  we've  built  hun- 
eds  of  thousands  of  them. 
Despite  rugged,  demanding  applications 
nging  from  urban  delivery  to  construction, 
e  majority  have  never  had  a  warranty  claim. 
Our  engines  have  earned  their  reputation 
r  durability  reliability  and  efficient  operation. 
As  a  result,  they've  developed  a  consid- 
able  following  and  have  become  the  best 
lling  engines  in  their  class. 
We  believe  this  kind  of  commitment  to 
lality  has  helped  us  prevail  in  a  fiercely 
>mpetitive  industry. 

But  we  still  have  a  drive  to  improve.  Not 
lly  in  manufacturing,  but  in  every  operation 
ithin  our  company. 

Ask  any  of  our  employees  about  Navistar 
lality  and  you're  likely  to  get  the  same  answer, 
it's  the  best. . .  but  we're  looking  for  ways  to 
ake  it  better." 

NAVISTAR 

The  rebirth  of  International  Harvester. 


The  Most  Civilized  Hotel  In  The  Tropics 


Mayfair  House.  The  savoir-faire  and  service  of  Europe,  made  enticingly 
more  exciting  by  the  free-spirited,  uninhibited  flavor  of  Miami's  Coconut 
Grove.  A  small,  personal  hotel  where  every  suite  comes  complete  with  its 
own  Japanese  hot  tub  on  a  secluded  tropical  patio.  Surrounded  by  the 
elegance  and  elan  of  Mayfair,  the  stylish  shopping  enclave  of  the  Americas. 
Non-smoking  suites  and  complimentary  limousine  service  available. 


cIhec7eadingJ  folds 
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Vorld* 


hotel  grand  luxe 
3000  Florida  Avenue,  Coconut  Grove,  Miami  FL  33133 

For  information  and  reservations, 
(305)  441-0000/(800)  433-4555/Flonda  (800)  341-0809 
Or  call  your  travel  agent. 


Timely  Corporate  Holiday  Gifts  From  Tiffany 

What  gift  could  be  more  appropriate  to  thank  successful  colleagues 
and  important  clients  than  clocks  from  Tiffany's  Corporate  Division. 
From  left:  Square  alarm  clock,  3'A  inches,  $145.  Round 
alarm  clock  with  sliding  lid,  2lk  inches,  $100.  Half  cylinder 
mantle  clock  with  alarm,  5V4  inches  high,  $215. 
To  open  a  corporate  account  or  place  an 
order,  please  call  212-605-4401. 


TIFFANY  &C0. 

NEW  YORK  •  BEVERLY  HILLS  •  CHICAGO  •  DALLAS  •  HOUSTON 
BOSTON  •  ATLANTA  •  SAN  FRANCISCO  •  PHILADELPHIA  ©  T&CO.  1986 


Diversified  into  oil  and  gas — Ar- 
kansas, Oklahoma  and  Denver 
holdings  over  $300  million.  Also 
real  estate,  controlling  interest  in 
Worthcn  Bank,  etc.  Today  equity 
capital  over  $400  million.  Witt  now 
largely  figurehead,  downplays 
wealth:  "It's  a  game  with  me. 
That's  how  they  score  the  game." 
lack  expanding  into  Far  East.  Son 
Warren,  29,  recently  made  pres., 
CEO;  Jack  still  chairman.  Trying  to 
build  national  organization.  Broth- 
ers built  fortune  exceeding  $800 
million. 
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Engineering,  construction.  Father: 
Oakland.  86.  Married,  2  children. 
Son:  San  Francisco.  61.  Married,  5 
children.  Warren  Bechtel  built  rail- 
roads 1898  in  Oklahoma  Territory, 
moved  to  San  Francisco  1917.  Son 
Stephen  Sr.  made  company  into 
global  giant  building  colossal  proj- 
ects (Hoover  Dam;  Alaskan  pipe- 
line; DC,  SF  subways).  "Steve  Jun- 
ior" took  over  1960,  built  one-third 
of  all  U.S.  nuclear  plants.  Oil  boom 
1970s  brought  mammoth  Saudi 
projects,  including  $40  billion  in- 
dustrial city,  Jubail.  Contributed 
several  top  execs  to  Reagan  cabinet 
(Shultz,  Weinberger).  Oil  decline, 
nuclear  woes  have  brought  revenue 
down  50%  since  1983;  $6.8  billion 
1985.  Company  now  seeks  smaller 
contracts,  new  markets  (e.g.  Chi- 
na); takes  equity  in  new  projects, 
aids  in  financing.  Sr.  and  Jr.  control 
50%  Bechtel  Group  stock  (employ- 
ees, the  rest).  With  family  invest- 
ment arm,  Sequoia  Ventures,  worth 
over  $800  million. 
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Inheritance.  Heirs  of  William  Ran- 
dolph Hearst,  whose  father,  George 
Hearst,  silver  miner,  Calif,  senator, 
bought  failing  San  Francisco  Exam- 
iner 1880.  William  took  over  1887, 
became  country's  most  flamboyant 
and  controversial  media  baron:  out- 
sensationalized  Pulitzer  (which  see) 
in  great  NYC  press  wars;  built  na- 


Invest  in  FVance 


he  Materials  Research  Corporation  believes  in  it. 


"MRC  has  been  in  Toulouse,  our  first 
overseas  operation,  since  1976,  when 
we  began  producing  metals  for  the 
European  market  in  a  rented  building. 
In  June  1978,  we  inaugurated  a 
brand-new  manufacturing  unit  there 
and,  in  September  of  last  year,  dedi- 
cated the  second  phase  of  the  plant. 
This  facility  now  houses  our  European 
headquarters  which  was  relocated 
from  Paris.  The  timeliness  of  this 
expansion  is  attested  by  the  strong 
showing  of  the  French  factory  which 
tripled  in  size:  overall  sales  in 
Europe  rose  45  percent  from  the 
prior  year,  with  record  sales  and 
profitability. 

"Selection  of  the  location  was  based 
on  Toulouse's  position  in  an  important 
European  industrial  center,  the 
excellent  transportation  facilities 
available,  the  presence  of  a  large 
university  and  scientific  community, 
as  well  as  an  excellent  technical 
labor  force. 

"We  are  extremely  pleased  with  our 
manufacturing  capabilities  in  France 
and,  as  a  result,  responsibility  for  the 
development  of  certain  new  products 
has  also  been  assigned  to  Toulouse." 


The  MateriaJs  Research  Corporation,  a  leading  manufacturer 
of  high-technology  materials,  ceramic  substrates  and  etching 
equipment  for  semiconductor  and  hybrid  circuit  manufacturing, 
operates  plants  in  New  York  State.  Japan  and  France 


Dr.  Sheldon  Weinig, 
Chairman  and  President , 
MATERIALS  RESEARCH  CORPORATION, 
Orangeburg,  N.Y. 


When  Planning  Your  Next  European  Venture,  Consider  France. 


For  information  and  assistance,  contact: 


THE  FRENCH  INDUSTRIAL  DEVELOPMENT  AGENCY 


New  York 
610  Fifth  Avenue 
New  York,  New  York  10020 
(212)  757-9340 


Chicago 
401  North  Michigan  Ave. 
Chicago,  Illinois  60611 
(312)  661-1640 


Los  Angeles 
1801  Avenue  of  the  Stars 
Los  Angeles,  Calif.  90067 
(213)  879-0352 


Houston 
2727  Allen  Parkway 
Houston,  Texas  77019 
(713)  526-1565 


tion's  largest  newspaper  chain; 
model  for  Citizen  Kane,  d.  1951.  Set 
up  family  trusts:  20%  to  each  son; 
but  company  to  foundations  head- 
ed by  cronies.  Today  Hearst  Corp. 
14  dailies  (incl.  flagship  Examiner), 
20  magazines  (Cosmopolitan,  Har- 
pers, Good  Housekeeping),  7  TV  sta- 
tions, 7  radio,  cable,  book  publish- 
ing, real  estate,  timber,  etc.  Family 
regained  control  1974  by  having 
foundations  sell  company  to  family 
trust.  Surviving  son  William  Jr.: 
NYC.  78.  Twice  divorced,  remar- 
ried; 2  children.  Editor-in-chief 
Hearst  Newspapers  from  1955;  Pu- 
litzer-winning columnist  1956. 
Helped  chop,  consolidate,  sell  off 
properties.  Heads  key  family  trust. 
Grandson  WRH  III  current  Examin- 
er publisher.  Face-lifting  paper's 
"yellow"  image:  "My  goal  is  to  kill 
that  cliche  and  make  the  Examiner 
a  thinking  man's  newspaper." 
Hired  gonzo  journalist  Hunter  S. 
Thompson.  Surviving  son  Ran- 
dolph: Hillsboro  and  Paso  Robles, 
Calif.  70.  Divorced,  remarried;  5 
daughters  (incl.  Patty)  by  first  wife. 
Examiner  president.  Hope:  widow 
Randolph's  twin,  David  (d.  1986). 
Beverly  Hills.  65.  2  children.  On 
cover  Life  magazine  1938  as  "Pretti- 
est Girl  in  Paradise."  Reclusive. 
Grandson  George  Jr.:  Los  Angeles. 
59.  Divorced,  remarried;  4  children. 
Ran  LA  paper  (renamed  Herald-Ex- 
aminer) 1962-77;  since,  overseas 
real  estate.  Granddaughter  Phoebe 
(Mrs.  Amory  (Jack]  Cooke): 
George's  twin.  Woodside,  Calif.  59. 
Divorced,  remarried;  1  daughter. 
With  current  husband,  played  large 
role  in  fight  to  gain  control  Hearst 
Corp.;  now  company  director. 
George  and  Phoebe  share  20%  from 
father  George  Sr.  (d.  1972).  Remain- 
ing 20%  held  by  4  children  of  de- 
ceased John  Hearst  Sr.  (which  see). 
Hearst  Corp.,  other  holdings,  worth 
over  S2  billion. 
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Media.  Houston.  81.  Widowed,  2 
children.  Texas  House  of  Rep.  par- 
liamentarian age  20;  ran  for  legisla- 
ture age  25,  lost.  Married  former 
governor,  Houston  Post  publisher 
William  Hobby  (d.  1964);  added  TV, 
radi  j.  Self-described  liberal  Repub- 
lican,- HEW  Secy,  under  Ike.  3lA- 


48  members  of 
The  Forbes  Four  Hundred 

have  fortunes  derived 
principally  from  oil  and 
gas.  (In  1985,  64.) 


inch  entry  in  Who's  Who  Son,  Wil- 
liam (r.,  Texas  It.  governor;  daugh- 
ter, Jessica  Catto,  publishes 
Washington  Journalism  Reriete.  Sold 
Post  1983  for  $130  million;  bought 
Cowles  Broadcasting  for  S183  mil- 
lion 1985.  H&C  Communications 
now  6  TV  stations  (incl.  recently 
bought  San  Antonio  TV),  1  radio. 
Wealth,  in  heirs'  names,  mostly 
controlled  by  Oveta,  more  than 
S400  million. 


MEI  Corp.,  banks,  investments. 
Minneapolis.  71.  Married,  3  sons. 
Son  of  Iowa  RR  brakeman.  Dropped 
out  of  college  to  sell  cars;  took  con- 
trol Minneapolis  banking  company 
on  death  of  brother-in-law  CEO 
1955.  Bought,  revived  dozens  of  up- 
per-Midwest banks;  turned  failing 
Pepsi  bottler,  MEI,  around  early 
1970s;  sold  over  4  million  shares  to 
PepsiCo  late  1985  at  $35  when  bev- 
erage giant  took  over  bottling  oper- 
ations. Still  has  4  million  shares. 
Friend,  sometime  partner  of  Irwin 
Jacobs  (which  see).  Owner  Minneso- 
ta (baseball)  Twins;  bid  1986  on 
(football)  Vikings.  With  banks,  in- 
vestments, proceeds  of  sale,  net 
worth  should  exceed  $400  million. 
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Inheritance.  Ligonier,  Pa.  58.  Di- 
vorced, widowed;  no  children. 
Great-granddaughter     of  fudge 


Thomas  Mellon.  Brief  marriage  to 
Herbert  A.  May  Jr.  1950.  Wed  long- 
time friend  Robert  Duggan,  Pitts- 
burgh D.A.,  1973;  he  died  of  gun- 
shot wound  1974  amid  corruption! 
investigation.  Brother  Richard  Mel- 
lon Scaife  (which  see)  has  not  spoken 
to  her  since.  Lives  modestly,  sup- 
ports population  control,  other 
"liberal"  causes.  Maintains  family 
tradition  (Mellon  fortune  founded 
by  19th-century  venture  capital  in- 
vestments) in  small  way  funding 
emerging  companies  through  Rol- 
diva  Inc.  Net  worth  from  trusts  be- 
lieved over  $400  million.  (See  also 
other  Me/lons.  Currier ) 
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Oil,  gas.  Baton  Rouge,  La.  85.  Mar- 
ried, 1  son  (deceased).  Born  Louisi- 
ana to  eye  and  ear  doctor  1  year 
before  state's  first  oil  strike.  Rough- 
necked  summers  in  La.  oilfields:  "I 
came  up  the  hard  way."  Joined  fa- 
ther 1925  as  optometrist;  closed 
clinic  day  after  father's  death. 
"Doc"  shifted  to  oil:  traded  leases; 
bought  Port  Hudson  property  mid- 
1950s  for  $400,000.  Not  surprised 
by  big  strikes  1952:  "I  just  sort  of 
expected  them."  Pennington  Oil 
Co.  drilling  7  states;  interests  in 
over  100  wells.  Largest  local  bank 
depositor,  said  to  have  over  $70 
million  in  bank.  Very  charitable. 
Nutrition  conscious:  Eats  fried  food 
only  if  cooked  in  peanut  oil.  With 
vast  reserves,  royalties,  net  worth 
still  above  $400  million. 


Park  Communications.  Ithaca, 
N.Y.  76.  Married;  1  son,  1  daughter. 
Raised  on  North  Carolina  farm,  AP 
reporter  while  attending  NC  State. 
After  college  PR  man  for  local  farm 


26  members  of 
The  Forbes  Four  Hundred 
have  fortunes  derived 
principally  from  New 
York  City  real  estate. 


VanGo 


TOSHIBA 


The  beauty  of  a  picture 
that  is  this  faithful  to  the 
original  is  the  beauty  of 
Toshiba  digital  technology. 

Toshiba's  new  generation 
of  color  TVs  and  VCRs  uses 
microprocessors  to  digitally 
enhance  the  broadcast  signal. 
Optimizing  clarity,  contrast 
and  color.  Minimizing 
ghosting  and  video  noise. 
Ensuring  crisp,  clear  images. 

Digital  technology  en- 
hances every  product  we 
create.  From  medical  equip- 
ment to  home  electronics, 
office  automation  to  heavy 
electric  equipment. 

Over  100  years  of 
technological  innovation 
has  made  Toshiba  the  ninth 
largest  electric  and  elec- 
tronics manufacturer  in 
the  world. 

At  Toshiba,  we're 
choosing  a  better  tomorrow, 
creating  the  products  that 
improve  the  quality  of  our  lives. 

The  proof  is  right  in 
front  of  your  eyes.  Making  a 
I  "Portrait  of  a  Peasant"  look 
I  like  a  million  bucks. 


In  Touch  with  Tomorrow 

TOSHIBA 


Does  your  company  need  help 
in  managing  its  telephone  costs? 


The  telephone  is  t^'weline  of  your 
business.  You've  tjone  to  a  good 
de^rl  of  trouble  arid  expense  to  get 
a  proper  telephone  system— but 
you.-still  have  a  monthly  telephone 
bill  that  . is  nearly  impossible 
to  understand. 

You  still  don't  know  how  to 
allocate  this  expense  by  division, 
department,  cost  center  or  individ- 
ual. You  don't  know  the  extent  of 
personal  abuse  calls.  You  don't 
know  if  you  have  the  most  cost- 
effective  mix  of  tie-lines,  WATS,  or 
foreign  exchanges.  And  finally,  you 
don't  know  in  which  areas  of  your 
company  the  telephone  system  is 
being  effectively  utilized  and  in 
which  areas  it  is  not. 

Maybe  it's  time  you  called 
Account-A-Call. 

We  can  be  a  big  help  in  managing 
your  telephone  costs  by  providing 


solutions  to  virtually  every  tele- 
phone usage  and  equipment  ques- 
tion. Our  nationwide  service 
bureaus  prepare  for  you  monthly 
reports  that  effectively  analyze 
your  telephone  expenditure. 

Costs  are  clearly  and  simply 
organized  by  any  number  of  allo- 
cation criteria— from  a  single  user 
to  an  entire  department.  You  know 
who  is  making  what  calls,  where 
the  calls  are  being  made  and  how 
much  the  calls  are  costing.  And 
with  Account-A-Call,  you  find  out 
just  how  efficiently  your  entire 
phone  system  is  working  in  this 
increasingly  complex  world  of 
telecommunications. 

Want  to  know  more  about  what 
we  can  do  for  you?  Ask  for  our 
free  brochure  describing  ways  in 
which  we  can  help  your  company 
manage  its  telephone  costs. 


Account-A-Call 

J*  CORPORATION 
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co-ops;  moved  to  Ithaca,  opened  ad 
agency  1942.  Established  Hines- 
Park  foods  under  Duncan  Hines  la- 
bel 1947,  first  to  advertise  cake 
mixes  on  TV.  Merged  1956  into 
Procter  &  Gamble  for  stock. 
Bought  first  TV  station,  WNCT,  in 
N.C.  1962.  Park  Communications 
now  7  TV  stations,  18  radio,  86 
publications  nationwide.  Collects 
antique  cars,  watches;  raises  pea- 
cocks on  Ithaca  estate.  With  stock 
portfolio,  Florida  orange  groves, 
etc.  fortune  some  $400  million. 


Walt  Disney  Productions,  broad- 
casting. Los  Angeles.  56.  Married,  4 
children.  Father  Roy  O.,  uncle  Walt 
the  celebrated  cartoonist  started 
Walt  Disney  Productions  1923:  car- 
toons, movies;  then  theme  parks, 
etc.  Roy  E.  worked  in  studios  for  23 
years,  quit  after  bitter  fight  for  cre- 
ative control:  "It  became  a  real  es- 
tate company  that  also  happened  to 
make  movies."  Returned  as  vice 
chairman  with  new  management 
1984,  reemphasized  animated  mov- 
ies. Also  Shamrock  Broadcasting  (3 
TV  stations,  1 1  radio);  major  stakes 
4  public  cos.  Building  68-ft.  sailboat 
for  Transpacific  Yacht  Race  to  Ha- 
waii. Net  worth  exceeds  $400  mil- 
lion. "I'm  enormously  happy." 


Inheritance,  oil,  real  estate.  Dallas. 
60.  Married,  4  children.  Second  son 
of  H.L.  Hunt.  Shares  "first  family" 
trusts  (see  other  Hunts,  Hill,  Schoell- 
kopf);  crown  jewel  Placid  Oil  filed 
Chapter  11  August;  other  parts  in 
or  near  it — fallout  from  1980  silver 
bubble  ("Bunky"  was  epicenter),  oil 
bust.  Suing  23  banks  for  $13.8  bil- 
lion, alleging  conspiracy  to  "dis- 
mantle and  ultimately  destroy" 
Hunt  interests.  In  1960s  world's 
richest  man,  worth  $16  billion 
(owned  vast  Libyan  oilfields;  na- 
tionalized 1973).  Unattached  assets 
(real  estate,  ranching,  Thorough- 
breds, farmland,  etc.)  may  still  ex- 
ceed $400  million,  for  now.  Bunker: 
"Why  should  I  worry?  Worrying  is 
for  people  with  strong  intellect  or 
weak  character." 
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Inheritance.  Winnetka,  111.  61.  Mar- 
ried, 3  children.  Mother,  Henrietta, 
a  Johnson  of  Johnson  Wax  (see  also 


power  Corrupts. 
Absolute  power  Corrupts  Absolutely 


In  the  Italian  Renaissance  the  word  for  power        instrumentation  and  handstitched  leather 
as  Machiavelli.  In  the  second  Italian  Renaissance,  .        appointments  befitting  a  driver  of  neo-Medici 
word  is  Maserati.  Only  Maserati  would  dare  arm  \  tf  \  aspirations.  Result?  The  Maserati  Spyder  convertible, 
a  V-6  passenger  car  engine  with  the  same  twin  a  mating  of  absolute  power  and  absolute  luxury, 

turbos  found  only  on  Formula  One  race  cars.  yjSiMfJ  Under  $32,000,  plus  state  and  local  taxes. 
While  lavishing  the  cockpit  with  racing   ^qjyjy         second  Italian  Renaissance  has  begun. 

THE  ITALIAN  TRADITION. 


For  a  test  drive  at  a  Maserati  dealership,  call  301-646-3630.  East.  Or  213-595-4576.  West. 


Samuel  Curtis  Johnson)  Attended 
Deerfield  Academy;  left  to  join  Air 
Force,  got  wings  1945.  Worked  in 
father's  ad  agency  before  interna- 
tional marketing  directorship  for 
Johnson  Wax.  Appointed  ambassa- 
dor to  Britain  by  Reagan  1981.  Not 
professional  diplomat:  resigned 
1983.  Director  various  corporations 
(Gannett,  Butler  Intl.,  Baxter  Tra- 
venol).  Philanthropic;  lover  of  golf, 
flying:  high-speed  flight  in  F-15 
over  Germany.  With  family's  30% 
S.C.  Johnson  &  Son,  other  holdings, 
worth  at  least  $400  million;  lately 
denied  by  him. 


Rich  Products  Corp.  Buffalo,  N.Y. 
73.  Married,  3  children.  After  WWII 
stint  at  War  Foods  Administration 
developed  soybean-based  whipping 
cream,  then  Coffee  Rich  creamer 
(1960)  for  family  dairy  business. 
Son  Robert  Jr.  now  president — 
"nepotism  works."  Grows  through 
acquisition,  mostly  small  privately 
held  frozen-food  companies.  "I'd 
like  to  see  us  be  to  Buffalo  what 
Procter  &  Gamble  is  to  Cincinna- 
ti." Sales  1985  near  $600  million. 
Family  name  on  NFL  stadium;  Bob 
Jr.  vice-chairman  hockey  franchise, 
president  class  AAA  Buffalo  (base- 
ball) Bisons;  applied  for  major 
league  franchise.  Prefers  Palm 
Beach  in  winter.  Company  worth  at 
least  $400  million. 


21  members 
of  The  Forbes 
Four  Hundred  are 
Texas  oilmen. 


Knight-Ridder,  Inc.  Miami.  77. 
Married,  4  daughters.  Family  enter- 
prise, Akron  Beacon  Journal,  owned 
by  father,  Charles  Landon  Knight, 
brother  John  (d.  1981)  was  a  direc- 
tor, concentrated  on  editorial; 
James  ran  the  business  side.  Pur- 
chased Miami  Herald  1937,  Detroit 
/■rev  Press  1940,  currently  owns  28 
daily  papers.  Went  public  1969, 
formed  Knight-Ridder  Newspapers 
through  1974  merger  with  Ridder 
family.  Company  has  diversified 
into  broadcasting  and  cable. 
Launched  Viewtron  1983  in  Miami, 
a  videotex  system,  recently  aban- 
doned because  of  weak  consumer 
demand.  Bulk  of  John's  estate  left 
to  Knight  Foundation.  James'  stake 
in  Knight-Ridder  is  worth  $385 
million. 
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Kelly  Services,  Inc.  Troy,  Mich.  80. 
Married,  adopted  son.  Born  British 
Columbia;  father  international  oil 
pioneer,  died  1928  leaving  no  es- 
tate. Kelly  worked  as  auto  sales- 
man, accountant  for  Great  Atlantic 
&  Pacific  Tea  Co.;  Army  quarter- 
master WWII.  After,  opened  office- 
services  bureau  Detroit.  Kelly  Girl 
Services,  Inc.  (public  1962)  became 
Kelly  Services,  Inc.  1966  as  tempo- 
rary work  force  diversified.  Pro- 
vides clerical,  technical,  light  in- 
dustrial, even  executive  fill-ins. 
1985  revenues  $876  million,  over 
650  offices  worldwide.  Stepson, 
Terence  Adderley,  president.  Wil- 
liam, chairman  of  the  board,  holds 
stock  worth  about  $380  million. 
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Brother  and  sister.  Inheritance,  real 
estate.  Grandfather  Richard 
O'Neill  left  Ireland  to  manage 
friend  James  Flood's  huge  southern 
California  ranch  in  return  for  half 
of  property.  Grandchildren  inherit- 
ed 110,000-acre  ranch  1943;  judi- 
cious sales,  including  $50  million 
for  11,000-acre  Mission  Viejo  tract 
1970s,     brought    in  substantial 


wealth.  Now  developing  5,000-acre 
Rancho  Santa  Margarita  planned 
community  in  Orange  County; 
runaway  success  under  guidance  of 
Alice's  son  Anthony  Moiso  has 
boosted  value  of  remaining  acreage. 
Richard:  San  Juan  Capistrano, 
Calif.  63.  Married,  no  children.  Ma- 
jor power  in  local  Democratic  poli- 
tics. Keeps  busy  with  a  restaurant 
chain.  Alice:  West  LA.  69.  Di- 
vorced, widowed;  3  sons.  Alice  and 
Richard  share  ranch,  other  assets, 
worth  over  $750  million. 


Real  estate.  Potomac,  Md.  71.  Di- 
vorced, remarried;  2  children. 
Champion  teenage  Hungarian  gym- 
nast; surgeon  1942.  Nazi  labor 
camp  1944;  second  escape  success- 
ful. To  U.S.  1947  with  $700.  Invest- 
ed in  real  estate  1950s;  financed 
own  hospital.  Now  Uncle  Sam's 
largest  office  landlord:  over  3.5  mil- 
lion sq.  ft.  in  D.C.  Low  rents  to 
start,  big  increases  on  renewal:  "We 
are  counting  the  days."  Also  NYC 
properties,  incl.  AMA  Building. 
Gives  much  to  Holocaust  studies, 
supports  families  Hungary,  Israel; 
searches  for  those  who  helped  him 
in  the  past.  Still  chief  of  surgery: 
"Building  is  not  an  ego  trip  for  me. 
Surgery  is  the  satisfaction  of  my 
life."  Net  worth  over  $375  million. 
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Half  brothers.  Inheritance;  real  es- 
tate, media.  Original  Marshall  Field 
arrived  Chicago  1850s;  started  as 
salesman,  built  up  Marshall  Field 
&  Co.  into  world's  largest  depart- 
ment store:  "Give  the  lady  what 
she  wants."  Marshall  III  sold  store 
1941;  built  media  empire  with 
startup  of  Chicago  Sun-,  added  'Times 
1948.  Marshall  IV  inherited  (d. 
1965,  at  49).  Harvard-fresh  Mar- 
shall V  joined  Sun-Times-,  publisher 
age  28.  Shared  Field  Enterprises  (5 
TV  stations,  cable,  Sun-Times,  etc.) 
with  incompatible  half  brother 
Frederick  (Ted)  who  prompted  liq- 
uidation 1983.  Marshall:  Chicago. 
45.  Divorced,  remarried;  3  daugh- 
ters, 1  son.  Bought  Ted's  share  of 
real  estate  arm  Cabot,  Cabot  & 
Forbes;  now  main  business  thrust. 
Purchased  Pioneer  Press  from  Time 
Inc.;  educational  publications  from 
Xerox.  Loves  to  fish,  but  quit  tuna 
fishing  "because  you  come  out  feel- 


Only  two 
mid-volume  copiers 

in  the  world 
have  this  advantage. 


Kodak 


ie  Kodak  symbol.  It's  become  synonymous  with 
irvice  and  support  you  can  count  on.  According 
i  independent  surveys,  Kodak  copiers  have  the 
gst  there  is.  And  now  you  can  find  the  Kodak 
Tnbol  on  two  mid-volume  copiers! 


Kodak  Ektaprint  85  copier. 

□  50  copies  per  minute.  □  User-friendly  controls. 

□  Automatic  duplexing.  □  Zoom  enlargement  and 
reduction.  □  25  sorter  bins  and  much  more. 

Kodak  IM  40  copier. 

□  State-of-the-art  laser  digital  copier. 

□  Electronic  editing  and  manipulation  of 
images.  □  Reverses  images,  makes  superb 

transparencies.  □  Creates  halftones  by 
screening  photos. 
Attractive  purchase  and  lease  plans 
are  available.  Call  1  800  44 KODAK  (1  800 
445-6325),  Ext  360.CP6311 


Leading  technology:  the  Kodak  advantage . 


The  face  of  business  is  changing.  For  the  better  These  days  gray  flannel 

comes  in  two  genders. 

American  Airlines  knows  how  it  is.  Today  it's  smarts  and  savvy  that  really  a 
To  help  you  along  the  way,  we  make  sure  that  every  business  flight  vou  tak 

is  hassle-free.  With  features  like  no-stop  check-inSM  that  let  you  go  straight  to  the 


ine  instead  of  wasting  valuable  time  standing  in  airport  lines. 

At  American,  making  your  hectic  business  life  run  smoother  isn't  just  some- 
ng  we  want  to  do.  It's  something  we  have  to  do. 

After  all,  our  performance  affects  yours. 

And  your  success  determines  ours.  SomeOwig^edal  in  tlx  am 


AmericanAirlines 


ing  like  you've  been  run  over."  Re- 
cently agreed  to  buy  Muzak  from 
Westinghouse.Ted:  Los  Angeles.  33. 
Separated,  1  daughter.  Quit  racing 
cars,  now  TV,  film  producer  as  In- 
terscope  Communications,  Panavi- 
sion.  Private;  rumors  of  soured  tim- 
ber, banking  deals.  "I'm  not  ob- 
sessed with  carrying  the  [family) 
torch."  Each  owned  over  40%  of 
firm  (sisters  had  nonvoting  inter- 
ests). Marshall  worth  at  least  $375 
million;  Ted,  $260  million. 
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Partners.  Oil,  investments.  Mid- 
land, Tex.  Wagner:  52.  Divorced, 
remarried;  5  children.  Brown:  60. 
Married,  3  children.  Brown,  an  en- 
gineer, and  Wagner,  a  geologist,  set 
up  Wagner  &  Brown  Oil  Properties 
1962,  built  up  vast  production  in- 
cluding huge  Conger  field.  Partner- 
ship sealed  with  handshake,  not 
contracts.  Diversified  out  of  oil 
with  Canyon  Inc.:  plastics,  aero- 
nautics, real  estate,  shrimp  farm- 
ing. Buddies  with  T.  Boone  Pick- 
ens, joined  him  on  failed  Gulf  bid 
1984,  for  $70  million  profit;  also 
backed  Pickens'  runs  at  Phillips  Pe- 
troleum, Unocal.  Tendered  for 
pipeline  company  MidCon  1985 
(with  Freeport  McMoRan),  sold  out 
for  over  $40  million  profit;  solo  bid 
for  Panhandle  Eastern  1986  reject- 
ed. Brown  a  studious  planner,  Wag- 
ner the  gregarious  dealmaker,  fi- 
nancial whiz:  "Don't  underesti- 
mate him  just  because  he's  a  good 
old  boy."  Share  fortune  worth  $750 
million. 


Medical  devices.  Salt  Lake  City.  65. 
Married,  8  children.  Turned  down 
medical  school  for  Mormon  mis- 
sion; later,  successful  Upjohn  sales- 
man. Began  buying  pastureland  at 
$25/acre;  sold  claims  to  speculators 
during  uranium  boom.  Moved  by 
suffering  hospital  patients,  began 
developing  medical  devices  late 
1950s;  hit  big  with  disposable  cath- 
eter. Started  Sorenson  Research 
early  1970s;  sold  to  Abbott  Labs 
1980  for  $100  million  in  stock.  Still 


runs  Sorenson  Development:  ge- 
netic engineering,  geomagnetic  de- 
vices, etc.  Jogger,  family  man.  Now 
much  land.  Net  worth  at  least  $375 
million.  "Entrepreneurs  are  gam- 
blers, but  the  smart  ones  gamble  on 
themselves." 
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Partners.  Home  Shopping  Net- 
work. Clearwater,  Fla.  Entrepre- 
neurs with  idea  for  the  1980s:  tele- 
vised retail.  Viewers  phone  in  or- 
ders, money  flows  in  to  HSN. 
Founded  company  1977;  now  na- 
tional audience.  Took  public  spring 
1986  at  $18,  rocketed  to  over  $100, 
split.  Now  buying  TV  stations. 
Lowell  ("Bud"):  52.  Married,  chil- 
dren. Former  radio  host,  handles 
promotion.  Used  to  own  radio  sta- 
tions. His  45%  HSN  worth  $375 
million.  Roy:  54.  Married,  children. 
Former  lawyer;  also  early  oil,  farm- 
ing ventures  with  Bud;  he's  the 
money  man.  Roy's  26%  worth  $220 
million.  "We're  an  impulse  buy." 


fane  Cjj  .  $ /tye//iar</ 

Inheritance.  Far  Hills,  N.J.  68. 
Twice  widowed,  5  daughters.  Fa- 
ther was  Brazilian  diplomat.  Sec- 
ond husband  Charles  Engelhard  Jr. 
(d.  1971)  prototype  for  James  Bond 
character  Goldfinger,  inherited 
small  Engelhard  Minerals  &  Chem- 
icals (now  Engelhard  Corp.),  built 
into  thriving  global  concern.  With 
Jane,  epitomized  international  jet 
set,  traveled  world  in  private  airlin- 
er. Daughter  Annette  Reed  is  New 
York  society  leader.  Jane,  still  ac- 
tive in  some  community  affairs, 
lives  quietly  at  "Cragwood."  In- 
cluding trusts,  controls  fortune 
over  $365  million. 
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Jose/i/it  tte  (r/ot/  /fiord 

Brothers  and  sister.  Grandchildren 
of  the  Henry  Ford.  Their  Class  B 
Ford  Motor  Co.  stock  has  40%  vot- 


ing share.  Henry  II:  69.  Palm  Beach. 
Twice  divorced,  remarried;  3  chil- 
dren by  first  wife.  Autocratic  dy- 
nast in  tradition  of  grandfather;  de- 
termined to  run  company  as  father 
Edsel  was  never  allowed.  Failed  to 
graduate  Yale;  named  Ford  director 
junior  year.  Released  from  Navy  af- 
ter father's  death  1943  to  rescue 
faltering  giant;  won  leadership; 
managed  turnaround  from  multi- 
million-dollar losses  to  tremendous 
profits.  Helped  lead  reconstruction 
downtown  Detroit.  Much-publi- 
cized battle  with  presidential  non- 
candidate,  TV  spokesperson  Lee  Ia- 
cocca.  Retired  as  chairman  1980; 
son  Edsel  II  becoming  active  in 
company.  Henry  on  recent  biogra- 
phy, which  dwells  on  his  active 
love  life:  "What  you've  written  is  a 
sex  book."  With  immediate  fami- 
ly's stock,  art,  etc.,  net  worth  over 
S250  million.  Josephine  (Dodie):  63. 
Grosse  Pointe,  Mich.  Married,  4 
children.  Husband  Walter  B.  Ford  II 
from  unrelated  old  Detroit  banking 
family.  CEO  of  design  firm  Ford  & 
Earl  Associates.  Major  art  patron, 
has  been  active  family  charities. 
Her  share  Ford,  with  family,  worth 
$205  million.  William  Clay:  61. 
Grosse  Pointe  Shores,  Mich.  Mar- 
ried, 4  children.  Also  director  while 
Yalie;  he  graduated.  Now  vice 
chairman.  Reportedly  refused  care- 
taker stewardship  when  flamboy- 
ant brother  retired.  Owns  NFL  De- 
troit Lions,  favors  mandatory  ran- 
dom drug  testing  for  athletes: 
"Forget  the  collective  bargaining 
agreement."  Excellent  athlete  him- 
self. "Believes  he  could  have  made 
it  on  his  own  if  he  had  begun  with 
nothing."  Wife  is  Martha  Firestone. 
With  stock,  Lions,  personal  golf 
course,  real  estate,  net  worth  ex- 
ceeds $360  million. 


,/,<  {,„//<. 


Brothers.  Wine.  Modesto,  Calif.  77, 
76.  -Each  married  with  2  children. 
Italian  immigrant  father,  Joseph, 
bought  230-acre  Modesto  vineyard. 
Ernest  and  Julio  started  first  wine- 
press in  shed  1933  with  determina- 
tion, $5,900.  Made  $30,000  in  De- 
pression-ridden first  year  selling 
wine  at  half  price.  Ever  since,  smil- 
ing Julio  squeezes  the  grapes,  un- 
smiling Ernest  pinches  the  pennies, 
makes  millions.  Today  E&J  Gallo 
exceeds  $700  million  sales,  over 
25%  U.S.  wine  market  (Boone's 
Farm,  Thunderbird,  Carlo  Rossi, 


5tc).  Latest  hit:  Bartles  &  Jaymes 
grabbed  over  30%  wine  cooler  mar- 
ket. Higher  profitability  via  inte- 
gration: grows,  picks,  squeezes, 
wttles,  distributes,  collects;  indus- 
:ry  price  leader.  Suing  younger 
brother  Joseph,  64,  over  use  of  fam- 
ly  name.  Extremely  private:  no 
public  tours,  no  figures  released. 
Retirement  not  likely.  Former  ex- 
:cutive:  "They  are  going  to  carry 
Ernest  out  of  there."  And  after?  In- 
lustry  consultant:  "That's  the  big- 
jest  question  in  the  whole  indus- 
:ry."  Ernest  and  Julio  share  fortune 
:xceeding  $700  million. 


^/lo/ief/  //'ree //i<t /i    II etj 

Zousins.  Weis  Markets,  Inc.  Sig- 
ned: Lewisburg,  Pa.  70.  Robert: 
iunbury,  Pa.  67.  Both  married,  each 
!  children.  Grandfather  Sigfned 
iVeis  founded  family  grocery  store, 
[870.  Sig  and  Robert  expanded  into 
l-state,  121-store  supermarket 
:hain.  Margins  5  times  industry  av- 
irage  on  over  $1  billion  sales.  Se- 
cret according  to  Sig:  attention  to 
letails,  and  "I  advise  my  employees 
o  bring  two  hands,  their  head  and 
heir  heart  to  their  job."  Communi- 
y-minded  (schools  and  hospitals); 
>uys  much  produce  from  locals, 
>ver  1,500  private-label  products. 
Uso  owns  Amity  House  family- 
ityle  restaurants.  Energetic  Sig  con- 
rols  Weis  stock  worth  over  $360 
nillion.  VP  Robert  more  involved 
vith  company  expansion,  new 
itores.  Low-key,  shuns  publicity; 
'but  I'm  as  active  in  the  business  as 
inyone."  Owns  stock  worth  almost 
>300  million.  Sister  Ellen's  stock 
vorth  about  $100  million. 


cfvo/wr/  JVwlicvm  &alvin 

Motorola.  Barrington  Hills,  111.  64. 
Vlarried,  4  children.  Father,  Paul 
Calvin  (d.  1959),  started  1928  man- 
lfactunng  car  radios;  made  walkie- 
alkies  WWII.  Later,  TVs,  police  ra- 
tios, defense  contracts.  Robert  Gal- 
fin  groomed  for  business  from 
:hildhood,  president  1956.  Sold  off 
rV  production,  built  up  semicon- 
luctors  (No.  2  in  world).  Total  1985 
iales  ($5.4  billion)  down  nearly 
5100  million  from  1985.  Entering 
lew  markets  with  cellular  mobile 
)hone  units,  but  struggling  against 
:ough  competition  from  Far  East.  "I 
jbviously  inherited  the  right  to 
eadership,  hopefully  I  earned  the 


right  to  continuance."  Stock  hold- 
ings Galvin  and  immediate  family 
valued  at  over  $350  million. 


Inheritance.  Lafayette  Hill,  Pa., 
Palm  Beach,  Fla.  63.  Married;  1  son, 
1  daughter.  Primary  heir  to  2  great 
Philadelphia  fortunes,  streetcar 
magnate  P.A.B.  Widener  (d.  1915 
worth  $100  million),  William  El- 
kins  (d.  1903  worth  $30  million). 
Harvard  dropout  freshman  year, 
spent  16'/2  years — "happiest  days  of 
my  life" — teaching  at  his  Main 
Line  prep  school,  Episcopal  Acade- 
my. Now,  philanthropist,  manages 
fortune:  mostly  blue-chip  stocks, 
high-grade  bonds.  Owns  most  of 
Grindstone  Neck,  Me.,  faded  resort 
where  he  was  born.  Once  owned 
basketball  76ers,  now  10%  baseball 
Phillies.  Share  of  P.A.B.  Widener 
Trust,  private  portfolio:  estimated 
net  worth  over  $350  million. 


III 

Investment  management.  Boston. 
56.  Married;  2  daughters,  1  son.  Fa- 
ther, Edward  II,  lawyer,  acquired 
moribund  Fidelity  Management 
Corp.  1946,  built  leading  mutual 
fund  manager.  "Ned"  CEO  from 
1972,  navigated  industry  decline 
1970s,  built  FMC  to  preeminence 
(incl.  flagship  Magellan  Fund):  $4.3 
billion  under  management  1972; 
lately  $55.8  billion.  Belt-and-sus- 
penders  businessman,  imaginative 
inventor  funds:  Offers  over  90.  "He 
is  a  private  person,  as  a  passion." 
Spreads  stock  among  valued  em- 
ployees; keeps  71%  voting  stock; 
41%  nonvoting  in  family  trusts; 
worth  above  $350  million.  Chil- 
dren uninterested  in  business. 


$ae/c.  '^A  it  fit  /t 

Brothers.  Real  estate.  NYC.  Father, 
Samuel,  and  his  brothers  founded 
Rudin  Management  1924  to  run 
handful  of  tenements.  Jack:  62. 
Widowed,  3  children.  Lewis:  59. 
Twice  divorced,  2  children.  Both 
joined  firm  1946;  today  over  4,000 
Manhattan  apts.,  6-million-plus  sq. 
ft.  office  space,  mostly  pre- 1972 
and  very  profitable.  Family  philoso- 
phy: Never  sell  (still  own  first 
building,  bought  1902).  Building 
350,000  sq.  ft.  midtown  office  tow- 


er. Jack  handles  construction;  Lew 
finance,  management.  Jack  chairs 
NYC  Marathon  committee  "tem- 
porarily" since  1977;  gives  annual 
"Rudin  Trophies."  Lew  awarded 
honorary  title,  Commander  of  the 
Most  Excellent  Order  of  the  British 
Empire  in  1979.  Civic-minded: 
founder-chairman  Association  for  a 
Better  New  York.  Led  developers  in 
prepaying  taxes  during  NYC  fiscal 
crisis  1975:  "We  couldn't  very  well 
pick  up  our  buildings  and  move 
them  across  the  George  Washing- 
ton Bridge."  Share  fortune  exceed- 
ing $700  million. 


// t//to»t  ,  /(<  /■/'<• /■/  ,  nlun6 

Inheritance,  oil,  real  estate.  Dallas. 
57.  Married,  5  children.  Third  son 
in  H.L.  Hunt's  "first  family"  (see 
other  Hunts,  Hill,  Schoellkopf).  Clos- 
est to  Bunker:  "They're  like  Mutt 
and  Jeff."  Shares  family  crown  jew- 
el Placid  Oil;  Placid  and  Herbert's 
trust  filed  Ch.  11  August — fallout 
from  Bunker's  silver  bubble,  oil  col- 
lapse. Herbert  principal  manager 
oil  interests;  built  Penrod  into 
world's  largest  offshore  driller. 
Lives  modestly;  mows  own  lawn. 
Unattached  assets  (real  estate,  an- 
cient bronzes,  etc.)  may  still  total 
$350  million,  for  now.  "Dad  said, 
'Never  borrow  money  unless  you 
can  get  it  paid  back.'  I  guess  I  didn't 
listen  well  enough." 


iaene  (^c/ts  *Ju/x  liefer 

NYC.  Tennessee  newsman  Adolph 
S.  Ochs  (1858-1935)  purchased  New 
York  Times  1896  for  $75,000;  alter- 
native to  era's  "yellow  journalism" 
became  one  of  world's  most  re- 
spected newspapers.  Some  decline 
from  escalating  labor  costs,  reader 
flight  to  suburbs  1950s,  1960s. 
Grandson  Arthur  Ochs  "Punch" 
Sulzberger  revamped  Times  1970s: 
new  design  recaptured  elite  readers; 
also,  diversified  (owns  33  regional 
papers,  6  magazines,  2  radio,  5  TV 
stations,  cable,  et  al.).  Spent  $400 
million  in  acquisitions  1985;  reve- 
nues $1.4  billion.  Punch:  60.  Di- 
vorced, remarried;  2  children  by 
first  marriage,  2  by  second.  Soft- 
spoken,  self-professed  "lazy  good- 
for-nothing"  as  student,  now  earns 
high  marks  as  publisher.  Mother 
Iphighene:  94,  widowed.  Witty,  ir- 
reverent, expelled  at  12  from  girls' 
school;  once  offered  Chou  En-lai 


A  versatile 
banking  partner 
in  New  York 


Big  financial  capacity. 

Helaba  Frankfurt  is 
one  of  West  Germany's 
leading  financial  insti- 
tutions with  total  assets  of 
more  than  DM  66  billion. 
A  government-  backed 
wholesale  bank,  Helaba 
Frankfurt  operates  as 
a  full  service  branch 
in  New  York  focusing  on 
German  companies  in  the 
U.S.  and  American  com- 
panies with  subsidiaries 
in  Germany. 


Multiple  service  potential. 

The  service  potential 
of  Helaba  Frankfurt 
in  New  York  ranges  from 
variable  and  fixed  interest 
short,  medium  and  long- 
term  loans  in  US  dollars 
or  DM  to  deposits  in 
these  currencies.  From 
Eximbank-guaranteed 
export  financing  to  forex 
dealing,  documentary 
transactions  and  cross- 
border  payments. 

Clients  benefit  from 
the  Bank's  direct  access 
to  the  U.S.  and  inter- 
national money  markets 
as  well  as  its  especially- 
strong  links  to  all  sectors 
of  the  German  economy 
via  the  nation's  vast 
savings  banks  organ- 
ization. 


On  the  spot  in  New  York. 

If  you  require  a  versa- 
tile partner  for  financing 
in  US  dollars  or  DM,  just 
contact  us  in  New  York. 

Reinhard  P  Hube 
Maria  Miller 
General  Managers 

Helaba  Frankfurt 
New  York  Branch 
499  Park  Avenue 
New  York,  N.Y.  10022 
Tel.  (212)  371 25  00 
Telex  234426 


Helaba 

Hessische  Landesbank  -Girozentrale- 


reporter's  job.  Matriarch  with  influ- 
ence on  4  publishers  (father,  broth- 
er-in-law, husband,  sonl:  "My  chief 
claim  to  fame  is  survival."  Mother 
and  son  preside  over  trust  that  con- 
trols New  York  Times  Co.  With 
stock  sales,  combined  fortune  ex- 
ceeds S680  million. 


Inheritance.  Princeton,  N.J.  49. 
Widowed,  no  children.  Third  wife 
of  John  Seward  Johnson  |d.  1983). 
Polish  art  history  student,  fled  Eu- 
rope, arrived  U.S.  1968.  Upstairs 
chambermaid  on  Johnson's  estate; 
married  him  3  years  later.  Estates 
in  Florida,  Bahamas,  Italy.  Built  S30 
million,  140-acre  "Jasna  Polana"  in 
Princeton  late  1970s  complete  with 
bomb  shelter  to  withstand  atomic 
attack,  air-conditioned  doghouse. 
Vast  old  masters  collection:  Rapha- 
el, Botticelli,  Rembrandt.  After 
drawn-out,  soap-opera  court  battle 
with  Johnson's  children  (which  seek 
"Basia"  granted  assets  exceeding 
S335  million;  the  children  got  S42 
million. 


_/ c.  //<//</  WidAe 

The  Gap.  San  Francisco.  58.  Mar- 
ried; 3  sons.  Opened  first  Gap  store 
1969  between  2  SF  colleges, 
stocked  only  Levis,  record  albums; 
disks  tailed;  denim  was  dynamite. 
Great  innovation:  arranged  clothes 
by  size  rather  than  style  for  shop- 
ping-haters (like  Don).  Rode  1970s 
jeans  boom.  Competing  distribu- 
tion by  Levi,  fashion  shifts  col- 
lapsed stock  1983.  Revamped:  ex- 
clusive private-label  goods  for  older 
but  still  casual  audience.  The  Gap 
today:  688  stores,  including  Banana 
Republic  (safari  and  military  sur- 
plus, acquired  19831.  Fastidious 
about  stores:  "If  those  shirts  aren't 
lined  up  when  he  walks  in,  God 
help  you."  With  wife,  holds  stock 
worth  about  S335  million. 


Real  estate.  NYC  and  Upper  Brook- 
ville,  N.Y.  75.  Widowed,  2  children. 
After  WWII,  found  apt.  tenants 
with  brother  Sylvan  Lawrence. 
Used  commissions  to  buy  proper- 
ties; parlayed  into  largest,  if  un- 
sung, commercial  real  estate  em- 
pire in  lower  Manhattan:  nearly  8 
million  sq.  ft.  at  peak.  Sylvan  ran 
firm  until  death  1981;  half  since 
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dollar  family  of  companies  with  services  in  truck 
leasing  and  rental,  maintenance,  personnel 
leasing,  contract  carriage,  common  carriage, 
distribution  center  services,  bulk  transport,  and 
logistics  consulting. 

Put  Leaseway's  innovation  to  work  for  you. 


Leaseway  Transportation  Inquiry  Center,  PO  Box  6212, 
Cleveland.  OH  44101 

Attention  Mr  C  Mark  Jones,  Vice  President,  Marketing  and  Sales 
Send  me  more  information  on  Leaseway  s  innovative  services 


.Title 


3  rolling  warehouses  are  not  a  new  idea, 
ears,  they've  been  known  as  trucks. 

But  link  them  together  in  a  Just-In-Time 
sry  system,  and  suddenly  new  productivity 
isible. 

The  key  is  to  replace  your  inventory  with 
ration.  The  kind  Leaseway  Transportation 
lanies  have  developed  in  over  35  years  of 
rience  with  Just-In-Time  delivery. 

A  Leaseway*  Just-In-Time  program 
des  a  lot  more  than  trucks.  Among  the 
we  employ  are  state-of-the-art  materials 
ng  technology,  Electronic  Data  Inter- 
ge  and  computerized  decision  support 
ils.  If  you  are  thinking  Just-In-Time,  now  is 
me  to  call.  1-800-428-0042.  In  Ohio, 
)-428-0028.  Or  mail  the  coupon  today. 

Leaseway  Transportation.  A  1.4-billion- 

seway  group  of  companies  includes:  Anchor  Motor  Freight,  Inc  •  Fleet  Transport  Company,  Inc  •  Midwestern  Distribution.  Inc  •  Refiners  Transport 
tal  Corporation  •  Signal  Delivery  Service,  Inc. 


I 


Name   

Phone  Number 

Company   

Address  


City   

FBS102786 


.  State 


•  Zip 


J£r  Leaseway 

^WJ  Transportation 


aseway  Transportation  Corp 


^/Ae  ^Air/pes  ^A>u^  c/6u?u/re</ 


sold  for  $500  million  (Seymour: 
"Financially,  the  wrong  one  died"). 
Spends  much  time  breeding  horses: 
"I've  always  had  a  horse.  I've  al- 
ways had  a  girl.  Girls  love  horses.  I 
love  horses,  and  I  love  girls."  Suit 
by  NYC  1985  for  alleged  bribes  for 
city  leases  still  pending.  His  half 
estimated  S335  million  (see  Law- 
rence family). 


Stilee  Xaaf/eit 
dlecma&d >' //an  laaf/ey 

cftotut/f/ '.  fteaeit  J.fff/f/cy 

Cosmetics.  NYC  and  the  Hamp- 
tons. Born  NYC's  Queens  as  Jose- 
phine Esther  Mentzer  to  Hungarian 
immigrant  parents.  Peddled  skin 
creams  for  Viennese  uncle,  at- 
tached her  name  to  several  brands. 
Married  high  school  classmate  Jo- 
seph Lauder  (d.  1983),  started  own 
company  1946  with  4  brands.  By 
1960  sales  over  $1  million  (mostly 
from  Youth  Dew  fragrance).  Today 
Estee  Lauder,  Inc.  3rd-largest  cos- 
metics firm:  over  SI  billion  sales 
(Clinique,  Cinnabar,  White  Linen). 
Sold  mostly  through  upscale  stores, 
boutiques.  Estee:  age?  (See  Fact  & 
Comment,  p.  23- )  Widowed,  2  sons. 
Not  involved  in  day-to-day  opera- 
tions, but  "Blue  Lady"  (her  color) 
still  reigning  queen  of  cosmetics. 
"Sees"  fragrances;  uncanny  sixth 
sense  for  consumer  trends.  Wrote 
revealing  Estee:  A  Success  Stoiy, 
1985.  Leonard:  52.  Married,  2  sons. 
Current  CEO;  instrumental  in 
firm's  expansion  overseas.  Ronald: 
42.  Married,  2  daughters.  Ran  for- 
eign operations.  Political  aspira- 
tions spurred  1983  exit  to  become 
deputy  asst.  defense  secretary 
(NATO);  now  U.S.  Ambassador  to 
Austria;  still  company  director. 
Share  fortune  over  $1  billion. 


7/a/te*  <  V(er/wxt .  f/io  re  it.ifei  it 

Real  estate.  San  Francisco.  71.  Mar- 
ried, 2  children.  Born  in  Glen  Cove, 
N.Y.;  arrived  San  Francisco  1945 
with  separation  pay.  Real  estate 
salesman  with  Milton  Meyer  & 
Co.;  became  partner  1951;  sole 
owner  upon  Meyer's  death  1960. 
Owns  about  3  million  sq.  ft.  offices; 


manages  another  10  million  sq.  ft.: 
25%  of  prime  SF  office  space.  Much 
with  institutions.  Bought  SF's  Bank 
of  America  complex  for  $660  mil- 
lion 1985.  Big  Democratic  fund- 
raiser. Net  worth  exceeds  S325  mil- 
lion. "I  used  to  think  that  if  anyone 
could  ever  earn  a  million  dollars, 
that's  all  you  could  want.  But  it's 
like  pedaling  a  bike — once  you  get 
going,  it's  hard  to  stop." 


J, 
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Brothers.  Real  estate.  NYC.  Larry: 
77.  Zachary:  76.  Both  married,  1 
child  each.  Third  generation  of 
family  in  New  York  real  estate 
(their  sons,  nephews  in  the  busi- 
ness). Built  Queens  apts.  1930s, 
moved  to  Manhattan  1960s:  several 
million  square  feet  prime,  sizable 
midtown  office  towers  (Park  Ave. 
Plaza,  Burlington  Bldg.,  et  al.).  Re- 
spected for  architectural  sense,  but 
tried  to  tear  down  landmark  Lever 
House  1983.  Also  Miami  hotels,  NJ 
shopping  centers.  Recently  active 
stock  market:  small  profit  in  Saul 
Steinberg's  Disney  raid  1984.  Con- 
sidered run  at  CBS  1985,  sold  stock 
for  estimated  S30  million  profit. 
Larry,  tough  negotiator,  secretive: 
"I  am  not  the  kind  of  guy  who  likes 
to  see  his  name  in  the  newspapers." 
Big  NY  Yankees  fan.  Zachary: 
bankrolled  conversion  of  aircraft 
carrier  Intrepid  into  now-bankrupt 
floating  museum.  Believed  worth 
$650  million  or  more. 


cnt  / i 


Real  estate.  Prairie  Village,  Kans. 
75.  Widowed,  remarried;  4  chil- 
dren, 2  stepchildren.  Father  J.C. 
Nichols  formed  syndicate  1904,  be- 
gan buying  Kansas  City  land:  pre- 
dicted suburban  development  amid 
rise  of  automobile  early  1900s.  Cre- 
ated 55-acre  Country  Club  Plaza, 
first  suburban  shopping  center, 
1922.  Also  major  KC  home  builder. 
Son  Miller  worked  at  age  1 1  in 
company  woodworking  shop.  After 
WWII,  salesman,  then  president, 
became  CEO  upon  father's  death 
1950.  Development  in  KC  area,  Des 
Moines,  St.  Louis,  Florida.  Took 


firm  private  in  1984.  Ardent  Repub- 
lican, National  Conservative  PAC 
contributor.  In  KC,  "He's  like  the 
500-pound  gorilla,  he  sits  anywhere 
he  wants  to."  Nichols  owns  67% 
J.C.  Nichols  Co.,  worth  over  $325 
million. 


(r  an  ay  *  //arion  . /{<ttt/l ma  it 

Marion  Laboratories.  Kansas  City, 
Mo.  70.  Married,  3  children.  Mis- 
souri farm  boy;  Navy  WWII;  phar- 
maceutical salesman.  Quit  after  his 
sales  commissions  exceeded  com- 
pany president's  salary,  started  own 
company  with  Os-Cal,  a  calcium 
supplement  in  tablet  form.  Marion 
Laboratories  founded  1950.  Spends 
nothing  on  primary  research,  refor- 
mulates, licenses  other  firms' 
ideas,  like  Cardizem,  a  cardiovas- 
cular drug.  Recently  sold  49%  of 
the  Kansas  City  Royals  for  $1 1  mil- 
lion, remains  chairman,  co-owner. 
Stock,  other  assets,  worth  more 
than  $325  million.  "Even  now, 
playing  golf  or  bowling  with 
friends,  I  am  consumed  by  the  de- 
sire to  be  the  top  man." 


^//te//t/  (  a//<  in  iV  a  vis 

Investment  banking.  Tarrytown, 
N.Y.  77.  Married;  2  children.  For- 
mer U.S.  Ambassador  to  Switzer- 
land. CBS  correspondent  in  Swit- 
zerland before  World  War  II.  Started 
investment  bank  Shelby  Cullom 
Davis  &  Co.  in  1947  with  $100,000: 
major  specialist  in  insurance 
stocks.  Princeton  grad,  gave  $5.3 
million  to  school  1964  to  com- 
memorate centennial  of  father's 
(Class  of  '86)  birth.  Active  in  con- 
servative causes;  chairman  of  Heri- 
tage Foundation;  economic  adviser 
for  two  Dewey  presidential  cam- 
paigns. With  wife  of  54  years,  avid 
skier.  Says  business  career  has  been 
"a  very  worthwhile  experience." 
Net  worth  over  $325  million. 


c//p</  S'tfiioti 

Cruise  ships,  banking,  real  estate. 
Miami  Beach.  62.  Divorced,  remar- 
ried; 2  children  by  first  marriage,  1 
by  second.  Born  Palestine;  father 
owned  shipping  line.  Quit  college 
for  Jewish  brigade  1942,  left  Tel 
Aviv  1952;  built  cruise  line.  "I 
wanted  to  be  a  self-made  man." 
Carnival  Cruise  Lines  now  6  mass- 
market  "fun"  ships:  on-board  gam- 
bling, live  music;  always  100% 
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booked.  Revenues  over  $350  mil- 
lion; offshore  corporation  pays  no 
U.S.  taxes.  Also  banking,  cargo 
shipping,  Miami  real  estate.  Oper- 
ates Nassau  casino  and  hotel;  will 
be  replaced  by  new  750-room  hotel. 
"When  I'm  not  working,  I'm  work- 
ing." Son  Micky,  36,  president. 
Cruise  line  alone  is  worth  $325 
million. 


Publishing.  Nashua,  N.H.  49.  Di- 
vorced, remarried;  2  children,  2 
stepchildren.  Raised  Philadelphia, 
>on  of  construction  manager. 
Caught  computer  bug  10th  grade. 
Won  scholarship  to,  edited  comput- 
er magazine  for,  MIT.  Saw  need  for 
data  exchange  in  computer  market, 
launched  International  Data  Group 
1964.  IDG  now  68  publications  in 
Dver  26  countries,  inch  flagship 
Computerworld,  one  of  nation's  big- 
gest specialty  magazines  (circ:  over 
150,000).  "Chairman  Pat"  slowly 
selling  stock  to  employee  trust,  "to 
miild  a  total,  common  family." 
Plans  to  sell  51%  when  sales  $1 
Dillion.  Current  wife  Lore  Harp, 
founder  of  Vector  Graphic.  His 
35%  IDG  worth  over  $325  million. 


Cable  TV.  Denver,  Colo.  62.  Wid- 
owed, 2  sons.  Oklahoma-born, 
worked  as  roughneck,  cottonseed 
Duyer  after  college.  Worked  for  An- 
derson Clayton  selling  cotton  and 
seed.  Intrigued  by  cable  TV,  laid 
iirst  system  in  Texas  Panhandle 
1956;  became  country's  largest  ca- 
3le  TV  corp.  via  formula:  Built  ca- 
}le  systems,  sold  after  depreciation; 
repeat.  Formed  Tele-Communica- 
tions, Inc.  1968.  Expanded  through- 
aut  West  by  acquiring  existing  ca- 
ale  companies  to  become  leading 
:able  operator  with  over  3  million 
subscribers  in  42  states.  "Right 
low,  the  sale  prices  seem  high." 
Collects  Western  art;  extensive  cat- 
tle, ranch  holdings.  Breeds  prize- 
winning  Arabian  horses.  His  stake 
rCI  worth  $325  million. 
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Cement.  Palm  Beach.  81.  Widowed, 
3  sons.  Nicknamed  "Doc"  for  his 
sickly  childhood,  proved  hardiness 
working  12-hour  days  to  get  ce- 
ment company  off  the  ground  1926. 


117  members  of 
The  Forbes  Four  Hundred 
have  been  divorced. 


First  "rock-sand-muck"  sales  from 
back  of  truck;  survived  hurricanes, 
Depression;  today  Rinker  Materials 
largest  Florida  cement  company. 
Corporate  philosophy:  "Conserva- 
tive but  not  chicken."  Oldest  son 
David  apparent  successor  until 
Rinker  reclaimed  helm  1983.  Ru- 
mor of  family  dispute  scotched 
$350  million  sale  of  company  1984; 
offers  continue.  "It's  like  a  beauti- 
ful blonde.  Everyone  wants  to  pick 
her  up."  So  far  Doc  retains  compa- 
ny, land  holdings  worth  in  excess  of 
$325  million. 


American  Stores  Co.  Salt  Lake 
City,  63.  Married,  4  children.  Ten- 
nessee Baptist  Samuel  Skaggs 
(grandfather)  opened  first  Skaggs 
store  1915.  L.S.  Sr.  founded 
Safeway  chain  with  5  brothers. 
Started  Skaggs  Cos.  with  acquisi- 
tion Payless  Drug  Stores,  1939.  L.S. 
Jr.  inherited  1950  at  26.  With  Joe 
Albertson  (which  see)  pioneered 
"one-stop"  concept  merging  gro- 
cery, drugstores  1970.  Success,  but 
partners  split  1977.  L.S.  purchased 
rival  Jewell  Cos.  1984  in  hostile 
takeover.  Analyst:  "He  likes  to  get 
what  he  wants  to  get."  Salmonella 
outbreak  in  Chicago  hurt  1985,  but 
still  3rd-largest  supermarket/drug- 
store. Chairman  frugal,  low  profile; 
shares  worth  over  $320  million. 
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CBS.  NYC  and  Southampton,  N.Y. 
85.  Divorced,  widowed;  4  children, 
2  stepchildren.  Grandson  of  Rus- 
sian lumber  magnate,  son  of  suc- 
cessful cigar  salesman.  Brief  stint 


working  for  father  after  Wharton. 
Irrepressible  ladies'  man,  swore 
he'd  forsake  work  for  the  beach  at 
35.  Instead  salvaged  ailing  radio 
network;  built  into  CBS,  hooked 
talent  (Bing  Crosby,  Jack  Benny, 
Edward  Murrow,  et  al.).  Outlasted 
several  "successors,"  reluctantly 
retired  1983,  but  regained  control 
with  Larry  Tisch  (which  see)  in  Sep- 
tember coup:  "It's  like  having  a 
child  .  .  .  it's  pretty  hard  to  jerk 
yourself  away  from  that  entirely." 
CBS  stock;  smaller  holdings  media, 
oil,  computer  and  genetics  re- 
search: minimum  net  worth  $320 
million. 


III  ,  '(en fif  f /(//<:,  III 

Microsoft.  Seattle.  30.  Single. 
Dropped  out  of  Harvard  to  found 
software  firm  with  Paul  Allen 
(which  see).  True  believer  in  com- 
puter crusade,  says  firm  will  stick 
to  software  as  way  of  "contrib- 
uting" to  cause.  "The  way  to  do  big, 
unique  things  is  to  focus  on  those 
things  and  pursue  them."  Lives  a 
mile  from  parents,  near  wealthy 
area  in  which  he  grew  up  and 
prepped.  "My  money  will  stay  in 
Microsoft,  and  I'll  be  doing  this  for 
a  long,  long  time."  Net  worth:  over 
$315  million  after  stock  went  pub- 
lic in  March;  Gates  demurs,  be- 
cause "leery  of  counting  paper  as- 
sets as  real  wealth." 


^cvmet  01..  wa&ai/l 

Brother  and  sister.  Cargill,  Inc. 
Great-grandchildren  of  William  D. 
Cargill  (d.  1909),  founder  of  food 
processing  giant  (see  Cargill/MacMil- 
lan  family,  also  individual  MacMil- 
lans,  Keinath,  Pictet).  James:  Minne- 
apolis. 63.  Married,  3  children. 
With  company  since  1947,  now  se- 
nior v.p.,  director.  Maintains  office 
in  headquarters,  said  to  concentrate 
on  personal  business  affairs.  Expert 
trout  fisherman.  Margaret:  La  Jolla, 
Calif.  66.  Single.  Extremely  private, 
little  known.  Together,  believed  to 
own  their  family  branch's  25% 
Cargill  stock,  worth  more  than 
$630  million. 


Cable  television.  Oyster  Bay,  N.Y. 
60.  Married,  6  children.  Ohio  boy, 
persuaded  Cleveland  paper  to  run 


or. 


his  weekly  Boy  Scout  column  for 
$2/ week  at  age  15.  To  New  York 
1952;  made  industrial  films;  break- 
through 1960:  wired  news  service 
into  NYC  hotel  TVs.  Landed  cable 
franchise  for  southern  Manhattan 
1965;  heavy  costs  financed  by  lim- 
ited partnerships.  Created  Home 
Box  Office,  sold  to  Time  Inc.  Took 
Cablevision  Systems  public  late 
1985;  retains  interests  in  private  ca- 
ble companies  with  over  300,000 
subscribers.  "Chuck"  low-key, 
boyish  looks,  avid  sailor:  "Not 
what  you'd  call  a  yachtsman,  but  I 
love  it."  With  stock,  other  hold- 
ings, net  worth  $310  million. 


Real  estate.  NYC.  55.  Married,  3 
children.  Started  as  leasing  broker 
with  father,  moved  on  to  syndica- 
tions with  now  ex-brother-in-law 
Bernie  Mendik  (which  see/  1957-77; 
still  partners  on  some  buildings. 
Controls  7  million  sq.  ft.  NYC  of- 
fice buildings;  also  offices  N.J.,  Mi- 
ami; shopping  centers  Ky.,  Del. 
Made  real  big  time  with  unfinished 
47-story,  2  million-sq.-ft.  No.  7 
World  Trade  Center:  whole  she- 
bang leased  to  Drexel  Burnham 
Lambert.  Will  reportedly  clear  $1 
million  per  month.  Industry  con- 
sensus: "He  hit  a  home  run."  For 
next  act  assembled  12  acres  on  W. 
42nd  St.,  could  build  5  million  sq. 
ft.;  wooing  NBC.  Industry  spokes- 
man considered  straight,  square: 
"the  Dudley  Do-Right  of  New  York 
real  estate."  Loves  yachting.  Net 
worth  well  over  $300  million. 


Apparel.  NYC.  47.  Married,  3  chil- 
dren. Raised  in  Bronx,  NYC;  high 
school  ambition:  "Millionaire."  At- 
tended Yeshiva  Univ.  Apprenticed 
at  Alexander's,  Brooks  Brothers. 
Designed  wide  necktie,  a  1960s  hit. 
Started  Polo  Inc.  1967  with 
$50,000.  Moved  into  preppy  clothes 
1970s;  his  duds  in  Annie  Hall 
sparked  a  "look."  Designs  to  fanta- 
sy of  wealth,  status,  "old  money." 
With  licensing,  Polo  goods  gross 
$1.2  billion;  now  muscling  into  re- 
tail with  own  stores.  Ralph  owns 
90% :  "I  like  being  rich,  but  I  try  not 


to  think  about  it  much.  That  kind 
of  thing  can  take  over."  Personally 
wears  jeans,  work  shirts:  "Some- 
how I  have  gotten  more  seedy  as 
time's  gone  on."  Minimum  net 
worth:  over  $300  million. 
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Game  shows.  NYC.  71.  Thrice  di- 
vorced; 2  children  by  first  marriage, 
1  by  second.  Father  opened  first 
health  food  store  in  Berkeley,  Calif. 
1932.  "Mike  fright"  ended  radio  an- 
nouncer career,  so  produced  soap 
operas.  Partners  with  Bill  Todman 
1946;  entered  TV  1950  with  What's 
My  Line:--.  "I  gave  it  10  weeks."  Lat- 
er, I've  Got  a  Secret,  To  Tell  the  Truth, 
The  Price  /s  Right,  Password,  Family 
Tend,  etc.,  etc.  Profits  plowed  into 
newspapers,  real  estate.  Heirs  of 
Todman  (d.  1979)  sued,  Goodson 
bought  out  1983.  Paid  $170  million 
for  New  Haven  Register  1986.  When 
in  LA,  works  poolside  ("I  like  a  tan 
look").  Net  worth  exceeds  $300 
million.  "I  know  that  I  have  mon- 
ey, but  I  don't  feel  rich." 


(  «w/  //  <///<•  y  <  /(n/i/t 

Shopping  centers.  Rancho  Santa  Fe, 
Calif.  67.  Married,  3  children.  Fa- 
ther was  German  immigrant  baker; 
moved  family  to  LA  in  search  of  the 
good  life.  Young  Ernie  pumped  gas, 
carried  hod  for  25  cents/hour.  Mar- 
ried 5th-grade  sweetheart  age  21. 
After  Navy  WWII  started  own  con- 
tracting firm.  Bought  out  partner; 
switched  from  public  buildings  to 
shopping  centers  as  suburbia 
bloomed.  Ernest  W.  Hahn  Inc.  now 
over  32  million  sq.  ft.  shopping  cen- 
ter space,  over  50  centers  built.  Lat- 
est prize:  San  Diego's  Horton  Plaza; 
900,000  sq.  ft.,  6-block  shopping 
"city."  Philanthropic,  amiable:  "I 
like  people,  I  am  curious,  and  I  like 
to  work."  Net  worth  estimated 
over  $300  million. 


a/me 

Real  estate,  inheritance.  San  Fran- 
cisco. 57.  Divorced,  remarried;  4 
children,  2  adopted  stepchildren. 
Father  Louis  flamboyant  real  es- 
tate, entertainment  tycoon  who 


hawked  newspapers  at  age  6  to  sup- 
port mother.  Built  300  buildings, 
vast  fortune.  Also  Broadway  hits 
(South  Pacific,  West  Side  Story  ),  mov- 
ies (Tarzan),  talent  (Mae  West). 
Died  1972;  son  Robert  inherited. 
Maintains  properties,  but  no  new 
buildings  in  over  30  years.  Bought 
SF  (baseball)  Giants  1976,  poor  at- 
tendance prompts  selling  threats. 
"I'm  not  in  this  to  make  a  lot  of 
money,  but  I  do  think  we're  enti- 
tled to  some  profit  some  time." 
Consolation:  His  SF,  Chicago  prop- 
erties worth  above  $300  million. 
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Investments.  NYC.  76.  Divorced, 
widowed,  remarried;  3  children  by 
first  marriage.  Graduated  Yale;  ear- 
ly business  training  from  distant 
relative,  Gulf  Oil  boss  W.L.  Mellon 
led  him  into  career  as  acquirer  of 
undermanaged  companies.  Turn- 
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Among  The  Forbes 

Four  Hundred, 
2  are  in  their  20s 
12  are  in  their  30  s 
58  are  in  their  40s 
89  are  in  their  50s 
120  are  in  their  60s 
84  are  in  their  70s 
33  are  in  their  80s 
2  are  in  their  80s 


arounds  included  bankrupt  H.K. 
Porter  1938,  Crane  Co.  from  1959; 
more  than  80  other  takeovers.  Rel- 
ishes change  in  business  environ- 
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F  YOU'RE  COMING  TO  THE  BIG  COUNTRY, 
DON'T  MISS  THE  BIG  OPPORTUNITY. 

If  you're  heading  "Down  Under"  to  Perth,  Western  Australia,  for  the  America's 
Cup,  don't  miss  the  big  opportunity  to  visit  the  state  of  New  South  Wales  and  it's 
beautiful  capital  city,  Sydney. 

New  South  Wales  is  the  financial,  industrial,  commercial  and  cultural  centre 
of  Australia. 

It  offers  a  myriad  of  trade  and  investment  opportunities  and  can  provide  the 
perfect  operational  base  from  which  to  service  and  supply  Asia-Pacific  markets. 

To  make  things  easy,  we  can  arrange  special  guided  "Investours"  to  New  South 
Wales,  designed  to  enable  you  to  investigate  the  trade  or    COME  AND  MAKE  IT 
investment  opportunities  that  exist  in  your  particular    ^  NEW  SOUTH  WALES 
field  of  interest. 

Whether  it's  business  migration,  joint  ventures,  new 
products,  resources  development,  technology  exchange  or 
even  investments  in  the  agricultural  or  tourist  industries, 
we  can  arrange  a  customised  "Investour"  to  suit. 

Of  course  we'll  make  sure  you  enjoy  some  of  our  magnificent 
scenery  and  culture  too. 

Chances  are  you'll  like  what  you  see  so  much.you'll  want  to  come  and  live  and 
make  your  living  here. 

So,  if  you're  coming  to  Australia,  don't  miss  the  big  opportunity  to  come  and 
make  it  in  New  South  Wales. 

For  further  information  contact  your  nearest  New  South  Wales  Government 
Office:  London  (01)  8396651  Los  Angeles  (213)  5529566  Tokyo  (3)  2142066 

l<Yemantle*  (09)  430  5087  Sydney  (02)  2506666        (*  This  office  open  October  1986  -  Februar>  l!>87) 
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•COMPLIMENTARY  CHRYSLER  CONVERTIBLE 


Subject  To  Conditions  And  Availability 
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ppivAte  villas 

AT»C»  COURt  ClUB 


444  Avenida  Caballeros.  Palm  Springs.  Ca  92262 


THE  TRAVEL 
CRITICS'  CHOICE 

THE  NEW  YORK  TIMES  — 

Lynn  Rosellini 

"...Fantasies  in  Palm 
Springs  "  "If  yours  is  to 
live  like  royalty,  stay  at  La 
Mancha." 

THE  WASHINGTON 
POST  — 

James  T.  Yenckel 
"In  the  midst  of  wealth,  it 
is  tempting  to  taste  a  bit  of 
luxury  yourself. ..the 
height  of  luxury  may  be 
the  Mediterranean-style 
villas  of  La  Mancha." 


TMobilT  wv 
Jrf Travel  Gukfeatf 
1986 

AFFORDABLE  LUXURY! 

Mini-Suites  $11700-$15200 
Villas  $145°0-$795°° 


Call  for  Reservations  (619)  323-1773 
Outside  California  (800)  854-1298 
From  LA.  Toll  Free  (213)  275-7962 


Fhere  is  a  renewed  commitment  in  space. 

America's  leadership  in  space  depends  on  the  strength 
:>f  its  ideas  —  like  rocket  propulsion  and  sensing 
systems  on  board  satellites.  For  over  40  years,  tech- 
lology  from  Aerojet  General  has  helped  make  the 
IS.  a  world  leader  in  aerospace. 


\erojet  General  is  one  of  the  aggressive  businesses 

hat  puts  GenCorp  in  a  strong  position  for  growth. 

rhe  other  GenCorp  subsidiaries  are  General  Tire; 

DiversiTech  General  and  RKO  General.  |  _i 

Km  GenCorp 

A  new  direction 


among  largest  tax-shelter  real  es- 
tate syndicators  (assets  over  $9  bil- 
lion). Both  live  Winnetka,  111.,  48, 
married,  3  children  each.  Malkin 
chairman,  financial  planner; 
Bluhm,  president.  Each  has  one- 
third  stake  (rest  split  among  several 
partners).  Also  bought,  sold  12% 
Viacom  stock.  With  other  real  es- 
tate, net  worth  exceeds  S300  mil- 
lion each. 


• r  ///n  </ .  //</'  /  // oyu? 

Real  estate.  Dallas.  52.  Married,  3 
children.  Former  high  school  foot- 
ball coach;  became  real  estate  bro- 
ker, tapped  by  Trammell  Crow 
(which  see)  to  build  garden  apts. 
1965:  "I  was  trained  by  the  mas- 
ter." Bought  Crow's  interest  for 
$150  million  1977.  Mid-1970s  real 
estate  crunch  spurred  "Pogue's 
chicken  formula":  use  other  peo- 
ple's money,  but  give  up  some 
equity.  His  Lincoln  Property  Co. 
dove  into  office  parks,  towers, 
warehouses,  hotels,  etc.;  with  $4.7 
billion  nationwide  portfolio,  3rd- 
largest  diversified  developer  U.S. 
Pogue  worth  more  than  $300  mil- 
lion. "I  get  up  in  the  morning  and 
look  forward  to  a  day  of  making 
real  estate  deals.  I  don't  want  to  be 
slowed  down." 


An  estimated  10  members 
of  The  Forbes  Four 
Hundred  did  not  finish 
high  school. 
33  finished 
high  school  only. 
283  attended  college, 

266  graduated. 
Postgraduate  degrees: 

M.B.A.  36;  Law  14; 
Medicine  3;  Other  18. 


Manufacturing,  media.  Barrington, 
111.  65.  Widowed;  2  sons,  2  daugh- 
ters. Joined  father-in-law's  small 
(1946  sales,  $330,000)  Thrall  rail- 
road manufacturing  company  after 
World  War  II  Army  service.  As  rail- 
roads declined,  expanded  into  ord- 
nance work,  other  manufacturing 
under  Duchossois  Enterprises  um- 
brella; sales  are  now  over  $550  mil- 
lion. Also,  media  (4  radio  stations,  1 
TV),  horses.  Operates  posh  Hill  'N 
Dale  horse  breeding  farm  Barring- 
ton,  111.  Both  sons  are  active  in  busi- 
ness. Private,  not  forthcoming: 
"Your  guess  is  as  good  as  mine." 
But  he  is  worth  an  estimated  $300 
million. 


Investments.  North  Dallas  and 
Montecito,  Calif.  55.  Divorced 
twice,  remarried;  4  daughters.  Tex- 
as-born son  of  schoolteachers.  After 
school,  government  investigator, 
then  loan  officer;  quit  at  age  29: 
"We  disagreed  on  who  was  smart- 
er." Began  building  neighborhood 
drugstore  chain  1961;  sold  all  100 
to  Jack  Eckerd  Corp.  1973  for  $50 
million  stock:  "The  hardest  work  I 
have  ever  done."  Ever  since,  the 
"Texas  Gunslinger"  invests  in  un- 
dervalued companies:  Reaped  $89 
million  on  Sea  Land  bid,  $125  mil- 
lion from  GAF.  Acquired  51%  con- 
trol NL  Industries  1986.  Recently 
went  over  5%  in  Louisiana  Land. 
With  real  estate,  weblike  Contran 
Corp.,  worth  over  $300  million. 


'/<///<    ffeitt^  III 

H.J.  Heinz  Co.  47.  Washington, 
D.C.  Married,  3  children.  Grandfa- 
ther H.J.  Heinz  bottled,  sold  horse- 
radish in  Sharpsburg,  Pa.  With  part- 
ner, created  Heinz  &.  Noble  1869, 
added  pickles  and  vinegar.  Went 
under:  "Bought  a  cheap  $16 
horse.  ...  He  is  blind."  Re-emerged 
1888  as  H.J.  Heinz  Co.  to  become 
international  food  giant.  H.J.  II  con- 
sidered self  more  benefactor  of  fine 
arts  than  businessman.  First  Heinz 
to  recruit  outsider  as  company  head 
1966.  H.J.  Ill  Republican  senator 


from  Pa.,  voted  best  overall  con- 
gressional athlete.  Stock,  proceeds 
from  sales  worth  over  $300  million 
(also,  father  has  shares  worth  over 
$150  million).  Estate  of  forebears 
worth  far  more  in  charitable  trust. 


■/.oufj  -/<v rnc/c   II a  r</ 

Russell  Stover  Candies,  Inc.  Kansas 
City,  Mo.  66.  Married;  2  sons,  l 
daughter.  Navy  WWII,  then  2-year 
stint  on  Wall  Street.  Bought  K.C. 
paper  box  company  1950.  Major 
customers:  Hallmark  Cards,  Stover 
Candies.  Intrigued  by  Russell  and 
Clara  Stover's  homemade  confec- 
tions, paid  $7  million  for  company 
in  1960,  went  public.  Built  into 
number  one  producer  of  fine  choco- 
lates: high-quality  ingredients,  cre- 
ative packaging,  wide  distribution 
(over  17,000  agency  accounts).  Lit- 
tle advertising,  demand  steady. 
Took  private  1981;  believed  worth 
$270  million.  Civic-minded,  low 
profile;  also  Montana  cattle  ranch, 
other  investments.  Net  worth  at 
least  $300  million. 


Gulfstream  Aerospace  Corp.  Savan- 
nah, Ga.  64.  Twice  divorced;  3  sons, 
one  stepson.  On  own  since  13.  Col- 
lege dropout,  TWA  mechanic  at  19 
for  30c/hour.  Developed  improved 
oil  valve,  started  own  business, 
1951.  Bought  Gulfstream  Aero- 
space 1978  for  $52  million,  sold  to 
Chrysler  Corp.  1985,  $640  million. 
Remains  chairman,  director,  still 
test  pilots  new  aircraft.  "Show  me  a 
person  who  isn't  taking  risks.  I'll 
show  you  a  person  who  isn't  run- 
ning a  business."  Part  of  sale  pro- 
ceeds paid  $150  million  debt  taken 
on  in  acquisition  of  troubled  Pitts- 
burgh Wheeling  Corp.  Collects 
horses  (over  300),  houses  (9).  His 
real  estate,  other  assets  believed  to 
be  worth  over  $300  million. 


Oil.  Fort  Worth.  66.  Married,  4 
sons.  Only  son  of  legendary  W.A. 
"Monty"  Moncrief,  World  War  I 
fighter  who  left  Conoco  forerunner 
1927  to  dig  dry  holes  for  4  years.  Hit 
northernmost  extension  vast  east 
Texas  field  1931.  Monty's  investors 
in  1940s  and  1950s  included  golf 
buddies  Bing  Crosby,  Bob  Hope. 
Active  until  death  in  1986,  at  age 
90.  W.A.  Jr.  ("Tex")  in  business 
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That's  Singer  technology. 


Pilots  fly  the  767  and  other  aircraft  without  ever  leaving 
tie  ground— by  training  in  our  Link  simulators.  We're  the  world 
leader  in  simulation— one  of  the  technologies  that  make 
aerospace  electronics  Singer's  largest  business. 


The  Singer  Company,  8  Stamford  Forum  Stamford.  CT  06904. 


20  members  of 
The  Forbes  Four 
Hundred  own  30%  or 

more  of  one 
professional  football, 
baseball  or  basketball 
team. 


since  1945.  Oil  and  gas  reserves  in 
Tex.,  La.,  N.M.,  Wyo.,  Fla.,  Canada; 
actively  bidding  for  more  in  teeth  of 
energy  slump.  Mother  Elizabeth, 
88,  inherited,  but  Tex  controls  re- 
serves and  other  assets  worth  more 
than  $300  million.  "I  wouldn't 
even  think  of  selling  at  these  prices. 
There's  no  doubt  that  price  is  gonna 
ease  back  up." 


Real  estate.  Scarsdale,  N.Y.  82. 
Married,  3  children.  Graduated 
Yale  1925,  became  broker  in  chain- 
store  properties,  then  shopping  cen- 
ters. Now  owns  "several  hundred" 
malls,  mostly  strips,  nationwide; 
also  some  valuable  downtown  real 
estate  various  cities.  Managing,  ex- 
panding centers,  incl.  large  Cross 
County  Mall  in  Yonkers,  N.Y. 
Wheeler-dealer:  "We're  allergic  to 
vacancies.  They  give  me  goose  pim- 
ples." Leonard  Jr.  in  the  business. 
Self-effacing  on  success:  "Are  you 
talking  about  my  bridge  game  or 
my  business?"  He  denies,  but  peers 
say  net  worth  above  $300  million. 


Won't  retire:  "I'm  working  twice  as 
hard  as  ever,  which  at  my  age  is 
ridiculous." 


 <^y_  

Real  estate.  NYC,  Boca  Raton,  Fla. 
71.  Married,  2  children.  Son  of 
blouse  manufacturer;  started  as 
lumber  salesman.  Own  company 
1946;  sold  1954,  retired:  "I  couldn't 
stand  staying  still."  Three  weeks 
later  started  construction  compa- 
ny; suburban  homes  1950s,  then 
big  risk:  1,352-unit  Parker  Towers, 
Queens'  first  luxury  high-rise.  Ex- 
panded to  Manhattan,  N.J.,  Fla. 
1960s.  Parker-Meridien  Hotel 
NYC.  Still  building  NYC  suburbs 
with  profits  from  co-oping  most  of 
2,000  Manhattan  apts.  Twice  local 
seniors  golf  champ.  Worth  over 
$300  million,  all  in  heirs'  names. 
"You  bet  your  money  on  the  future 
and  hope  your  vision  of  it  is  correct. 
That's  the  crapshoot." 


fp/m  I  I  f//ta//i  /Sherry 

Yellow  Pages.  Dayton.  63.  Twice 
divorced,  5  sons.  Son  of  Loren  M. 
Berry,  poor  Indiana  boy  who  briefly 
sold  ad  space  for  railroad  schedules, 
went  to  Dayton  1910  with  $200. 
"Mr.  Yellow  Pages"  persuaded 
phone  companies  to  let  him  sell 
directory  ads,  often  took  payment 
in  telephone  stock.  Died  1980  age 
91,  a  Dayton  legend.  L.M.  Berry  & 
Co.  country's  second-largest  Yel- 
low Pages  ad  sales  agent  (1984 
sales:  $750  million).  Launched  the 
Electronic  Mall  videotex  service 
1985  with  Compu-Serve.  Sold  L.M. 
Berry  &  Co.  early  1986;  price  not 
disclosed,  but  John  thought  to  have 
received  more  than  $300  million. 
Private,  big  Republican  booster. 


U-Haul.  Las  Vegas.  70.  Widowed, 
thrice  divorced,  remarried;  7  sons,  5 
daughters.  Worked  as  barber  to  pay 
for  Oregon  med  school,  expelled  se- 
nior year  for  covering  for  lab  part- 
ner 1944.  In  Navy  WWII  dreamed 
up  move-it-yourself  business  while 
recuperating  from  rheumatic  fever. 
Bought  a  few  "junker"  trailers  with 


$3,000  savings,  rented  for  $2/day. 
Taught  self  welding,  engineering,, 
accounting,  earned  law  degree  to 
help  business.  "If  you  want  to  em- 
ploy others  and  get  the  job  done 
right,  you  should  first  learn  to  qo  it 
yourself."  Today  U-Haul  largest 
trailer  rental  business,  sales  $900 
million.  Shoen  controls  94%  of  par- 
ent Amerco,  worth  at  least  $300 
million. 


,/ if <//t<>  if  .  //((/h  //(t/ier 

First  Charter  Financial  Corp.  Los 
Angeles.  84.  Widowed,  3  children. 
Warsaw  native,  educated  England. 
Born  salesman,  peddled  candy  to 
classmates,  real  estate  to  British 
during  Depression.  Real  estate  de- 
veloper at  27,  retired  10  years  later. 
Brought  successful  formula  to  U.S. 
ahead  of  WWII.  Built  and  financed 
GI  housing.  Founded  First  Charter 
Corp.  1955,  took  public  1959. 
Workaholic,  tightfisted  ("In  En- 
gland we  despised  waste"),  so  re- 
volving-door management.  Made 
First  Charter  third-largest  S&L  in 
U.S.  Merged  with  Financial  Corp. 
of  America  1983.  Taper's  control- 
ling interest  brought  over  $285  mil- 
lion. With  other  assets  net  worth 
estimated  above  $300  million. 


Oil,  real  estate.  Houston.  67.  Mar- 
ried, 10  children.  Greek  immigrant 
father,  former  goatherd,  shined 
shoes;  George  worked  way  through 
school  selling  stationery.  After 
WWII,  "I  did  the  engineering  and 
geology,  and  [brother]  Johnny 
would  go  down  and  sell  the  [oil] 
deals  at  the  Esperson  Drugstore  in 
downtown  Houston."  Channeled 
profits  into  government-backed, 
25,000-acre  planned  community, 
The  Woodlands,  near  Houston. 
Civic  leader:  backing  Houston  Area 
Research  Center;  aiming  for  "criti- 
cal mass  brainpower."  Also  revital- 
izing hometown  Galveston's  his- 
toric buildings.  His  62%  Mitchell 
Energy  &  Development  worth  over 
$300  million. 


"^looseve/f  ffltt/tiei/ 

Inheritance.  Manhasset,  N.Y.  78. 
Divorced,  widowed;  2  children  by 
first  husband,  James  Roosevelt.  Fa- 
vorite daughter-in-law  of  FDR,  fre- 
quent White  House  hostess.  Second 
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Fuji  unlocks 
new  opportunities. 

One  key  to  international  success  is  choosing  the  right  financial  institution. 
You  need  solid  assets,  diversified  services,  experienced  personnel,  and  a  worldwide  network. 

You  need  Fuji  Bank,  one  of  Japan's  largest. 
Our  growing  network  covers  34  cities  in  21  countries  to  help  you  any  where,  anytime. 
Our  about  U.S.  $177  billion  in  assets  enable  us  to  finance  virtually  any  project. 
And  our  experienced  international  staff  can  provide  you  with  a  wide 
range  of  financial  services  and  information. 
For  a  head  start  in  international  business,  start  with  Fuji  Bank. 
Well  open  up  considerable  possibilities. 

FUJI  BANK 

Tokyo,  Japan 

Overseas  Network 

New  York,  Los  Angeles.  Chicago,  Houston,  Seattle,  San  Francisco,  Atlanta,  Miami,  Toronto, 
Mexico  City,  Sao  Paulo,  London,  Dusseldorf,  Frankfurt,  Zurich,  Luxembourg,  Paris.  Madrid, 
Bahrain,  Tehran,  Seoul,  Singapore,  Hong  Kong,  Jakarta,  Manila,  Bangkok,  Kuala  Lumpur, 
Beijing,  Shanghai,  Dalian,  Guangzhou,  Shenzhen,  Sydney.  Melbourne 

Heller  Financial,  Inc.,  Heller  Overseas  Corporation 


marriage  to  John  Hay  (Jock)  Whit- 
ney (d.  1982)  did  nothing  to  dimin- 
ish her  social  status:  Jock  scion  il- 
lustrious family,  heir  large  19th- 
century  fortune  (oil,  tobacco,  land, 
railways),  last  publisher  New  York- 
Herald  Tribune,  onetime  ambassa- 
dor to  Britain.  Much  of  their  major 
art  collection  given  Nat'l  Gallery, 
Museum  Modern  Art  NYC.  Donat- 
ed $8  million  to  Yale  1985  to  honor 
Jock  and  her  father,  famed  brain 
surgeon  Harvey  Cushing.  Real  es- 
tate, art,  media,  securities  believed 
worth  over  $300  million. 


~y        ■<://>!/  ^/(f/llj('/t 

Broadcasting.  Seattle.  94.  Widowed; 
2  daughters,  1  son.  Daughter  of  Se- 
attle lumberman  CD.  Stimson; 
pioneered  Northwest,  amassed  real 
estate  early  1900s  (d.  1929).  Hus- 
band A.  Scott  Bullitt,  key  state 
Democratic  leader,  died  1932; 
Dorothy  took  over  business,  man- 
aged properties.  Bored  1947,  bought 
Seattle  radio  station;  Northwest's 
first  TV  station  1948:  "The  station 
came  before  the  sets."  King  Broad- 
casting now  5  TV  stations,  6  radio, 
more  than  50,000  cable  subscribers. 
Son  Stimson  left  for  real  estate  in- 
terests 1973;  daughters  help  run 
King.  Dorothy  still  active,  in  on  key 
decisions.  Strong-willed,  zest  for 
life:  rafted  Colorado  rapids  at  age 
85.  Controls  company  worth  $300 
million. 


Bulk  containers.  Delaware,  Ohio. 
72.  Divorced,  6  children.  Ohio- 
born,  accountant  1946.  Family 
owned  minor  block  Greif  Brothers 
Corp.,  cooperage  founded  1877. 
Tracked  down,  bought  out  share- 
holders at  $35  average,  took  over  as 
CEO  1947.  Stock  since  split  160- 
for-1;  equivalent  value  now  over 
$3,200  per  share.  Containers  about 
90%  of  $326  million  sales  (1986). 
Lives  modestly  on  company-owned 
farm.  Old-fashioned,  conservative, 
devout:  painting  of  Christ  on  annu- 
al reports.  Low  turnover,  many  life- 
time execs:  "I  can't  remember  ever 
firing  anyone."  Given  firm's  break- 
up value,  controls  fortune  worth  at 
least  $300  million. 
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SnyderGcneral  Corp.  Dallas.  48. 
Married,  3  children.  Singer  Co.  ex- 
ecutive made  use  of  management 
experience,  market  conditions  to 
realize  businessman's  fantasy: 
bought  out  the  division  he  ran  for 
others  and  made  it  thrive  on  his 
own.  Climate  control  unit  pur- 


The  average  age  of 
The  Forbes  Four  Hundred 

is  62.3. 


chased  for  $27.5  million  (all  but 
$300,000  borrowed)  1982;  indepen- 
dent appraiser  then  valued  compa- 
ny's assets  at  $83  million.  Much  of 
original  debt  paid;  4  subsequent  ac- 
quisitions. SnyderGeneral  rode 
building  boom  to  sales  of  $520  mil- 
lion 1985.  Had  negotiated  for  other 
takeovers  before:  "Fortunately, 
they  didn't  work  out."  Net  worth 
may  exceed  $300  million. 


y/{f/.ijp//  y/ippMp 

Russ  Berne  &.  Co.  Englewood,  N.J. 
52.  Divorced,  remarried;  5  children. 
Began  as  gift  sales  representative  in 
late  1950s,  then  started  own  im- 
pulse-items marketing  venture  out 
of  Palisades  Park,  N.J.  garage  1963. 
Now  markets  4,500  products 
(stuffed  animals,  message  candles, 


greeting  cards,  wall  plaques  et  al.) 
through  gift  stores,  airports,  retail 
chains,  florist  shops,  etc.  Most 
products  retail  for  between  $4  and 
$10.  After  disastrous  manufactur- 
ing attempt  in  1970s,  most  items 
manufactured  in  Far  East.  "Learn 
what  our  customers  want,  make 
the  product  and  sell  it."  Firm  went 
public  1984,  Berne  controls  over 
60%.  Stock  holdings,  other  assets 
worth  over  $290  million. 


Watt  am  ('</if/ rn  (  r  .r  jr. 


Brother  and  sister.  Inheritance. 
Great-grandfather  Clarence  Barron 
(d.  1928)  bought  Wall  Street  Journal. 
Dow  ticker  1902,  basis  of  Dow 
Jones  media/publishing  fortune. 
Children  of  Barron's  granddaughter 
Jesse  Cox  (d.  1 982).  Bill:  55.  London, 
Nantucket.  Married,  4  children. 
Serves  on  Dow  Jones  board,  execu- 
tive director  of  European  opera- 
tions. Jane:  57.  Newtown  Square, 
Pa.  Divorced,  remarried;  7  children. 
Active  in  Philadelphia  charities. 
These  two  share  interlocking  trusts 
of  Dow  Jones  stock  worth  $560  mil- 
lion. (See  also  Jane  Bancroft  Cooke, 
Bancroft  Family. ) 


■/.ecu  ^(exi 

Amerada  Hess  Corp.  NYC  and 
Deal,  N.J.  71.  Married,  3  children. 
Father,  Moses  Hess,  came  to  U.S. 
from  Lithuania  1904.  Started  fuel 
delivery  service  1925.  Filed  for 
bankruptcy  1933,  reorganized  same 
year  with  Leon.  Went  public  1962 
in  merger  with  Cletrac  Corp.,  be- 
came Hess  Oil  &  Co.,  then  merged 
with  Amerada  1969.  Undercut  oth- 
er offshore  competition  with  ad- 
vantageous St.  Croix  refinery 
(shorter  shipping  distances  and  in- 
expensive foreign-flag  tankers). 
Hess  CEO  and  chairman,  controls 
15%  of  common.  Son,  John,  senior 
exec.  v.p.  Hess  also  owns  100%  of 
New  York  Jets.  Total  assets  worth 
at  least  $280  million. 


//t<  />pr/  .  fv.  zL  edmcwi 

Country  clubs.  60.  Dallas.  Married; 
1  son,  1  daughter.  Poor  boy  from 
Rison,  Ark.  earned  business,  engi- 
neering, 2  law  degrees  after  Navy. 
Oil  and  gas  attorney  for  H.L.  Hunt 
(see  Hunts)  Opened  Brookhaven 
Country  Club,  Dallas,  as  sideline, 
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Economy  designed  in  from  the  beginning.  Removing  an  engine  on  most 
jet  fighters  takes  at  least  three  hours.  The  F/A-18  was  designed 

differently,  so  it  takes  only  21  minutes.  And  that  saves 
the  Navy  and  Marines  millions  of  maintenance  dollars  each  year 


NORTHROP 

Making  advanced  technology  work 
Northrop  Corporation  principal  subcontractor,  McDonnell  Douglas  prime  contractor  for  the  F/A-  18A. 


The  richest  continuing 
bridge  game  is  played 
at  the  Regency  Whist 
Club  by  Milton  Petrie 
($700  million),  A.  Alfred 
Taubman  ($800 
million),  Maurice 
Greenberg  ($220 
million)  and  Lawrence 
Tisch  ($950  million), 
with  Jack  Dreyfus  of 

Dreyfus  Corp. 
sometimes  sitting  in. 
Stakes  are  50  cents 
a  point. 


1957.  Multiplied  clubs.  Built 
homes  around  golf  courses;  added 
city  clubs  1965.  Club  Corp.  of 
America  now  almost  200  clubs  na- 
tionwide, some  very  exclusive. 
Low  profile  in  deference  to  "good 
taste";  big-league  philanthropist  for 
various  causes:  $25  million  to  SMU 
1981.  "You  can't  take  it  with  you." 
On  business:  "There  is  a  thrill  in 
winning."  With  90%  Club  Corp., 
net  worth  over  $280  million. 


./((Ciicc  III 

Turner  Broadcasting  System.  Ros- 
well,  Ga.  47.  Divorced,  remarried;  5 
children.  Caught  with  girl  in  room, 
booted  from  Brown  U.;  joined 
Coast  Guard.  "I  who  would  one  day 
affect  the  destiny  of  the  nation  was 


cleaning  crap."  Rescued  late  fa- 
ther's .  bankrupt  billboard  firm. 
Built  failing  Atlanta  TV  station 
into  first  cable  supcrstation  (WTBS) 
1976,  to  provide  free  air  time  for  his 
Atlanta  baseball  Braves,  basketball 
Hawks.  Daredevil  yachtsman:  won 
America's  Cup  1977.  Pioneered 
CNN  1980.  Went  after  CBS  1985, 
failed,  bought  MGM  from  Kirk  Ker- 
korian  instead.  "The  game  I'm  in  is 
building  assets."  Egocentric,  quick- 
tempered. His  81%  TBS  worth 
more  than  $280  million. 


,  /(oaxt  rd '.  /\  <t  :tfc<>/ 

Real  estate.  NYC.  49.  Married,  6 
children.  Father  Alfred  (d.  1968) 
built  up  Doral  Hotel  chain:  3  NYC 
hotels  with  over  800  rooms,  650- 
room  hotel/country  club  Miami. 
Also,  his  Carol  Management  Co. 
has  large  Park  Ave.  office  tower, 
considerable  apartment  interests 
Conn.,  Chicago,  NYC's  outer  bor- 
oughs. Howard,  with  family,  has 
managed  well.  Self-effacing:  "You 
can  be  obnoxious  if  you  made  it 
yourself.  But  I  have  to  remember 
where  the  wealth  came  from." 
Horse-breeding  farm  near  Pawling, 
N.Y.  Worth  exceeds  $275  million. 


,  /(<. tea  //$rtf//t/f/t 
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Superior  Oil  Co.  Descendants  of 
William  M.  Keck  Sr.,  who  moved  to 
Texas  1901  for  great  Spindletop 
strike;  became  legendary  wildcat- 
ter: Said  to  taste-test  drilling-core 
samples;  founded  Superior  Oil  Co. 
1921.  Pioneered  drilling  offshore 
La.,  Venezuela;  became  leading  in- 
dependent with  largest  reserves. 
Sons  William  Jr.  (d.  1982),  Howard 
grew  up  rivals.  Father  chose  How- 
ard successor  after  failed  attempt  to 
sell  company  1959.  Howard:  Los 
Angeles.  73.  Married,  4  children. 
After  father's  death  1964,  CEO  to 
1981.  Diversified  into  mining, 
farming,  timber.  Company  lan- 
guished; turned  back  to  oil  1976. 
Forced  off  board  during  family  feud 
1983,  spurred  by  sister  Willametta 
Keck  Day  (d.  1985).  Nephew  Wil- 
liam II:  Los  Angeles.  44.  Divorced, 
3  sons.  Son  of  deceased  William  Jr. 


As  co-executor  of  father's  will,  sid- 
ed with  aunt  on  sale  of  company. 
Superior  finally  bought  by  Mobil 
1984  for  $5.7  billion.  Howard's 
share  worth  over  $275  million;  Wil- 
liam's worth  over  $190  million. 
Keck  Foundation  got  over  $500 
million.  Howard  Sr.  recently  peti- 
tioned courts  to  give  access  to  $200 
million  trust  money;  son,  Howard 
Jr.,  opposing  the  motion. 


Zftanda/  If  t//iat>(  // if  >(  ti 

Brothers.  Tyson  Feed  &  Hatchery 
founded  1947,  but  roots  go  deeper: 
"We're  fifth-generation  farmers." 
Name  changed  to  Tyson  Foods, 
Inc.,  went  public  1963.  Don  took 
over  when  parents  killed  in  auto 
crash  1966.  Aggressive  acquisition, 
innovation  took  co.  past  $1  billion 
sales  1985;  recent  purchases  make 
it  nation's  leading  (2  billion 
lb. /year)  chicken  outfit.  Supplies 
most  major  fast-food  chains,  but 
won't  specify  which:  "It's  like  dat- 
ing all  the  high  school  cheerleaders 
at  once.  I  believe  in  coexistence." 
All  execs  must  wear  khaki  farm 
clothes:  "If  we  all  wore  suits,  we'd 
sit  here  in  the  office,  and  we  don't 
make  money  here.  We  make  it  out 
in  the  field."  Don:  Springdale,  Ark. 
56.  Married,  3  children.  Chairman, 
CEO.  Lives  six  blocks  from  old 
grade  school:  "I'm  a  kind  of  home- 
town guy."  Randal:  Fayetteville, 
Ark.  35.  Married,  childless.  VP  in 
charge  new  products.  Don  votes  all 
shares,  but  both  benefit  from  trust 
with  stock  worth  over  $550  million. 


f/,<>  n 

Digital  Equipment  Corp.  Lincoln, 
Mass.  60.  Married,  1  daughter,  2 
sons.  MIT  grad,  designed  circuits  at 
its  Lincoln  Labs.  With  $70,000, 
business  knowledge  gleaned  from 
books  in  public  library,  started 
minicomputer  industry  in  old  tex- 
tile mill,  1957.  Profits  slumped 
1984,  founder  labeled  has-been. 
Bounced  back  with  systems  tech- 
nology 1985,  sales  over  $6  billion. 
DEC  now  number  2  behind  IBM  in 
computer  industry.  Avid  pilot  and 
canoeist,  described  as  autocratic 
manager,  set  up  first  succession 
plan  this  year,  but  evades  question 
of  retirement.  "I  expect  to  be 
around  forever."  His  2.9  million 
shares  DEC  stock  alone  worth 
nearly  $275  million. 
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Real  estate.  NYC.  62.  Divorced,  re- 
married; 1  son,  2  stepchildren. 
Started  as  broker  1947,  bought  first 
Manhattan  apartment  building 
with  1  year's  saved  commissions. 
Risked  almost  all  in  1962  to  build 
1.5  million  sq.  ft.  at  277  Park  Ave.; 
now  Chemical  Bank  building, 
many  leases  into  next  century. 
Owns  2,800  Manhattan  apart- 
ments, not  co-oping  in  immediate 
future:  "I  guess  I'm  lazy."  Still  ac- 
tive baying  buildings,  with  part- 
ners. Won  1977  court  ruling  deny- 
ing apartment  lease  to  "intelligent 
persons"  who  know  law  and  might 
cause  trouble.  Doesn't  make  the 
papers  much  because  "I  try  not  to." 
Net  worth  over  $275  million. 


General  Cinema  Corp.  Chestnut 
Hill,  Mass.  62.  Married,  3  children. 
Father  Philip  founded  company  in 
1922,  opened  first  drive-in  theater, 
1935.  Adapted  talkies,  multiscreen 
theaters;  permanently  banned  X- 
rated  films.  Went  public  1959,  ex- 
panded to  include  bowling  alleys. 
Son  Richard  dropped  alleys  without 
apology:  "We  misjudged  our  mar- 
ket." Pumped  money  into  Pepsi 
bottlers  instead.  Now  largest  fran- 
chise, bottling  revenues  over  50% 
of  company  income.  Largest  cine- 
ma chain  in  U.S.  with  over  1,100 
theaters.  Chairman  thrifty  manag- 
er, press-shy.  Controls  stock  worth 
more  than  $275  million. 


^/cm/  sJ/'t  remain 

Reebok.  Newton,  Mass.  42.  Mar- 
ried, 3  children.  Sporting  goods  dis- 
tributor looking  for  better  idea, 
found  it  1979:  British  track  shoes  at 
trade  show — brand  worn  by  1924 
Olympians  portrayed  in  film  Chari- 
ots of  Fire.  Convinced  company  to 
set  up  Reebok  U.S.A.  to  distribute. 
Bought  out  parent  within  five 
years.  Fireman's  idea:  athletic 
shoes  specifically  for  aerobic  exer- 
cise. Soft  leather,  hot  colors  be- 
came fad.  Taken  public  summer 
1985  at  $17,  went  above  $105.  At 
recent  $20  (after  3-to-l  split),  with 
wife  net  worth  over  $270  million. 
Acquired  Rockport  Co.,  maker 
walking  shoes,  for  $120  million, 
fall  1986.  With  moves  into  cloth- 
ing, etc.,  staying  power  and  man- 
agement are  question  marks. 


Mex*  Mix  da  ?Po*U  fi. 
Stflice  Francis  c/u  iPcnt  ^  fit  Ms 
^te/e/mt  SV/Zcwpe  ^'W-xev  c/u 


Brother,  sister,  sister-in-law.  Chil- 
dren, daughter-in-law  of  A.  Felix  du 
Pont,  distant  cousin  Pierre,  sided 
with  him  in  family  split  1915  (see 
other  du  Fonts,  family),  rewarded 
with  stake  in  family  holding  com- 
pany Christiana  Securities.  A.  Felix 
Jr.:  Wilmington,  Del.  80.  Divorced, 
remarried;  3  children  by  first  wife,  1 
by  second.  Alice  (Mrs.  James  Paul 
Mills):  Middleburg,  Va.  73.  Mar- 
ried, 3  children.  Brother,  sister  be- 
lieved worth  about  $260  million 
each.  H.  Allaire:  Chesapeake  City, 
Md.  73.  Widowed,  2  children.  Hus- 
band Richard  Chichester  du  Pont 
noted  pilot  killed  in  WWII  glider 
crash.  Successful  horse  breeder, 
owned  Kelso.  Among  first  women 
admitted  to  Jockey  Club,  1983. 
With  children  shares  husband's  in- 
heritance, also  believed  about  $260 
million. 


Family  Dollar  Stores.  Charlotte, 
N.C.  49.  Married,  4  children.  After 
father  died,  helped  mother  run 
small  family  department  store  N.C. 
Opened  own  store  1959  with 
$6,000  personal  investment.  Went 
public  1970.  Now  over  1,000  stores 
in  23  states:  self-service,  low-cost, 
all-cash  operation  in  working-class 
rural  communities.  Price  ceiling  on 
merchandise:  $17.99.  "We  run  a 
tight  ship  and  keep  the  business 
simple."  Company  had  44  straight 
quarters  of  record  sales  and  earn- 
ings. Reviews  store  inventories  sev- 
eral times  each  year,  lie-detector 
spot  checks  of  employees.  Leon's 
cousin  Lewis  is  president;  son 
Howard  is  heir  apparent.  Levine's 
stock,  other  assets  valued  at  about 
$260  million. 


£/ ' fuite/  C  row  .  lear/e 
II t//tattt   Xof/ti  ^Icoy/c 


^Jux<inne  ^Sea-pie  C/'rlxan 

Brothers  and  sister.  Inheritance. 
Great-grandchildren  of  Gideon 
Searle,  who  emerged  from  Civil 
War  to  buy  Indiana  drugstore, 
found  one  of  nation's  first  drugstore 
chains.  Began  making  drugs;  found- 


ed G.D.  Searle  &  Co.  1888.  Grand- 
son John  led  company  to  remark- 
able profitability  1936-66:  Intro- 
duced Dramamine;  first  oral 
contraceptive  I960;  others.  John 
doubted  sons'  business  ability,  at- 
tempted mergers  to  acquire  mana- 
gerial talent;  all  failed.  So,  to  some 
degree,  did  sons.  Daniel:  Winnetka, 
111.  60.  Married;  2  sons,  1  daughter. 
CEO  1966-77.  Disastrous  record  of 
acquisitions  led  to  Wall  St.  joke:  to 
make  money,  package  anything, 
"offer  to  Searle  at  20  times  earn- 
ings." Image  tarnished  by  FDA 
probe.  Best  move:  hired  former  De- 
fense Secretary  Donald  Rumsfeld 
to  pick  up  pieces  (now  chairman). 
That  and  accidental  discovery 
aspartame  as  sweetener  saved  com- 
pany. Sold  out  to  Monsanto  1985. 
Daniel  now  "semiretired"  to  in- 
vestments, philanthropy,  golf.  Wil- 
liam: Lake  Forest,  111.  58.  Married,  3 
children.  Former  vice  chairman 
Searle,  active  with  brother  in  in- 
vestments through  family  office. 
Suzanne:  Lake  Forest.  55.  Married, 
3  children.  Husband  Wesley  M. 
Dixon  former  vice  chmn.  Siblings 
share  in  trusts,  proceeds  sale,  other 
assets  worth  at  least  $780  million. 


c/iaro/ol  i^rotf// 

Real  estate.  Boston.  61.  Divorced,  1 
child.  Streetwise  son  of  poor  Rus- 
sian immigrants.  MIT-trained  met- 
allurgist; owned  small  chain 
doughnut  bakeries.  Started  buying 
buildings.  Now  Boston  area's  big- 
gest landlord:  about  8,000  apts.  (at 
peak,  1  of  every  15  in  town),  5.5 
million  sq.  ft.  office  space  (over 
one-tenth  of  Boston  inventory); 
market  value  well  over  $1  billion. 
Once  said  "I'm  a  pussycat,"  but 
sued  by  Justice  Dept.  for  racial  dis- 
crimination (consent  decree  1982). 
Pleaded  guilty  1986  to  paying 
$1,000  bribe  for  building  permit. 
Shifting  focus  to  commercial:  "Res- 
idential is  more  gratifying  but  more 
headaches."  Net  worth  must  ex- 
ceed $250  million. 


Real  estate.  NYC.  56.  Widowed,  3 
children.  Father  was  major  hotelier 
NYC  1920s  (Delmonico,  Ritz,  etc.); 
died  1941.  Mother  Evelyn  took 
over,  expanded  (incl.  Beverly  Wil- 
shire);  sold  everything  1960s,  now 
collects  art.  Peter,  after  Princeton, 
went  into  real  estate  1957.  Owns 
prime      Manhattan  properties. 


Finally  Acun 

Introducing  McCain  Airlini 


Where  coach  passengers 
are  treated  with  class. 

The  Golden  Age  of  air 
travel  has  lost  a  lot  of  its  shine. 
We  believe  it's  time  to  put  the 
polish  back  on.  We're  McClain 


Airlines  and  we're  going  to  give 
you  service  that's  unheard  of  for 
standard  coach  fares.  Like  wide, 
luxurious  seats.  Only  74  on  the 
whole  plane.  Glorious  food,  that's 
prepared  on  board.  Graciously 
served  on  china  by  one  of  four 


flight  attendants  who  actually 
what  they're  doing.  And  the 
plenty  of  storage  space,  so 
encourage  you  to  carry  on. 

And  on  the  ground, 
relax  in  a  quiet,  enclosed 
lounge  instead  of  a 


Only  varsity  players 
in  this  part  of  the  plane. 
Our  Captains  average 
more  than  20  years 
flying  experience  on 
Boeing  727's. 


A  wonderfully  large 
forward  closet.  Plenty 
of  room  to  hang  garment 
bags  and  other  carry - 
on  luggage. 


or  cabin  fever 


crowded 
gate.  Or  you 
can  pre-board 
30  minutes 
/    early  and  we'll 
f  serve  you  drinks 
and  hors  d'oeuvres. 
And,  remember, 
W  you  won't  pay  any 
f  more  than  regular 
coach  fares  for  this  kind 
of  class  treatment. 


Our  service  is  non-stop, 
so  are  our  flights. 

We  offer  frequent  non- 
stop service  to  destinations  like 
Los  Angeles  International,  Chicago 
O'Hare,  Phoenix,  Dallas/Ft.  Worth 
and  San  Francisco.  And  coming 
soon,  New  York  and  Washington 
D.C.  Plus,  we  schedule  early 
morning  departures,  so  you  can 


get  where  you're  going  early  and 
be  home  the  same  day. 

The  perfect  antidote  to 
poor  air  travel  is  now  available. 
And  you'll  enjoy  it  for  the  cost  of 
coach. 

For  reservations,  call 
your  travel  professional  or 
1-800-MCCLATN.  (MU  in  your 
pocket  flight  guide. ) 


2x2 seating  in  wide 
leather  or  velvet  seats. 
Only  74  passengers  so  you 
won 't  feel  crowded  even 
when  every  seat  is  taken. 


You'll  get  all  these 
wonderful  services  at  flight 
times  designed  around 
your  schedule.  With 
early  morning,  midday 
and  evening  flights. 


Large,  oversized 
storage  bins.  Now  you  won't 
have  to  share  it  with 
eight  passengers.  So,  no 
more  smashed  jackets. 


AIRLINES 


Class  without  the  cost. 


Crown  jewel  is  famed  Carlyle  Ho- 
tel, "Peter's  place,"  though  he 
claims:  "If  this  were  my  only  busi- 
ness, I  could  eat  and  get  my  clothes 
cleaned,  but  that's  about  it."  With 
Odyssey  Partners  Leon  Levy  and 
Jack  Nash,  helped  launch  Avatar 
Holdings  (Florida  real  estate)  out  of 
bankrupt  GAC  Corp.;  also  other 
profitable  stock  deals.  Net  worth 
exceeds  $250  million. 


S'/y//if/r  (/tar/ej  .   \  te/ien  J^r . 

A.C.  Nielsen  Jr.  Winnetka,  111.  67. 
Married;  2  sons,  1  daughter.  Arthur 
Sr.  (d.  1980)  founded  market  survey 
firm  1923.  In  1930s  learned  con- 
sumers claimed  to  buy  prestige 
Lux,  actually  bought  economical 
Lifebuoy,-  decided  to  measure  sales, 
not  words.  Pioneered  electronic 
meters  to  measure  radio,  television 


The  average  number 
of  children  among 
members  of 
The  Forbes  Four  Hundred 

is  3.03. 


audiences  1940s.  "For  years  my  fa- 
ther tried  to  tell  people  that  his 
work  was  worth  something.  He 
couldn't  get  any  takers."  Now 
dominant  researcher  TV  ratings, 
grocery  sales.  Arthur  Ir.  expanded 
company,  retired  1984,  still  consul- 
tant. Company  sold  to  Dun  &.  Brad- 
street  1984.  Workaholic,  tennis 
nut.  Family's  D&B  shares  worth 
over  S250  million. 


Beer,  real  estate.  Tiburon,  Calif.  80. 
Married,  childless.  Uneducated 
Polish  merchant  seaman,  arrived 
U.S.  age  20.  Washed  cars,  learned 
English;  managed,  then  bought  into 
nightclubs,  apt.  houses.  Took  over 
LA  brewery  in  1950  real  estate 
swap.  Acquired  Falstaff  for  S10  mil- 
lion 1975;  Pabst,  $63  million,  1985 
(third  attempt);  many  low-price  re- 
gional breweries — e.g.,  General 
Brewing  (generic  beer),  Pearl,  Lucky 
Lager,  Narragansett.  "Mr.  Paul" 
publicity-shy;  reputation  for  liqui- 
dating old  breweries,  bare-bones 
management.  Shrewd,  litigious, 
manipulative.  Despite  flat  beer  in- 
dustry, with  land,  etc.,  net  worth 
exceeds  $250  million.  "A  sale  with- 
out profit  is  a  sale  without  honor." 


Shopping  centers.  Indianapolis.  59. 
Divorced,  remarried;  5  children. 
Born  Brooklyn  to  garment  district 
tailor.  Sold  encyclopedias  during 
Korean  War  service;  then  leasing 
agent  for  shopping  centers  at 
$100/week  against  commission. 
Began  building  shopping  centers 
1959 — over  135  in  23  states.  Today 
Melvin  Simon  &.  Assoc.  one  of 
country's  largest:  over  50  million 
sq.  ft.  Developing  N.J.'s  Newport 
City  with  Sam  LeFrak  (which  see). 
renewal  project  near  NYC.  Recent- 
ly sought  to  buy  Gimbels.  Keeps 
out  of  limelight.  Two-thirds  stake 
basketball  Pacers  (brother  Herb 
owns  rest),  other  interests,  make 
est.  worth  at  least  $250  million. 


Publishing,  TV  broadcasting,  inher- 
itance. Englewood  and  Springlake, 
N.J.  48.  Married,  3  children.  Grand- 
father John,  wealthy  Wall  St.  stock- 
broker, bought  into  Bergen  (N.J.) 
Record;  wholly  owned  by  family 
since  1930.  Father  Donald  took 
from  small  county  daily  to  formida- 
ble suburban  newspaper.  Malcolm 
took  over  1971.  Brother  Gregory 
sold  out  1982.  One  of  country's 
most  profitable  dailies;  largest  N.J. 
evening  circulation.  Also  owns  4 


TV  stations.  All  nonunion.  Civic- 
minded.  Through  family  trusts,  etc. 
controls  fortune  worth  at  least 
$250  million.  "I've  never  learned 
anything  in  my  life  by  somebody 
telling  me  I  did  it  right." 


Inheritance,  investments.  Naples, 
Fla.  39.  Single.  Grandfather  Barron 
Gift  Collier  pioneered  streetcar  ad- 
vertising, used  $5  million  annual 
income  to  buy  southwest  Florida 
land.  By  1930,  1  million  acres;  re- 
named Collier  County.  Family  split 
empire  by  coin  toss  1980.  Miles 
controls  half  (7  relatives,  other 
half):  170,000-plus  acres,  oil  and 
mineral  rights  to  400,000  acres; 
venture  capital  (via  GeoCapital 
arm);  50%  Naples  Daily  News,  etc. 
Leases,  develops  commercial  prop- 
erties in  Tampa,  Naples.  Made 
news  rescuing  colony  of  endan- 
gered gopher  tortoises.  Controls 
fortune  worth  estimated  $250  mil- 
lion. "I  work  for  esthetic  reasons 
more  than  for  anything  else." 
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Siblings,  cousins.  Inheritance. 
Grandfather  John  Dorrance  Sr.  in- 
vented condensed  soup  in  a  can,  left 
Campbell  Soup  Co.,  other  invest- 
ments 1930  worth  $129  million,  at 
time  third-largest  U.S.  estate.  One- 
third  to  John  Jr.  (which  see);  one- 
sixth  to  each  of  4  daughters,  now 
deceased.  Dorrance:  Stratford,  Pa. 
58.  Married,  3  children.  Runs 
home-furnishing  store,  active  in 
fundraising.  Still  company  director. 
Stockbroker  husband  Samuel,  62, 
diversifies  investments.  Dorrance's 
sister  Hope:  Middletown,  R.I.  52. 
Married,  3  children.  Formerly  oper- 
ated women's  boutique;  husband 
John,  venture  capitalist.  Both  re- 
tained most  of  their  shares.  Dor- 
rance's visible  stock  worth  $250 
million;  Hope's,  $220  million. 
Cousin  Tristam:  Paoli,  Pa.  48.  Mar- 
ried, 3  children.  "Tns"  chairs  Cres- 
sona  Aluminum,  also  venture  capi- 
tal. His  sister  Charlotte:  Ocala,  Fla. 


Only  the  very  dedicated 


CAN  MAKE  HISTORY 


The  Royal  Oak  -  Day,  Date  and  Moon  face  in  18  k.  gold,  or  18  k.  gold  and  steel  or  all  steel for  men  &  women. 


In  1909,  Ettore  Bugatti  built  the  first  four-wheeled 
thoroughbred  in  history.  Determined  to  create  an 
automobile  of  unsurpassed  beauty,  he  was  pre- 
pared to  risk  everything  in  the  pursuit  of  this  one 
ideal.  And  that  is  why  each  of  his  cars  is  a  work  of 
art  that  cannot  be  copied. 

In  1970,  Audemars  Piguet  entrusted  its  master- 
watchmakers  with  a  new  and  challenging  mission. 
They  were  to  create  the  first  luxury  sports  watch. 

For  months,  designers  and  technicians  combined 
craftsmanship  with  technology  to  produce  a 
masterpiece  that  went  beyond  anything  that  had 
been  seen  before  or  since. 

A  landmark  in  watchmaking  history.  They 
revealed  bolts  and  burnished  metal  to  a  satiny 
sheen,  until  the  unprecedented  and  distinctive 
symmetry  they  were  striving  for  became  reality. 

The  Royal  Oak.  An  exclusive  concept  for  an 
exceptional  lifestyle.  Born  of  the  whole-hearted 
pursuit  of  an  ideal.  Where  cost  plays  no  part. 
Where  each  unique  piece  bears  a  number  to  tell  its 


tale  to  future  generations.  Where  copies  can  never 
equal  the  original. 

Today,  the  proud  owner  of  a  Royal  Oak  can  easily 
identify  with  the  spirit  of  the  craftsman  who  risked 
all  to  create  an  ideal.  A  dream  of  perfection  that 
became  part  of  history. 


Bugatti  type  51,  1930,  8  cylinder  2.3  I., 
187  HP. 


MeiaisPlguet 

Known  only  by  those  who  know. 


MOBOCO    200  Newport  Center  Drive,  Newport  Beach,  CA  •  (714)  644-8325 

Fine  JeWellry  &  GemS  Monday-Friday  10-7  Saturday  10-5,  Closed  Sunday 


and  NYC  45.  Married,  4  children. 
Metropolitan  Museum  of  Art  board 
member,  also  breeds  Thorough- 
breds. Husband  John  biology  pro- 
fessor at  Cornell.  Siblings'  worth 
estimated  at  least  $185  million 
each.  Cousin  George:  West  Ches- 
ter, Pa.  47.  Married,  3  sons.  Interest 
in  Delaware  Trust  Co.,  owned 
Tampa  Bay  (soccer)  Rowdies  1975- 
83.  Active  on  steeplechase  circuit, 
irregularly  teaches  Latin  American 
history  at  Widener  Univ.  His  sister 
Diana:  Palm  Beach.  45.  Divorced, 
remarried;  2  sons,  1  daughter.  Hor- 
ticulturist, philanthropist;  husband 
nonpracticing  lawyer.  George  has 
sold  some  shares.  With  stock,  other 
assets,  Diana  worth  at  least  $220 
million,  George  over  $185  million. 


Inheritance.  Houston.  78.  Wid- 
owed, 2  daughters.  Husband  R.E. 
(Bob)  Smith  started  in  oil,  used  prof- 
its to  buy  land  in  and  around  Hous- 
ton starting  1950s:  "I  have  a  thor- 
ough belief  in  inflation."  At  one 
point  owned  17  square  miles  inside 
city  limits,  was  county's  largest 
landholder.  Much  land  near  Gal- 
leria.  Also  Texas,  Oklahoma  ranch- 
es. Bob  helped  bring  major-league 
baseball  to  Houston;  owned  land 
under  Astrodome.  Said  to  be  worth 
$500  million  at  death  1973.  Vivian 
a  director  Texas  Medical  Center; 
owns  12%  Astros;  also  oil,  ranch- 
ing, banks,  shopping  centers.  Her 
trusts,  etc.  believed  to  exceed  $250 
million. 
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Pizza.  Ann  Arbor,  Mich.  49.  Mar- 
ried, 4  daughters.  Fatherless  at  age 
4.  Self-sufficient  age  14,  but  mis- 
chievous: thrown  out  of  seminary 
school,  nearly  flunked  out  of  high 
school.  Read  self-help  books  in  Ma- 
rines. With  brother,  borrowed  $900 
for  small  pizzeria  1960.  Swapped 
VW  for  brother's  share  1961,  be- 
came delivery-only  Domino's  Piz- 
za. Now  2nd-largest  chain  (after 
Pizza  Hut):  over  3,300  outlets,  most 
franchised;  50  states,  Japan,  U.K., 
W.  Germany.  Jogger,  vast  self-help 
library,  architectural  admirer:  cor- 
porate headquarters  a   la  Frank 


Lloyd  Wright.  With  Detroit  (base- 
ball) Tigers,  95%  Domino's,  should 
exceed  $250  million.  "I'm  a  pizza 
man.  I'm  proud  of  that." 


Commerce  Clearing  House.  Mill- 
brook,  N.Y.  54.  Divorced,  remar- 
ried; 3  sons,  1  daughter.  Prudent 
great-grandfather  bought  company 
1907,  6  years  before  income  tax  en- 
acted. CCH  publishes  updatable 
loose-leaf  clarifications  of  tax  code, 
court  decisions,  etc.  Primary  sub- 
scriber: IRS.  1986  revenues  $414 
million.  Company  prospers  in  Chi- 
cago; Oakleigh  detached  from  man- 
agement. Homebody;  raises  race- 
horses: "They  all  run  too  slow." 
Now  experimenting  with  orchid 
growing.  Son  Columbia  M.B.A.,  as- 
piring to  CEO.  Oakleigh:  "That's 
an  ambitious  target  for  now."  With 
immediate  family's  46%  of  CCH, 
net  worth  exceeds  $250  million. 


Albertson's  Inc.  Boise,  Idaho.  80. 
Married,  1  daughter.  Safeway  store 
manager;  quit  to  open  Boise  grocery 
1939  with  $5,000  life  savings, 
$7,500  loan.  Co-pioneered  drug- 
grocery  store  combination  with 
L.S.  Skaggs  (which  sec).  Now  in  18 
states.  Seventh-largest  U.S.  super- 
market chain  (1985  revenues  $4.7 
billion):  "Work  like  hell  and  give 
the  customers  what  they  want." 
Emphasis  on  large  stores  and  "Bet- 
ter Care."  Albertson:  "We  have  to 
watch  that  we  don't  try  to  sell  our 
customers  what  we  think  they 
should  have  instead  of  what  they 
really  want."  Although  stake  in  Al- 
bertson's Inc.  now  under  19%, 
worth  increased  to  over  $250  mil- 
lion. "No  plans  to  retire." 


Citrus  grower.  Avon  Park,  Fla.  75. 
Divorced,  remarried;  5  children,  1 
stepchild.  Born  in  hurricane  1910; 
drove  mules  in  father's  small  or- 
ange groves  at  8.  Start  was  1933 
wedding  gift:  10-acre  grove.  Sold 
fertilizer;  added  land,  slowly  at 
first.  Now  over  10,000  acres  citrus; 


fertilizer;  car  dealership  (see  also 
Emmet  F.vans,  John  Berry).  Chair- 
man, 52%  owner  Alico  Inc.  Five 
terms  state  legislature,  lost  1974 
governor's  race.  Sold  citrus  packing 
plants  to  Procter  &  Gamble  1981 
(Citrus  Hill  juice).  "I  don't  chop 
wood  anymore,  but  I  work  84  hours 
a  week."  Namesake  son  president 
of  Ben  Hill  Griffin  Inc.  Also  70,000 
acres  ranchland,  timber,  cattle;  net 
worth  exceeds  $250  million. 


Publishing.  Rancho  Santa  Fe,  Calif. 
61.  Married,  4  children.  Started  at 
hometown  (Minn.)  weekly:  "I 
swept  the  floors,  melted  lead,  sold 
ads,  wrote  stories  .  .  .  you  name  it." 
Jumped  from  paper  to  paper,  state 


168  members  of 
The  Forbes  Four  Hundred 
control  fortunes  that 
were  mostly  or 
entirely  inherited. 


to  state,  after  WWII  service.  Set  up 
Howard  Communications  1961. 
First  paper:  Casper  (Wyo.)  Star-Tri- 
bune.  Now  19  daily  newspapers 
(over  400,000  circ),  1  TV  station. 
Late  shift  into  cable:  started  Los 
Angeles-area  cable  TV  company  in 
partnership  with  Donald  Reynolds 
(which  see),  now  about  110,000  sub- 
scribers. Also  small  oil  and  gas  ex- 
ploration company.  Net  worth 
should  exceed  $250  million. 


Real  estate.  NYC,  Washington, 
D.C.  49.  Single.  Raised  Montreal; 
son  of  tobacco,  candy  merchant. 
Got  M.B.A.,  2  law  degrees.  Made 
first  $5  million  at  Cabot,  Cabot  & 
Forbes  by  29.  Formed  Boston  Prop- 
erties 1970;  early  projects  sparked 
political  battles.  Now  controls  9 
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A  desserts.  It's  a  delicious  part  of  our  innovative,  lighter 
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million  sq.  ft.:  office  space,  indus- 
trial parks,  hotels;  still  building. 
Half-equity  new  buildings  (partner 
Ed  Linde  has  rest),  larger  interest  in 
old.  Adding  some  2  million  sq.  ft., 
incl.  long-empty  l-million-sq.-ft. 
tower  midtown  Manhattan  (now 
half  rented).  Huge  joint  venture 
NYC  planned  with  Salomon  Bros. 
Also  publishing:  bought  ailing  At- 
lantic 1980;  paid  $163  million  for 
U.S.  News  &  World  Report  1984. 
Worth  maybe  $250  million. 


Real  estate.  NYC.  Early  50s.  Mar- 
ried, 1  child.  Went  out  on  a  limb  to 
build  1.5-million-sq.-ft.  Manhattan 
skyscraper  9  West  57th  Street  (fa- 
miliar from  movies:  sloping  glass 
sides  with  big  red  "9"  in  front). 
Fully  rented  just  before  1970s  real 
estate  crash;  now  highly  profitable. 
Observer:  "A  contentious,  litigious 
man."  Also  Manhattan  residential 
properties.  Built  uniform  row  of 
new  East  Side  townhouses,  a  19th- 
century  throwback,  priced  up  to  $5 
million  each;  sales  have  been  slow, 
so  converting  to  rentals.  Now  put- 
ting up  49-story  apartment  house 
on  East  River  and  72nd  Street; 
many  hassles  with  city  agencies  to 
increase  size,  but  "if  the  building 
gets  built,  it's  worth  it."  Press-shy. 
Minimum  net  worth  $250  million. 


Inheritance,  oil,  sports.  Dallas.  54. 
Divorced,  remarried;  4  children. 
Youngest  of  H.L.  Hunt's  "first  fam- 
ily" (see  other  Hunts,  Hill,  Schoell- 
kopf)  Although  "somewhat  wary" 
of  brothers,  shares  in  trusts  whose 
crown  jewel,  Placid  Oil,  filed  Chap- 
ter 1 1  in  August.  Lamar  mainly 
into  pro  sports:  cofounded  Ameri- 
can Football  League  age  26;  owns 
Kansas  City  (football)  Chiefs  (has  4- 
bdrm.  apt.  in  KC  stadium);  other 
teams.  Also  KC  amusement  park 
|  Worlds  of  Fun);  mining,  paving  and 
below-ground  storage  interests;  real 
estate.  Economy-class  millionaire: 
"I  happen  to  believe  one  suit  is 
enough  for  any  man.  Besides,  it  fits 
pretty  good."  May  still  be  worth 
$250  million. 
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Oil.  Houston.  68.  Married,  2  chil- 
dren. Father  killed  by  poison  dart 
while  exploring  for  oil  in  South 
American  jungle.  Roy,  Harvard 
Ph.D.  in  geology,  explored  for 
Humble  Oil  (now  part  of  Exxon) 
until  went  on  own  1956.  Heard  In- 
donesian area  geologically  resem- 
bled Louisiana  Basin;  made  stupen- 
dous gas  and  oil  find  1968.  Sells 
much  to  Japanese  utilities.  Many 
partners,  but  kept  16.67%  stake. 
Now  much  exploration  in  Turkey, 
no  strikes;  drilling  Gulf  of  Mexico 
area:  "It's  a  little  easier  to  work  in 
your  own  backyard."  Despite  oil 
slide,  worth  more  than  $250  mil- 
lion. Not  slowing  down:  "No  point 
in  trying  to  pocket  a  few  dollars  and 
say  I'm  retired." 
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Brothers  and  sister.  Inheritance. 
Surviving  children  of  Margaretta  L. 
du  Pont,  sister  of  Pierre  S.  (see  vari- 
ous du  Ponts,  family).  Their  father, 
Ruly  Carpenter  Sr.,  included  in  for- 
mation Christiana  Securities.  Rob- 
ert (Bobby):  Montchanin,  Del.  71. 
Married,  3  children.  Director  Chris- 
tiana until  sale  to  Du  Pont  1977. 
Owned  baseball  Phillies,  sold  1981 
by  son  Robert  Ruliph  III  for  $30 
million.  William:  Boca  Raton,  Fla. 
67.  Twice  divorced;  1  daughter,  1 
adopted  stepson.  Noted  deep-sea 
fisherman  in  his  day.  Irene  (Mrs. 
James  A.  Draper  III):  Montchanin, 
Del.  75.  Twice  divorced,  remarried; 
5  daughters  by  first  marriage.  At 
one  time  cut  hair  for  friends  and 
relatives  in  game-room  barber's 
chair.  Total  fortune  of  three  should 
exceed  $720  million. 
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Manor  Care,  Inc.  Silver  Spring,  Md. 
67.  Married,  4  children.  Dropped 
out  of  college  as  a  freshman  and 
opened  plumbing  contracting  firm; 
invested  profits  in  real  estate. 
Opened  first  nursing  home  with 


brother  I960,  expanded  through 
building,  acquisitions.  Founded 
Quality  Inns  motel  chain  1966; 
merged  own  companies  1980.  Man- 
or Care,  Inc.  composed  of  nursing 
homes  (aimed  at  affluent  elderly), 
alcohol  rehabilitation  centers,  ho- 
tels and  inns.  Son  Stewart  Jr.  fiscal- 
minded  Democrat,  former  state 
senator,  vice  chairman.  Sr.  still 
chairman.  "This  company  isn't  a 
democracy  and  I  don't  want  it  to 
be."  Bainum's  stock  holdings,  real 
estate,  worth  $240  million. 
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Marriott  Corp.  Washington  D.C. 
Heirs  of  J.  Willard  Marriott  Sr.  (d. 
1985),  son  of  sheep  and  cattle 
rancher;  born  in  Marriott,  Utah, 
family  among  early  Mormon  pio- 


The  youngest  member 
of  The  Forbes  Four 
Hundred  is 
Michael  S.  Currier,  25 


neers  Salt  Lake  City.  Sold  woolen 
underwear  to  get  through  U.  of 
Utah.  Married  1927,  started  AikW 
root  beer  franchise  in  DC  called 
Hot  Shoppe.  Expanded  into  chain 
(went  public  1952);  opened  first  ho- 
tel 1957.  Rapid  expansion/diversifi- 
cation (Sun  Line  cruise  ships,  Big 
Boy  and  Roy  Rogers  restaurants,  in- 
flight catering  services,  airport  gift 
shops).  Bought  Howard  Johnson 
Co.  1985.  Recently  opened  luxury/ 
convention  Marquis  hotels  in  N.Y., 
Atlanta  (largest  hotel  south  of  N.Y., 
with  1,674  rooms).  Alice  Marriott: 
79.  Widow  of  J.  Willard  Marriott  Sr. 
Cofounder  Marriott  Corp.,  current- 
ly v.p.  Son  J.  Willard  Marriott  Jr.: 
54.  Married,  4  children.  "Bill"  be- 
came CEO  1972,  succeeded  father 
as  chairman  1985.  Younger  brother 


Richard  E.  Marriott:  47.  Married,  4 
daughters.  "Dick"  executive  v.p., 
head  restaurant  division.  Family 
tithes  income  to  Mormon  Church. 
"But  we  don't  preach  the  Mormon 
doctrine  here.  We  just  have  a  good 
Christian  work  ethic."  The  three 
own  or  control  over  25  million 
shares  worth  $720  million. 
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Guardian  Industries  Corp.  Bloom- 
field  Hills,  Mich.  64.  Twice  di- 
vorced, remarried;  2  children.  After 
finishing  school  practiced  law 
briefly,  rescued  Frank  W.  Kerr  Co., 
a  drug  wholesaling  firm.  Accom- 
plished same  with  Rupp  &  Bow- 
man in  surgical  supplies.  Took  over 
uncle's  interest  in  Guardian  Indus- 
tries, then  a  failing  windshield  fab- 
ricator. Became  president  1957; 
paid  off  creditors,  acquired  photo 
processing,  broadened  company  fo- 
cus to  architectural  "float"  glass. 
Went  public  in  1968,  private  again 
1985.  Owns  57%  of  Detroit  (bas- 
ketball) Pistons.  Recently  sold  lim- 
ited interest  in  Guardian  Ventures. 
Stock,  other  assets  worth  about 
$240  million. 


Publishing.  Beverly  Hills.  60.  Mar- 
ried. Son  of  Californian  auto  me- 
chanic; became  short-order  cook, 
gas-pump  attendant,  movie  studio 
publicist.  Car-racing  buff,  launched 
Hot  Rod  magazine  1947  in  garage 
with  partner,  $400;  hawked  in 
grandstands  for  25  cents.  Bought 
out  partner  1950;  expanded.  Peter- 
sen Publishing  now  13  monthlies 
('Teen,  Motor  Trend,  Guns  &  Ammo), 
many  one-shot  special  interest  pub- 
lications. Hot  Rod  still  car  buff's 
bible.  "I  never  dreamed  the  public 
would  buy  my  output  in  such  vol- 
ume." Also  owns  real  estate,  art 
gallery,  restaurant.  First  man  to  bag 
polar  bear  with  revolver  1965:  "It 
was  either  shoot  or  be  fatally  man- 
gled." Net  worth  estimated  at  $235 
million. 


Television.  Holmby  Hills,  Calif. 
63.  Divorced,  remarried;  2  children. 
Son  of  Russian  immigrant  tailor, 
raised  in  Dallas;  spent  a  year  in  bed 
after  suffering  "nervous  break- 
down" age  8.  To  LA  as  writer,  actor 
1953.  With  Danny  Thomas,  pro- 


duced first  hit:  The  Mod  Squad,  1968. 
With  Leonard  Goldberg  in  1970s, 
made  Charlie's  Angels,  Stanley  & 
Hutch,  Hart  to  Hart,  Fantasy  Island; 
later  The  Love  Boat,  Dynasty,  mini- 
series,  etc.  At  peak,  provided  a  third 
of  prime-time  schedule  at  ABC: 
"Aaron's  Broadcasting  Co."  With 
clout  at  ABC  waning,  took  compa- 
ny public  1986.  Recently  worth 
more  than  $235  million.  "If  I  tried 
to  do  a  show  on  my  life,  no  one 
would  believe  it." 
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Television.  Beverly  Hills  and  Car- 
mel  Valley,  Calif.  61.  Divorced,  1 
son.  Radio  singer,  then  vocalist 
with  Freddy  Martin's  Orch.;  #1  hit: 
"I've  Got  a  Lovely  Bunch  of  Coco- 
nuts" 1950.  As  Warner  Bros,  con- 
tract player,  pioneered  on-screen 
French  kissing  1954.  Launched 
Merv  Griffin  Show  on  NBC  1962, 
soon  canceled;  revived  1965;  ran 
until  1986.  Started  production  co. 
1962,  hit  big  with  Jeopardy.  Playing 
Hangman  with  sister  on  car  trips 
inspired  Wheel  of  Fortune  1973;  syn- 
dicated 1983:  most  lucrative  game 
show  ever.  Sold  all  to  Coca-Cola  for 
over  $200  million  in  1986:  "I  didn't 
want  to  be  in  business.  It  makes  my 
brain  go  dead."  Now  planning  big- 
band  variety  show.  Worth  over 
$235  million. 


Sisters.  Inheritance.  Daughters  of 
Burton  E.  Green  (d.  1965),  promot- 
er, Beverly  Hills  founder  and  devel- 
oper. Bought  oil-bearing  land  no 
one  else  wanted;  cofounded  Bel- 
ridge  Oil  I9ll,  president  1925-65. 
Bought  by  Shell  Oil  1979  for  $3.65 
billion  (then  history's  biggest  take- 
over). Sisters'  stake  nearly  $700 
million  (see  also  Buck,  Whittier).  Also 
still  some  Beverly  Hills  real  estate. 
All  over  70;  live  in  Beverly  Hills 
(Burton  also  Newport  Beach).  Shun 
publicity.  Dorothy  (Dolly):  eldest. 
Divorced,  no  children.  Invested 
heavily,  successfully  in  Thorough- 
breds: "I  do  love  my  horses  and  I 
think  the  personal  attention  I  give 
them  is  helpful."  Gave  much  for 
Versailles  restoration.  Religious. 
Likes  to  wear  red.  Liliore:  widow. 
President  Los  Angeles  Girl  Scouts 
1961-63;  once  socially  prominent, 


now  withdrawn.  Burton  (Burtie): 
widowed,  2  children.  Named  for  fa- 
ther who  "tired  of  waiting  for  a 
son."  Celebrated  Belridge  sale  by 
buying  lohn  Wayne's  beach  house. 
Net  worth  from  Belridge  sale  alone 
over  $235  million  each. 
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Molex,  Inc.  Downers  Grove,  111.  80. 
Widowed,  2  sons.  Father  and  broth- 
er founded  small  firm  1938  com- 
bining coal  and  asbestos  processing 
wastes  into  inexpensive  plastic. 
John  Sr.  became  president  1947. 
Made  consumer  items  (flower  pots, 
toy  guns,  salt  tablet  dispensers, 
clock  cases),  then  electrical  compo- 
nents. Now  manufactures  only  the 
electronic  connection  devices,  buys 
raw  plastic  from  outside  suppliers. 
Promotes  from  within,  sponsors  in- 
house  management  programs 
staffed  by  Harvard  Business  School 
professors.  John  Sr.  runs  company 
with  sons  John  Jr.,  pres.;  Fred,  exec, 
v.p.  Sr.  controls  shares  worth  over 
$235  million. 


Value  Line,  Inc.  Westport,  Conn. 
84.  Married,  2  children.  After  Wil- 
liams College  worked  as  Time  the- 
ater critic,  Moody's  Investment  an- 
alyst. Wrote  play  entitled  Bull  Mar- 
ket, "Fortunately,  it  was  never 
produced."  Started  Value  Line  1935 
dedicated  to  discovering  set  formu- 
la to  compute  stock  performance. 
Now  nation's  largest  investment 
advisory  service.  Bernhard  also  in- 
vests in  plays  produced  by  friend 
Elliott  Martin.  Owns  Humming- 
bird Cay,  island  in  the  Bahamas  he 
has  devoted  to  ecology  research 
projects.  Daughter  Jean  vice-chair- 
man of  company.  Value  Line  stock, 
shares  in  own  funds  (with  family) 
worth  over  $230  million. 


Southland  Financial  Corp.  Dallas. 
62.  Married;  1  son,  4  daughters.  Fa- 
ther, John  W.,  founded  Lone  Star 
Steel,  Southland  Life  Insurance. 
Southland  steered  toward  real  es- 
tate beginning  1936  with  Las  Co- 
linas  Corp.  (now  Southland  Finan- 
cial subsidiary);  sold  Southland  Life 
1984  for  $352  million;  Southland 
now  principally  real  estate  develop- 
ment. Ben  chairman,  CEO;  son 
John  president.  Las  Colinas  once 


looking  at 
a  sunny  forecast. 


Over  the  next  ten  years,  net  migration  to  the  Southeast  will 
average 325,000  people  ayear.Total  population  will  increase 
by  nearly  6V2  million.  And  there  will  be  4  million  new  jobs 
and  41/2  million  new  housing  starts.  Creating  an  average 
growth  forthe  region  that's  25%  abovethe  national  average. 
That's  a  sunny  forecast. 

But  an  even  brighter  fact  is  that  BellSouth  is  prepared 
to  capitalize  on  this  growth  in  its  nine-state  region.  First,  with 
a  modern,  efficient  telecommunications  system  already  in 
place.  Second,  with  forward-looking  strategies  that  provide 
increased  customer  services  while  generating  revenues 
designed  to  go  beyond  those  generated  from  regional 
growth  alone. 

The  BellSouth  region.  It's  quite  a  hot  spot.  Learn  more 
about  BellSouth  from  your  broker.  Or  write:  Mr.  L.E.Spradlin, 
Director  of  Investor  Relations,  BellSouth  Corporation,  675 
West  Peachtree  Street,  N.E.,  Atlanta,  Georgia  30375.  Or 
call  404-420-8136. 


The  BellSouth  Companies: 

South  Central  Bell  •  Southern  Bell  •  BellSouth 
Services  •  South  Central  Bell  Advanced  Systems 
•  Southern  Bell  Advanced  Systems 

BellSouth  Enterprises  •  BellSouth  Advertising  & 
Publishing  •  Stevens  Graphics  •  TechSouth  • 
BellSouth  Advanced  Systems  • 
BellSouth  Mobility  •  BellSouth  Systems  Technology 
•  BellSouth  International  •  FiberLAN,  Inc. 


BELLSOUTH 


©  1986.  BellSouth  Corporation 


Your  best  connection: 


Carpenter  ranch,  now  business/res- 
idential community  with  125-acre 
lake,  Venetian  river  taxis,  25-acre 
movie  studio.  Failed  attempt  to 
take  company  private  1984.  Car- 
penter owns  or  controls  fortune  be- 
lieved to  exceed  $230  million. 


^/'/tedertcA   II a/Atee  ^///tf/A 

Federal  Express  Corp.  Memphis. 
42.  Divorced,  remarried;  8  children. 
Decorated  Vietnam  Marine  com- 
mander, pilot.  Proposed  overnight 
mail  delivery  service  earned  "C" 
from  Yale  economics  professor,  ku- 
dos from  financial  community. 
Used  his  inheritance  ($3.2  mil- 
lion), family's  ($8  million)  to  start 
Federal  Express.  Built  entire  net- 
work (total  venture  capital  report- 
ed $70  million)  before  mailing  one 
package.  Once  met  payroll  in  part 
with  $27,000  blackjack  winnings. 
Risk-averse  sisters  sued  for  misin- 
vestment  of  funds;  sales  now  over 
$2  billion.  Unconventional:  "Hab- 
its are  very  dangerous."  With 
stock,  -other  assets,  he  is  worth 
$230  million. 


/tfftj  ,  d\t  /</'/    ll ,/. 


MCA  Inc.  Beverly  Hills  and  Palm 
Springs.  73.  Married,  1  daughter. 
Pushed  popcorn,  ushered  at  Cleve- 
land theater;  became  agent;  spotted 
by  MCA  founder  Jules  Stein.  Hired 
at  23,  pres.  a.t  33.  Brought  respect- 
ability (no  more  plaid  suits)  to  pro- 
fession. Handled  many  Hollywood 
greats,  also  actor  Ronald  Reagan. 
Universal  first  major  movie  studio 
to  produce  for  TV  1949;  gave  up 
talent  agency  when  govt,  forced 
choice.  TV  hits  include  Leave  it  to 
Beaver,  Miami  Vice.  "One  of  the  last 
of  the  larger-than-life  movie  bar- 
ons." Studio  exec:  "Lew  has  an  iron 
grip;  it  is  a  subtle  grip  but  an  iron 
one."  Democratic  fundraiser.  His 
7%  MCA  worth  $225  million. 


I. 


orata/t 


/ft/ton  -dear 


Television.  Los  Angeles.  64.  Mar- 
ried, 3  daughters.  Writer  for  LA 
comics.  Teamed  up  with  Bud  Yor- 
kin;  wrote,  produced  films,  but  TV 
more  successful:  All  in  the  Family, 


Sanford  and  Son,  Maude  With  Jerry 
Perenchio  (which  see)  made  The  Jej 
fersons  and  Man  llartman,  Mary 
Hartman;  Yorkin  sold  out  to  Peren- 
chio 1983.  Partners  bought  Embas- 
sy Communications  1981  for  $25 
million;  sold  to  Coca-Cola  (incl.  TV 
properties)  for  $485  million  1985: 
"The  sale  to  Coca-Cola  represents 
the  second-act  curtain  in  my  life." 
Formed  Act  III,  Inc.  1985.  Recently 
bankrolled  revamped  Channels 
magazine;  bid  against  Perenchio  for 
Spanish-language  TV  system,  lost 
to  Donald  Hall  (which  see).  With 
Coke  stock,  net  worth  exceeds 
$225  million. 


S  //tdreto  Jpe/'/'v/d  d/  ere/ie/iio 

Television.  Los  Angeles.  55.  Twice 
divorced;  1  son,  2  stepdaughters 
from  first  marriage.  Family  settled 
in  Fresno  1920;  fruit  brokers,  vint- 


77  members  of 
The  Forbes  Four  Hundred 
are  women. 


ners.  "Jerry"  to  prep  school  age  15; 
winery  faltered,  $150/week  allow- 
ance stopped:  "I  hadn't  put  5  cents 
away.  I  realized  I'd  have  to  go  to 
work."  Worked  way  through  UCLA 
booking  bands,  catering  frat  parties. 
Later,  sports  promoter:  Billie  Jean 
King-Bobby  Riggs,  Frazier-Ali. 
Started,  sold  49%  ON-TV;  joined 
with  Norman  Lear  (which  see)  1974, 
cosold  Embassy  Communications 


to  Coca-Cola  for  $485  million 
1985.  Competed  with  Lear  for 
Spanish-TV  system  1986,  lost  to 
Donald  Hall  (which  see).  Net  worth 
exceeds  $225  million. 


Jrpe>nee  du  d/\>/i/ ■. 


Jrwne  ^/gJiAj'p.  du  d/^o/i/ .  //au 

.  //a  rffaw/Za  ^Lcwtvmot  da  d/&nt 
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C  c/aora  .  //an/  dr/  dPo/U 
y/oveain 

duct  A  C  ve/t/ta  da  d/o/i/  dd/t/it 

Brother  and  sisters.  Inheritance. 
Children  of  Irenee  Sr.  (d.  1963), 
president  Du  Pont  Co.  1919-26  (see 
other  du  Ponts,  family).  Irenee  Jr.: 
Montchanin,  Del.  66.  Married,  5 
children.  With  Du  Pont  Co.  32 
years,  retired  as  senior  v. p.  1978. 
Still  on  board,  also  on  the  boards  of 
Wilmington  Trust  and  the  Long- 
wood  Foundation.  Oversaw  merger 
of  Christiana  Securities  with  Du 
Pont  in  1977,  which  effectively 
ended  family  control  of  companies. 
Family  leader  with  cousins  Edward 
Bradford  du  Pont,  Hugh  Rodney 
Sharp  III  (which  see)  Irene  Sophie 
(Mrs.  Ernest  May):  Wilmington, 
Del.  85.  Married,  4  children.  Mar- 
garetta  Lammot  (Mrs.  Crawford  H. 
Greenewalt):  Greenville,  Del.  84. 
Married,  3  children.  Husband  presi- 
dent Du  Pont  Co.  1948-62.  Con- 
stance Simons  (Mrs.  Colgate  W. 
Darden  Jr.):  Norfolk,  Va.  82.  Wid- 
owed, 3  children.  Husband  (d.  1 98 1 ) 
governor  of  Virginia  1942-46.  Elea- 
nor Francis  (Mrs.  Philip  Gordon 
Rust):  Thomasville,  Ga.  79.  Mar- 
ried, 4  children.  Mariana  (Mrs. 
Henry  Harper  Silhman):  Hagley, 
Montchanin,  Del.  75.  Married,  6 
children.  Husband  is  v. p.  in  family 
brokerage  firm  Laird,  Bissel  & 
Meeds.  Octavia  Mary  (Mrs.  John 
Bruce  Bredin):  Greenville.  73.  Mar- 
ried, 6  children.  Husband  is  direc- 
tor of  Wilmington  Trust.  Lucile 
Evelina  (Mrs.  Robert  Baronet  Flint): 
Greenville.  71.  Married,  5  children. 
The  8  siblings  with  their  families 
share  in  fortune  estimated  at  $1.8 
billion. 


KBW 


The  Banking  Industry  Specialists 

MERGER/ACQUISITION  TRANSACTIONS 


Completed 
1985 


Completed 
1986 


Pending 
Approval 
1986 


1 5  Transactions 


Approximate  Market  Valuet 

$2,474,826,760 


*Fidelity  National  Financial  Corporation  (Baton  Rouge,  Louisiana) 

merged  with  Hibernia  Corporation,  New  Orleans 
*First  Connecticut  Bancorp,  Inc.  (Hartford,  Connecticut) 

acquisition  by  Fleet  Financial  Group,  Inc.,  Providence,  Rhode  Island 
"First  Indiana  Bancorp.  (Elkhart,  Indiana) 

acquisition  by  AmeriTrust  Corporation,  Cleveland,  Ohio 
*KYNB  Bancshares,  Inc.  (Lexington,  Kentucky) 

acquisition  by  Banc  One  Corporation,  Columbus,  Ohio 
*Merrill  Bankshares  Company  (Bangor,  Maine) 

acquisition  by  Fleet  Financial  Group,  Inc.,  Providence,  Rhode  Island 
*NBD  Bancorp,  Inc.  (Detroit,  Michigan) 

acquisition  of  Midwest  Commerce  Corporation,  Elkhart,  Indiana 
*NBD  Bancorp,  Inc.  (Detroit,  Michigan) 

acquisition  of  Union  Bancorp,  Inc.,  Grand  Rapids,  Michigan 
•Pennsylvania  National  Financial  Corp.  (Harrisburg,  Pennsylvania) 

acquisition  of  Hamburg  Savings  and  Trust  Company,  Hamburg,  PA 
"People's  Bank  &  Trust  Company  (Mount  Vernon,  Indiana) 

merged  with  Old  National  Bancorp,  Evansville,  Indiana 
*United  Jersey  Banks  (Princeton,  New  Jersey) 

acquisition  of  Franklin  Bancorp,  Somerset,  New  Jersey 


59,400,000 
193,000,000 
90,000,000 
N.A. 

132,000,000 
57,000,000 

104,000,000 
11,856,000 
29,000,000 

101,000,000 


"Amoskeag  Bank  Shares,  Inc.  (Manchester,  New  Hampshire) 

acquisition  of  NTC  Corp.,  Nashua,  New  Hampshire 
"American  Security  Corporation  (Washington,  D  C.) 

merging  with  Maryland  National  Corporation,  Baltimore,  Maryland 
"Bank  of  New  England  Corporation  (Boston,  Massachusetts) 

merging  with  The  Conifer  Group  Inc.,  Worcester,  Massachusetts 
"Cobanco,  Inc.  (Santa  Cruz,  California) 

merging  with  Pacific  Western  Bancshares,  San  Jose,  California 
"First  Railroad  &  Banking  Company  of  Georgia  (Augusta,  Georgia) 

acquisition  by  First  Union  Corporation,  Charlotte,  North  Carolina 
"Great  Western  Bank  (Phoenix,  Arizona) 

acquisition  by  Citicorp,  New  York,  N.Y. 
"Keystone  Financial,  Inc.  (State  College,  Pennsylvania) 

acquisition  of  "Pennsylvania  National  Financial  Corp.,  Harrisburg,  PA 

"Pacwest  Bancorp  (Portland,  Oregon) 

acquisition  by  KeyCorp.,  Albany,  New  York 

"SunTrust  Banks,  Inc.  (Atlanta,  Georgia) 

merging  with  Third  National  Corporation,  Nashville,  Tennessee 
"United  Jersey  Banks  (Princeton,  New  Jersey) 

merging  with  Commercial  Bancshares  Inc.,  Jersey  City,  New  Jersey 


50,700,000 
440,806,000 
656,000,000 

35,000,000 
779,000,000 
N.A. 

112,900,00 

76,000,000 
755,000,000 
285,300,000 


Over  $9  Billion  of  Banking  Merger/Acquisition  Expertise 

tAt  time  of  announcement    tSmce  1 982 


*KBW  Cltent 


For  further  information  contact 


Harry  V.  Keefe,  Jr. 

CHAIRMAN 


Michael  C.  Connor 

SR.  VICE  PRESIDENT,  CORPORATE  FINANCE 


(212)  349-4321  •  (800)  221-3246 

KEEFE,  BRUYETTE  &  WOODS,  INC. 

NEW  YORK  HARTFORD  SAN  FRANCISCO  LONDON* 

* Acting  through  Keefe,  Conning  Associates,  Ltd.,  a  wholly-owned  subsidiary. 


Real  estate.  NYC.  57.  Divorced,  re- 
married; 3  children  by  first  wife,  1 
by  second.  "Bernie"  born  Scotland; 
raised  South  Bronx  as  handyman's 
son.  After  law  school,  into  real  es- 
tate 1957  with  now-ex-brother-in- 
law  Larry  Silverstein  (which  set  > 
split  1977,  still  partners  in  some 
buildings.  Owns  1 1  million  sq.  ft. 
office  space;  buys,  rehabs  in  Man- 
hattan. Calls  himself  "New  York's 
most  successful  janitor."  Paid  $480 
million  with  co-op  converter  Mar- 
tin Raynes  1985  for  6,200  Mac  Ar- 
thur Foundation  apts.  NYC.  Rais- 
ing up  to  $300  million  with  E.F. 
Hutton  1986  to  buy  real  estate.  Net 
worth  over  $225  million.  "I'd  just 
like  to  buy  every  good  building  in 
Manhattan,  that's  all." 


Oil.  Detroit,  NYC,  Palm  Beach.  78. 
Married,  5  children.  Father  penni- 
less immigrant,  built  tiny  oil  recla- 
mation plant.  Max  started  as  $15-a- 
week  salesman,  convinced  dad  to 
build  refinery.  Aurora  became  one 
of  Midwest's  largest  independents 
1930s.  Acquired  Speedway  79  gas 
stations  1947.  Sold  Aurora  to  Mara- 
thon Oil  for  stock  1959;  tendered 
stock  to  U.S.  Steel  1982  for  well 
over  $150  million.  Also,  many  real 
estate  deals,  small  stake  Sotheby's, 
with  pal  Al  Taubman  (which  see). 
Donates  half  income  to  charity;  big 
Israel,  GOP  supporter  (Nixon  confi- 
dant). First  chairman  Detroit  Re- 
naissance project.  Net  worth,  with 
family,  over  $225  million.  "I  pride 
myself  on  my  humility." 


//\tr/i<t  y</         a/map  J'va/efo/cu 

Inheritance,  ranching.  Honolulu 
and  Waimea,  Hawaii.  73.  Divorced, 
2  sons.  Great-great-great-grandson 
of  John  Palmer  Parker,  sailor  who 
jumped  ship  1809,  married  King  of 
Hawaii's  granddaughter;  granted  2 
acres  land,  amassed  50,000  more. 
Orphaned  Richard  raised  by  color- 
ful grandmother  "Tootsie,"  left 
Stanford  U.  for  stage.  Performer  25 
years:    Broadway   plays  (Bloomer 


174  members  of 
The  Forbes  Four  Hundred 
built  their  fortunes 
without  any 
significant 
inheritances. 


Girl);  London,  Paris  nightclubs.  To- 
day runs  Parker  Ranch,  largest  sin- 
gle-owner U.S.  ranch  (225,000 
acres,  50,000  cattle),  active  in  local 
troupe,  stages  star-studded  parties. 
Recently  won  estate  case  against 
200  other  descendants.  Local  prep 
school  to  inherit  ranch  worth  at 
least  $225  million. 


//\{Vier/  (r//«s/ej  $oje/i/i  (r c/((>a/>^c/ 
kJoIkz^^u  b/uccicne 

Publishing.  NYC.  54.  Twice  di- 
vorced; 5  children.  Son  of  NJ  ac- 
countant, moved  to  Rome  age  18  to 
paint.  Fired  as  dry-cleaning  shop 
manager;  launched  Penthouse  1965. 
Penthouse  International  now  8 
monthlies  (incl.  Omni,  Four  Wheeler. 
new  Defense  and  Technology',  son 
Bob  fr.'s  Spi>i),  film  and  video  arm, 
software,  book  publishing.  "Con- 
trary to  what  the  feminists  would 
have  you  think,  we  are  a  legitimate 
publishing  company."  Suing  Meese 
Commission  for  First  Amendment 
rights  violation.  Muhammad  Ali- 
endorsed  powdered  milk  product 
Pnmo  being  pushed  to  Arabs; 
brainchild  of  Harvard-fresh  son 
Tony.  With  extensive  art  collec- 
tion, other  interests,  net  worth 
should  exceed  $225  million. 


,/'y<t /iff- \irfi  !/<t/<',t 


Real  estate.  NYC.  55.  Divorced,  re- 
married; 2  daughters,  1  son.  Son  of 
Italian  immigrant  real  estate  bro- 
ker. Turned  Binghamton,  N.Y.  city 
dump  into  shopping  center  1960. 
Owns  13  million  sq.  ft.,  over  half  in 
mammoth  depot-cum-industnal 
distribution  complex  in  Albany, 
N.Y.  Also  offices,  mails;  South- 
ampton, N.Y.  beachfront;  2,000- 
acre  Jamaican  sugarcane  planta- 
tion. Recently  refurbished  colonial 
resort  Vermont.  Founded  United 
Satellite  Communications,  now  in 
Chapter  1 1 ;  also  Argo  Communica- 
tions, long-distance  phone  co.,  now 
in  merger  talks.  "Telecommunica- 
tions is  my  inspiration.  It's  where 
the  imagination  and  childish  fanta- 
sies merge."  Worth  $225  million. 


Joie/iA  <Mi 

(a ./c.a.  <_  i/bwto'n  zficvwj  ) 

Stock  market.  Lawrence,  N.Y.  57. 
Married,  4  daughters.  Son  of  kosher 
food  distributor,  was  door-to-door 
salesman,  attended  Brooklyn  Col- 
lege night  school  7  years;  graduated 
Harvard  Business  School  with  hon- 
ors. Became  one  of  a  dozen  partners 
at  old-line  D.H.  Blair  brokerage 
firm  after  joining  1961;  sole  owner 
by  1973.  High-pressure  sales  tactics 
rapidly  move  trendy  offerings; 
methods  instituted  by  controver- 
sial pitchman  Stewie  Travis.  Likes 
to  invest  m  more  promising  of  his 
own  deals  (especially  likes  war- 
rants). "A  moneymaking  ma- 
chine," at  least  for  himself  and 
Blair.  Net  worth  should  exceed 
$225  million. 


Citrus  grower.  Winter  Haven,  Fla. 
69.  Married;  1  son,  2  daughters.  Left 
Tenn.  to  find  fortune  in  NYC.  Suc- 
cessful fruit  broker,  own  company, 
earning  $75,000  a  year  by  age  30. 
Supermarkets  bypassed  brokers  in 
1950s.  Decided  real  money  was  in 
growing:  gambled  on  drainage- 
hampered  south  Fla.  land.  Now: 
over  15,000  acres  productive  orange 
groves,  concentrate  plant,  plus 
16,000  acres  ranch  land,  some 
7,000  to  become  citrus.  Flat  citrus 
market;  still  optimistic  ("We  are 
going  to  ride  this  storm  out"),  but 
diversifying:  sod  and  tree  farms, 
plastics,  box  plants.  Net  worth  ex- 
ceeds $225  million. 


j  hen  you  first  handle  a  Patek  Philippe,  you  become 
IrV  aware  that  this  is  a  watch  of  rare  perfection. 
Je  know  the  feeling  well.  We  experience  a  sense  of 
ride  every  time  a  Patek  Philippe  leaves  the  hands  of 
ur  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
lifetime. 


Je  made  this  watch  for 
ou  —  to  be  part  of  your 
fe  —  because  this  is  the 
ray  we've  always  made 
etches. 

jid  if  we  may  draw  a  con- 
lusion  from  five  genera- 
ons  of  experience,  it  will 
e  this:  a  Patek  Philippe 
oesn't  just  tell  you  the 
me,  it  tells  you  something 
bout  yourself. 


PATEK  PHILIPPE 

GENEVE 


|For  a  comprehensive  presentation  of  Patek  Philippe  timepieces,  please  send  $5  -  or  for  a  simple  brochure  of  current  styles  write  to 

Patek  Philippe,  10  Rockefeller  Plaza,  Suite  629  -  R  New  York,  NY.  10020. 


,  //er/ter/  . '  ///en 


,  /(i  f/u  ^/  . '  /n//t<  hi/  ■'  '///en 

Stock  market,  real  estate.  NYC. 
Charlie:  83.  Divorced,  remarried;  3 
children  by  first  marriage.  Brother 
Herb:  78.  Widowed,  remarried;  1 
son,  1  daughter.  Herb  Jr.:  46.  Di- 
vorced, 4  children.  Charlie  among 
canniest  investors  of  all  time  (see 
also  Warren  Buffet/.  Michael  Milken). 
Raised  in  Manhattan  cold-water 
flat;  high  school  dropout;  Wall  St. 
runner  age  15;  set  up  as  bond  trader 
age  19  with  $1,000,  2  phones. 
Brought  in  Herb  1928.  Made  first 
million  by  1929,  lost  it  in  Crash. 
Now  prefers  high-tech  stock.  Herb 
(semiretired)  kept  firm  afloat  with 
shrewd  Depression  trading.  Since 
1930s,  phenomenal  record  buying 
into  unlikely  firms.  Charlie's  mas- 
terstroke: bought  $1  million  Syntex 
1958;  value  up  over  100-fold.  Her- 
bert's coup:  bought  $3  million  Ben- 
guet  Mining,  sold  for  over  $45  mil- 
lion. Herb  Jr.  joined  1962;  against 
father's  judgment  bought  6%  Co- 
lumbia Pictures  at  4  in  1973;  reaped 
$40  million  on  sale  to  Coca-Cola 
1982.  Allen  &  Co.  still  secretive, 
but  active:  bought  Ticketron  ticket 
services  for  $165  million  from  Con- 
trol Data  1986.  With  holdings  in 
over  200  companies,  real  estate, 
shared  fortune  should  exceed  $660 
million.  Jr.:  "My  uncle  is  the  great- 
est picker  of  stocks  in  the  history  of 
equity  markets." 


,  //„„ 

American  International  Group. 
NYC.  61.  Married,  4  children. 
Raised  on  dairy  farm  upstate  N.Y., 
left  high  school  to  join  Army 
WWII,  college,  law  school  on  GI 
bill.  Chance  interview  brought 
"Hank"  into  AIG  1960,  became 
president  and  CEO  1967.  AIG  start- 
ed 1923  by  Cornelius  V.  Starr  in 
Shanghai,  now  in  over  130  coun- 
tries, 1985  revenues  near  $6  billion. 
Avoided  staggering  industry  losses 
($25.2  billion  in  1985)  with  sharper 
underwriting,  concentration  on 
large  commercial  deals.  "My  tem- 
per has  a  short  fuse.  I'm  sure  there 


have  been  a  lot  of  people  who  have 
trembled  before  me."  Fortune  well 
exceeds  his  AIG  holdings  worth 
over  $220  million. 


S///i/ieu,   lee  Mh 

Banking,  real  estate.  Tarpon 
Springs,  Fla.  80.  Married,  1  daugh- 
ter. Banking  experience  began  with 
cleaning  spittoons  in  father's  Ala- 
bama bank,  1920.  "Al"  continued 
to  clean  up  in  banking,  sold  his 
Ellis  Banking  Corp.  to  NCNB, 
1983,  for  $175  million;  he  had  built 
it  to  Florida's  8th-largest  bank 
holding  company.  Also  commercial 
real  estate,  including  prime  land  in 
Tampa,  Clearwater,  shopping  cen- 
ters. Still  working  with  no  plan  to 
retire.  Net  worth  including  4  mil- 
lion shares  NCNB,  real  estate,  in- 
vestment securities  should  exceed 
$220  million.  "I've  been  in  Florida 
banking  for  over  60  years,  and  I've 
got  something  to  show  for  it." 


,  //art  an  J///f/t  tie  ^/ a  if  .  />h//i 

Inheritance,  real  estate.  Atlanta. 
52.  Widowed,  remarried;  5  chil- 
dren. First  husband  Cecil  B.  Day, 
son  of  Baptist  minister,  residential 
developer;  traveling  with  5  chil- 
dren, saw  need  for  budget  motels 
with  amenities.  Built  first  Days 
Inns  motel  1970  (no  liquor).  By  his 
death  1978  over  40,000  rooms.  Wife 
"Deen"  ("I  was  the  person  he  took 
everything  to")  pruned  older 
rooms,  built  newer  ones,  kept  sys- 
tem dry,  expanded  to  45,000  rooms. 
Sold  to  Saul  Steinberg  1 984  for  $6 1 5 
million;  net  of  substantial  compa- 
ny debt,  her  72%,  plus  real  estate 
Ga.,  Fla.,  Tex.,  worth  over  $220 
million.  Runs  foundation.  Very 
charitable,  especially  to  religious, 
educational  concerns. 


// i//taiti  .'  /f/Ziiif  //'tc//r  na  3t *. 

Charter  Medical  Corp.  Macon,  Ga. 
54.  Married  (to  Miss  America 
1953),  4  children.  After  Air  Force  as 
guided  missile  officer,  began  work- 
ing for  father's  real  estate  firm  buy- 
ing and  selling  nursing  homes. 
Sensed  more  profit  in  hospitals, 
founded  Charter  Medical  1969  to 


manage  firm's  10  nursing  homes. 
Rapidly  acquired,  built  hospitals  on 
heavy  debt.  Charter  now  owns  and 
operates  13  general  acute-care  hos- 
pitals, 52  psychiatric  facilities  in  21 
states.  "General  hospitals  are  a 
good  business,  it  just  so  happens 
that  psychiatric  hospitals  are  bet- 
ter." Fickling  president,  CEO;  con- 
trols 30%  of  stock  worth  over  $220 
million. 


^/fi/rte/c  fjeorrte  ^/tuan 

Insurance.  Chicago.  49.  Married,  3 
sons.  "Pat"  son  of  Milwaukee  car 
dealer,  sold  insurance  for  Penn  Mu- 
tual; hung  up  own  shingle  1964. 
Brainstorm:  Pay  car  dealers  com- 
mission for  selling  insurance  with 
auto  financing.  Merged  with  W. 
Clement  Stone  of  Combined  Inter- 
national Corp.  1982.  Ryan  swapped 
chairmanship,  55%  of  his  firm  for 
11.1%  of  Combined.  First  year,  op- 
erating profits  up  47%  on  $1.2  bil- 
lion revenues.  Heavy  promoter 
Medicare  supplemental  insurance 
through  TV  ads  1984.  Management 
"secret":  "I  don't  take  myself  too 
seriously."  Family  man,  former 
president  local  boys,  girls  club.  His 
4  million  shares  worth  over  $215 
million. 


(f  it ae tie  (Jean)  SPfiu/  f/e//lf 

Inheritance.  London.  53.  Divorced, 
widowed;  5  children.  Third  son  J. 
Paul  Getty,  ran  Getty  Oil  Italian 
operations.  In  1960s  led  hippie  life 
Rome;  drugs,  etc.;  second  wife  died 
overdose  1971.  Son  Jean  Paul  III 
minus  ear  courtesy  kidnappers 
1973,  paralyzed  for  life  from  1981 
drug  overdose.  Son  Tara  Gabriel 
Galaxy  Gramaphone  Getty,  now 
18,  nominee  in  suit  against  uncle 
Gordon  to  realign  trust.  Jean  eccen- 
tric, book  collector,  philanthropist 
($25  million  gift  to  Britain's  Na- 
tional Gallery  1985 — honorary 
knighthood  1986);  finances  man- 
aged by  Claus  von  Bulow.  With 
trust  settlement,  net  worth  should 
exceed  $965  million  (see  other  Get- 
tys);  otherwise  $210  million. 


c//tifj/i  ^/'ro ti//i  ti  ir ti/tier/ifiije 

Real  estate,  banking.  Tampa.  67. 
Married;  1  daughter,  1  son.  Became 
premier  tax  attorney  after  5  years 
prosecuting  for  IRS.  Good  clients: 
Richard  Nixon,  Bebe  Rebozo.  Many 
investments  with  Marvin  Warner, 


but  split  before  Warner  became  key 
figure  in  Ohio  bank  collapse. 
Bought  Palmer  Ranch,  11,500 
prime  Sarasota  acres,  1970  for  $12 
million;  sold  near  half-interest 
1981  for  $35  million.  Awarded  NFL 
expansion  franchise  1974;  Tampa 
Bay  Bucs  set  record  by  losing  first 
26  games.  Failed  in  hostile  takeover 
of  Florida  bank  1984-85.  Real  es-. 
tate,  banking  interests  throughout 
state.  "I  most  enjoy  estate  plan- 
ning, solving  complex  money  prob- 
lems." Minimum  net  worth  $210 
million. 


Gates  Corp.  Denver.  65.  Married,  2 
children.  B.S.  degree  from  Stanford; 
3  years  as  engineer  with  Copolymer 
Corp.,  returned  1946  to  Gates  Rub- 
ber (firm  started  by  Charles  Sr. 
1911).  Company  manufactured 
tires,  hoses,  V-belts.  Upon  father's 


Among  members  of  The 
Forbes  Four  Hundred, 
Leonard  Shoenor  has 
the  largest  number 
of  children  (12) 


death  1961,  Gates  president,  chair- 
man. Diversified:  fiber  products, 
mutual  funds,  cattle  ranches, 
trucking.  Licensed  pilot  since  1942, 
Gates  purchased  failing  Learjet 
1969.  Discarded  tire  business  1973. 
Gates  Corp.  inherited  by  Gates  and 
4  sisters;  private.  Estimated  net 
worth,  with  family,  other  assets 
$210  million. 


Jamej  I  I (a/ton 


Wal-Mart  Stores.  Bentonville,  Ark. 
61.  Divorced,  2  daughters.  Ran 
small  5  &  10  cent  store  in  Missouri. 
Pooled  fortunes  with  older  brother 
Sam  Walton  (which  see)  when  his 
merchandising  concept  took  off 
1950  ("quality  goods  at  discount 
prices").  Brothers  expanded  chain 
to  16  stores  in  next  ten  years,  be- 
came Wal-Mart  1962.  Today  sec- 
ond-largest chain  behind  K  mart, 
1985  sales  in  excess  of  $8  billion, 
fames  senior  vice  president  compa- 
ny. Quiet,  low-profile;  prefers  soli- 
tude of  fisherman's  boat  in  Alaska, 
Argentina,  etc.  to  minding  his  5.2 
million  shares  of  Wal-Mart  stock 
worth  over  $210  million. 


cvjel/a   ft  ex  tier 

The  Limited  Inc.  Columbus,  Ohio 
and  NYC.  Mid-70s.  Widowed,  2 
children.  Mother  of  Leslie  Wexner 
(which  see),  chairman  of  retail  cloth- 
ing chain.  Opened  women's  cloth- 
ing store  in  Columbus  with  hus- 
band Harry  (d.  1975),  forerunner  of 
The  Limited.  Joined  son's  store 
when  specialized  retailing  took  off. 
Bella  now  company  secretary,  di- 
rector, adviser  to  son.  Says  daugh- 
ter Susan  Wexner  (which  see).  "It's 
still  very  much  a  family  business." 
Bella  supports  local  charities  but 
shuns  publicity.  Has  never  granted 
an  interview.  Quietly  controls 
shares  of  son's  company  worth 
$210  million. 


II  .  ^/  t/JW/f-Zt  i 

fo/>H   cKtfff/i  . 

/U 

//,//a>< 

/////an  0lmt 

Brothers  and  sister.  Cargill,  Inc. 
Children  of  lohn  MacMillan  Jr., 
who  ran  family  grain-trading  firm 
1936-60  (d.  1960).  John  Sr.  became 
president  on  death  of  father-in-law 
William  Cargill,  successful  struggle 
with  William's  son.  Duncan:  Way- 
zata,  Minn.  56.  Married,  4  children. 
Cargill  director,  longtime  head  of 
Waycrosse,  Inc.,  family's  private  in- 
vestment firm.  Hugh:  Fort  Lauder- 
dale, Fla.  58.  Divorced,  remarried;  6 
children.  Not  active  in  company. 
Mamie  (Mrs.  Pictet):  Geneva,  Swit- 
zerland. 53.  Divorced,  remarried:  2 
children.  Spends  most  of  time  out 
of  U.S.  Share  their  branch's  25% 
Cargill  stock,  worth  more  than 


$615  million.  (See  Cargill 'MacMillan 
family-,  also,  other  Cargills,  MacMil- 
lans,  Keinath.) 


II /it/net/  ,  //a<\  //i//an 
/carat  //.  Mac  ft '//am  Jr. 

^/at//rnci  //<tr,  /////a//  CKevncU& 

Brothers  and  sister.  Cargill,  Inc. 
Grandchildren  of  John  MacMillan 
Sr.,  president  of  Cargill  first  third  of 
this  century.  Whitney:  Minneapo- 
lis. 57.  Married,  2  children.  Gradu- 
ated Yale  1951,  joined  company  as 
vegetable  oil  merchant.  Chairman 
1977.  Helped  guide  grain-trading 
company  into  value-added  prod- 
ucts, oil,  meatpacking;  firm  thriv- 
ing even  as  farm  markets  down. 
Cargill:  Minneapolis.  59.  Married,  4 
children.  Senior  v. p.  Cargill.  Pau- 
line: 51.  Married.  Little  known,  not 
active  in  company.  Share  their  fam- 
ily branch's  25%  Cargill  stock, 
worth  over  $615  million. 


II (//taw  Sc/aiaw/^/ffiio/t 

Leveraged  buyouts.  New  Vernon, 
N.J.  58.  Married,  7  children.  Com- 
fortable childhood  as  son  of  insur- 
ance agent;  after  college  made  mil- 
lions in  Salomon  Bros,  bond  dept. 
Nixon's  Deputy  Treasury  Secre- 
tary; Ford's  "Energy  Czar,"  Trea- 
sury boss.  Teamed  with  Ray  Cham- 
bers (which  see)  1981  as  Wesray:  to- 
ken-cash, high-return  LBOs  include 
Gibson  Greetings,  many  more.  Si- 
mon an  expert  at  playing  interest 
rate  changes,  getting  financing  at 
prime.  Personalities  clashing;  Si- 
mon doing  separate  deals.  Known 
for  hard  work,  sharp  temper: 
"When  there  are  jackasses  around 
me,  I  just  get  agitated."  His  share 
Wesray  coups,  other  wealth,  be- 
lieved over  $200  million. 


///  />/<'///  //  «  //(>//<>H 

(  a//,  en  tie  .  //<>//<  //  (ro/wnev 

Siblings.  Inheritance.  Grandchil- 
dren of  legendary  financier,  empire- 
builder  Andrew  Mellon  (d.  1937), 
children  of  Paul  (which  see),  Tim: 
Manchester,  N.H.  area.  44.  Di- 
vorced, remarried;  1  stepdaughter. 
Started  computer  programming 
firm  1969,  after  Yale  degree  in  city 
planning.  Founded,  with  partner, 
company  to  pressure-treat  railroad 
ties  1977.  Acquired  control  Guil- 


Connecting  it. 

Now  that  you  have  all  those  computers 
in  your  company,  the  next  thing  you  know, 
you'll  want  to  hook  them  all  together. 

That's  good,  because  our  goal  is  to  provide 
you  with  a  way  to  share  applications  and  infor- 
mation— regardless  of  the  equipment  involved. 

And  because  we  offer  several  ways  of  doing 
this,  we  don't  have  to  recommend  the  same 
solution  for  every  customer's  needs.  We  realize 
that  your  requirements  are  unique,  and  so  our 
solutions  must  be  flexible  and  responsive. 

However,  in  every  case  our  goal  remains  the 
same:  to  provide  better  business  solutions 
through  improved  telecommunications. 

We  can  help  you  communicate  information 
to  anybody,  anytime,  anywhere.  And  we've 
been  doing  it  for  years. 

We're  IBM.  With  the  service,  quality,  people 
and  products  to  help  you.  To  find  out  more, 
talk  to  your  IBM  marketing  representative. 


ford  Transportation  for  $50  mil- 
lion: 4,700-milc  track  composed  of 
old  New  England  railroads.  Added 
1,000  miles  of  unwanted  Norfolk  & 
Southern  track  after  unsuccessful 
bid  for  Conrail.  Cathy:  Washing- 
ton, D.C.  50.  Twice  divorced;  3 
children  by  first  husband  John 
Warner  (later  became  Senator,  Mr. 
Elizabeth  Taylor).  Divorce  settle- 
ment: He  got  $9  million,  two 
houses.  Cathy  antiwar  activist,  ac- 
tive supporter  Rocky  Mountain  en- 
vironmental issues.  Each  sibling  re- 
ceived $100  million  trusts  from 
grandfather;  father  Paul  says  they 
have  enough,  will  get  no  more  from 
him.  No  problem:  Conservatively 
invested,  each  should  be  worth 
over  S200  million.  (See  also  other 
Mellons,  Currier,  May,  Scaife. ) 


(pan  (r V/c//  f/f/     ///  k  ///('<>//<(// 


Brothers  and  sisters.  Inheritance. 
Children  William  fr.  (d.  1965).  Wil- 
liam Sr.  (d.  1928),  ostracized  from 
family  for  divorce,  early  1900s,  on 
wrong  end  of  battle  for  Du  Pont, 
1915;  founded  Delaware  Trust  to 
escape  Pierre's  Wilmington  Trust 
(see  other  du  Fonts,  family)..  Retained 
huge  holdings  Du  Pont  stock.  Hen- 
ry Eleuthere  Irenee  (born  William 
Henry,  changed  name  1973):  Wil- 
mington, Del.  58.  Twice  divorced, 
remarried;  7  children,  also  3  adopt- 
ed stepchildren.  Sued  with  brother 
to  block  bequest  of  aunt  Marion  du 
Pont  Scott  (d.  1983)  leaving  estate 
of  James  Madison,  Montpelier,  to 
national  historic  trust:  Henry 
wanted  to  live  there.  Legal  fees  over 
SI  million;  lost.  Impenetrable 
trusts  have  safeguarded  inheritance 
from  business  losses.  Now  suing 
for  adopted  children  to  inherit  de- 
spite will  leaving  all  to  lineal  de- 
scendants of  grandfather.  Jean  Ellen 
(Mrs.  William  Mason  Sheehan): 
Coral  Gables,  Fla.  63.  Divorced,  re- 
married; 3  children.  Avid  horse- 
woman. Evelyn:  Clark,  Wyo.  60. 
Divorced,    childless.  Ex-husband 


602  persons  have  been 
listed  at  least  once  in 
the  five  editions  of 
The  Forbes  Four  Hundred 
to  date. 


Bruce  Donaldson  retired  director 
Delaware  Trust.  John:  Newtown 
Square,  Pa.  47.  Unmarried,  lives 
with  mother  on  estate,  Foxcatcher. 
Trains  for,  sponsors  triathlon 
meets.  Ph.D.  biology,  founder  Dela- 
ware Museum  Natural  History,  do- 
nated his  private  collection  250,000 
seashells.  Siblings  share  in  fortune 
of  at  least  S800  million. 


/</„  III 
/// 


Inheritance.  Surviving  children 
Lammot  du  Pont,  brother  and  key 
associate  of  Pierre;  president  Du 
Pont  Co.  1926-40,  chmn.  1940-48; 
d.  1952  (see  various  du  Pouts,  family). 
Pierre  III  (Big  Pete):  Rockland,  Del. 
75.  Widowed,  3  children,  including 
Pierre  IV,  who  was  governor  Dela- 
ware 1976-84,  now  GOP  presiden- 
tial hopeful  who  advocates  manda- 
tory drug-testing  for  all  teenagers, 
"Rambo-like  crusade"  against 
drugs.  Mary  (Mrs.  James  Morrison 
Faulkner):  Brookline,  Mass.  79. 
Married,  7  children.  Edith  (Mrs. 
George  Burton  Pearson  Jr.):  Mont- 
chanin,  Del.  73.  Widowed,  remar- 
ried, 5  children  by  first  marriage. 


Husband  retired  Delaware  judge. 
Willis:  Palm  Beach,  Fla.  50.  Mar- 
ried, 3  children;  son  of  Lammot's 
fourth  wife  (other  siblings  by  first). 
Citrus,  cattle,  banking  investments 
Florida.  Siblings  are  believed  to 
share  equally  in  father's  estate, 
along  with  heirs  of  other  (deceased) 
children.  Pierre's  share  lightened 
by  his  movie-backing  losses.  Com- 
bined fortune  should  exceed  S800 
million. 


n 

Brothers.  Real  estate.  NYC  and 
Scarsdale,  N.Y.  Seymour:  66.  Paul: 
63.  Both  married,  2  children  each. 
Paul  joined  father's  floor  contract- 
ing company  after  WWII;  put  floors 
in  Rockefeller  Center,  World  Trade 
Center.  Seymour  ran  tile  company. 
Both  firms  acquired  1960s,-  both 
brothers  resigned  after  losing 
boardroom  battles.  First  real  estate 
venture:  slum  clearance  contract 
Manhattan's  West  Side  1952;  slums 
never  cleared,  just  milked  (then- 
Mayor  Wagner:  "You  could  say  we 
were  conned  for  five  years").  Built 
2,000  apts.  near  Lincoln  Center 
1960s,  1970s;  now  co-oping.  Drew 
preservationists'  ire  for  demolish- 
ing Biltmore  Hotel's  famed  Palm 
Court  to  make  way  for  office  tower 
1 98 1 .  Ran  United  Brands  from  1 9 75 
until  shares  sold  to  Carl  Lindner 
(which  see)  for  near  $40  million  prof- 
it 1984.  Currently  NYC's  most  ac- 
tive apt.  developers:  3,800  units  in 
four  projects,  mostly  rentals.  Em- 
broiled in  lawsuits  over  Times 
Square  redevelopment,  loss  of 
downtown  urban  renewal  site. 
Paul:  "We  live  in  a  jungle.  In  order 
to  survive  in  a  jungle,  you've  got  to 
be  tougher.  My  competitors 
.  .  .  don't  understand  the  word 
'tough.'  "  Share  net  worth  over 
$400  million. 


,  fa,  i/i icel  %e// 


Partners.  Real  estate,  investments. 
Chicago.  Sam:  44.  Married,  3  chil- 
dren. Robert:  44.  Married,  6  chil- 
dren. Fraternity  brothers  at  Univ.  of 
Mich.  Foresaw  effects  of  inflation; 
bought  up  distressed  or  bankrupt 
properties  cheap  early  1970s  in 
Cleveland,  Dayton,  Detroit,  et  al. 
Rehabbing  costs  proved  bargain 
when  construction  costs  for  new 
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Insurance  claims  do  not 
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At  Chubb  our  responsibility  is  to  settle  claims, 
not  prolong  them.  Our  claims  personnel 
have  the  knowledge,  the  authority  and  the 
commitment  to  settle  claims  quickly  and  fairly, 
usually  within  48  hours  of  an  agreement. 

The  more  you  have  to  insure,  the  more 
you  need  Chubb. 


For  further  information, 
telephone  800-922-0533. 


CHUBB 


The  Chubh  Group  of  Insurance  Companies  IS  proud  to  participate 
in  "American  Playhouse'.'  Watch  for  it  on  PBS. 
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For  Telephone  Orders  Call  (212)  879-7856 


Mix  your  kind  of  business 
with  our  kind  of  pleasure. 


Convenient  location.  Prestigious  office  space. 
Luxurious  surroundings.  And  all  the  amenities 

you  hope  for. 

That's  what  Governors  Square  in  the  Miami  Lakes 
Business  Park  has  to  offer. 

Give  us  a  call  at  (305)  821-1130.  We'll  give  you  the 
perfect  mixture  of  business  and  pleasure. 

Governors  Square,  Miami  Lakes  Properties,  Inc. 

'-'i2S5S     Subsidiary  of  The  Graham  Companies.  6843  Main  Street,  Miami  Lakes.  Florida  33014 


buildings  soared.  Robert,  "a  Woody 
Allen  look-alike,"  crunches  the 
numbers,  Sam  deals:  "I'm  the  rain- 
maker; he  cleans  up  alter  me."  Suc- 
cessful in  real  estate,  saw  opportu- 
nity in  troubled  industrial  compa- 
nies. Bought  up  27%  Itel  Corp., 
69%  Great  American  Management; 
used  tax-loss  carryforwards  in  fur- 
ther acquisitions.  Their  Equity  Fi- 
nancial &  Management  now  over 
20,000  apartments  nationwide. 
Sam  (The  Gravedancer)  colorful: 
prefers  denim  to  pinstripes  at  busi- 
ness meetings,  but  warns,  "If  you 
dress  funny  and  you're  not  good  at 
what  you  do,  you're  a  jerk."  Part- 
ners share  fortune  exceeding  S400 
million. 


S'/'rati/c/f ?i  //\t 


Chickens.  Salisbury,  Md.  66.  Di- 
vorced, remarried;  4  children. 
Dropped  out  of  teachers  college  to 
join  father's  egg  business;  switched 
to  raising  broilers,  rode  post-WWII 
chicken  boom.  Added  feed  business 
1950s,  processing  1960s:  Became 
fully  integrated  producer.  Perdue 
Farms  now  nation's  5th  largest,  an- 
nual sales  over  $840  million;  domi- 
nant Northeast  brand.  Frank  re- 
gional celebrity  from  clever  adver- 
tising: "It  takes  a  tough  man  to 
make  a  tender  chicken."  How 
tough?  Met  with  NYC  mobster 
Paul  Castellano  trying  to  block 
union  organizers  1980.  Antitrust 
charges,  1981,  dropped.  His  90%  of 
company  worth  over  S200  million. 


<2&ay  Z&rtt 
^/tt/f/t  J^ane  effunf 


Ju 


Mother,  children.  Inheritance,  oil, 
real  estate.  Ray  Lee:  Dallas.  43. 
Married,  5  children.  His  mother, 
Ruth  Ray:  Dallas.  69.  Widowed,  4 
children.  His  sister,  Ruth  June:  Dal- 
las. 42.  Single.  Sister  Helen:  NYC. 
37.  Divorced,  remarried;  6  children. 
Sister  Swanee:  Denver.  36.  Di- 
vorced, remarried.  Known  as  the 
second  family  (third,  chronological- 
ly) of  H.L.  Hunt,  who  married  Ruth 
Ray,  adopted  kids  1957  after  death 
of  first  wife  1955  (long  kept  fam- 
ilies secret  from  each  other;  see  oth- 
er Hunts,  Schoellkopf,  Hill).  Inherited 


IT'S 

Aim 

MORi  WAN 
LUCK 

Being  in  the  right  place,  at  just  the  right  time,  is 
seldom  a  matter  of  luck.  What  may  seem  for- 
tunate is  most  often  a  product  of  experience, 
strength  and  commitment. 

At  United  Telecom,  nearly  a  century  of 
telecommunications  experience  enables  us  to 
recognize  opportunity.  Our  resources  give  us 
the  strength  to  respond  quickly.  Too  much  is  at 
stake  to  trust  to  luck. 

It's  not  just  good  fortune  that  has  allowed 
our  United  Telephone  System  to  become  an 
industry  leader. 


Because  we  provide  telephone  service  in 
3,000  communities  throughout  America,  we 
see  communication  needs  as  they  evolve. 
And  we  apply  new  technology  to  meet  these 
needs.  We've  established  a  strong  position 
in  digital  switching  and  transmission,  in  cellu- 
lar mobile  communications  and  paging,  and 
in  electronic  information  systems. 

Working  from  a  solid  platform  as  one  of 
the  nation's  largest  telephone  companies, 
we  have  extended  our  reach  beyond  local 
service  to  seize  opportunities  in  long-distance 
communications,  data  transmission,  commu- 
nications networking  and  more. 

And  we  will  continue  to  extend  our  reach 
as  we  see  the  country's  communications 
needs  expanding.  At  United  Telecom,  we're  in 
a  good  position  to  grasp  the  real  opportunities. 


United  Telecom 


For  more  information  about  United  Telecom,  write  D.  F .  Forsythe, 
United  Telecom,  Box  11315,  Kansas  City,  MO  641 12. 


The  youngest  member  of 
The  Forbes  Four 
Hundred  whose 
fortune  is  self-made  is 
William  Gates,  30. 


then-ailing  Hunt  Oil  Co.,  other 
properties  1974;  "amicably"  split 
from  first  family.  Ray  turned  busi- 
ness around,  expanded;  made  huge 
strike  in  desolate  North  Yemen 
1984,  now  building  pipeline.  Also 
Woodbine  Development,  vast  real 
estate  around  Dallas,  Fort  Worth: 
skyline-dominating  Reunion  Tow- 
er; hotels,  offices;  over  4,000  acres 
business  parks,  incl.  some  mixed- 
use,  mostly  on  old  family  land. 
Started  D  magazine,  own  others. 
Also  drug  and  hair-care  products, 
life  insurance.  Ray  runs  businesses; 
also  involved  civic  affairs:  "Because 
of  the  way  he  spells  his  last  name, 
Ray's  had  to  earn  his  respect 
twice."  Ruth  June,  nicknamed 
Peaches,  professional  Christian 
speaker-singer;  Swanee  and  Helen 
aid  social  causes  for  mentally  ill, 
poor.  Swanee:  "The  Hunt  identity 
was  something  I  wanted  to  get  as 
far  away  from  as  possible,  like  an 
albatross."  No  involvement  first 
family  financial  debacle.  Despite 
oil  decline  and  softening  Dallas  real 
estate  market,  this  family  worth 
more  than  $1  billion. 


Inheritance.  Midland,  Tex.  61.  Mar- 
ried, 4  children.  Father  left  NYC, 
settled  in  Midland  1889,  built  the 
hotel,  ran  the  bank,  became  leading 
citizen.  As  rancher,  bought  up 
much  dusty  west  Texas  acreage  to 
feed  cattle;  thousands  of  acres  on 
Permian  Basin,  nation's  richest  oil 


province.  First  strike:  1935.  Clar- 
ence Jr.  probably  most  powerful 
man  in  Midland.  Doesn't  drill;  oth- 
ers do,  pay  him  royalties.  Was  larg- 
est shareholder,  director  of  First 
National  Bank  of  Midland,  failed 
1983  (2nd-largest  failure  at  time) 
because  of  bad  energy  loans.  Devel- 
oping huge  ranch  on  Midland's 
western  edge.  Believed  to  be  worth 
$200  million  or  more. 
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Insurance.  Palm  Beach  &  NYC.  62. 
Married,  2  children.  Grew  up  in 
Bronx,  worked  for  CNA  Financial 
Corp.  mid-1950s,  tailored  insur- 
ance plan  for  retired  teachers'  assn.; 
worked  similar  deal  for  newly 
formed  American  Assn.  of  Retired 
Persons.  Created  Colonial  Penn 
Group  early  1960s  to  underwrite 
insurance  for  both  groups.  "Inces- 
tuous relationship"  (exclusive  con- 
tracts, advertising  rights,  no  com- 
peting bids)  led  to  split  1980;  Penn 
lost  contract  to  Prudential.  Florida 
Power  &  Light  acquired  Colonial 
Penn  1985  for  $565  million.  Davis' 
proceeds  from  sales  of  stock,  other 
assets,  worth  over  $200  million. 


(tin  tuft 
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Sisters  and  brother.  Inheritance. 
Grandchildren  of  Ailsa  Mellon 
Bruce,  great-grandchildren  of  An- 
drew Mellon.  Parents  Audrey  Bruce 
Currier  and  Stephen  Currier  died 
plane  crash  in  Bermuda  Triangle, 
1967;  grandmother  Ailsa  died  1969. 
Kids  recipients  of  generous  trusts. 
Paternal  grandfather  David  K.E. 
Bruce  served  as  ambassador  to  4 
countries;  Congress  adjourned  ear- 
ly on  wedding  day,  1929.  Lavinia 
("Vinnie"):  The  Plains,  Va.  29.  Sin- 
gle. Enjoys  jet-set  lifestyle,  travel. 
Michael:  NYC.  25.  Single.  Active 
in  family  investments,  philanthro- 
pies. Andrea:  The  Plains,  Va.  30. 
Married,  1  child.  Lives  as  country 
gentlewoman  on  family  estate, 
Kinloch  Farms.  Combined  fortunes 
should  exceed  $600  million.  (See 
also  other  Mellom,  May,  Scaife.) 
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Brotherand  sister.  Inheritance.  Chil- 
dren of  Howard  Phippsjd.  1982  at  age 
101),  youngest  of  steel  baron  Henry 
Phipps'  five  offspring'' see  Phippsfatru 
ily),  family  power  in  own  right  when 
not  tending  prize-winning  rhodo- 
dendrons. Howard  (Howdy):  West- 
bury,  N.Y.  52.  Married,  3  children. 
Represents  sister,  self  on  board  of 
family-founded  Bessemer  Trust. 
Lives  quietly,  busy  philanthropist; 
visible  in  NY  cultural  circles.  Anne 
(Mrs.  Constantine  Sidamon-Ens- 
toff):  NYC.  54.  On  numerous  civic, 
museum  boards.  Husband  promi- 
nent lawyer,  formerly  active  NYC 
politics.  Howard's,  Anne's  share  of 
grandfather's  fortune  worth  at  least 
$400  million. 


fo/ttl     ll  l  /ttlt'f   //((//>  ft'(f//l 
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Father  and  son.  Real  estate.  Colum- 
bus, Ohio.  John:  89.  Twice  wid- 
owed, 2  children  from  first  wife. 
Son  of  Ohio  farmer,  grated,  sold 
horseradish  by  the  jar  at  age  8:  "My 
family  wasn't  poor,  we  just  didn't 
have  any  money."  As  real  estate 
broker,  ruined  by  Depression;  re- 
covered by  arranging  sales  of  fore- 
closed properties  for  large  commis- 
sions. Hit  big  with  "package  deals": 
Find  tenant,  builder,  take  blue- 
prints to  bank  for  financing.  Son 
Daniel:  58.  Separated,  3  children. 
Heir,  president  John  W.  Galbreath 
&  Co.:  manages  over  20  million  sq. 
ft.  office  space;  equity  in  millions 
more.  Also  Darby  Dan  Farm,  two- 
time  Kentucky  Derby  winner,  one 
of  horsing's  finest:  4,300  acres  blue- 
grass,  over  30  homes,  2  racetracks, 
6,000-foot  runway  with  hangar, 
120-acrc  wild  game  preserve.  Joint 
net  worth  exceeds  $400  million. 


'Stiif/  S'/titieti/texa  d/faa/it 
('  j/ier  S'/nttett/tera  cfimovt 
J^eatie/te  S-'/nnen/iei'y  d/loo/cev 
<jCi(a  S'/ti tieti/era  clfaxen, 

Snc/ifti  S^nneti/w^f  &Call 

Sisters.  Publishing.  Five  living 
daughters  of  Moses  Annenberg, 
founder  of  Triangle  Publications,  d. 
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"I  want  to  buy 

a  home.  /  want  to 

buy  a  home  so  bad  I  can 
taste  it.  That's  why  my  wife 
works,  why  I  work  a  sec- 
ond job,  why  we've  only 
eaten  out  twice  in  the  last 
year.  And  in  about  six 
months,  I  think  we  just 
might  have  the  down 
payment. " 

Owning  a  home.  It's  been  an 
American  dream  for  200  years. 

It's  an  obsession  that  neither  in- 
flation, deflation,  sky-high  interest 
rates  nor  recession  can  dampen. 

Our  continuing  commitment 
to  provide  Americans  with  affordable 
mortgages  is  one  reason  why  60% 
of  all  Americans  today  do  own  their 
own  homes,  why  for  them  the 
dream  has  been  realized. 

And  why  also  in  the  last  ten  years, 
we've  originated  over  $20  billion 
in  mortgage  loans.  Why  revenues, 
net  income  and  dividends  have  more 
than  doubled  in  the  last  five  y 
And  why  L&N  has  not  once 
missed  or  reduced  a  single  quarterly 
dividend  since  our  first  one  in  1971. 

As  long  as  Americans  dream  of 
owning  their  own  home,  Lomas  & 
Nettleton  will  be  there  to  make  their 
dreams  come  true. 


Lonias  &  Nettleton 


The  nation 's  premier 
mortgage  banking  institution. 


2001  Bryan  Tower  Suite  3600 
Dallas,  Texas  75201  (214)  746-7111 


IS  FASTER  TO 
SOUTHERN  AFRICA 
BY  HOURS? 


13  HOURS  FASTER  THAN  BRITISH  AIRWAYS 
18  HOURS  FASTER  THAN  KLM 
15  HOURS  FASTER  THAN  LUFTHANSA 

NOBODY'S  FASTER  TO  SOUTH  AFRICA  THAN  SAA* 

Every  other  airline  from  New  York  to  South  Africa  stops  off  first  in 
Europe.  But  SAA  747's  fly  direct.  So  SAA  gets  you  down  to  business 
—while  others  are  still  up  in  the  air! 


cPmstige 


Join  the  SAA  Prestige  Club,  and  your  savings  continue  on  the  ground. 

Join  the  Club  --  And  Enjoy  the  Savings! 
When  you  book,  join  our  complimentary 
Prestige  Club.  Which  entitles  you  to  room 
upgrade  and  even  free  nights  at  fine  hotels. 
Drive  the  first  2  days  free  in  a  Hertz  or  Avis 
rental  car.  And  receive  discounts  at  our  world- 
famous  game  reserves.  (Plus,  of  course,  your  $  M 
here  was  never  worth  more!).  Call  your  travel 
agent  or  1-800-728-4768.  (NY  212-593-1832). 

'Based  on  schedules  published  in  international  OAG  Sept  1986  edition  using  New  York  City  as  gateway 

Please  send  color  brochures  and  a  Prestige  Club  application  I  understand  that 

membership  is  free  and  entitles  me  to  full  benefits  when  I  fly  the  fastest  airline  to  South  Africa. 

South  African  Airways.  900  Third  Ave..  New  York.  N  Y.  10022. 


Name 


Address- 
City  

Zip  


. State . 


SOUTH  AFRICAN  AIRWAYS 


1942  (see  Walter  Annenberg).  Enid 
(Mrs.  Ira  Haupt):  NYC.  80.  Di 
vorccd,  widowed.  Childless.  Most 
distinguished  Annenberg  sisteri 
editor  Seventeen  1953-70,  wrote; 
books  on  teenage  etiquette.  Esrheii 
(Mrs.  Leo  Simon):  NYC.  84.  Wid- 
owed, 1  adopted  son.  Active  as 
painter,  [canette  (Mrs.  James  Hook- 
er):  NYC,  Palm  Beach.  81.  Twice} 
widowed,  2  children.  Serves  oil 
White  House  board  for  decorative) 
arts.  Lita  (Mrs.  Joseph  Hazenl: 
NYC,  LA.  76.  Divorced,  remarried; 
1  daughter.  Lives  quietly,  gave  an- 
nual awards  for  medical  excellence., 
Evelyn  (Mrs.  Melville  Hall):  Palmj 
Beach.  74.  Divorced,  widowed,  re- 
married; 3  sons.  Trustee  NYC  Mu- 
seum of  Modern  Art.  Triangle  Pub- 
lications, other  holdings  worth 
over  $2  billion.  Each  sister  (andl 
families  of  2  deceased)  owns  over1 
9%  worth  minimum  $200  million. 
Brother  Walter  votes  all  shares. 


Real  estate.  Stockton,  Calif.  63. 
Married,  4  children.  Left  S40/week: 
job  in  father's  bakery  1956,  bor- 
rowed $800  to  buy  truck.  Peddled 
sandwiches  to  migrant  workers  in 
San  Joaquin  Valley.  Invested  profit 
in  land  and  buildings,  launched 
A.G.  Spanos  Construction  Co. 
1960.  Builder  of  over  55,000  apart- 
ments, 2.6  million  sq.  ft.  office 
space.  Travels  coast  to  coast  on  pri- 
vate fleet  of  jets  with  2  sons,  2  sons- 
in-law,  all  involved  in  business.  "If 
you  can't  trust  your  own  family, 
who  can  you  trust?"  Famous  for  the 
Spanos-Bob  Hope  dance  routine 
performed  at  benefits.  Has  62% 
stake  in  San  Diego  Chargers.  With 
companies,  other  investments,  be- 
lieved worth  over  $200  million. 


Inheritance,  art.  Houston.  78.  Wid- 
owed, 5  children.  Daughter  Conrad 
Schlumberger,  who  cofounded  oil- 
field service  co.  Schlumberger,  Ltd. 
(d.  1936).  With  husband  John  (son  of 
French  baron)  fled  Paris  1941  to 
firm's  Houston  headquarters.  Fam- 
ily has  steadily  sold  stock,  diversi- 
fied since  1960.  John  ran  Schlum- 
berger 1967-70  (d.  1973).  Longtime 
liberal  backers:  Black  Panthers  at- 
tended John's  funeral.  "Went  cra- 
zy" buying  modern  art  after  World 
War  II;  now  considered  one  of  the 
great  private  collections,  over 
10,000  pieces:  "What  I  admire,  I 
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his  far  Packed  aboard  the  Navy's  F-14  Tomcat  are 

im*jM  m%*\  advanced  electronic  systems  than 

JiU  JlIO  m%mm  HTlw**  fighter  plane  in  the  world.  Electron! 
integrated  and  given  wings  by  Grumman.  Electronic  eyes  that  detect  anything  in  the  s 
;ver  100  miles  away  —  and  fire-control  systems  that  can  take  on  six  enemy  aircraft 
j  nd  keep  track  of  18  more.  No  other  company  could  put    On  ly  GRUMMA 
these  systems  together  so  well  and  make  them  fly.  *   M "  1    *^  '  1 


mark  of  Onimmftji  Corporation. 


must  possess."  Building  Houston 
art  museum.  Awarded  National 
Medal  of  Arts  by  Reagan  1986. 
Wealth  should  well  exceed  $200 
million  "The  phrase  'steel  butter- 
fly' was  coined  for  her." 


.    //(///f   ^/{<>Hflf  f /(■/</)>!« it 

Inheritance,  real  estate.  Honolulu 
and  Oklahoma  City.  Father,  Sylvan 
Goldman  (d.  1984),  owned  super- 
markets, invented  shopping  cart  in 
1937.  Also  built  supermarket 
chains  (Humpty  Dumpty  stores, 
ACF  Wrigley).  Expanded  interests 
to  banking  and  real  estate,  sold  su- 
permarket chains.  Goldman  Cos., 
privately  held,  run  by  2  sons  Alfred 
and  Monte.  Property  in  Puerto 
Rico,  Texas,  Oklahoma,  Hawaii. 
Alfred:  48,  single.  Joined  Goldman 
Cos.  after  Wharton  1961.  Currently 
CEO.  With  brother  Monte  bought 
and  refurbished  Kaiser  Estate  in 
Hawaii.  Monte:  51.  Divorced,  4 
daughters.  Cochairman  of  Gold- 
man Cos.  Combined  worth  esti- 
mated around  $400  million. 


Arbitrage.  Mt.  Kisco,  N.Y.  and 
NYC.  49.  Married;  4  children.  Fa- 
ther emigrated  from  Russia  at  age 
12,  became  Detroit  restaurateur. 
Ivan  became  Wall  Street  analyst 
age  29.  Established  own  firm  1975, 
solely  risk  arbitrage.  Said  to  have 
made  over  $150  million  profit  on 
stock  runs  at  CBS,  Gulf-Socal,  Get- 
ty-Texaco.  Not  all  roses:  $70  mil- 
lion bath  from  Phillips-Mesa  merg- 
er. On  arbitrage:  "It's  a  sickness  I 
have  in  the  face  of  which  I  am  help- 
less." Raised  over  $800  million  in 
recent  debt  and  equity  offering,  pre- 
sumably to  play  further.  Also  con- 
trolling interest  Beverly  Hills  Ho- 
tel, Northview  Corp.,  extensive 
other  holdings.  Net  worth  believed 
to  exceed  $200  million. 


t^Maap  cfia/e  us/cm 

Computers.  Beverly  Hills.  62. 
Thrice  divorced,  4  children.  Son  of 
Polish  immigrant  house  painter,- 


graduated  from  U.  of  Chicago; 
math,  philosophy  degrees.  Stint  in 
academe  before  $100/wcek  job  de- 
signing small  computers  at  Bendix. 
Launched  Scientific  Data  Systems 
1961  with  loan.  Sold  to  Xerox  1969 
for  $1  billion,  his  share  $100  mil- 
lion: "I  have  this  feel  for  technology 
and  the  market."  Since,  movies 
(produced  Fun  with  Dick  and  Jane), 
liberal  causes  (helped  manage  Mc- 
Govem  presidential  campaign 
1972),  founded  Democracy  maga- 
zine. Also  created  arts  and  crafts 
collection  for  the  LA  County  Muse- 
um. On  Intel  board,  active  in  ven- 
ture capital.  Estimated  net  worth  at 
least  $200  million. 


ttiati  ,  Z/nt to  /n  <  <  / 

Coca-Cola  bottler,  broadcasting. 
Ormond  Beach,  Fla.  61.  Married,  6 
children.  Grandfather  Chapman  J. 
Root  (d.  1945)  started  Root  Glass 
Co.  1901  in  Terre  Haute,  Ind.  Cre- 
ated "the  most  perfectly  designed 
package  in  the  entire  world"  (Coke 
bottle)  1915.  Formed  Associated 
Coca-Cola  Bottling  Co.  Plants  as 
holding  company;  Root  Co.  had 
58%  interest.  Son  killed  in  plane 
crash  1932;  control  passed  to  grand- 
son Chapman  1950.  Chapman  sold 
bottling  operation  to  Coca-Cola 
1982   (his   share   $240  million). 


53  men  and 
39  women  among 
The  Forbes  Four  Hundred 
are  unmarried. 


Formed  Root  Communications: 
radio  stations,  1  TV  station.  Alsi 
owns  Daytona  Hilton.  Proceed 
from  sale,  other  assets,  worth  ove 
$200  million. 


Inheritance.  Fort  Worth,  Tex.  47 
Twice  divorced,  remarried; 
daughter  by  first  marriage,  1  step 
daughter.  Great-grandfather  Burl 
Burnett,  Chisolm  Trail  driver,  lef 
ranching  empire  to  "vivacious 
granddaughter  Anne  Burnet 
Tandy.  She  expanded  mostl; 
through  marriage  in  ranching,  oil 
banking;  4th  husband  Charle 
Tandy  of  Tandy  Corp.  1969.  ("The? 
should  have  gotten  Justice  Depart 
ment  approval  for  that  wedding." 
Tandy  (d.  1978)  left  fortune  to  her 
on  her  death  1980,  left  Tandy's  for 
tune  to  charity,  rest  to  daughte: 
Anne.  Now  450,000  acres  ranches 
oil  under  much.  Worth  more  thar 
$200  million.  "She's  been  underes 
timated  as  a  businesswoman." 


.  /{<irif ^f<i  tie  (/(/  Cse///  ^.anyer 

Inheritance.  Wilmington,  Del.  anc 
NYC.  72.  Widowed,  5  children.  Fa- 
ther Philip  du  Pont  (see  other  du 
Pouts,  family)  rare  bird  who  in- 
creased small  share  of  family  for- 
tune by  own  efforts;  took  S10  mil- 
lion and  made  it  into  $58  million 
by  playing  market  up  to  death, 
1928.  Mary  Jane  favored  daughter; 
she  got  $50  million  to  sister's  $2 
million.  Astute  businesswoman, 
owns  profitable  Christiana  stables. 
Fortune  should  exceed  $200  mil- 
lion by  now. 


i/eoitae  jKox  tnefj/c y 

Teledyne.  Austin,  Tex.  68.  Married, 
2  children.  Taught  business,  tech- 
nology at  Harvard,  Carnegie-Mel- 
lon. Joined  Hughes  Aircraft  1952, 
Litton  Labs  1954.  Cofounded  Tele- 
dyne  1960  with  Henry  Singleton 
(which  see)  backed  by  financier  Ar- 
thur Rock.  Left  1966  to  become 
business  dean  at  U.  of  Texas. 
Helped  establish  Institute  for  Con- 
structive Capitalism  (now  IC2) 
1977  at  U.T.  Currently  institute  s 
dean.  Directs  foundation  that  gives 
grants  to  medical  and  educational 
research.  Also  several  business  in- 
terests— MCO  holdings,  Federated 
Development  Co.,  Maxxam 
Group — with    Charles  Hurwitz, 
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ushman  &Wakefield. 

Business  Americas 
Real  Estate  Firm. 


Cushman  &  Wakefield  is  the  nation's  largest  firm  history,  yet  our  smaller  transactions  number  in  the  thousands, 

xclusively  serving  the  needs  of  business  in  American  real  estate.  We  combine  Wall  Street  financial  expertise  with  70  years 

)ur  more  than  60  offices  are  staffed  with  professionals  who  can       of  real  estate  brokerage.  And  our  appraisal  group  is  America's 
Iraw  from  their  in-depth  experience  to  offer  America's  business        largest  real  estate  appraiser. 

eaders  invaluable  resources.  From  financial  and  brokerage  It's  no  wonder  our  revenue  has  multiplied  over  100  times  in 

ervices  to  development  consulting  to  _  m^^m  _  _  —  ^  u  _     the  last  two  decades. 

iroperty  management.  ■     H  B^Sw^rawi^A^i  ffr  for  all  these  reasons  and  more, 

Cushman&  Wakefield  has  arranged  the  ^^F^^^S^Mfl  SS|  Cushman  &  Wakefield  is  Business 

argest  transactions  in  business  real  estate       lAfAllCCII*  I    k  M    America's  real  estate  firm 


A  ROCKEFELLER  GROUP  COMPANY 


A  Special  Invitation  from 
VALUE  LINE 

To  Investors  Who  Use 
Discount  Brokers 

. . .  and  make  their  own  investment  decisions 


A  growing  minority  of  investors  are  turning  to 
discount  brokers  to  cut  commission  costs. 
Generally,  this  is  appropriate  only  for  those 
who  make  their  own  decisions,  since  most 
discount  brokers  do  not  provide  investment 
research. 

So,  if  you're  doing  business  with  a  discount 
broker,  you  need  the  best  independent  re- 
search you  can  get.  (Your  commission  sav- 
ings on  just  a  few  trades  may  pay  for  a  full  year 
of  such  assistance.)  Here's  how  Value  Line 
can  help: 


f  i&** 


We'd  like  to  send  you  Value  Line's  latest 
full-page  Reports  on  each  of  1700  stocks 
under  continual  review.  These  come  to  you 
ready  for  instant  use,  fully  indexed  and  loose- 
leaf  bound  in  the  Investors  Reference  Serv- 
ice, and  will  be  systematically  updated  by  new 
Reports  in  the  weeks  ahead.  Filing  takes  less 
than  a  minute  a  week.  All  this  material  is  so 
organized  in  your  binder  that  you  can  quickly 
turn  to  a  continually  updated  report  on  almost 
any  leading  stock. 

These  comprehensive  Reports  cover  al- 
most every  stock  that's  likely  to  be  of  interest 
to  you.  The  1 700  stocks  covered  by  Value  Line 
account  for  approximately  96%  of  all  dollar 
trading  volume  in  the  U.S.  equity  markets. 
With  Value  Line,  you're  really  "well  armed." 

A  typical  Value  Line  full-page  Report  on  a 
stock  includes  22  series  of  vital  financial  and 
operating  statistics — going  back  1 5  years  and 
estimated  3  to  5  years  into  the  future — plus 
ratings  and  estimates  of  relative  Price  Per- 
formance in  the  next  12  months,  long-term 
percentage  Appreciation  Potential,  Safety, 
current  Yield  and  P/E  compared  to  past 
norms,  and  Value  Line's  analysis  of  ongoing 
corporate  developments.  About  130  Reports 
are  issued  every  week — 1700  every  13 
weeks — in  regular  sequence.  But  perhaps 
most  significant  of  all  is  the  objective  Value 
Line  Ranking  system  which  reduces  thou- 


sands of  hours  of  research  by  80  experienced 
analysts  and  statisticians  to  two  straight- 
forward signals,  the  rank  for  Timeliness  and 
the  rank  for  Safety. 

Stocks  To  Avoid  Now 

Because  Value  Line  applies  uniform  stan- 
dards of  evaluation  to  all  1 700  stocks,  you  can 
quickly  and  easily  identify  which  stocks  we 
currently  rate  relatively  best  and  worst  for  your 
particular  goals.  We  especially  suggest  you 
avoid  the  400  stocks  currently  rated  below 
average  for  Tmeliness  in  the  year  ahead. 

In  addition  to  the  full-page  Reports,  Value 
Line's  key  investment  ratings  and  measure- 
ments for  all  1 700  stocks  are  updated  EVERY 
WEEK  in  our  40-page  weekly  Summary  & 
Index.  With  Value  Line,  you  are  never  left 
"hanging." 

Double  Bonus  Offer 

If  you're  an  independent  investor — if  you  call 
your  own  shots — you  should  settle  for  nothing 
less  than  the  best.  So  we  invite  you  to  let  us 
send  you  The  Value  Line  Investment  Survey 
every  week  for  the  next  12  months.  Plus  two 
immediate  bonuses— the  two-volume  Inves- 
tors Reference  Service  (described  above) 
and  our  penetrating  new  72-page  guide  book, 
"A  Subscriber's  Guide,"  which  explains  how 
even  inexperienced  investors  can  apply  thou- 
sands of  hours  of  professional  research  to 
their  own  portfolios  by  focusing  on  only  two 
unequivocal  ratings,  one  for  Timeliness  (Per- 
formance in  the  next  1 2  months),  the  other  for 
Safety. 

Money  Back  Guarantee:  You  take  no  risk  in 
accepting  this  offer.  If  you're  not  satisfied  with 
Value  Line  for  any  reason  at  all,  just  return  the 
material  you  have  received  within  30  days  for 
a  full  refund  of  your  subscription  fee. 

Special  Introductory 
Trial  Offer 

Or  if  you  prefer — and  if  no  member  of  your 
household  has  subscribed  to  Value  Line  in  the 
past  two  years — you  may  take  an  introductory 
10-week  trial  for  only  $55.  You  get  the  same 
bonuses  and  the  same  money-back 
guarantee. 


CALL  TOLL-FREE 
If  you  have  MasterCard,  American  Express 
or  Visa,  phone  1-800-633-2252  (Ext.  281) 
24  hrs.  7  days  a  week. 


The  Value  Line  Investment  Survey  ' 

Value  Line,  Inc.  •  71 1  Third  Ave.,  •  New  York,  N  Y.  10017 


Depart  rr 


816F27 


INTRODUCTORY  OFFER 

Begin  my  10-weektrialsubscnptionfor$55toThe  Value 
Line  Investment  Survey  (limited  once  to  any  household 
every  two  years)  and  send  me  the  two  bonuses  listed 
above 

ONE  YEAR  SUBSCRIPTION 

P  Begin  my  1  -  Year  (52  issues)  subscription  for  $425  and 
send  me  the  two  bonuses  listed  above.  There  are  no 
restrictions  with  this  annual  subscription. 

This  subscription  is  tax-deductible  and  nonassignable. 
Allow  4  weeks  lor  delivery. 

(NY  residents  add  sales  tax  (Foreign  rates  upon  request 


>  Li  J 


My  payment  is  enclosed.  Please  charge  to: 
American  Exp  MasterCard      □  Visa 


Account  # 
Exp  Date  _ 
Signature  . 
Name   


Address 
City   


State 


Zip 


Houston  takeover  artist.  Tcledyn 
stock,  other  holdings  worth  ova 
$200  million. 


</J,i,  //.  crM 

Real  estate.  Dallas.  57.  Married,  - 
children.  Missouri-born.  Alter  12 
year  stint  as  women's  clothing 
sales  rep,  built  apts.  with  Trammel 
Crow  (which  see).  Went  out  on  owl 
1959.  With  rising  interest  rates,  de 
cided  1979,  on  50th  birthday,  u 
build  and  sell  properties;  now  mos 
cash-rich   Dallas   developer.  His 
Vantage   Cos.    operates  national 
construction  company;  projects  in| 
elude  office  parks,  motels,  warej 
houses,  high-rises.  Nation's  fourth- 
largest     developer.     Net  worth 
should  exceed  $200  million.  "For  a 
man  that  came  over  the  Red  Rivet 
with  S65  in  my  pocket  and  a  pock- 
marked Fontiac  car,  I  feel  pretty 
good." 


«.  \o-#/cm  f'l in/ved  *Ji'mo4i 

Industrialist,  art  collector.  Los  An- 
geles area.  79.  Divorced,  remarried; 
2  sons  (1  deceased).  Raised  in  Port- 
land, Ore.  as  "mossback"  conserva- 
tive. As  youth  bought  bags,  towels,, 
tissues  from  manufacturers  to  selll 
to  local  merchants.  Dropped  out  ofl 
Berkeley  after  6  weeks,  turned: 
around  bankrupt  orange  juice  plant. 
Gained  control  Hunt  Foods  1943. 
Built  conglomerate  Norton  Simon, 
Inc.  (Hunt-Wesson,  Simon  &. 
Schuster).  Departed  corporation 
1969,  devoted  wealth  to  art  collect- 
ing. "Acquisitiveness  is  a  disease 
which  you  can  get  in  money  or 
business  or  politics  or  art."  Simon's 
collection,  investments  believed 
worth  over  $200  million. 


('  /in Cs)e//fa tin n  Cyjeit<>/ij<  it 

Real  estate.  NYC.  73.  Divorced,  3 
children.  Father  built  Bronx  apart- 
ments from  1900,  switched  to  in- 
vesting around  1920.  Charles,  Yale 
grad,  joined  1933.  Owns  scattered 
Manhattan  parcels,  many  valuable 
ground  and  net  leases;  also  Wash- 
ington, D.C.  properties  (formerly 
owned  Willard  Hotel).  Shrewd  in- 
vestor with  Tisch  brothers,  Helms- 
ley  (which  see).  Large  waterfront  par- 
cel Amagansett,  N.Y.  (old  Bell  es- 
tate); development  delayed  by 
zoning  dispute.  Active  philanthro- 
pist: Will  send  Bronx  schoolkids  to 
college.  Respected  collection  of  Af- 
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BUT  ALSO  CAD/CAM,  BIOTECHNOLOGY... 


HIS  IS  THE  NETHERLANDS.  From  medieval 
indmills  to  monoclonal  antibodies,  the  Dutch  have 
ways  been  in  the  forefront  of  technological  innovation, 
hat's  why  companies  have  flocked  to  this  country 
ight  in  the  Center  of  the  $3  trillion  European  market, 
st  a  few  examples: 

DIGITAL  EQUIPMENT— a  major  company  adding  a 
high-tech  center  and  expanding  its  workforce  by  20%. 

INTERGRAPH-a  CAD/CAM  leader  building  its 
first  overseas  facility  in  Nijmegen. 

CENTOCOR— this  biotechnology  pioneer  will  soon 
make  diagnostic  imaging  agents  based  on  monoclonal 
antibodies  in  Leiden. 

utch  labor  is  among  the  most  educated,  stable 
id  multilingual  in  the  world.  Its  high  productivity  is 
lother  critical  reason  for  the  corporate  concentration. 


West  Germany  100 
BR9NSMN  Belgium  92 

France  86 
United  Kingdom  66 

INDUSTRIAL  PRODUCTIVITY  ( 1984) 
(added  value  produced  per  working  hour,  indexed) 

Over  1,000  U.S. -based  corporations  have  invested 
profitably  in  the  Netherlands. 

ARE  YOU  IN  THE  NETHERLANDS  YET? 

If  not,  please  contact: 
Mr.  Pierre  Dobbelmann 
Industrial  Commissioner 
Netherlands  Industrial  Commission 
One  Rockefeller  Plaza 
New  York,  NY  10020 
(212)  246-1434 


The  Netherlands 

Right  , 
®  in  the 


This  announcement  is  published  by  Gavin  Anderson  &  Company,  which  is  registered  as  an  agent  of  the  Government  of  the 
Netherlands  This  materipl  is  filed  with  the  Department  of  Justice,  where  the  required  registration  statement  is  available  for  public 
inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government, 


ncan  art.  Peers  say  worth  over  $200 
million.  He  denies:  "I'm  starving.  I 
spend  most  of  my  time  at  Grand 
Central  Station  panhandling." 


/■<  i  ,r.t  .  t/ // 


Nephew,  uncle.  Real  estate,  banks. 
Kansas  City,  Mo.  Morgan:  59.  Di- 
vorced, 5  children.  Dreiseszun:  62. 
Married,  2  children.  Morgan  naval 
storekeeper  WWII,  then  sold  sur- 
plus war  goods.  Joined  Dreiseszun 
in  sportswear  manufacturing  1950; 
partners  ever  since,  Morgan  in  fore- 
front. Opened  small  suburban  bank 
1964,   first   big  shopping  center 


The  metropolitan 
areas  with  most 
resident  members  of 
The  Forbes  Four 
Hundred  are: 
New  York  City  90 
Los  Angeles  26 
Dallas/Fort  Worth  25 

Chicago  19 
Washington,  D.C.  14 

San  Francisco  13 
Wilmington,  Del.  13 
Boston  11 
Minneapolis  10 
Philadelphia  7 

Houston  7 
Kansas  City  7 


1967.  Now  10  Kansas  City  area 
banks;  assets  near  $2.5  billion,  ex- 
cellent returns.  At  least  10  million 
sq.  ft.  malls  nationwide,  could  be 
much  more.  Also  major  force  in 
developing  downtown  KC.  Dreises- 
zun manages  mails;  Morgan  banks, 
real  estate  deals:  credited  with  fos- 
tering current  KC  building  boom. 
Both  extremely  secretive:  "It's  in- 
accurate to  say  Frank  Morgan 
maintains  a  low  profile.  The  man 
has  no  profile."  Extensive  holdings 
virtually  all  in  names  of  relatives, 
friends.  Known  assets  worth  at 
least  $400  million. 


Broadcasting.  St.  Mary's  Point, 
Minn.  53.  Married,  5  children.  Son 
of  Stanley  Eugene  Hubbard,  89, 
who  started  country's  first  com- 
mercial airline  (went  bankrupt). 
Bought  St.  Paul  radio  1923;  added 
TV  1948.  Stanley  took  over  1981 
after  father  suffered  stroke.  Hub- 
bard Broadcasting  now  has  5  TV 
stations,  2  radio,  production  co. 
Stanley  aggressively  expanding  into 
satellite  TV:  leases  2  transponders 
from  RCA,  owns  another  outright. 
Conus  Communications,  satellite 
news  gathering  co.,  now  47  mem- 
ber stations.  Developing  satellite- 
delivered  programming  network. 
"No  longer  will  the  networks  be  in 
the  driver's  seat."  With  hotel,  net 
worth  should  exceed  $200  million. 


/<>/>»  a£ee  {'  o.r 


Oil.  Midland,  Tex.  61.  Married;  1 
son,  1  daughter.  Grew  up  in  tiny 
southwestern  Texas  town  where  fa- 
ther worked  for  oil  company.  Grad- 
uated Rice  U.,  petroleum  engineer 
1946.  Decided  1952  "I  can  do  this 
on  my  own."  Major  operations 
Sprayberry  Trend  west  Texas.  One 
of  biggest  independent  oil  produc- 
ers in  state.  Also  Oklahoma,  New 
Mexico,  Wyoming;  recent  small 
strike  New  Mexico.  Usually  drills 
more  than  100  wells  annually;  this 
year  drilling  only  40.  Says  oil's  still 
valuable,  "we're  just  not  getting 
much  money  for  it."  Despite 
slump,  believed  worth  over  $200 
million.  "The  price  has  to  go  up.  I 
don't  know  when,  but  sometime." 


y/ ///;<„„  :/(  '..  //;//„„/ 
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ComputerLand.  San  Vincente,  Sai- 
pan.  54.  Married,  3  daughters.  Col- 
lege dropout;  gained  reputation 
computerizing  government  opera- 
tions. Saw  potential  for  personal 
computer  early,  opened  first  Com- 
puterLand 1976.  Now  over  820; 
sales  over  $1  billion.  Left  company 
under  pressure  1985  after  courts 
ruled  for  Micro/Vest,  group  seeking 
note  convertible  to  20%  company, 
$140  million  punitive  damages  (un- 
der appeal).  Autocratic,  est  gradu- 
ate; recently  announced  plans  to 
sell  out,  plans  utility  company  to 
power  Mariana  islands.  "I  didn't 
come  on  this  planet  to  sleep,  and 
I'm  not  interested  in  retiring."  Hi 
unchallenged  76%  ComputcrLan 
worth  at  least  $200  million. 


Potatoes.  Boise,  Idaho.  77.  Di 
vorced,  remarried;  4  children  b; 
first  wife.  Sorted  potatoes,  raiso 
hogs;  put  proceeds  into  first  potato 
processing  plant.  Big  break:  con- 
vincing Ray  Kroc  to  go  with  his  I 
patented  frozen  french  fries.  Now 
supplies  some  700  million  lbs./yr. 
to  McDonald's,  Burger  King,  oth- 
ers. Keeps  costs  low:  mines  own 
phosphate  for  fertilizer,  raises  cat- 
tle to  eat  peels.  Recent  venture  in 
semiconductors.  Fined  $50,000  for 
manipulating  Maine  potato  futures 
prices  1978.  "Jack's"  license  plate: 
mr.  spud.  In  farm  depression,  pota- 
toes down;  fertilizer,  livestock  bat- 
tered; still  believed  worth  more 
than  $200  million.  "I  wouldn't  sell 
for  that,  that's  for  sure." 


Brothers.  Inheritance.  Grandfather 
Elbndge  Amos  Stuart  founded  Car- 
nation Co.  1899  in  Kent,  Wash. 
Purchased  evaporated  milk  recipe 
for  $25,000.  Sales  peaked  1984  at 
$3.4  billion  incl.  Coffee-mate,  In- 
stant Breakfast,  Fnskies;  sold  to 
Nestle  for  $3  billion.  Elbndge: 
Bellevue,  Idaho.  69.  Married  to 
Marion  Butler  Stuart  (noted  paleon- 
tologist), 1  son.  Carnation  v. p.  until 
1961,  left  over  clashes  with  father 
Elbndge  Sr.  Raises  cattle,  alfalfa  on 
secluded  ranch.  Dwight:  Beverly 
Hills.  62.  Divorced,  remarried;  3 
sons  by  first  marriage,  2  by  second. 


leven-year  president,  resigned 
983.  Keeps  low  profile  on  2,500- 
cre  California  ranch,  grows  alfalfa, 
otton.  Family  owned  27%  of  stock 
vhen  sold;  Elbridge  and  Dwight 
ontrol  fortunes  each  worth  at  least 
;200  million. 


iyms  Corp.  Lyndhurst,  N.J.  60. 
\larried;  3  sons,  3  daughters.  Brief 
>roadcasting  stint  after  college; 
oined  family  clothing  store  1952. 
.eft  to  open  own  shop  1959,  featur- 
ng  discount  designer  fashions  (in- 
:xpensive  manufacturing  over- 
uns):  "An  educated  consumer  is 
)ur  best  customer."  Formula  suc- 
cessful, now  15  stores;  but  stock 
low  includes  "cheapened  over- 
Tins."  Caveat  emptor.  Extended 
nto  ritzier  realm  with  A.  Sulka  & 
to.  clothier  purchase,  1980.  Total 
sales  more  than  doubled  since  then, 
13%  profit  margin  enviable.  Went 
oublic  1983.  With  cash  from  offer- 
ing, 80.2%  of  company,  net  worth 
it  least  $200  million. 


yi^i/titt/m  {jovdo/i  &>en4tett 


A'/ 


Circus  Circus.  Partners.  Bennett: 
51,  Las  Vegas.  Pennington:  63, 
Reno.  Both  married  with  2  chil- 
dren. Bennett  managed  properties 
tor  Del  Webb;  Pennington  ran  elec- 
tronic gaming  business.  Teamed 
up,  incorporated  1971  as  Western 
Equities  Co.,  distributed  slot  ma- 
rines. Targeted  Circus  Circus  as 
gambling  casino  hotel  in  "the  re- 
creation and  entertainment  busi- 
ness." Caters  to  middle-class  fam- 
ilies: inexpensive  rooms,  meals; 
Live  circus  acts.  Now  5  Nevada  ca- 
sinos. Unmatched  100%  occupan- 
cy, incl.  world's  largest  casino  prop- 
erty (Circus  Circus).  Bennett:  "This 
isn't  gambling  at  all.  It's  hands-on 
retailing."  Bennett,  Pennington 
jointly  own  over  64%.  With  stock 
and  proceeds  from  shares  sold,  each 
worth  over  $200  million. 


vev  Xoonne// 


Food.  Westfield,  N.J.  68.  Married,  3 
children.  Took  over  family  busi- 
ness, Connell  Rice  &  Sugar  Co., 
1950  (sales,  $10  million).  Now 
country's  largest  independent  bro- 
ker, trader  in  rice  and  sugar.  Ex- 
panded into  heavy  machinery  leas- 


ing, exporting.  Recent  drive  into 
commercial  real  estate  develop- 
ment, mostly  N.J.  Combined  reve- 
nues now  approach  $1  billion. 
Once  handled  nearly  all  Califor- 
nia's rice  exports,  90%  of  South 
Korea's  imports.  Charges  of  illegal 
dealings  with  Korean  wheeler-deal- 
er Tongsun  Park  dismissed  1979.  In 
Cuba  with  congressional  group 
1985  "merely  to  visit."  Net  worth 
at  least  $200  million.  "I  eat  rice 
almost  every  day." 


St/win,  ^£ocAwc/^e  '(oox 

Oil.  Dallas.  64.  Widowed;  2  sons,  1 
daughter.  Born  Ark.;  to  Tex.  and  oil 
1946.  One  of  biggest  independent 
oilmen;  most  production  in  Tex., 
La.;  also  Colo.,  Okla.  Now  fre- 
quently operates  with  son  Berry, 


The  oldest  member  of 

The  Forbes  Four 
Hundred  is  Dorothy 
Stimson  Bullitt,  94. 


son-in-law  of  former  Senator  John 
Tower.  Also  former  chmn.  Keebler, 
Sedco.  Former  director  LTV,  Gil- 
lette, Dr  Pepper,  etc.  Also  Dallas 
civic,  education  boards:  SMU 
named  business  school  for  him.  Re- 
signed as  (founding)  director  Inter- 
First  Corp.  1986  shortly  after  other 
son,  Ed  Jr.,  then  director  InterFirst 
subsidiary,  got  demand  for  collater- 
al on  his  $80  million  InterFirst 
loans.  With  oil  sliding,  possible  ex- 
posure to  son's  troubles,  net  worth 
may  be  down  to  $200  million. 


Real  estate.  Houston.  61.  Divorced, 
remarried;  two  children  by  first 
marriage,  one  by  second.  Building- 
systems  engineer  1950s.  Tried 
$16,000  conversion  of  frame  house 
into  offices;  went  full-time  1957. 
Worth  $6  million  when  picked  to 
build  50-story  Shell  Oil  Houston 
office  1966.  Built  famed  Galleria 
mall,  went  national  1970.  Now 
owns  or  co-owns  70  million  sq.  ft., 
most  commercial.  Known  for  strik- 


ing designs,  top-notch  architects 
(Philip  Johnson,  I.M.  Pei).  Selling 
downtown  Houston  towers  to  re- 
duce exposure,  buy  distressed  prop- 
erties: "Now  is  the  time  to  have  a 
very  fat  war  chest."  Hurt  by  Texas 
bust,  but  still  worth  more  than 
$200  million. 


Brothers.  Real  estate.  Father  Joseph 
emigrated  from  Austria  1902,  start- 
ed Durst  Organization  1915  to 
oversee  handful  of  NYC  buildings 
(d.  1974).  Sons  moved  into  mid- 
town  Manhattan  office  develop- 
ment 1940s;  trailblazed  Third  Ave- 
nue. "My  father  always  said  never 
buy  anything  farther  than  you  can 
walk,  and  we've  done  all  our  walk- 
ing between  42nd  and  50th 
Streets."  About  100  properties:  4.5 
million  sq.  ft.  office  space,  est.  $30 
million  cash  flow.  Also  assembled 
large  blocks  around  Times  Square 
redevelopment.  Believe  market 
overpriced;  cautiously  waiting. 
Seymour:  NYC.  73.  Widowed,  4 
children.  Driving  force  among 
brothers;  land  assembler,  urban  his- 
torian, outspoken  critic  NYC  zon- 
ing, rent  controls:  "The  best  thing 
you  could  do  for  New  York  City 
would  be  to  pension  off  the  Depart- 
ment of  Planning."  Roy:  Scarsdale, 
N.Y.,  67.  Married,  3  children.  Man- 
ages and  oversees  construction.  Da- 
vid: Chappaqua,  N.Y.,  61.  Married, 
5  children.  Handles  building  de- 
sign, leasing.  Next  generation 
warming  up  with  new  midtown 
rental  apt.  building.  Brothers  equal 
partners  in  holdings  worth  at  least 
$600  million;  sister  Alma  has  pas- 
sive interest. 


Sun  Chemical  Co.  Scarsdale,  N.Y. 
72.  Married,  4  children.  Grew  up  in 
South  Bronx,  son  of  spats  manufac- 
turer. Law  degree  from  Columbia, 
never  practiced;  entered  family 
business,  which  had  switched  to 
leggings.  Got  into  film  distribution, 
sold  out  at  profit;  bought  printing 
pigments  firm,  sold  to  Sun  Chemi- 
cal (world's  largest  producer  of 
printing  inks)  1957,  became  CEO, 
kept  acquiring  Sun  stock.  Failed  in 
several  takeover  attempts;  acquired 
control  Chromalloy,  became  chair- 
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man  1980,  plans  to  seek  more 
shares  through  stock  exchange  of- 
fering. Alexander  also  owns  Ampa- 
cet  Corp.  (small  plastics  company 
in  Mount  Vernon,  N.Y.).  Alexan- 
der's 33%  stake  in  Sun  Chemical 
worth  over  $200  million. 
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Winn-Dixie  Stores.  Jacksonville, 
Fla.  79.  Married;  1  son,  1  daughter. 
Father  William's  Idaho  general 
store  sold  on  credit  to  compete 
with  local  Skaggs  outlet,  failed 
1921.  Opened  grocery  store  in  Lem- 
on City,  Fla.,  strictly  cash,  intro- 
duced Idaho  potatoes;  James  kept 
books.  Eight  stores  by  1931.  Be- 
came Winn-Dixie  1955.  Now  larg- 


To  date,  11  present  or 
former  members  of  The 
Forbes  Four  Hundred, 

or  their  principal 
businesses,  have  filed 
under  Chapter  11  of 
the  Federal 
Bankruptcy  Act. 


est  nonunion  grocer  in  U.S.:  "The 
J. P.  Stevens  of  the  food  industry." 
James  chmn.  until  1983;  son  A. 
Dano  Davis  pres.  James  still  chair- 
man American  Heritage  Life  Insur- 
ance (45%  stake).  Davis  and  family 
(which see)  own  50,000  acres  in  Jack- 
sonville: game  preserve,  ranch  with 
60-head  buffalo  herd.  Stock,  other 
assets  over  $200  million. 
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Newspapers.  Augusta,  Ga.  52.  Mar- 
ried, 3  children.  Eldest  son  of  Wil- 
liam Jr.,  bookkeeper  who  rose  from 
manager  of  Augusta  Chronicle  in 


1931  to  sole  owner  by  1955.  Ex- 
panded- passed  to  family  after  death 
1967.  "Billy"  bought  out  brother, 
sister,  mother  after  family  lawsuit 
1970;  founded  Morris  Communica- 
tions. Rest  of  family  started  non- 
competing  chain,  but  Billy's  more 
profitable:  now  14  dailies,  4  week- 
lies, Quarter  Horse  News,  printing 
companies.  Bought  Naegele  bill- 
board company  for  reported  $300 
million  1985.  "I'm  just  a  poor  old 
southern  boy  trying  to  make  a  liv- 
ing." Despite  debt,  net  worth  ex- 
ceeds $200  million. 
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Real  estate.  NYC.  Near  70.  Mar- 
ried, 2  daughters.  Started  in  land- 
scaping business  with  father  on 
Long  Island  (nurseries  now  valu- 
able real  estate).  Branched  into 
apartments  with  first  high-rises  on 
Manhattan's  York  Ave.  Now  owns 
some  3,800  prime  Manhattan 
units,  others  in  Queens.  Builds 
rentals,  refuses  to  co-op:  "Every- 
body who  has  a  job  in  New  York 
can't  spend  $500,000  on  a  co-op." 
Now  building  three  more  high-rises 
Upper  East  Side.  Net  worth  be- 
lieved to  exceed  $200  million. 
"One  of  these  days  I'm  going  to 
make  it.  My  friends  will  call  me  up 
and  say,  'Lenny,  you  done  good.'  " 


Publishing,  broadcasting.  Virginia 
Beach,  Va.  59.  Married,  3  children. 
Nephew  of  Samuel  L.  Slover,  who 
arrived  Virginia  1900,  was  offered 
half-interest  in  newspaper  if  he 
made  it  profitable  within  year.  Suc- 
ceeded; built  Landmark  Communi- 
cations. Raised  nephew  Frank,  who 
took  over  1954  at  age  27.  Reshaped, 
aggressively  expanded  the  compa- 
ny; first  cable  franchise  1963.  Now 
10  daily  newspapers  (flagship  Nor- 
folk Pilot  Ledger-Stcir),  22  weeklies,  2 
TV  stations,  2  radio,  over  470,000 
cable  subscribers,  the  Weather 
Channel,  etc.  Chairman  Associated 
Press  board.  Only  son,  Frank  Jr., 
general  manager  at  Kentucky  news- 
paper. Landmark  bought  back  39% 
of  stock  1986;  Frank's  interest  in 
the  company  worth  at  least  $200 
million. 


Oil,  land.  Roswell,  N.M.  69.  Mar- 
ried, 7  children.  Father  first  banker 
to  lend  on  oil  in  ground;  Robert 
borrowed  $50,000  in  1941,  invested 
in  refinery.  Drilled  200  dry  holes 
until  big  strike  1957.  With  proceeds 
bought  over  1  million  acres,  mostly 
ranches,  in  N.M.,  Colo.,  Tex.  Sold 
refinery  to  Arco  predecessor  1962; 
went  on  board;  became  CEO  1965. 
Retired  as  chairman,  then  as  direc- 
tor 1986  to  form  own  oil  co.:  "I'm 
certainly  not  going  to  be  a  rocking- 
chair  retiree."  Selling  off  Arco 
stock,  land.  Wrote  book  on  petro- 
leum industry  1985.  With  proceeds 
from  land  sales,  Denver  real  estate, 
net  worth  exceeds  $200  million. 
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Nike,  Inc.  Hillsboro,  Ore.  48.  Mar- 
ried, 2  sons.  Promising  miler  at  U. 
of  Oregon.  Researched  potential  of 
Japanese  track  shoes  in  U.S.  market 
at  Stanford  B-school.  With  his  old 
track  coach  Bill  Bowerman,  found- 
ed Blue  Ribbon  Sports  1963  with 
$1,000  to  import  Onitsuka  Tiger 
sneakers;  worked  as  auditor  by  day, 
sold  sneakers  from  back  of  car 
weekends.  Conflicts  with  Onitsuka 
led  to  decision  to  begin  manufac- 
turing own  shoe;  introduced  waffle 
soles  1975,  air-cushioned  insoles 
1979.  Public  1980;  company  recov- 
ering after  weathering  downturn. 
"Orwell  was  right,  1984  was  a 
tough  year."  Knight's  holdings  in 
Nike  stock,  plus  proceeds  from 
sales,  worth  $200  million. 
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Real  estate.  Miami  Beach.  58.  Mar- 
ried, 5  children.  Inherited  (with 
family)  father's  real  estate  empire 
in  northern  N.J.,  southern  Fla. 
1974.  Trying  to  put  glamour  back 
into  Miami  Beach:  extensive  reno- 
vation Fontainebleau  Hilton  (he 
owns  75%)  pushed  occupancy  over 
80%.  Opened  Alexander  Hotel 
1983;  first  new  Miami  Beach  hotel 
in  15  years,  HQ  for  TV's  Miami  Vice; 
poor  results,  went  back  to  bank. 
Also  other  Miami  residences,  land; 
many  joint  ventures  with  Equita- 
ble. Local  power  broker;  heading 
effort  to  legalize  casino  gambling. 
Owns  landmark  Brighton  Beach 
Baths  in  Brooklyn;  proposed  2,200- 
unit  development  there  1986.  Net 
worth  $200  million. 
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[ETROPOLITAN  TOWER 

and  on  the  80th  floor  observation  deck,  turn 360°  and 
>u  get  an  unobstructed  35  mile  view  in  every  direction. 


I  etropolitan  Tower,  the  tallest  residential  structure  in  New 
.  York,  soars  716  feet  above  the  street  and  offers  spectacular 
Is  in  all  directions. 

booking  north  over  Central  Park  you  can  see  up  the  Hudson 
fer  clear  to  Connecticut.  East  is  Long  Island  Sound;  south, 
flittering  New  York  skyline  and  west,  the  Palisades  and  Ap- 
jchian  foothills. 

nit  more  than  the  views  are  ""the  best  at  Metropolitan  Tower. 
:  apartments  were  designed  with  painstaking  attention  to 
til  and  the  finest  materials  were  used  throughout, 
'ublic  areas  are  beautifully  executed.  The  lobbies  are  soft- 
t,  rich  with  precious  woods  and  Italian  marble.  Leger 
sstries  and  Lalique  style  etched  glass  doors  add  elegant 


touches.  And  there  are  fresh  flowers  everywhere. 

Special  features  at  Metropolitan  Tower  include  a  private  dining 
club  that  offers  breakfast,  lunch,  dinner  and  room  service,  and 
there  is  a  private  fitness  club  with  a  forty  foot  pool.  There  is 
even  a  chauffeurs"  waiting  lounge  in  the  attended  parking  garage. 

And  because  personal  service  is  basic  to  gracious  living, 
Metropolitan  Tower  has  assembled  the  finest  staff  in  New  York; 
beautifully  trained,  pleasant  and  responsive.  It  is  headed  by  a 
French  concierge  and  includes  a  valet  who  w  ill  handle  all  sorts 
of  personal  chores  like  dry  cleaning,  laundry,  taking  packages, 
hiring  extra  help  for  your  parties. 

One,  two,  three  and  five  bedroom  apartments  available  from 
$328,000. 


6  WEST  57  STREET,  NEW  YORK,  N.Y.  ON  SITE  SALES  OFFICE.  BY  APPOINTMENT  ONLY  (212)  432-5700. 

Jder/Developer:  Harry  Macklowe  Real  Estate  Company.  Sponsor:  Carven  Associates,  305  East  46  St.  New  York,  New  York  10017.  Marketing 
1  Sales  Consultant:  M.J.  Raynes,  Inc.  The  complete  offering  terms  are  in  an  offering  plan  available  from  the  Sponsor.  This  offering  is  being 
de  in  New  York  State.  *The  building,  716  feet  tall,  has  66  construction  floors  equivalent  in  height  to  a  78-story  residential  building. 


Oil.  Midland,  Tex.  70.  Married,  4 
sons  in  business.  Stanford  engineer, 
cofounded  BTA  Oil  Producers  1952 
in  La.;  soon  moved  to  Midland. 
Bought  out  partner  "Moose"  Tro- 
baugh  mid-1960s.  Huge  oil,  gas  re- 
serves Tex.,  La.,  Okla.,  N.M.;  be- 
lieved to  have  many  partners.  Still 
drilling.  Founded  Midland  Polo 
Club  1950s,  was  avid  player.  "In  its 
heyday  [early  1970s]  the  best  place 
for  polo  in  Texas."  Built  Midland's 
first  helipad  atop  BTA's  office: 
"With  this,  you  can  leave  in  the 
morning  and  be  back  in  the  eve- 
ning, whereas  you  would  have  to 
drive  for  two  days.  It's  the  best  way 
to  travel  in  an  oilfield."  Worth  at 
least  $200  million. 


Broadcasting.  Champaign,  111.  85. 
Married,  1  son.  Made  name  as  suc- 
cessful lawyer  in  hometown  Cham- 


paign. Helped  launch  local  TV  sta- 
tion 1953;  took  over  in  order  to 
rescue  investment,  eventually  ac- 
quired 100%.  Bought  San  Diego  TV 
station  1964  for  $11  million;  now 
worth  over  $130  million.  Midwest 
Television  now  owns  3  TV  sta- 
tions, 4  radio.  All  acquired  by  early 
1960s.  Local  legend,  chairman  of 
family-controlled  Bank  of  Illinois 
since  1962.  August  fr.  (Chris)  run- 
ning stations  since  1976.  With 
bonds,  San  Diego  real  estate,  net 
worth  over  $200  million.  "I  got  in 
just  as  an  investor." 
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Inheritance,  lawsuits.  Middleburg, 
Va.  and  Emerald  Bay,  Calif.  53. 
Thrice  divorced,  3  sons.  "Joan"  lost 
father  age  2;  raised  close  to  grandfa- 
ther James  Irvine  Jr.:  "He  ran  his 
house  and  his  company  like  a  feu- 
dal court."  J.I.  inherited,  built  Ir- 
vine Ranch:  68,000  prime  acres  Or- 
ange County,  Calif.  At  24  she  in- 
herited 22%;  54%  in  foundation 


run  by  J.I. 's  cronies.  Fought  cronies 
ever  since,  filing  some  20  lawsuits 
against  them.  Joined  Taubman-Al- 
len-Bren  (all  of  which  see)  buyout 
1977,  got  $76  million  cash.  Bren 
bought  control  1983.  Offered  her 
$110  million  for  rest;  she  wants 
more.  "Within  a  lifetime,  if  you  can 
count  real  friends  on  one  hand, 
you're  lucky."  Net  worth  over  $200 
million. 


Publishing.  Lake  Forest,  111.  69. 
Widowed,  2  sons.  Mrs.  CD.  Crain 
Jr.:  Husband  (d.  1973)  founded 
Crain  Communications  1916.  With 
Gertrude  built  venerable  trade 
magazines  Advertising  Age,  Automo- 
tive News-,  20  other  prosaic  trade 
books  (e.g.,  Rubber  &  Plastics  News). 
Also  local  business  papers,  Chica- 
go, Cleveland;  New  York  venture 
launched  1985;  bought,  folded  com- 
petitor, but  still  heavy  losses.  Sons 
Ranee,  48,  and  Keith,  45,  increas- 
ingly handle  operations.  Gertie: 
"I'm  really  just  a  figurehead."  She 
remains  chairman;  with  sons  con- 
trols company  worth  $200  million. 
Ranee:  "I  really  doubt  we'd  get  that 
much  for  it,  but  what  do  we 
know?" 


Easy  In,  Easy  Out  Tennessee 


With  two  major  airline  hub  cities 
and  a  centralized  location,  Ten- 
nessee offers  important  trans- 
portation advantages.  Now  that 
Northwest  Orient  and  American  Air- 
lines have  major  hubs  in  Memphis 
and  Nashville,  you  can  fly  in 
and  out  virtually  any  hour 
of  the  day. 

Tennessee  is  also 
served  by  seven  Inter- 
state highways  and  major 


waterway  systems.  Plus  we  have  ex- 
cellent rail  service.  And  by  placing 
you  within  one  clay's  delivery  of  three- 
fourths  of  the  major  U.S.  markets,  a 
Tennessee  location  can  help  you  cut 
transportation  costs. 
There  are  other 
advantages,  too. 


Things  like  a  right-to- work  law  andi 
skilled  labor  force  motivated  by  a 
powerful  work  ethic.  And  the  fact 
that  there  is  no  personal  income  tax 

Well  gladly  tell  all.  Simply  write 
Mike  DuBois,  Economic  &  Com- 
munity Development,  320  Sixth 
Ave.North,  Suite 802 B, Nashville, 
Tennessee  37219,  or  call  him  at 
1-800-251-8594. 

^T^^ Yesterday's  values.  Tomorrow's  jobs. 

Tennessee 


Standards  set  so  high,  they  soar. 


In  the  world  of  the  professional  business 
klculator,  the  name  the  others  are  judged  by  is 
anon.  And  that's  the  way  it's  been  for  over 
p  years— as  long  as  we've  been  making 
tabulators. 

Our  Professional  Calculators 
re  sleek,  trim— with  weighted 
rid  contoured  keys  for  hours  of 
iDimfortable  operation. 

And  before  they  ever  deliver  the 
M  in  a  long  life  of  totals,  we  make  sure  that 
i  design,  quality  and  performance,  they  meet  our 


goal  of  making  your  office  work  better,  and  your 
office  a  better  place  to  work. 

Call  1-800-323-1000  to  find  out  more 
about  Canon  Professional  Calculators. 
They're  the  better  answer  for  years  to  come 
Because  first,  they  have  to  answer  to  us. 

Where  quality  is  the  constant  factor. 

CP  models  include  |  B  I  I 

p^cpiSS'cp.oob  ELECTRONIC  CALCULATORS 

Canon  U.S.A.,  Inc.,  One  Canon  Plaza  Lake  Success.  NY  11042 


,tc  iA,ith  tho  fannn 


rreriii  Card  Ask  for  details  at  DarticiDatma  Canon  dealers  and  retailers 
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Citrus.  Dade  City,  Fla.  and  High- 
lands, N.C.  86.  Married;  1  son,  1 
daughter.  Georgia  Ford  dealer 
packed  suitcase  into  Model  T, 
headed  to  Fla.  with  $500.  Bought 
first  orange  grove  1 920  (see  also  Ber- 
ry, Griffin).  Now  over  20,000  acres 


The  states  with  the 
largest  concentrations 

of  members  of  The 
Forbes  Four  Hundred: 
New  York  83 
California  51 
Texas  42 
Florida  22 
Illinois  21 
Pennsylvania  15 
Delaware  13 


productive  citrus  groves  in  7  coun- 
ties. Lost  up  to  3,000  acres  to 
freezes,  but  still  expanding:  10,000 
acres  young  groves.  "I've  got  every- 
thing in  the  South  except  for  my 
office  building."  "The  Wheel" 
loves  to  deal,  track  the  commod- 
ities market.  Drinks  little  orange 
juice:  "I'd  rather  sell  it."  Plays  gin 
rummy  with  old  friends  in  garage. 
Despite  down  citrus  market,  net 
worth  should  exceed  $200  million. 


Broadcasting.  North  Miami.  50.  Di- 
vorced, 3  children.  Grandson  of 
Massachusetts  shoe  manufacturer. 
Father  Sydney  joined  business, 
started  buying  Florida  property 
1940s.  With  Wharton-fresh  son  Ed- 
mund (other  son,  Ronald,  has  no 
interest)  bought  control  Miami  TV 


station  (NBC)  1962  for  $3.4  mil- 
lion; now  worth  nearly  $200  mil- 
lion; little  apparent  debt.  Edmund 
took  reins  after  father's  death  1971. 
Majority  interests  in  2  Calif,  radio 
stations;  also  well-hidden  Florida 
real  estate.  Civic-minded,  publici- 
ty-shy, very  low-key:  "And  that's 
the  way  I  like  it."  His  100%  Sun- 
beam TV  Corp.  worth  over  $200 
million;  one-third  held  in  trust. 
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Brothers  and  sister.  Inheritance.  Li- 
gonier,  Pa.  Surviving  adopted  chil- 
dren of  Richard  King  Mellon,  domi- 
nant businessman  in  family  of  his 
generation,  grandson  of  Judge 
Thomas  Mellon  (d.  1908).  R.K. 
guided  family  empire  from  1930s  to 
death  1970.  Seward  (Pross):  44.  Di- 
vorced, remarried;  2  daughters  by 
first  wife.  Trained  in  trust  depart- 
ment Mellon  Bank  after  Susque- 
hanna U.,  now  director;  also  presi- 
dent family  investment  firm,  Rich- 
ard K.  Mellon  &  Sons.  Richard 
(Dick):  47.  Divorced,  remarried;  2 
sons.  Tried  banking,  left  to  pursue 
conservation  and  oceanography. 
Chairman,  Richard  King  Mellon 
Foundation,  family  philanthropic 
organ.  Cassandra  (Mrs.  Edwin  Van 
R.  Milbury)-  46.  Widowed,  remar- 
ried; 2  children  by  first  marriage. 
Active  in  philanthropy,  public  af- 
fairs. Beneficiaries  of  trusts  on 
death  of  father,  mother  Constance 
(d.  1980).  Combined  net  worth  be- 
lieved to  exceed  $585  million.  (See 
also  other  Mellons,  Currier,  May, 
Scaife.) 
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Siblings.  Inheritance.  Great-grand- 
children of  John  Davison  Rockefel- 
ler, founder  Standard  Oil  Trust; 
children  of  philanthropist  John  D. 
Ill  (d.  1978).  John  IV  (Jay):  Washing- 
ton, D.C.  and  Charleston,  W.  Va.  49. 
Married,  4  children.  At  6'6'/2",  Dem- 
ocrat, stands  out  in  Rockefeller 
crowd.  Former  governor  of  W.  Va. 
(1977-84),  despite  opponent  Arch 
Moore's  bumper  stickers:  "Make 
him  spend  it  all,  Arch."  Now  U.S. 
senator  (spent  over  $12  million  on 
race),  rumored  to  think  of  presiden- 
cy. Inherited  father's  love  for  Asian 
culture.  Worked  as  Peace  Corps  ad- 
viser, Appalachian  social  worker. 
On  being  a  Rockefeller:  "I've  never 
felt  uncomfortable  with  it."  Wife  is 
daughter  former  Senator  Charles 
Percy  (R— 111.)  and  board  member 
Corp.  for  Public  Broadcasting.  San- 
dra: Cambridge,  Mass.  51.  Single. 
Reclusive,  dropped  Rockefeller 
name  1959,  furious  to  learn  trust 
not  hers  to  give  away.  Traveled  Eu- 
rope as  "impoverished"  college  stu- 
dent. Hope:  Woodstock,  Vt.  48.  Di- 
vorced, 3  children.  Lives  quietly 
near  one  of  uncle  Laurance's  Rock- 
resorts;  prefers  not  to  use  Rockefel- 
ler name.  Alida  (Mrs.  Mark  Brandt 
Dayton):  Minneapolis.  37.  Married, 
2  children.  Husband  (recently  sepa- 
rated) an  heir  to  Dayton  dept.  store 
fortune  (see  Dayton).  Four  siblings' 
share  in  Rockefeller  fortune  esti- 
mated over  $760  million.  (See  also 
other  Rockefellers,  Thorn.  O  'Neill. ) 


Business,  art,  publishing.  NYC.  73. 
Divorced,  remarried;  4  children. 
Brooklyn-born,  M.D.  at  NYU,  pio- 
neered biological  psychiatry,  diag- 
nostic use  of  ultrasound;  identified 
histamine  as  hormone;  founded 
Creedmore  Institute  Psychological 
Studies.  Owns  several  medical  pub- 
lications; sold  one-third  interest 
Scientific  American  for  $17  million 
1986.  Interests  in  small  pharma- 
ceutical company,  ad  agency,  bank. 
Real  passion,  anchor  of  known  for- 
tune: art.  Collection  of  primitives 
one  of  world's  finest;  Asian  jades 
and  metal  works;  etc.,  etc.  Donated 
galleries  to  Harvard,  Smithsonian. 
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ZE,  IT'S  HOW  YOU  FINISH. 


and  steady.  These  are  the  traits  that  have 
2  us  a  worldwide  leader  in  network 
?ms.  cellular  systems,  information  systems, 
ell  as  wire  and  cable  products.  These  too 
tie  same  traits  that  customers  in  more 


than  100  countries  have  come  to  trust. 

To  find  out  more  about  our  stable  of 
companies,  call  us  at  1-800-331-5215.  (In  Texas 
1-800-642-6039.)  Or  write  Ericsson,  730 
International  Pkwy,  Richardson,  Texas  75081. 

But  hurry.  The  way  we're  running,  the 
race  won't  last  long. 

ERICSSON 

We're  here  when  you  need  us. 


"I  am  interested  in  science  and  art, 
not  money."  Fortune  believed  over 
$190  million. 


Inheritance.  Wayzata,  Minn,  and 
Manalapan,  Fla.  70.  Married,  3  chil- 
dren. Only  child  of  William 
McKnight,  South  Dakota  boy  who 
became  key  executive  in  troubled 
sandpaper  company,  now  Minneso- 
ta Mining  &  Manufacturing.  Died 
1978.  He  and  wife  left  $500  million, 
$340  million  to  foundation  run  by 
Virginia  (see  also  Ordway);  assets 
now  $629  million.  Husband  James, 
70,  rose  to  head  Honeywell,  Inc.; 
also  on  Northwest  Airlines  board. 
Retired,  runs  5  Broadway  fujamcyn 
Theaters.  Together  operate  top- 
class  Tartan  horse  farms  Ocala, 
Fla.;  Lexington,  Ky.:  best  horse  Dr. 
Fager  holds  U.S.  record  for  the  mile. 
With  1  million  shares  3M  stock  up 
40%,  worth  at  least  $190  million. 
"I  don't  go  into  all  those  details." 


3®e/fon  xsCleAetia  fcJitiii&n, 

Ranching,  inheritance.  San  Antonio 
and  La  Pryor,  Tex.  56.  Married,  3 
children.  Cowboy  preppie:  raised 
roping  calves;  Ivy  League  stints.  Un- 
cle Bob  Kleberg,  King  Ranch  patri- 
arch, adopted  him  as  protege,  point- 
edly willed  him  his  boots.  Family 
chose  less  dominant  personality  as 
successor  1974;  "B"  sold  his  12% 
share  to  family  for  $70  million.  Al- 
ready owns  substantial  interests: 
67,000-acre  Chaparrosa  Ranch,  oth- 
er Tex.,  Calif,  land;  15,000  head 
cattle  (champion  Santa  Gertrudis 
breeder);  oil.  Also  60%  San  Antonio 
Hyatt,  rural  banks,  agricultural 
consulting,  part  of  Rockefeller  Cen- 
ter. Director  AT&T,  Campbell 
Soup.  Prefers  home  on  the  range: 
"I'm  just  away  from  the  ranch  tem- 
porarily." Meanwhile,  net  worth 
exceeds  $190  million. 


Leveraged  buyouts.  Morristown, 
N.J.  44.  Married,  3  children.  Toured 
with  rock  band  during  college, 
worked  as  accountant,  set  out  on 
own  1968.  First  venture:  nursing 


home  company;  had  small  fortune 
when  met  William  Simon  (ninth 
see)  1980.  Together  as  Wesray,  Si- 
mon provided  connections,  Ray  be- 
came the  numbers  man.  Engi- 
neered LBOs  to  take  over,  sell  or 
restructure  companies;  hugely  suc- 
cessful. Friction  between  principals 
downplayed  by  Ray:  "Bill  Simon 
and  I  will  be  partners  for  life."  Time 
to  check  pulses:  Simon  in  large  Ha- 
waii S&T  deal  without  Chambers. 
Ray's  share  of  triumphs  to  date  be- 
lieved over  $185  million. 


€\  (-// 

Inheritance.  Oyster  Bay,  N.Y.  58. 
Married,  6  children.  "Mitzi"  one  of 
two  daughters  of  Abby  (Babs) 
Rockefeller  Mauze,  oldest  child, 
daughter  John  Davison  Rockefeller 
Jr.,  heir  to  Standard  Oil  fortune. 
Babs  made  stir  dropping  "obey" 
from  wedding  vows  1925.  Mitzi  ac- 
tive in  social,  philanthropic  causes, 
including  youth  and  family  coun- 
seling. Trustee  Rockefeller  Broth- 
ers Fund,  Colonial  Williamsburg. 
Her  personal  wealth  reportedly 
well  managed  by  husband  George 
D.  O'Neill.  Fortune  estimated  over 
$185  million.  Her  two  nieces,  Lau- 
ra Simpson  Thorn,  Abby  Rockefel- 
ler Simpson,  daughters  of  sister 
Marilyn  Milton  Simpson  (d.  1980), 
believed  to  split  similar  fortune. 
(See  also  other  Rockefellers  ) 


yf.  CJ  t/ftner 

Commodities.  Lake  Forest,  111.  44. 
Married,  2  children.  Grew  up  in 
Sioux  City.  Began  as  runner  on  Chi- 
cago Mercantile  Exchange  mid- 
1960s.  As  clerk,  mistakenly  bought 
100  egg  contracts.  Big  loss  saved  by 
unexpected  rally  in  eggs,  made 
$165,000,  bought  seat  on  Merc. 
Formed  agricultural  commodities 
trading  firm  1969,  bought  control- 
ling interest  1974.  Formed  Refco 
Group  1985:  commodity  futures, 
stock  index  options,  foreign  curren- 
cies, controlling  interest  in  nation's 
largest  cattle  feeding  operation. 
Paid  $525,000  settlement  in  1982  to 
CFTC  for  exceeding  trading  limits. 
Knowledgeable  peers  say  net  worth 
is  far  more  than  $185  million. 
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Real  estate,  media,  manufacturing. 
West  Hartford,  Conn.  57.  Married; 
2  children.  Born  David  Ciesla  in 
Kielce,  Poland,  survived  Holocaust; 
lost  parents,  sister  to  Nazis.  Ar- 
rived U.S.  1946,  spoke  six  lan- 
guages. Worked  as  door-to-door 
salesman;  then,  small-time  con- 
tractor. Developed  shopping  cen- 
ters early  1960s,  Hartford  office 
tower  1970s;  diversified  into  radio 
stations,  1  TV  station  (Memphis), 
cellular  radio,  bank,  stock  portfo- 
lio. Daughter  Cheryl  chief  counsel, 
son-in-law  Roger  Freedman  exec, 
v.p.  Much  spun  off  to  kids  (about 
$100  million  each).  Chase  still  runs 
show,  worth  $185  million.  "Family 
is  the  most  important  thing." 
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Burlington  Coat  Factory  Ware- 
house. Burlington,  N.J.  60.  Married, 
3  sons.  Graduated  NYU.  Followed 
father,  New  York  coat  wholesaler, 
into  business,  bought  failing  Bur- 
lington Coat  Factory  store  1972  for 
$750,000.  Took  chain  of  38  off- 
price  apparel  stores  public  in  1983, 
pocketing  over  $65  million,  kept 
over  60%  of  shares;  now  86  stores. 
Lost  1984  takeover  battle  for  Wash- 
ington, D.C.  chain  Woodward  &. 
Lothrop  to  Alfred  Taubman  (uhicb 
see).  Lives  without  ostentation, 
maintains  small  office;  keeps  fam- 
ily close.  "I'm  fortunate  enough  to 
enjoy  what  I  do — if  you  can  do  that, 
it's  like  always  being  on  vacation." 
Net  worth  is  at  least  $185  million. 


Computers.  Woodside,  Calif.  31. 
Single,  1  daughter.  Left  college  to 
travel,  brief  stint  with  Atari.  Re- 
turned U.S.  1974,  looked  up  friend 
Steve  Wozniak,  designer  Apple  I. 
Woz  and  Jobs  designed  Apple  II  for 
consumers,  formed  Apple  Comput- 
er 1976.  Macintosh  1984  aimed  at 
displacing  IBM  PC.  Bringing  in 
John  Scully  from  PepsiCo  as  CEO 
led  to  fight  for  control,  Jobs'  depar- 
ture 1985.  Has  formed  Next,  Inc., 
designing  "scholar's  workstation" 
geared  toward  universities;  aiming 
to  release  first  product  1987.  Jobs 
also  heads  Pixar  Computers  (high- 
quality  graphics  capability  for 
films).  With  Apple  holdings,  pro- 
ceeds from  sales  of  stock,  Jobs 
worth  around  $185  million. 


Publishing.  Chicago,  Palm  Springs. 
68.  Married,  1  daughter.  Arkansas- 
born  son  of  widowed  housekeeper. 
In  Chicago,  worked  at  insurance 
company  for  $25/week  after  high 
school.  Pawned  mother's  furniture' 
for  $500  to  launch  Negro  Digest  1 942 
(published  to  1982).  Started  Ebony 
1945.  Today  Johnson  Publishing 
also  owns  Jet,  3  radio  stations,  ca- 
ble, Fashion  Fair  cosmetics:  coun- 
try's biggest  black-owned  business 
(see  also  Bern'  Gordy).  Daughter  Lin- 
da, 28,  being  groomed  for  top  spot: 
"She  agrees  with  me  95%  of  the 
time,  so  I  think  she's  smart."  Fa- 
ther likes  to  cook,  prefers  soda  to 
beer.  With  real  estate,  net  worth 
should  exceed  $185  million. 


Vestron,  Inc.  New  Canaan,  Conn. 
43.  Married,  3  children.  Time 
Inc. /HBO  veteran  left  to  form  own 
company  with  video  rights  to 
Time's  film  library.  Rode  VCR 
wave  to  become  leading  indepen- 
dent home-video  publisher:  three 
top-ten  Billboard  hits  in  first  year, 
including  movies  by  Paul  New- 


man, Richard  Pryor  and  Burt  Reyn- 
olds, all  from  Time  vault.  Next 
coup:  Cut  deal  with  fledgling  Orion 
Pictures  1982.  Vestron  went  public 
fall  1985  amid  controversy  on  offer- 
ing price,  Furst's  proposed  cash-out 
of  over  5  million  shares.  After  low- 
er price,  decision  to  hold  all  his 
stock,  has  shares  worth  over  $185 
million.  "I  build  businesses." 


Inheritance.  Terre  Haute,  Ind.  81. 
Widowed,  1  daughter.  Grandfather 
started  Fendrich  Cigar  Co.  1915, 
shut  down  WWII  after  overseas  op- 
erations were  bombed.  Married  An- 
ton Hulman  Jr.  1926  (d.  1977),  ran 
family  wholesale  grocery  business 
Hulman  &  Co.  "Tony"  bought  In- 
dianapolis speedway  for  $750,000 
in  1945.  "The  track  was  bought  in 
the  way  people  buy  polo  ponies." 
Mary  still  chairs  Indianapolis 
Speedway  Motor  Corp.;  also  con- 
trols Wabash  Valley  Broadcasting 
Corp.  (2  TV  stations,  2  radio,  ac- 
quiring additional  TV  station). 
With  real  estate,  investments,  net 
worth  at  least  $180  million.  Most 
public  moment — when  she  opens 
annual  Indy  500  race:  "Gentlemen, 
start  your  engines." 


Arbitrage,  investments.  Minneapo- 
lis. 45.  Married;  1  son,  4  daughters. 
Son  of  Russian  immigrant  on  Min- 
neapolis' north  side.  College  drop- 
out; apprenticed  in  family's  grain- 
bag  business.  Gained  local  notori- 
ety as  shrewd  trader  of  closed-out 
merchandise.  Acquired  Grain  Belt 
Breweries  1975.  As  beer  profits  flat- 
tened, liquidated  assets,  made  $4 
million:  "Irv  the  Liquidator." 
Bought  control  Minstar  1978.  Main 
vehicle  for  greenmail — Pabst,  RCA, 
Kaiser  Steel,  et  al.  Once  kept  Mick- 
ey Mouse  phone  behind  desk  as  me- 
mento of  $30  million  made  from 
Disney  raid.  Business  partner  is 
Minneapolis  investor  Carl  Pohlad 
(which  see).  Net  worth  believed  over 
$180  million.  "I'm  not  out  to  con- 
quer the  world." 


Rock  'n'  roll,  TV.  Mahbu  and  NYC. 
56.  Twice  divorced,  remarried;  3 
children.  Philadelphia  disk  jockey, 
owes  start  to  Bob  Horn.  Got  ABC  to 
run  American  Bandstand  1957.  Be- 
came hitmaker  ("It's  got  a  good 
beat,  and  you  can  dance  to  it")  with 


Vbrld's  most  comfortable 
lacks — anywhere ! 


tyled  in  pure  wool. 

u  re  in  a  tough  new  ballgame  e\er\ 
y  In  and  out  of  the  office  you  always 
ay  for  keeps.  You  deserve  the  comfort 
Sansabelt.  Only  Sansabelt  slacks 
\e  the  famous  patented  waistband, 
u  get  legendary  comfort  along  with 
?at  style  and  the  wonderful  quality 
pure  wool. 

ANS&BELT 
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Business  Week  Inter- 
national. The  leader  in  cost- 
efficiency  in  reaching  Senior 
and  Chief  Executives  in  Europe 
and  Asia. 

Five  world-respected  in- 
dependent surveys  prove  it. 

So  when  you  plan  your 
media  schedule,  plan  to  use 
Business  Week  International. 

The  world's  only  inter- 
national business  news  weekly. 
Delivering  an  international  audi- 
ence of  top  management  exec- 
utives. 
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BusinessWeek 


AFRESH 
START  FOR 


Cheaper  oil  is  only  part  of  it  A  new 
breed  of  executive  is  already  pro- 
pelling the  Continent  out  of  the 
economic  doldrums.  Freed  from  past 
dogmas,  thriving  on  risk  and  fresh 
investment,  they  are  reviving  old 
companies  and  putting  their  stamp  on 
new  ventures.  The  critical  question: 
Can  business  and  government  put  it 
all  together  this  time? — . 
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iterests  in  many  songs  plugged  on 
ir;  forced  to  sell  music  companies 
1  1960  payola  scandal.  Dick  Clark 
roductions  now  170  hours/year 
V  programming:  awards  shows, 
iade-for-TV  movies,  TV's  Bloopers, 
fee.:  "I  don't  make  culture.  I  sell 
:."  Also  majority  United  Stations 
.adio  Networks.  "America's  Old- 
st  Living  Teenager":  "It  would  be 
ice  to  be  allowed  to  age  graceful- 
y."  Net  worth  over  $180  million. 
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leal  estate.  San  Diego,  et  al.  60. 
"wice  divorced,  remarried;  3  chil- 
jen.  Delivered  groceries  age  9  on 
Chicago's  North  Side  during  De- 
gression; later  clerked  after  school, 
weekends.    College    on  football 
'cholarship.  Carpentry  led  to  con- 
truction;  developed  in  Chicago, 
hen  moved  west  1953.  Built  over 
i  1,000  "affordable"  units,  mostly 
n  Calif,  under  Riderwood  name. 
Labor  of  love:  San  Diego's  posh  Ho- 
I  el  del  Coronado,  worth  over  $150 
jnillion;  constant  renovation:  "If  I 
'lon't  hear  the  hammers,  some- 
hing's  wrong."  Also  Palm  Springs 
lacquet  Club,  large  stock  and  bond 
portfolio,  other  real  estate.  Net 
ivorth  at  least  $180  million. 
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Motown  Record  Corp.  Los  Angeles. 
56.  Twice  divorced;  6  children. 
High  school  dropout,  briefly  feath- 
erweight boxer.  Opened  first  record 
store  1953,  bankrupt  1955.  Bor- 
rowed $700  from  family,  founded 
Motown  Records  1959  in  Detroit 
office.  Slept  upstairs,  produced  rec- 
ords downstairs.  First  million  sell- 
er: "Please,  Mr.  Postman."  Since, 
over  100  No.  1  hits.  "All  our  rec- 
ords had  to  be  hits  because  we 
couldn't  afford  flops."  Thrived  on 
"Detroit  sound":  Diana  Ross,  the 
facksons,  Stevie  Wonder.  Moved  to 
LA,  started  film  business  early 
1970s.  Motown  revenues  now  near 
$150  million.  With  copyrights,  mu- 
sic publishing,  net  worth  should 
exceed  $180  million. 
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Investments.  Far  Hills,  N.J.  77. 
Widowed,  remarried;  2  children  by 
first  wife.  Father  Clarence  (d.  1979) 
Wall  Street  power,  Morgan  nemesis 


Surprising  PPG: 

Better  total  return  to  investors 
than  some  big  names. 

Total  Return  to  Investors*  (1975-85  Average) 


Since  1975,  PPG  Industries  has  had  a 
higher  average  total  return  to  investors  than 
Dow  Chemical,  Procter  &  Gamble,  IBM, 
Hewlett-Packard  or  GE* 

Surprising?  Perhaps.  But  successful 
performance  has  always  been  a  PPG  hallmark. 

And  our  plans  for  the  future  are  no  less 
surprising. 

If  you'd  like  to  find  out  more,  just  complete 
and  mail  the  coupon  to  receive  our  brochure, 
"Quality  Growth  for  the  Decade  Ahead." 

Or  call  James  F.  Compton,  Director  of 
Investor  Relations,  at  (412)  434-2120. 
We  had  to  work  hard-and  smart— to 
achieve  our  success.  Because 
the  competition  has  never 
been  tougher. 


PPG  Industries,  Inc. 

Corporate  Communications  Department  LCM  33 
One  PPG  Place,  Pittsburgh,  PA  15272 

I  want  to  know  where  PPG  Industries  is  going.  Please 
send  me  your  financial  brochure. 


Name. 


Company. 
Address  


City  

[  1  Individual  Investor 


.State. 


.Zip. 


□  Institutional  Investor 


[  J  Broker 


•According  to  FORTUNE  magazine,  based  on  annually  compounded  averages-including 
both  stock  price  appreciation  and  dividend  yield  when  reinvested  on  payable  dates. 


1920s;  president  of  what  became 
Dillon,  Read  &  Co.  Son  Doug  Dil- 
lon ambassador  to  France  1953-57, 
Treas.  Sec.  1961-65.  Longtime 
chmn.  (to  1983)  Met.  Museum  of 
Art  during  large-scale  expansion. 
Confidant  of  Rockefellers.  Sold  in- 
terest in  Dillon,  Read  to  Bechtels 
(which see)  in  1 98 1 .  Liquidated  33%  - 
owned  U.S.  &  Foreign  Securities 
1984.  Daughter  Joan,  Duchesse  de 
Mouchy,  runs  family-owned  Cha- 
teau Haut-Brion  vineyards.  Net 
worth,  including  securities,  real  es- 
tate, believed  over  $180  million. 


Entrepreneur.  LA,  NYC,  Moscow. 
88.  Twice  divorced,  remarried;  1 
son  by  first  wife.  Bronx-born  to 
Russian  immigrants.  Father  active 
in  Socialist  Labor  Party;  young  Ar- 
mand  to  Russia  after  med  school 
1921,  traded  grain  for  gems,  furs, 
Soviet-granted   pencil  monopoly. 


Friendship  with  Lenin  preserves 
ongoing  Russian  entree.  Returned 
with  millions  in  art.  Sold  liquor, 
cattle,  oil  and  gas.  Bought  frail  Oc- 
cidental Petroleum  after  brief  re- 
tirement 1950s.  Now  over  $14  bil- 
lion sales.  "Knowing  top  leaders 
pays  off  if  you  have  problems  with 
bureaucrats."  Tired  of  questions 
about  Arm  &  Hammer  baking  soda, 
purchased  piece  of  manufacturer 
Church  &  Dwight  1986.  Doesn't 
like  talking  about  retirement.  With 
art,  Occidental  stock,  other  hold- 
ings, net  worth  believed  over  $180 
million.  "I'm  worth  plenty." 


Partners.  Leveraged  buyouts.  Je- 
rome Kohlberg  left  Bear,  Stearns 
1976  with  George  Roberts  to  estab- 


lish LBO  firm.  With  Roberts'  cous-j 
in  Henry  Kravis,  brother-in-law( 
Robert  McDonnell,  run  Kohlberg 
Kravis  Roberts,  voracious  acquirer) 
of  companies:  Beatrice  Cos.  take- 
over in  1986  was  the  largest  ($6.2 
billion)  such  deal  ever;  now  liqui- 
dating brand-name  (Tropicana„ 
Wesson,  et  al.)  colossus;  it  was 
KKR's  first  hostile  leveraged 
buyout.  Also  Storer  Communica- 
tions, troublesome  Union  Texas 
Petroleum  1985.  Collects  fees  for 
management;  maintains  "Garbo- 
like  secrecy."  Jerome:  Westchestet 
County,  N.Y.  61.  Married,  children. 
"Patriarch"  of  firm;  pioneered  le- 
veraged buyouts.  Son  James  KKR 
executive.  Henry:  NYC.  42.  Di- 
vorced, remarried;  3  children.  Tul- 
sa-born  son  of  oil  geologist.  Most 
accessible  of  partners.  Collects  art, 
on  board  of  New  York  City  Ballet. 
"Management  buyouts  are  very 
good  for  corporate  America.  What 
is  wrong  with  a  management  mak- 
ing a  lot  of  money?"  George:  Sam 
Francisco.  43.  Married,  3  children. 
Worked  under  Kohlberg  at  Bear, 
Stearns.  Oversees  West  Coast  oper- 
ations. Each  partner  is  worth  over 
$180  million.  McDonnell  also  has- 
mterest. 


The  total  estimated  net 
worth  of  The  Forbes 
Four  Hundred  is  $  156 
billion.  In  comparison: 
Total  federal  "safety  net" 
1986  budget  (welfare, 
food  stamps, 
unemployment, 
housing,  etc.; 
excluding  Social 
Security):  $  151  billion 
Total  assets  Citicorp: 
$183  billion 
GNP  of  Mexico: 
$158  billion 
Estimated  1986  federal 
budget  deficit: 
$202  billion 
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ttUSE  TEXAS  HAS  never  tried  to 
ate  itself  from  its  past  or  from  its 
jre,  it  has  already  changed  more 
n  most  states. 

vs  Dr.  Harry  Ransom,  native  Tex- 
and  chancellor  of  the  University 
"exas  System  for  ten  years,  wrote, 
le  state  is  prodigal  of  natural  re- 
irces,  jealous  of  its  name,  confi- 
lt  of  the  present,  willing  to  gam- 
on  the  future." 

OU  WANT  A  GLIMPSE  into  the  2 1  st 
ltury,  look  at  Texas  today.  In  the 
t  half  of  this  decade,  Texas  grew 
more  than  two  million  people. 


There  are  28  metropolitan  areas  and 
ten  cities  with  more  than  100,000 
residents.  The  state's  16  million- 
plus  population  is  still  growing  and 
expected  to  be  second  largest  in  the 
nation  by  the  year  2000. 

This  is  where  the  high-tech  maver- 
icks roam;  the  bio-medicine  explor- 
ers; the  scouts  on  the  trail  of  the 
fifth-generation  computer. 

A  young  population,  most  Texans 
are  aged  25-29;  well  under  the  na- 
tional average  and  at  the  heart  of  the 
youthful,  urban  market. 

Putting  astronauts  on  the  moon, 


refining  heart  transplants  to  a  fine 
art,  producing  honey  for  foreign  mar- 
kets— Texans  are  doing  it  all.  The 
Texas  entrepreneur,  the  Texas  can- 
do  spirit,  and  the  Texas  pro-business 
climate  are  partners,  proud  partners 
joining  forces  to  pull  Texas  up  by  its 
own  bootstraps. 

THIS  PARTNERSHIP  COMMITMENT  is 
clear  when  business  and  govern- 
ment leaders  convene.  Under  the 
leadership  of  the  Texas  Economic 
Development  Commission,  23  of 
these  leaders  discussed  their  views 
of  where  Texas  is  today. 
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Texas  Economic  Summit  Participants:  (Seated  left  to  right) 
Clayton  Williams,  Donald  J.  Zahn,  Andy  Elliott,  Jared  Haze  Ron, 
Jim  Smith,  Robert  C.  Kelly,  Joe  Fulton;  (standing  left  to  right) 
Ted  Sparr,  Bob  Glazer,  David  Brandon,  Haskell  Monroe. 


The  Economic  Summit  Roundta- 
ble  took  place  in  Austin  on  Septem- 
ber 4.  Speaking  on  behalf  of  their 
industries  and  organizations  were: 


Kent  Anderson,  President,  Allied 
Bank  Corporation 
Cathy  Bonner,  President,  Bon- 
ner Incorporated 
George  Bristol,  President,  Bris- 
tol &  Associates 

Stephanie  Coleman,  President, 
San  Antonio  Economic  Develop- 
ment Foundation 
Clif  Drummond,  Executive  Assis- 
tant, Office  of  the  Governor 
Andy  Elliott,  President,  Repub- 
licBank  Austin 

Robert  Floyd,  President,  Texas 
Motor  Transportation  Association 
Joe  Fulton,  President,  Durden  & 
Fulton,  Incorporated 
Bob  Glazer,  Vice  President  of 
Operations,  Southwestern  Bell 
Hector  Gutierrez  Jr.,  Public  Af- 
fairs Director,  Southwestern  Bell 
Telephone 

H.  Dane  Harris,  President,  Texas 
Association  of  Business 
Dr.  Jared  Hazelton,  President, 
Texas  Research  League 
Dr.  Jay  Kayne,  Deputy  Executive 
Director,  Texas  Economic  Devel- 
opment Commission 
Robert  C.  Kelly,  President,  Gen- 
eral Packaging  Equipment  Com- 
pany 

Dr.  Haskell  Monroe,  President, 
University  of  Texas  at  El  Paso 
The  Honorable  Ann  Richards, 
State  Treasurer 

Jim  Smith,  Chief  Financial  Offi- 
cer, Tracor,  Incorporated 
Dr.  Ted  Sparr,  Robotics  Depart- 
ment, University  of  Texas  at  Ar- 
lington 


(Seated  left  to  right)  Larry  Temple, 
John  Vlcek,  George  Bristol,  Kent  Anderson, 
Hector  Gutierrez,  Ralph  Thomas; 
(standing)  Stephanie  Coleman. 


(Standing  left  to  right)  H.  Dane  Harris, 
Cathy  Bonner,  Robert  Floyd;  (seated  left  to 
right)  Ann  Richards,  Clrf  Drummond. 

■  Larry  Temple,  Chairman,  Texas 
Select  Committee  on  Higher 
Education 

■  Ralph  Thomas,  Senior  Vice  Pres- 
ident, Fayez-Sarofim  Company 

■  John  Vlcek,  Assistant  Commis- 
sioner, Department  of  Agricul- 
ture 

■  Clayton  Williams  Jr.,  President, 
ClayDesta  Communications  Cor- 
poration 

■  Donald  J.  Zahn,  Partner,  Akin, 
Gump,  Strauss,  Hauer  &  Feld 

Dr.  David  Brandon,  Executive  Di- 
rector of  the  Texas  Economic  Devel- 
opment Commission  and  a  "trans- 
planted Texan,"  led  the  roundtable 
discussion.  Following  are  some  of 
the  comments  by  participants: 

Brandon:  I  came  to  Texas  in  1985, 
and  I  have  found  a  yearlong  series  of 
very  pleasant  surprises  here.  When 
you  grow  up  on  the  East  Coast  as  I 
did,  you  tend  to  think  of  Texas  as 
cowboys  and  tumbleweeds.  Obvi- 
ously, that's  not  a  very  accurate  pic- 
ture of  Texas  today.  This  is  a  major 
industrial  state,  with  a  $300  billion 
economy.  What  makes  Texas  so  at- 
tractive to  business? 
Richards:  For  one  thing,  it's  the  sheer 
size  of  Texas.  Until  you've  cam- 
paigned across  this  state,  you  have 


no  idea  how  big  it  is.  Diversity  is « 
of  our  greatest  assets — and  one 
our  greatest  challenges.  Texas  is  I 
five  different  states,  not  just  in  si 
but  in  geography,  in  topography, 
its  people,  in  its  natural  resour 
. .  .  everything  is  here.  That  make 
difficult  to  market,  but  it's  a 
attraction  for  business. 
brandon:  Maybe  that  diversity  is  c 
reason  there  is  so  much  confus 
about  the  Texas  economy  right  n 
glazer:  Texas  has  always  had  \ 
visibility,  and  right  now  the 
price  drop  has  helped  paint 
economic  situation  a  lot  blea 
than  it  really  is. 

wiluams:  When  we  get  past  1 
bump  in  the  oil  business,  mi 
companies  are  going  to  enjoj 
growth  period.  My  exploration  cc 
pany  is  15  to  20  percent  of  the 
that  it  was.  We've  cut  back  peo| 
but  we're  profitable.  And  we  hav 
vast  wealth  of  geological  informat 
that  was  generated  during  the  bo 
period  that  we've  bought  at  barge 
basement  prices.  Our  whole  indu; 
has  about  a  two-year  start  on  g 
physics  and  in  training  engine 
and  geologists.  Every  company  i 
kept  its  best  people  and  the  in' 
structure  is  there.  The  industry 
changed  forever,  but  we're  on 
way  back. 

hazelton:  If  you  listen  to  the  press 
would  seem  we're  in  a  major  depr 
sion.  They  write  stories  about 
we've  lost  120,000  jobs.  Whattl 
forget  to  say  is  that  from  1985  to 
we  created  110,000  new  jobs 
other  industries.  A  net  loss 
10,000  jobs  is  a  very  small  perce 
age  of  our  eight  million  employm 
base. 

HARRIS:  And  with  the  banking  \i 


In  1835,  Santa  Anna's  army  demanded 
the  return  of  a  small  brass  cannon  from  the 
people  of  Gonzales. 

So  theTexans  let  them  have  it.  One  ball 
at  a  time.  In  what  became  the  first  shots 
of  the  Texas  Revolution. 

Only  inTexas  could  a  little  cannon 
make  such  a  big  noise. 
The  good  things  in  life  stay  that  way. 

t  <Dewar's 
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"To  paraphrase 
Mark  Wain. 


'Tree  reports  of  Texas' 


demise  have  been 


greatly  exaggerated.1 " 


DRUjUMOND 


being  changed,  we'll  see  more  capi- 
tal formation  to  develop  new  busi- 
nesses, which  produce  new  jobs.  In 
1985,  Texans  committed  more  than 
$824  million  in  venture  capital.  Our 
32,000  wholesale  businesses  ac- 
count for  10.3  percent  of  total  U.S. 
revenues. 

Elliott:  Everyone  thinks  Texas  lives 
and  dies  on  petroleum.  But  the  truth 
is,  oil  and  gas  represent  only  16 
percent  of  the  Texas  economy.  In 
fact,  95  percent  of  the  state's  work 
force  is  actively  engaged  in  indus- 


...  ta  HI  "it1":". 


The  Dallas  skyline  reflects  the  modern  architecture  and  pro-business 
environment  of  one  of  the  nation's  fastest  growing  areas. 


TEXAS  TOURIST 


tries  other  than  petroleum-based  in- 
dustries. 

vlcek:  Agriculture  is  going  through  a 
fundamental  restructuring,  too.  In 
the  fields,  Texans  account  for  the 


First  Choice  of  CEO's. 


It  makes  sense.  Good  business  sense. 
The  Lancaster  is  right  in  the  heart  of  the  financial  and  theatre 
district.  .  .  with  the  kind  of  personal  sen  ice.  warmth  and 
charm  that  only  a  93-room  hotel  can  proi  >ide.  Complimentary 
limousine  throughout  downtown,  but  you  can  walk  to  Texas 
Commerce  Tower,  Pennzoil  Place,  Republic  Hank  Center.  Shell 
Plaza.  Plus  full  health  club  facilities,  mobile  phones,  in-room 
computers.  And,  most  of  all,  a  staff  dedicated  to  your  personal 
service.  So  you  can  keep  your  mind  on  business 


s  LANCASTER® 


701  Texas  Avenue  •  Houston.  Texas  ' 
Outside  Texas  1  -800-23 1-0336 
Member  Small  Luxury  Hotels       A  Lancaster  Group  Hotel 


002  •  713/228-9500 
Telex  790-506 


country's  second  highest  farm 
come,  closing  in  on  $12  billion 
nually.  Texas  has  always  sold 
food  products  and  bought  back 
cessed  food  products.  Now  we're 
cusing  on  processing  here.  Cap 
ing  just  one  percent  more  of 
nation's  food-processing  market 
add  another  $3  billion  in  sales, 
billion  in  economic  impact 
90,000  jobs.  We  recently  partici| 
ed  in  dedicating  a  new  aquacull 
facility    for    producing  redfis 
there's  a  tremendous  market  for  i 
fish  and  a  limited  natural  sup 
So,  we're  helping  small  busines 
and  entrepreneurs  make  the  tra 
tion  to  commodities  that  are  in  si 
supply.  Agriculture  will  be  a  fat 
for  economic  expansion  in  this  stj 
brandon:  What  do  you  foresee  in  te 
nology  manufacturing  in  the  m 
and  mid-term? 

temple:  We're  moving  away  from 
oil-and-gas  dominated  economy 
the  information  age,  and  the  wa; 
make  that  change  is  through  edi- 
tion. The  business  and  polit 
leaders  of  Texas  recognize  this, « 
we've  made  great  strides  in  impi 
ing  our  public  education  at  ev 
level.  There's  a  renewed  empru 
on  higher  education,  because 
want  to  provide  trained  technici 
to  support  these  new  industries. 
kayne:  That's  why  we  spend  m 


A  world  of  comfort 
for  the  corporate  world 


Its  comfort  is 
greater  than  ever.  It 
goes  farther,  with 
a  smoother  ride. 
Everything  from 
four-blade  rotor  to 
three-point  landing 
gear  tells  the  corpo- 
rate world:  This  is 
the  reward  for  think- 
ing big. 

Bell  412ESP: 
an  airborne  board- 
oom  than  can  be  furnished,  decorated  and  ap- 
pointed in  a  way  that  reflects  your  corporate  style. 
ATiich  is  exactly  how  vou  arrive. .  .in  executive  style. 
Convene  a  meeting  en  route  to  the  destination, 


flying  over  the  traffic  jams  at  speeds  up  to  160  mph. 
It's  quiet. .  .a  beautiful  ride  by  any  measure. 

The  trip  is  even  more  comfortable  when  vou 
remember  this  is  a  proven  helicopter,  built  by  the 
world's  most  experienced  helicopter  manufacturer. 

For  even  greater  assurance,  the  412ESP  flies 
with  Pratt  &  Whitney  PT6T-3B  Twin  Pac®  turbines 
—  a  proven  power  plant  with  almost  eight  million 
hours  of  experience. 

Finally  the  Bell  412ESP  is  backed  by  the 


world's  biggest  and  best  service  and  support. 

For  more  information  on  a  Bell  412ESP,  or  our 
complete  line  of  new  or  used  Bell  helicopters,  call  or  write 
Jim  Hamilton,  Vice  President,  Commercial  Marketing, 
Bell  Helicopter  Textron  Inc.,  Dept.  564,  Box  482, 
Ft.  Worth,  Texas  76101,  (817)  280-8200. 


1986  Bell  Helicopter  Textron  Inc. 


The  future  is  ours  by  design. 

Bell  Helicopterhi^  li:  I 


A  Subsidiary  of  Textron  Inc. 


ADVERTISEMENT  6 


MEETING  ITS  CHALLENGE  :TBX3S 


than  half  of  our  state  budget  on  edu- 
cation ...  to  make  sure  our  155 
colleges  and  universities  and  500 
trade  and  technical  schools  have  the 
fuel  for  the  next  economy — brain- 
power. 

s«rm:  Of  course,  technology  and 
technology  manufacturing  have  con- 
tinued to  grow  in  Texas  for  a  consid- 
erable time.  We  have  over  7,500 
new  technology  businesses,  with  an 
average  of  450  new  firms  entering 
the  arena  every  year.  The  key  is  edu- 
cation and  research,  and  Texas  is 
placing  the  emphasis  on  public  and 
higher  education  and  funding  that 
educational  engine,  which  ultimate- 
ly drives  the  technology  industry. 
Most  people  don't  know  our  public 
and  private  universities  undertake 
nearly  half  a  billion  dollars  of  re- 
search and  development  activity 
each  year. 

brandon:  We're  seeing  stronger  and 
stronger  links  between  business  and 
industry,  and  our  colleges  and  uni- 
versities. How  will  that  foster  eco- 
nomic development? 
sparr:  Our  state  and  private  universi- 


"If  you've  read  that 


book,  Tough  Times 


Never  Last,  Tough 


People  Do,  you  know 


how  I  feel  about  Texans. 


We're  tough — and 


we're  going  to  last!" 


ROBERT  FLOYD 


ties  are  very  strong.  They  are  in  an 
earlier  stage  of  development  than 
those  in  California  or  Massachu- 
setts, but  the  potential  is  even  great- 
er than  in  other  states. 

In  Texas,  each  university  picks 
areas  of  concentration  that  make 
sense  for  its  part  of  the  state  and  its 
people.  At  Arlington,  we  started  the 
Institute  for  Advanced  Robotics  Re- 
search last  year.  Our  mission  is  to 
make  Texas  a  manufacturing  and  ro- 
botics center  for  the  nation.  We  al- 


ready have  two  companies  loc 
there,  and  we've  generated  over 
a  million  dollars  in  revenues.  Fa 
ty,  students  and  industry  profess 
als  work  together — that  facilit 
the  transfer  of  technology.  As  pe< 
rotate  back  into  industry  positi< 
they  understand  that  the  techno 
is  readily  available.  This  apprc 
makes  a  lot  of  sense  for  the  state 
it's  a  strong  point  in  the  way 
educational  system  works. 
monroe:  We  started  the  Institute 
Advanced  Manufacturing  bees 
El  Paso  is  a  manufacturing  reg 
The  Institute  will  work  with  pec 
on  our  side  of  the  Rio  Grande  an  I 
Mexico.  We've  created  a  consort 
where  faculty  and  graduate  stude 
literally  work  inside  the  plantsj 
solve  real-world  problems.  TweJ 
four  major  corporations  are  invol1 
and  we've  already  raised  a  coupll 
million  dollars  to  support  the  | 
gram.  The  university  is  workings 
the  Chamber  of  Commerce  to  bi 
new  industry  to  our  community. 
drummond:  One  of  our  greatest  a" 
butes  is  our  ability  to  form  parti 


The  Lifestyle 

Discover  a  city  where  business  truly  com 
to  life.  San  Antonio. 

Here  you'll  find  a  unique  style  of  liv 
ing.  Enjoy  lunch  with  the  Symphony.  Oi 
take  a  leisurely  stroll  along  the  Riverwall 
San  Antonio  is  a  place  where  you 
and  your  employees  can  thrive  and  grow 
Yet  still  enjoy  a  host  of  cultural  and  rec- 
reational pursuits. 

Take  a  closer  look  at  the  city  of 
tomorrow.  And  experience  San  Antonio. 
The  Energy.  The  Growth.  The  Lifestyle. 


I  The  Good  Life  for  Business. 

To  find  out  more,  contact  Stephanie  Coleman, 
President,  San  Antonio  Economic  Developmer 
Foundation,  Department  AF,  P.O.  Box  1628, 
San  Antonio,  TX  78296.  (512)  226-1394. 


There  are  a  lot  of  misconceptions  about 
irexas.  We'd  like  to  clear  up  a  few. 

For  instance,  Dallas,  the  home  of  legend- 
iry  oil  man  *J.R./  has  no  working  oil  wells. 

In  San  Antonio,  you'll  find  the  hardest 
vorking  horses  aren't  on  the  range  but  on 
he  polo  field . 

And  in  Austin,  you're  more  likely  to 
ind  people  running  computers  than  you 
/vould  running  cattle. 

Texas  is  a  place  where  myths  die  hard, 
'robably  because  no  other  state  has  come 
hrough  so  much  adversity  in  its  short  his- 
ory  But  it's  been  the  struggle  against  adver- 
sity thafs  made  Texas  strong. 


At  RepublicBank,  we're  proud  to  have 
played  a  part  in  the  growth  of  Texas  and  the 
Southwest  region.  And  we  invite  you  to  get 
to  know  us  better. 

Because  in  a  place  as  misunderstood  as 
Texas,  it  helps  to  have  someone  who  knows 
it  well.  Someone  who  can  help  you  separate 
myth  from  reality. 

For  a  copy  of  our  latest  Annual  Report, 
write  RepublicBank  Corporation,  RO.  Box 
660020,  Dallas,  TX  75266-0020. 

RepublicBank 

Together  we  make  it  happen. 


We  can  steer  you  clear  of 
more  thanoneTexas  myth. 
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Emerging  technologies  exist  in 
partnership  with  agriculture  and  petro- 
leum industries  in  the  Davis  Mountains. 

ships  to  solve  problems.  A  good  ex- 
ample is  the  way  we  worked  together 
to  bring  MCC  to  Austin.  (MCC  is  the 
national  consortium  of  21  corpora- 
tions for  advanced  microelectronics 
and  computer  research.)  The  day  af- 
ter the  finalist  cities  for  the  MCC 
facility  were  announced — and  one  of 
those  was  Austin — San  Antonio  was 
in  Austin  asking  what  it  could  do  to 


help.  Cities  from  all  over  the  state 
contributed  money,  time  and  talent, 
and  the  public  and  private  sectors 
both  made  major  commitments  to 
get  MCC  to  Texas.  But  Texas  went 
further.  Texas  made  commitments 
to  invest  in  itself.  We  recognized 
that  MCC  wanted  to  locate  in  an  area 
that  was  at  the  forefront  of  the  sec- 
ond tier  of  research  activity,  with  the 
potential  to  grow  into  that  first  tier 
with  Stanford,  MIT,  Carnegie-Mel- 
lon and  other  internationally  re- 
nowned R&D  centers.  When  MCC 
decision-makers  saw  the  commit- 
ment Texas  was  making  to  research 
and  education,  they  chose  Austin.  It 
was  a  hands-down  decision  for  the 
future  of  Texas. 

monroe:  Remember,  Texas  is  a  young 
state.  We  have  lots  of  students  who 
are  first-generation  college  stu- 
dents. And  20  years  from  now  the 
amount  of  well-educated  people 
working  in  business  and  industry 
here  will  be  top  of  the  market.  That 
makes  this  state  an  excellent  invest- 
ment for  long-term  return. 
thomas:  We've  also  had  a  lot  of  lead- 


ership from  our  two  leading  unive 
ties.  The  University  of  Texas  is 
most  heavily  endowed  universit 
the  country.  Three  years  ago,  a  fi 
drive  raised  over  $55  million  for 
ulty  chairs.  Then,  UT  had  50 
dowed  chairs;  now  it  has  850.  Te 
A  &  M  has  world-class  status  in  a 
culture  and  engineering,  anc 
strong  base  of  support  from  its  all 
ni.  That  kind  of  educational  and 
search  excellence  all  across 
state  will  form  the  basis  for  our 
versification. 
Brandon-.  Another  area  that  seem: 
be  part  of  Texas'  diverse  econoi 
base  is  its  focus  on  internatic 
business.  How  do  you  see  that  de' 
oping? 

zahn:  I  think  the  international 
ketplace  is  going  to  be  exceedir 
important.  Texas  has  git 
strengths — the  work  ethic,  trem 
dous  market  potential,  educat 
and  research  second  to  none,  a 
vorable  business  climate,  h2 
working  people,  new  banking  lej 
lation.  We  have  the  most  sta 
country  in  the  world.  And  we  hav 


Jean-Michel  Jarre's  "Rendezvous  Houston"  Laser  Light  Show  &  Concert.  Houston— April  5,  1986. 


Our  future  has  never  looked  brighter. 

On  a  warm  spring  night,  more  than  a  million  people  from  all  over  the  Houston/Gulf  Coast  area  gathered  to  celebrate  tto 
past  and  future.  The  spirit  was  one  of  joy  and  immense  pride.  If  your  business  would  thrive  on  this  kind  of  communi 
spirit,  call  our  Economic  Development  team.  They'll  provide  information  on  site  recommenda- 
tions,  financing  assistance,  energy  and  utility  services,  transportation  facilities,  tax  structures  r^$iKv\cip\  The  Ligl 
and  incentives,  labor  analyses,  and  detailed  profiles  on  over  30  communities.  Contact  Dudley  COmpait' 
Van  Ness,  Houston  Lighting  &  Power,  P.O.  Box  1700,  Houston  TX  77001  (713)  623-3380.  Houston  Lighting  &  Powi 


rANDY.. Better  Again: 

The  New 
Tandy  3000  HD 

A  powerful  workstation 
with  networking  and 
multiuser  capacities* 


le  3000  HD  is  compatible  with 
IBM  PC/AT®,  offers  greater  hard 
(storage  (40  megabytes  vs.  the 
kT's  30),  yet  is  priced  at  only 
|9  (vs.  $5295  for  the  PC/AT). 

Itsed  on  the  16-bit  Intel  80286 
Iroprocessor,  the  Tandy  3000  HD 
4001)  operates  at  8  megahertz — 
t  greater  than  the  industry  stan- 
[.  The  Tandy  3000  HD  features 
■C  main  memory  and  a  high- 
city  5'/»"  slim-line  floppy  disk 
i  which  has  been  designed  to 
both  1.2-megabyte  and  360K 
»ats,  allowing  it  to  run  either  IBM 
|\T  or  IBM®  PC  software. 

le  high-performance  design  of 
3000  HD  makes  it  a  natural  for 
fin  a  local  area  network  such  as 
Met®.  ViaNet  can  link  together 


multiple  MS-DOS®  computers  into  a 
powerful  office  automation  system. 

The  Tandy  3000  HD  also  uses  the 
forthcoming  XENIX®  System  V 
multiuser  operating  system.  Up  to 
five  users  with  low-cost  display  ter- 
minals are  capable  of  tapping  the 
power  of  the  Tandy  3000 — 
permitting  each  to  work  indepen- 
dently on  such  projects  as 
accounting,  word  processing  and 
electronic  filing.  Each  remote  user 
has  all  the  power  of  a  fully  confi- 
gured computer  system  ...  for  the 
price  of  a  terminal. 

The  Tandy  3000  HD  is  quality- 
designed  and  built  by  Tandy  in  the 
U.S.A.  We  back  the  3000  HD  with 
full  support,  nationwide  service, 
commercial  leasing  and  professional 
training.  Come  see  it  today! 


Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio  /haeH 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


Send  me  a  Tandy  3000  brochure. 

Mail  to  Radio  Shack,  Depl  87-A-758 
300  One  Tandy  Center,  Fort  Worth,  Texas  76102 


Name . 


Company . 
Address  _ 
City  


State  . 


.ZIP. 


Phone  . 


Price  applies  at  Radio  Shack  Computer  Centers  and  participating  stores  and  dealers  Monitor  sold  separately  IBM  price  is  manufacturer 
IBM  PC/AT  Registered  TM/lnternational  Business  Machines  Corp  MS-DOS  and  XENIX/Registered  TM  Microsoft  Corp 


s  suggested  Hst  as  ot  Apnl  2,  1986  IBM  and 
ViaNet/TM  ViaNetix.  Inc 
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very  stable  state.  And,  Texas  is  more 
inclined  to  look  outside  the  state 
now  and  to  form  ventures  with  for- 
eign companies. 

There  are  68  foreign  banks 
represented  in  Texas.  No  other  state 
has  as  many  foreign  trade  zones  or 
as  many  airports,  1,330  of  them,  to 
facilitate  trade. 

iahn:  Texas  is  also  easily  accessible 
by  air  from  Europe  and  Asia  on  a 
nonstop  basis.  We  stand  strategical- 
ly situated  in  the  middle,  between 
the  industrial  centers  of  Europe  and 
the  Pacific  Rim.  Latin  America  is 
going  to  become  more  important  to 
us  over  the  years.  Airlines  are  al- 
ready planning  direct  routes  to 
South  America  and  Tokyo.  The  infra- 
structure for  international  air  trans- 
portation is  definitely  here. 
Bristol:  Texas  also  has  a  huge  tourist 
industry,  second  only  to  those  in 
California  and  Florida.  Thirty-eight 
million  tourists  a  year!  Texas  has  a 
mystique  about  it  that  attracts 
American  and  foreign  tourists. 
thomas:  We  have  a  tourist  industry  in 
Texas  simply  because  there  are  a  lot 


By  the  21st  century,  the  commercialization 
of  space  is  estimated  to  be  a  $100  billion 
industry.  Space  exploration  is  pioneered  by 
the  Johnson  Space  Center  in  Houston. 

of  interesting,  stimulating  things  to 
do  here — we  have  deep  sea  fishing, 
hunting,  major  league  sport  teams, 
classical  music  festivals,  over  100 
state  and  national  parks,  and  we 
have  over  three  billion  acres  of  in- 
land water.  In  the  Clear  Lake  area 
near  Houston,  we  have  the  third 
largest  boating  market  in  the  coun- 
try. Recreational  real  estate  prices 
are  down,  so  there  are  high-quality 
hotels,  restaurants  and  marinas 
available  for  investors. 

Corpus  Christi  is  taking  ad- 
vantage of  the  increased  tourism 


market.  We're  creating  a  boat  pal 
from  Padre  Island  to  Mexico,  ail 
the  Port  is  converting  old  wa«| 
houses  on  our  Ship  Channel 
restaurants  and  a  marketplace 
attract  more  tourists. 
brandon:  It  seems  factors  that  bujl 
ness  found  so  enticing  in  the  sixtil 
and  seventies  still  exist  in  Texas.  C| 
a  comparative  basis,  Texas  is  a  grej 
buy  today — maybe  an  even  bettl 
buy  than  ever.  In  terms  of  real  el 
tate,  transportation,  energy,  tecf 
nology,  or  any  of  the  other  facta! 
that  affect  business  decisions,  Tel 
as  is  a  real  bargain.  Most  of  til 


Near  Corpus  Christi  Bay,  the  U.S.  Navy 
will  build  Homeport,  bringing  13,000  nc 
people  to  the  area. 
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urists  and  business  travelers  from  all  over  the  world  enjoy  San  Antonio's  ftiverwalk. 


)mpanies  that  came  here — or  were 
carted  here — when  the  Texas  econ- 
ny  was  booming,  are  still  here, 
jjhy  is  that?  Why  is  business  still 
Rowing  in  Texas? 

[leman:  In  San  Antonio's  economic 
jsvelopment  efforts,  we've  found 
tat  one  of  Texas'  strong  attributes 
its  overall  business  climate — the 
ict  that  we're  a  right-to-work  state 
id  have  a  favorable  tax  situation. 


The  business  climate  here  reflects  a 
public  sector  that  is  extremely  pro- 
business. 

kelly:  I  manufacture  special  equip- 
ment. One  boon  to  my  business  that 
has  resulted  from  the  oil  and  gas 
decline  is  a  wonderful  reservoir  of 
highly  skilled  and  available  people — 
engineers,  electronic  technicians, 
welders,  etc. 

anoersc   What's  happening  in  Texas 


"Never  underestimate 


the  resiliency  of  people 


in  Texas,  ft  is  strong 


and  it's  very  real" 


®JF  DRUMMOND 


is  that,  in  the  face  of  industry  down- 
turns, the  Texas  spirit  takes  over, 
and  people  resort  to  their  own  re- 
sources to  retool  and  redirect  their 
businesses.  Many  of  the  people  are 
"inadvertent  entrepreneurs." 
KARRtS:  One  of  the  strongest  re- 
sources Texas  has  is  the  willingness 
of  our  people  to  do  creative  and  inge- 
nious things.  With  that  spirit,  we  can 
overcome  a  lot  of  national  problems, 
as  well  as  state  problems.  We  aiso 
need  to  preserve  and  strengthen  the 
existing  productive  sectors  of  our 
economy.  We  can't  maintain  the 
quality  of  life  that  we've  all  come  to 
enjoy  if  we  move  too  far  away  from 
manufacturing  and  become  strictly  a 


IT  IS 
UNSTOPPABLE 


It  is  Shell's  SU  2000*  Super  Un- 
leaded gasoline. 

It  has  the  power  to  unclog  fuel 
injectors  and  keep  them  open. 

It  has  the  power  to  turn  high- 
performance  engines  into  high- 
octane  excitement.  The  power  to 
make  sure  that  when  you  hit  the 
pedal,  you  get  performance. 

It  is  Shell's  patented  SU  2000 
Super  Unleaded  gasoline . . .  and 
it  is  unstoppable. 


©  1986  Shell  Oil  Company 


The 

Men  And  Women 

Of  EDS 

Salute  Texas  On 

Its  150th 
Birthday 


EDS 

Electronic  Data  Systems  Corporation 

Dallas,  Texas 


;.V"---  • 


A  rising  star 


We  were  HNG/lnterNorth. 
Now  we  are  Enron. 

Corporate  headquarters, 
Houston. 

We're  proud  to  be  at  home  in 
Texas,  where  we're  3,000 
strong  and  growing  stronger. 

Across  Texas  and  around 
the  world,  the  men  and  women . 
of  Enron  are  at  work  on 
the  future  —  taking  the  lead 
in  structuring  a  new  world 
of  energy. . .  building  on  the 
foundation  of  America's 
most  extensive  natural  gas 
pipeline  systems. 

We're  Enron  Gas  Pipeline 
Group,  Enron  Oil  and  Gas, 
Enron  Liquid  Fuels, 
Enron  International. 

A  rising  star  in  Texas  — 
and  around  the  world. 
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t 


Texas — 

From  Tumbieweeds 
to  Toscanini 

Even  today,  there  are  many  miscon- 
ceptions about  Texas — people  out- 
side the  state  still  expect  all  residents 
to  live  on  ranches,  ride  horses  and 
rope  cattle.  Some  Texans  do — but 
the  vast  majority,  some  80  percent, 
live  in  the  state's  urban  centers.  Tex- 
ans enjoy  a  superb  quality  of  life,  and 
frequently,  at  prices  far  below  those 
in  similarly  sophisticated  metropoli- 
tan centers  on  the  East  and  West 
coasts. 

Education:  In  1984,  the  state  passed 
comprehensive  education  reform  leg- 
islation to  improve  all  levels  of  public 
education.  The  results  are  already  ap- 
parent in  significantly  improved 
achievement  test  scores.  Over  95 
percent  of  the  population  of  Texas  is 
within  driving  distance  (50  miles)  of 
one  or  more  of  the  state's  100-plus 
colleges  and  universities. 

Real  estate:  Housing  in  Texas  is  a 


bargain  now,  with  interest  rates  lower 
than  they  have  been  in  years  and  a 
surplus  of  new  and  older  homes  in  the 
major  metropolitan  areas.  The  price 
for  a  large  three-bedroom,  two-bath 
home  in  a  prime  Dallas  neighborhood 
averages  $135,000 — well  under 
Boston's  $176,900,  Connecticut's 
Fairfield  County  $204,000,  Glen- 
dale's  $200,000,  and  Long  Beach's 
$225,000. 


Class-A  Commercial  Space 
Cost  Per  Square  Foot 


(Annualized  rent) 


HOUSTON 
CHICAGO 
LOS  ANGELES 
MIAMI 
BOSTON 
NEW  YORK 


$25 
$30 
$32 
$35 
$45 
$50 


Recreation:  Texas  offers  an  unparal- 
leled diversity  of  recreation.  Every 
feature  of  the  North  American  conti- 
nent converges  in  Texas'  267,000 
square  miles — southern  forests,  the 
tail  end  of  the  Rocky  Mountains,  the 
desert,  the  sea  and  the  Great  Plains. 


The  state's  warm  climate  makes  out- 
door sports  truly  year-round  activi- 
ties. The  Rio  Grande  Valley  is  at  the 
same  tropical  latitude  as  Miami 
Beach. 

Shopping  and  Retail:  From  1980  to 
1985,  the  average  Texan's  personal- 
income  grew  well  over  10  percent 
each  year — more  than  the  average 
Californian,  New  Yorker,  or  United 
States  citizen.  In  1985,  Texans 
bought  over  $100  billion  in  retail 
goods.  Texas  retailers  annually  ring 
up  $500  more  per  resident  than  the 
average  retailer  across  the  country. 

Cultural  Resources:  Texas  cities  rank 
in  the  top  ten  nationwide  with  per- 
forming arts  companies  in  ballet,  op- 
era, theater  and  symphonic  music; 
fine  arts  museums  house  major  col- 
lections and  bring  world-acclaimed 
exhibitions.  And,  of  course,  for  those 
who  prefer,  Texas  offers  country  and 
western  music  galore,  dude  ranches: 
and  working  ranches,  long,  long 
drives  in  the  country,  and  a  chance  to 
experience  the  legacy  that  is  the 
Southwest. 


service  economy.  It's  important  to 
diversify,  but  it's  just  as  important 
for  us  to  strengthen  our  current  lines 
of  business. 

kayne:  If  you  contrast  the  outlook  of 
the  people  in  the  state  of  Texas  with 
what  happened  in  the  mid-seventies 
in  the  Northeast,  it's  amazing.  Back 
then,  the  governor  of  a  northern  in- 
dustrial state  actually  offered  unem- 
ployed people  bus  tickets  to  Texas. 
People  who  were  born  in  Texas,  and 
the  people  who've  come  to  Texas, 
want  to  stay  here  and  build  new 
opportunities. 

fulton:  Nearly  3,000  Texas  compa- 
nies were  awarded  $10  billion  in 
prime  defense  contracts  last  year.  In 
Corpus  Christi,  our  most  celebrated 
accomplishment  was  the  communi- 
ty effort  that  won  the  U.S.  Navy's 
proposed  home  port  for  the  Battle- 
ship Wisconsin.  It's  going  to  gener- 
ate $150  million  annually  in  wages 
and  give  us  8,500  permanent  new 
jobs.  We  worked  hard  to  get  it,  in- 
cluding passing  a  $25  million  bond 
referendum  by  a  three-to-one  mar- 
gin. The  port  has  also  purchased  and 
given  to  the  Navy  an  additional  100 
acres  of  iand. 


The  Texas  lifestyle  is  enhanced 
by  great  recreational  facilities  and 
a  cost  of  living  which  is  7 -to- 10  percent 
less  than  the  national  average. 

thomas:  One  key  advantage  we 
ready  have  on  the  Texas  Gulf  Coast 
our  24  gulf  ports,  which  hanc 
more  international  tonnage  than  a 
other  state.  Foreign  and  domes 
manufacturers  need  access  to  shi 
ping,  and  they  want  quality  servic 
and  quality  partnerships  with  loc 
businesses.  Tax  rates  aren't  aiwa 


"Even  when  it's  bad 
here,  it's  still  better  thai 

anywhere  else."  

GOVERNOR  MARK  WHITE 


And  let's  get  down  to  business. 
We've  just  added  more  properties 
to  our  inventory.  Champion 
Realty  Corporation  specializes  in 
providing  tracts  of  land  for  devel- 
opers and  builders  in  Montgomery 
County  and  the  Lake  Livingston 
area  in  Texas  and  several  other 
states. 

For  further  information: 
Champion  Realty  Corporation, 
16825  Northchase  Drive,  Suite 
800,  Houston,  Texas  77060. 
Telephone:  713-875-6161. 

(g|J  Champion  Realty  Corporation 


OM  NOW  UNTIL  1988,  EVERY  DIVE  COUNTS. 


J~hey  will  invest  thousands  of  hours,  make  thousands  of  dives.  They'll  practice  until  perfect,  then 
practice  more.  They'll  compete  against  the  best,  striving  to  become  better.  Working,  ultimately 
iward  the  goal  of  representing  the  United  States  in  1988.  That's  why  Phillips  Petroleum  has  been  a 
ational  sponsor  of  United  States  Diving  since  1979,  and  United  States  Swimming  since  1973.  We  'II 
Jpport  them  in  the  future,  as  well.  Not  just  to  help  our  best.  But  to  introduce  many  more  young 
eople  to  the  rewards  of  competitive  swimming  and  diving.  Because  no  matter  how  much  <^^> 
ley  may  achieve  in  the  pool,  the  things  they  learn  can  make  them  all  lifelong  winners, 

For  additional  informdtion  contact  United  States  Diving  901  W  NcwYork.  Indianapolis.  Indiana  46202 
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"Iff  we  had  a  stock 


ofSerisit*  ^girt  now,  Fit 


ke  rr  m.  money  to 


km  shams  in  Texas." 


HASKELL  MONROE 


that  high  on  the  list.  We're  48th  in 
the  country  in  terms  of  taxes  per 
capita.  It's  important  that  we  don't 
have  corporate  or  personal  income 
taxes,  but  it's  not  critical.  What  is 
critical  is  our  geography.  We  have  a 
unique  distribution  capability  to  the 
heartland  of  this  country. 
floyd:  It's  true  that  transportation  is 
one  of  our  greatest  assets.  We  have  a 
well-integrated  system  of  highways, 
railways,  air  routes  and  waterways 
that  tie  us  together.  We  have  a  truck- 
ing system  that  reaches  into  every 
nook  and  cranny  of  this  state — over 
71,000  miles  of  well-maintained 
state  highways.  Texas  is  still  a  state 


of  small  businesses— 290,000 
businesses  employ  50  people  or 
less — and  our  transportation  system 
provides  them  a  vital  link  around  the 
state. 

Richards:  Available  water  is  another 
part  of  our  infrastructure  in  which 
we  have  invested,  to  assure  our  chil- 
dren they  will  have  enough  water  to 
supply  them  through  the  next  centu- 
ry. We've  passed  $1.2  billion  in  wa- 
ter bonds  for  major  development 
projects.  The  spigot  will  never  turn 
off  in  Texas. 

kayne:  A  business  investment  deci- 
sion isn't  always  just  an  economic 
one.  One  of  the  messages  we  have  to 
send  to  the  domestic  and  interna- 
tional business  communities  is  that 
not  only  is  Texas  a  good  place  in 
which  to  work,  it  is  also  a  good  place 
in  which  to  live  and  raise  a  family. 
glazer  We've  come  through  a  period 
of  easy  growth  in  Texas  and  we've 
learned  our  lesson.  It  won't  take  a 
return  to  our  previous  levels  of  busi- 
ness for  us  to  produce  satisfactory 


LAKESIDE  SQUARE 

The  Winning  Combination. 

Lakeside  Square  the  winning  combination  at  Park  Central  Begin  with  the  building.  State-of-the-art.  the  ideal  business 
habitat  Add  world-class  amenities  and  management  by  Equitable  Real  Estate-One  of  the  world's  largest  independent 
real  estate  investors,  managing  over  )2.3-billion  in  assets  worldwide  including  Lakeside  Square  at  Park  Central 

Located  in  an  easy  access,  prestigious  north  Dallas  office  complex,  Lakeside  Square  at  Park  Central -ffc  bub  of  the 

Dallas  business  community 

For  facts,  3nd  leasing  information  on  tbe  winning  combination,  call  Fults  and  Associates  at  233-3600 


ParkCentral 

'Mas'  Premier  Office  Location 


I  yi  iTAIil.E  RKAI.  ESTATE 


Port  of  Houston,  where  100  million  1 
are  handled  annually. 

results,  because  we're  a  lot  mi 
efficient.  What  I'm  hearing  toe 
gives  me  great  confidence  in  Tex; 
Gutierrez:  That's  apparent  in 
statewide  commitment  to  econor 
growth  that  crosses  all  lines.  El 
nomic  development  is  a  biparti: 
issue. 

monroe:  Living  and  working  in  Tei 
is  like  climbing  a  mountain.  Thi 
are  different  levels  where  you  esti 
lish  camps  and  it  takes  differ* 
kinds  of  talent  and  equipment  to  j 
to  each  one.  In  Texas,  the  first  tw 
camp  was  agriculture.  When  agric 
ture  had  problems  in  the  twent 
and  thirties,  we  moved  up  to  oil  a 
gas.  Right  now,  we're  regrouping 
but  we're  not  about  to  stop  until 
get  to  the  peak.  Texans  intend 
compete  in  a  global  marketplai 
We  are  business  people  who  are 
satisfied  with  the  present— we  ws 
the  future  to  be  even  better  than  1 
past. 

brandon:  There  is  a  consensus  here 
that  Texas  has  been  greatly  bless 
and  is  now  greatly  challenged. ..tl 
we  have  the  resources  and  the  sp 
to  continue  our  recovery  and  expli 
wide  new  horizons  for  business, 
in  all,  the  outlook  for  Texas  seei 
very  positive — and  don't  bother  bt 
ing  me  any  bus  tickets.  I'm  here 
stay! 

Texas.  Open  for  business. 

For  further  information  on  busin* 

opportunities  in  Texas,  contact: 

Dr.  David  Brandon 

Executive  Director 

Texas  Economic  Development 

Commission 

410  East  5th  Street,  F2 
Austin,  Texas  78701 
(512)  472-5059 

This  special  advertising  supplement  was  writ 
by  the  Austin-based  firm  Bonner  Inc.  and  I 
Texas  Economic  Development  Commission., 

THIS  SPECIAL  ADVERTISING  SUPPLEMENT  WAS  DESIGNED  BY 
NOVEMBER  AND  LAWRENCE,  INC. 


"Texans  are  not 
ifraid  to  break  new 
{ground  or  old 

IB         I A  ^j^S  -Admiral  Bobby  R.  Inman,  CE( ) 

nkJH^HH  Bk  MCC (Microelectronics 

j^r  !■         W^^BP^f  Computer  Technology  C  t/h 

MCC,  one  of  the  nation's  consortia  of 
microelectronics  and  computer  companies,  is 
breaking  old  rules.  Twenty-one  fierce  corporate 
rivals  have  declared  their  intent  to  compete 
by  cooperating — sharing  the  cost  of  long  range 
research  and  talent  for  the  purpose  of  global 
leadership. 

When  the  Microelectronics  and  Computer 
Technology  Corporation  (MCC)  looked  nation- 
wide for  a  state  in  which  to  locate  they  found  a 
mirror  of  their  own  spirit  in  Texas.  The  computer 
architecture  of  tomorrow  will  be  built  through 
national  teamwork  taking  place  in  Texas  today. 

To  attract  MCC,  Texans  broke  old  rules. 
Two  fierce  rivals,  the  University  of  Texas  and 
Texas  A&M,  joined  together  in  a  partnership  to 
create  a  world  class  center  for  innovation  and 
research,  an  action  that  produced  32  endowed 
professorships  of  one  million  dollars  each  for 
the  benefit  of  scientific  research. 

MCC  is  an  unprecedented  organization  in 
American  business  life. 

Texas  is  a  state  unprecedented  in  its  ability 
to  invest  in  its  future. 

When  the  twenty-first  century  dawns  in  just  14  short  years,  this  state  and  this  world  will  be 
ibly  altered  from  today.  Like  MCC,  Texas  is  on  the  cutting  edge  of  new  business  development, 
vesting  in  its  education  system,  its  infrastructure  and  its  spirit,  Texas  is 
•tate  open  for  business. 


* 
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TEXAS  OPEN  FOR  BUSINESS 

For  more  information  abOttl  your  business  potential  in  Texas  contact: 
Texas  Economic  Development  Commission  •  Dept.  HI  •  RO.  Box  12728,  Capitol  Station  • 
410  East  f)th  Street-  Austin, TX  78711  •  (512) 472-5059 


Some  major  U.S.  fortunes  have  already  been  so  divided 
among  heirs  that  no  individual  among  them  qualifies  for 
The  Forbes  Four  Hundred,  yet  the  families  either  show 
enough  cohesion  or  are  widely  enough  thought  of  as  families 
of  great  wealth  to  merit  consideration  as  entities.  Those 
examined  in  our  research  follow.  The  listing  is  extensive  but 
not  intended  to  be  as  complete  as  our  listing  of  the  richest 
individuals  in  America.  Think  of  most  as  the  significant  echoes 
of  persons  who  would  have  been  members  of  The  Forbes 
Four  Hundred  list  if  it  had  been  compiled  in  earlier  decades. 


:ihentance.  Great-grandchildren  of 
(Clarence  Barron  (d.  1928)  (as  in Bar- 
hn's  magazine).  Acquired  Dow 
pnes  &  Co.,  which  publishes  Wall 
meet  Journal  and  Barron's,  Ottaway 
ewspapers,  Richard  D.  Irwin  text- 
!  ook  publishing.  Clarence's  adopt- 
,d  daughter  Jane  married  Hugh 
iancroft  (d.  1933).  Fortune  split 
mong  3  children:  Jane  Bancroft 
look  (which  see),  Jessie  Cox  (d. 
982,  see  William  Cox  Jr.,  Jane  Cox 
lacElree),  Hugh  Bancroft  Jr.  (d. 
953).  Hugh's  4  children  share  his 
hird:  Bettina  Klink,  Los  Angeles,  a 
lirector  of  Dow  Jones.  Hugh,  New- 
tort  Beach,  Calif.,  designs  and 
milds  antique  car  kits.  Chris  runs 
eal  estate  company,  ice  cream 
hops  in  Denton,  Tex.  Kathryn  Ka- 
'adas,  Newton,  Mass.,  active  in 
ine  arts,  philanthropy.  Trusts  hold 
)560  million  Dow  Jones  Inc.  stock. 


Charlotte,  N.C.  Descendants  of 
.Villiam  Henry  Belk,  opened  gener- 
al store  Monroe,  N.C.  1888,  and 
brother  John,  who  joined  him.  Gave 
no  credit,  bought  out,  for  pennies 
bn  the  dollar,  rivals  who  did,  espe- 
cially during  Great  Depression. 
Opened  125  stores  1929-40.  About 
25  family  members  share  in  owner- 
ship 350  stores  throughout  South- 
east. Most  separate  corporations, 
some  shared  with  local  owner- 
managers;  family  trying  to  bring 
many  under  umbrella  of  Belk 
Brothers  Investments;  total  was 
380  a  year  ago.  Eccentricities  and 
family  feuds:  "Pure  southern  Goth- 
ic." William  Henry  Jr.  ousted  as 
chairman  1950s,  tried  to  thwart 
brother  John's  mayoral  bid  1969. 
Failed;  John  mayor  until  1977,  now 
chairs  company.  William  Irwin 
Belk,  John's  nephew,  made  unsuc- 
cessful try  for  Democratic  nomina- 
tion to  U.S.  Senate  1986.  Family 
fortune  over  $350  million. 


!  m*L  

Memphis.  Three  generations  in  real 
estate.  Philip,  82,  came  to  U.S.  from 
Austria  1910.  Began  buying  land 
early  1940s;  holdings  grew  along 
with  Memphis.  Expanded  into 
Nashville  1970s,  likely  largest 
landlords  in  Tennessee;  over  750 
tracts  Memphis'  Shelby  County 
alone.  Rarely  sell,  eschew  joint 


ventures  and  debt.  Early  developers 
industrial  parks.  Motels  (Holiday 
Inns),  shopping  centers,  office 
buildings,  apartments,  farmland; 
recently  off-price  outlet  malls 
across  U.S.;  expansion  to  New  York 
City  a  possibility.  Two  sons  killed 
plane  crash  1963;  third,  Jack,  58, 
now  runs  firm  with  relative.  Tight- 
ly knit,  religious,  secretive.  Jack  de- 
nies, but  fortune  believed  to  exceed 
$300  million. 


Newspapers.  Descendants  of  Rob- 
ert (Judge)  Bingham,  lawyer  who 
settled  in  Louisville  1896,  eventu- 
ally mayor.  Bought  majority  the 
Courier-Journal  and  the  Louisville 
Times  for  $1  million  1918;  papers 
supported  liberal  views  (d.  1937). 
Youngest  son  Barry  Sr.  took  over, 
also  liberal;  bought  out  siblings,  ex- 
panded into  broadcasting.  His  3 
surviving  children  split  in  much- 
publicized  breakup  1986:  Grand- 
daughter Sallie,  48,  threatened  to 
sell  her  15%  to  outsiders  after 
brother  Barry  Jr.,  53,  purged  her 
from  board.  Barry  Sr.  stepped  in, 
orchestrated  liquidation:  sold  Cou- 
rier-Journal and  Times  for  $300  mil- 
lion; broadcast  interests,  over  $100 
million;  printing  company,  $20 
million.  "In  bringing  up  my  chil- 
dren, I  somehow  did  not  get  across 
to  them  that  people  have  to  make 
compromises."  At  least  14  family 
members  share  fortune  worth  over 
$375  million. 


Toledo,  Pittsburgh.  Father  Paul  Sr. 
built  newspaper  chain  from  1915; 
had  to  sell  most  during  Depression. 
Sons,  both  Yale  grads,  took  over 
after  father's  death  1941.  Paul,  75, 
cochairs  Toledo  Blade  (circ. 
161,000).  Ph.D.  chemistry;  politi- 
cally conservative.  Bill,  71,  started 
at  Blade  1937;  Pittsburgh  Post-Ga- 
zette (circ.  173,000)  since  1946.  Po- 
litically liberal.  Supervises  Post-Ga- 
zette editorial  policy;  "the  rest  is  a 
glorified  complaint  desk."  Jointly 
own  both  papers,  smaller  Calif,  pa- 
per, 4  TV  stations,  cable  now  over 
110,000  subscribers.  Estimated 
joint  net  worth  over  $325  million. 


Louisville.  Descendants  of  George 
Garvin  Brown,  founded  JTS  Brown  & 


Brother  1870  with  cousin,  distilling 
Old  Forester  whiskey.  Several  name 
changes;  became  Brown-Forman 
1 890.  Over  years  acquired  Jack  Dan- 
iels, Bolla  and  Cella  Italian  wines, 
Korbel  brandy  and  champagne; 
Lenox  China  1983  (initiating  poi- 
son-pill defense);  California  Cooler 
1985.  Five  members  of  the  Brown 
family  on  the  board,  W.L.  Lyons 
Brown  CEO  since  1975,  Owsley 
Brown  president.  "Planned  nepo- 
tism" maintains  family's  dominant 
voice  in  directing  company  policy. 
"In  whiskey  or  people  it's  maturity 
that  counts,  not  just  age."  Family 
owns  approximately  50%  of  compa- 
ny stock  valued  at  $560  million. 


California,  et  al.  Scattered  descen- 
dants of  orchard  magnate  Frank 
Henry  Buck,  who  invested 
$250,000  in  Belndge  Oil  1 9 1 1 .  Fam- 
ily received  $665  million  from  1979 
Shell  buyout:  San  Francisco  Foun- 
dation got  $253  million  through 
second-generation  Beryl  (d.  1975), 
on  stipulation  that  money  must  be 
spent  in  already  affluent  Marin 
County  (lawsuit  to  change  terms 
dropped  1986).  Eva,  88,  widow  of 
California  congressman  Frank  (d. 
1942),  got  largest  share:  some  $70 
million  aftertax.  Next  generation 
shares  the  rest.  Frank  Jr.,  74,  former 
investment  adviser,  manages  some 
family  funds — "you  might  as  well 
make  your  own  mistakes" — but 
"everyone's  independent  in  this 
family."  Six  descendants  together 
worth  over  $330  million. 
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Boston  area.  Descendants  of  ship- 
builder John  Cabot,  who  came  to 
Mass.  from  isle  of  Jersey  1 700.  Fam- 
ily involved  in  privateering  during 
American  Revolution,  then 
amassed  wealth  through  overseas 
trade  ventures,  marriage.  Leading 
entrepreneur  Godfrey  Cabot  ("Un- 
cle God")  started  predecessor  to 
Cabot  Corp.  in  1882;  world's  larg- 
est producer  of  carbon  black.  Also 
high-performance  metals,  oil  and 
gas.  Louis  Wellington  Cabot  chair- 
man, 2  other  relatives  on  board. 
Distinguished  family  members  in- 
clude Henry  Cabot  Lodge,  former 
senator  and  U.N.  ambassador,  and 
Walter  Cabot  (who  manages  Har- 
vard's endowment).  Family  holds 
about  40%  stock  in  Cabot  Corp. 
worth  over  $350  million. 
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Hawaii  and  elsewhere.  Teenage  ad- 
venturer James  Campbell  left  Ire- 
land as  stowaway  on  sehooner  to 
U.S.  1839;  landed  in  NYC  to  work 
for  brother.  Roaming  spirit:  journey 
to  Hawaii  1850  interrupted  by  ship- 
wreck, narrow  escape  from  canni- 
bals. Established  sugar  plantation, 
pioneered  artesian  well.  Began  col- 
lecting raw  land  despite  critics  who 
doubted  value.  Paid  off:  soon  recog- 
nized as  "Kimo  Ona-Milliona" 
(James  the  millionaire)  by  natives. 
Estate  now  owns  some  82,000 
acres,  including  13%  of  Oahu.  At 
least  14  heirs  share  income  from 
properties.  After  death  of  James' 
last  daughter,  now  91,  estate  will 
dissolve;  30  to  50  relatives  expected 
to  split  fortune  worth  in  excess  of 
$400  million. 
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Origin:  Minneapolis.  Founder  Wil- 
liam W.  Cargill,  son  of  Scottish  sea 
captain.  Born  on  Long  Island, 
moved  west,  set  up  Cargill,  Inc. 
1865,  quickly  rose  to  top  of  mid- 
western  grain  trade.  Across-the- 
street  neighbor  John  Hugh  MacMil- 
lan  married  Cargill 's  daughter 
1895,  became  company  president 
on  William's  death  1909.  MacMil- 
lans  more  active  in  what  is  now 
largest  private  company  in  U.S., 
one  of  world's  largest  grain  traders. 
1985  revenues  over  $32  billion. 
Second-largest  boxed  beef  proces- 
sor; steel  mills.  Company  pushing 
for  revamp  of  govt,  farm  policy:  in- 
crease grain  exports;  keep  prices  up 
amid  world  oversupply.  Cargill  and 
MacMillan  families  own  85%  com- 
pany, 3  main  branches  75%  worth 
over  $1.8  billion.  Other  branches 
hold  10%  (see  individual  Cargills, 
MacMillans,  Keinath,  Pictet). 


Los  Angeles,  et  al.  Fortune  derives 
from  Times  Mirror  holdings.  Los 
Angeles  Times  incorporated  1884  by 
publisher  Harrison  Gray  Otis.  Har- 
ry Chandler  married  Otis'  daugh- 
ter, established  media/real  estate 
empire.  On  death,  1944,  split  com- 


pany fortune  among  8  children  (7 
now  deceased).  Grandson  Otis  re- 
cently stepped  down  as  chairman 
and  editor-in-chief;  currently  work- 
ing with  disadvantaged/disabled 
children,  traveling.  Company  has 
diversified  into  book  publishing, 
broadcast  television  stations  and 
cable  TV.  Currently  controls  9 
newspapers  including  Newsday 
(N.Y.),  Denver  Post,  recently  ac- 
quired Baltimore  Sun:  "Expansion, 
Ouahty,  and  Profit."  In  addition  to 
Ruth  Chandler  von  Platen  (see 
Dropouts),  nearly  100  descendants 
share  in  trust  worth  over  $1  billion. 
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New  York.  Sportswear.  Brooklyn- 
born  blouse  manufacturer  Bernard 
Chaus  and  savvy  buyer  Josephine 
Augello  founded  Bernard  Chaus 
Inc.  1975  to  provide  "affordable 
clothes  for  the  working  woman." 
Hunch  worked:  first  year  sales  $2.2 
million.  Partnership  worked  as 
well:  married  1978.  Chauses  took 
$275  million  (sales)  firm  public  in 
July,  pocketed  $71  million.  Today 
nearly  100  Chaus  boutiques  at  ma- 
jor department  stores  selling  con- 
servative classic  items — Josephine 
blouses,  silk  dresses — to  fashion- 
minded  professionals.  "We  don't 
need  to  be  trendy."  Chairman  Ber- 
nie,  57,  handles  sales,-  president  Jo- 
sephine, 34,  design  and  production. 
With  62%  Chaus  Inc.,  real  estate, 
Chaus  Racing  Stables,  Impression- 
ist paintings,  etc.  worth  over  $300 
million. 


NYC  area.  Brothers  Sherman  and 
Ed  Cohen  quit  William  &.  Mary 
College  for  men's  retail  clothing  in 
Va.;  started  Westchester  construc- 
tion company  1954,  built  midrise 
apt.  buildings.  Now  own,  develop 
large  midtown  Manhattan  office 
properties,  like  666  Fifth  Ave. 
Building  31 -story  office  tower 
across  from  Bloomingdale's  ("Brain 
surgery  is  easier  than  site  assem- 
blage today").  Also  1,100  apts.  on 
Roosevelt  Island,  their  first  housing 
venture  in  13  years.  Sherman,  63, 
dominant  brother,  financier.  Ed- 
ward, 66,  construction  chief.  Sher- 


man's son  Charles  now  president, 
other  children  also  in  business. 
Brothers  share  net  worth  over  $350 
million;  Estelle  Cohen,  widow  of 
eldest  brother  Mortimer  (d.  1976), 
has  passive  interest  in  early  proj- 
ects worth  $50  million. 


Golden,  Colo,  and  elsewhere. 
Adolph  Coors  Co.  founded  by  Ger- 
man immigrant  Adolph  Coors 
1873.  Went  public  in  1975;  2  grand- 
sons, 3  great-grandsons  run  compa- 
ny while  extended  family  holds 
70%  of  stock.  Own  largest  single 
brewery  in  the  world,  5th-largest 
U.S.  beer  producer  (1985  sales,  $1.3 
billion).  Market  originally  limited 
to  western  U.S.,  now  45  states.  In 
1959  introduced  aluminum  can,  be- 
came industry  standard.  Heritage 
Foundation  (conservative  think 
tank)  founded  with  $250,000  grant 
from  archconservative  Joseph 
Coors,  grandson  of  founder.  Com- 
pany launched  multitude  of  social 
programs  and  policy  reforms  1984 
in  response  to  boycotts  stemming 
from  claims  of  discriminatory  prac- 
tices: "We  don't  intend  to  become  a 
dead  giant."  Family  stock  holdings, 
other  assets  exceed  $600  million. 
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Delaware,  Washington,  D.C.  Wife 
and  children  of  Lammot  du  Pont 
Copeland.  His  mother,  Louisa  du 
Pont,  received  share  of  brother  Pi- 
erre's fortune;  father  Charles  Cope- 
land  business  associate  and  ally  of 
Pierre  (see  otljer  du  Ponts,  family). 
Matriarch  Pamela  Cunningham 
Copeland  lives  in  grand  "du  Pont" 
style.  Lammot  Jr.  (Motsey)  filed 
huge  personal  bankruptcy  1970, 
protected  by  inviolate  trusts  from 
losing  everything.  Along  with 
brother  Gerret,  sister  Louisa 
Duemling,  share  in  fortune  be- 
lieved at  least  $350  million. 


Des  Moines,  Minneapolis,  NYC 
area,  et  al.  Descendants  of  founder 
Gardner  Cowles  Sr.,  who  bought 
frail  Des  Moines  Register  1903  for 
$110,000;  eliminated  competition, 
added  evening  Tribune,  built  re- 
spectable paper  (d.  1946).  Sons  John 
(d.  1983)  and  Gardner  (Mike)  Jr.  (d. 
1985)  took  over  after  father's  death, 
aggressively  bought  radio  stations 


Qantas 
3  fori  Special. 


Australia,  New  Zealand  &  Fiji. 

■low  you  don't  have  to  take  the  trip  of  a  life- 
line to  Australia  and  miss  all  t  he  other 
/onders  Down  Under.  On  the  way  to  magni- 
icent  Sydney,  unwind  a  bit  on  the  South 
>ea  island  paradise  of  Fiji.  And  enjoy  some 
if  the  most  majestic  scenery  in  the  world  in 
lorious  New  Zealand.  It's  like  having  three 
Iream  vacations.  All  for  the  price  of  one: 


All  for  just  $996  Round  Trip. 


$996  round  trip  from  L.A.  or  San  Francisco, 
April  through  November.*  We  even  have 
exceptional  discount  fares"1"  for  anyone  under 
the  age  of  21  who  is  accompanied  by  an  adult. 
So  come  fly  down  home  with  us.  And  meet 
one  of  the  world's  finest  flight  crews  in  the 
bargain.  Your  native  guides  to  Down  Under. 
Real  live  Aussies! 


"Fares  lower  from  Honolulu  and  higher  from  Vancouver.  Fares  subject  to  change  without  notice,  flip  to  70%  savings.    Some  restrictions  Upply. 


The  Airline  of  Australia 


After  you  ve  made  a  great  buy, 
what  do  you  do  for  an  encore? 


You've  just  made  a  smart  buy:  one  of 
IBM's  advanced  typewriters... or  an  IBM 
personal  computer. . .  or  perhaps  IBM's 
versatile  Proprinter. 

Now  how  do  you  follow  an  act  like  that? 

With  IBM  supplies,  of  course.  It's  a 
matter  of  quality. 

The  fact  is,  what  you  put  into  your  IBM 


equipment  has  a  whole  lot  to  do  with  what 
vou  get  out  of  it. 

Take  our  latest  line  of  Quiet™  Supplie 
for  the  IBM  Quietwriter®  System/40. 
Like  all  IBM  supplies,  they're  precisely 
engineered  to  go  with  IBM  equipment— so 
you  get  consistently  outstanding 
performance. 


f 


Bravo. 


th  IBM  supplies  you  can  be  sure  your  ^many  cities, 
estment  continues  to  pay  off.  For  the  store  location  nearest  you,  or  to 

What's  more,  IBM  supplies  are  readily  order  by  phone  or  request  a  free  catalog,  call 

lilable  through  our  growing  network  of  !  BM  Direct  1  800  IBM- 

thorized  dealers.  Supplies  dealers.  2468,  Ext.  7/GV. 
pewriter  dealers.  PC  dealers.  - 


during  1930s;  bought  Minneapolis 
Star  1935.  Third  generation  com- 
peted with  one  another;  lost  some 
papers,  profits,  family  unity.  John 
Jr.,  57,  ousted  as  Star  publisher 
1983.  Liquidating  ever  since:  Sold 
Cowles  Broadcasting  1984  to  Oveta 
Culp  Hobby  (which  see),  flagship 
Register,  other  properties  to  Gannett 
for  about  $300  million  1985.  Foun- 
der's grandson  David  Kruidenier, 
65,  chairs  public  Cowles  Media  Co. 
Over  70  family  members  share  for- 
tune exceeding  $425  million. 


'wow/ea  ( I  I '///'<>  m  J 

Spokane.  Descendants  of  William 
Hutchinson  Cowles  (distant  rela- 
tive Gardner  Cowles),  young  "po- 
lice reporter"  for  Chicago  Tribune, 
moved  west  1891  to  new  Spokane 
paper  (father  was  treasurer).  Bought 
into  paper;  gained  full  control 
Spokesman-Review  1894.  Bought 
timberland;  started  Inland  Empire 
Paper  Co.  Bought  rival  Chronicle 
1897.  President  Truman  called 
Spokesman  one  of  "two  worst  pa- 
pers in  the  country."  "We  took  it 
then  as  a  compliment."  William  Jr. 
added  radio  1946,  TV  1952.  Grand- 
sons: James,  52,  handles  real  estate; 
brother  William  III,  54,  runs  papers, 
maintains  family's  low  profile. 
Cowles  Publishing  Co.  now  over 
450,000  circ,  TV  station,  retail 
space,  timberland,  undeveloped 
land.  Sold  2  radio  stations  1986. 
Also  large  stake  Tribune  Co.,  etc. 
Eight  descendants  share  fortune 
(most  in  trust)  worth  over  $300 
million. 

Houston.  Descendants  of  Hugh 
Roy  Cullen,  legendary  wildcatter; 
hit  500-million-bbl.  Tom  O'Con- 
nor field  early  1930s.  Strategy:  Drill 
abandoned  dry  holes  deeper,  find 
the  oil.  Founded  Quintana  Petro- 
leum 1932.  Only  son  killed  in  1936 
oilfield  accident.  "Selfishly"  gave 
away  93%  of  $200  million  fortune 
on  death  1957.  Big  benefactor:  U.  of 
Houston.  Three  daughters;  their 
families  built  up  immense  oil  &  gas 
reserves  again,  mainly  Tex.,  La. 
Baron  Ricky  di  Portanova,  son  of 
fourth,  estranged,  daughter  (d. 
1966),  lost  suit  1984,  with  mentally 


incompetent  brother  Ugo,  for  big 
chunk  of  fortune;  must  get  by  on 
$25  million  annual  income.  Quin- 
tana now  run  by  executive  commit- 
tee, sans  president.  Son-in-law  Cor- 
bin  Robertson  leads  family  of  more 
than  50  members.  Even  with  oil 
woes,  worth  more  than  $1  billion. 


Jacksonville,  Fla.  and  various.  Own 
21%  of  Winn-Dixie  stores,  run  by 
descendants  of  William  Milton  Da- 
vis, who  bought  his  first  grocery 
store  on  borrowed  cash  in  1925. 
Went  public  as  Table  Supply  stores 
1933.  Now  largest  Sunbelt  food  re- 
tailer: over  1,200  supermarkets,  13 
states.  A.  Dano  Davis  president, 
Robert  D.  Davis  chairman;  4  rela- 
tives on  board.  52nd  year  of  record 
sales  ($7.8  billion  in  1985).  All  em- 
ployees encouraged  to  buy  stock: 
"We  have  made  a  great  effort  to 
turn  our  Winn-Dixie  people  into 
capitalists."  Largest  nonunion  gro- 
cer in  U.S.  Maintains  one  of  na- 
tion's largest  political  action  com- 
mittees. Also  30%  American  Heri- 
tage Life  through  family  holding  co. 
DDI  Inc.  Excluding  James  Davis' 
holdings  (which  see),  family  worth 
more  than  $300  million. 


///<-  / 


Minneapolis.  Dayton-Hudson 
Corp.  Grandfather  George  Draper 
Dayton  founded  Dayton's  depart- 
ment store  1902.  Transferred  con- 
trol to  son,  George  Nelson,  1938. 
George  raised  5  sons  on  isolated 
800-acre  farm  to  instill  familial 
ties,  cooperation.  All  sons  were  in 
the  business  by  1950.  Additional 
store  1954;  opened  first  enclosed 
mall,  Southdale,  1956.  Thereafter 
expanded  through  several  retailing 
outlets:  Target,  Mervyn's,  Lech- 
mere,  B.  Dalton  Booksellers.  Went 
public  1967.  Company  tradition: 
donating  5%  taxable  income  to 
community  philanthropies.  Last 
brothers  retired  from  management 
1983.  "One  of  the  ways  we  keep 
the  family  strong  is  to  avoid  dis- 
cussing politics  anymore."  With 
stock,  proceeds  from  sales  of 
stock,  fortune  exceeds  $875 
million. 


",7 


San  Francisco,  et  al.  Descendants  of 
Michael  H.  de  Young,  who  startei 
San  Trancisco  Chronicle  1865  wi 
brother  Charles.  Paper  "entertain 
ed"  public  with  local  scandals, 
mudslinging.  Charles  shot  dead  in 
office  1880  by  angry  reader.  Anoth- 
er reader  tried  to  shoot  Michael.  De 
Youngs  long  feuded  with  rival 
Hearsts  (which  see),  now  jointly  pub- 
lish Sunday  edition  to  save  costs. 
Mild-mannered  great-grandson 
Richard  T.  Thieriot,  44,  family 
head,  publisher  since  1977.  Chroni- 
cle Publishing  Co.  now  owns  3  TV 
stations,  3  dailies,  cable,  book  pub- 
lishing, real  estate,  etc.  Fewer  than 
30  descendants,  none  with  de 
Young  surname,  share  fortune 
worth  $450  million. 


l/  i/ce-ou 

Real  estate.  Denver  and  Orlando, 
Fla.  Pronounced  "D-Q."  Father 
Panayes  (Pete)  emigrated  from 
Greece  1921,  wholesaled  popcorn,  I 
built  candy  and  tobacco  distnbu-  1 
tion  company  with  brother.  One- 
time vending  machine  kings  of 
Denver,  switched  to  more  profit- 
able real  estate  1940s.  Family  strat- 
egy: Buy  small  parcels  well  located 
downtown,  be  last  holdouts  in 
large-tract  assemblage  deals.  Pa- 
tience rewarded  by  emergence  from 
worst  of  Denver  slump  with  valu- 
able properties  intact.  Brother 
James  slain  1977.  Sons  John, 
George,  Deno  own  some  scattered 
15  acres  downtown  Denver.  Re- 
cently built  and  sold  first  skyscrap- 
er. Buying  land  near  major  airports 
(Denver,  Houston,  et  al.)  for  future. 
Deno  runs  Florida  shopping  cen- 
ters, bank.  Family  trying  to  bring 
pro  baseball  to  Denver.  Net  worth 
$425  million  or  more. 


NYC.  Heirs  of  Alex  DiLorenzo  Jr., 
Brooklyn  pharmacist,  collected 
rents  for  older  brother.  After  law 
school  1951,  joined  neighbor,  ac- 
quisitor  Sol  Goldman  (which  see). 
Goldman-DiLorenzo  firm  became 
NYC's  largest,  most  leveraged 
landlord;  lost  40%  of  properties  in 
1973-74  real  estate  crash,  including 
Chrysler  Building.  On  his  death 
1975,  son  Alex  III  and  Goldman 
split  remaining  properties  with 
coin  tosses.  Family  now  owns  well 


Hiver  300  parcels;   mostly  small 
Kjommercial,     retail  "taxpayer" 
1'iuildings  in  outer  boroughs,  north- 
rn  Manhattan;  very  active  recent- 
tt  y  buying  gas  stations,  garages  in 
j  vest  Harlem  and  Bronx:  "You  can 
:  :nake  a  return  on  them."  Cautious; 
Liolds  net  leases,  fee  positions,  self- 
»  iquidating   debt:    "I've  watched 
[  '.ome  big  properties  go  bye-bye,  and 
i  ;ou  remember  that."  Soft-spoken 
\lex  leads;  brother  Marc  also  ac- 
j  ivc;  sister  Lisa  has  passive  interest; 
j  nother  Grace  also  benefits.  For- 
tune exceeds  $500  million.  Alex:  "I 
,vas  raised  to  be  thrifty,  to  never 
:alk  to  reporters  and  to  sit  down 
|  Mice  a  year,  see  what  is  needed  for 
:he  next  12  months  and  then  dou- 
ble it." 


 <_  

tos  Angeles  area.  Heirs  of  Walter 
|iElias  Disney  (d.  1966),  creator  of 
Mickey  Mouse,  etc.  As  ambulance 
rdriver  decorated  vehicle  with  car- 
toons in  aftermath  WWI.  Worked 
'for  Kansas  City  advertising  agency; 
istarted  small  Hollywood  firm  with 
{brother  Roy  (business  side)  produc- 
|ing  cartoons  1923  (see  also  his  son 
yRoy  E).  In  1928  Mrs.  Disney  named 
jbig-eared  rodent  Mickey.  Walt  Dis- 
iney  Co.  now  includes  Disney 
Ftheme  parks  such  as  Epcot  Center, 
i movies,  Disney  cable  channel  and 
I TV  programming.  Euro-Disneyland 
lis  slated  to  open  early  1990s  in 
i  France.  Lillian  B.  Disney  holds 
'5.4%  Walt  Disney  Co.  worth  SI 80 
million.  Her  daughters,  other  fam- 
ily members  hold  4%  worth  more 
than  $160  million. 


Origin:  Chicago.  Scattered  descen- 
dants of  Richard  R.  Donnelley,  Ca- 
nadian printer's  apprentice  who  ran 
away  to  set  up  Chicago  print  shop 
1864.  Business  destroyed  by  Great 
Fire  of  1871;  built  anew  by  family 
into  R.R.  Donnelley  &  Sons,  coun- 
try's largest  commercial  printer  (for 
Time,  Newsweek,  World  Book  Ency- 
clopedia, et  al.);  1985  revenues  over 
$1.8  billion.  Family  still  owns 
21%.  Also  Reuben  H.  Donnelley, 
large  Yellow  Pages  publisher,  sold 
to  Dun  &  Bradstreet  1961  for  $80 
million  in  stock.  Gaylord,  76,  re- 
tired but  "honorary"  chairman, 
has  largest  single  stake,  worth 
$120  million.  Some  75  descen- 
dants share  fortune  worth  more 
than  $900  million. 


><</<> 


Agriculture.  Oviedo,  Fla.  Czech  im- 
migrant Andrew  Duda  (d.  1958)  ar- 
rived Fla.  1911  to  start  religious 
farming  community;  went  broke 
and  back  to  Cleveland.  Kept  land; 
returned  1926,  planted  10  muck- 
land  acres  of  celery.  Family  kept 
plowing  profits  into  the  company: 
"It  was  a  good  investment."  Three 
sons:  John,  81,  Andrew  Jr.,  79,  and 
Ferdinand,  76  (none  went  past  9th 
grade).  Brothers  planned  retirement 
10  years  in  advance;  full  control 
passed  smoothly  1977  to  third  gen- 
eration (14  cousins;  8  sons  who 
work  at  Duda,  6  daughters  who 
don't).  Accused  of  holding  migrant 
workers  in  "virtual  bondage"  in 
devastating  1976  series  by  colum- 
nist Jack  Anderson;  Dudas  respond- 
ed with  mobile  homes,  rented 
cheap  to  laborers.  A.  Duda  &.  Sons 
today:  $200  million  annual  sales; 
owns  over  115,000  acres,  including 
8,000  acres  mostly  Fla.  citrus;  one 
of  nation's  largest  celery,  radish 
growers;  leases  184,000-acre  cattle 
ranch  in  Australia;  distributes  oth- 
er farmers'  crops  to  supermarket 
chains.  Fourth  generation  cutting 
teeth  on  land,  vegetable  empire 
worth  over  $450  million. 


Wilmington,  Del.  and  various. 
Some  1,700  descendants  of  Pierre 
Samuel  du  Pont  de  Nemours  (1739- 
1817),  French  Physiocrat  who  fled 
Revolutionary  Terror  for  America 
1800.  Son  Eleuthere  Irenee,  chem- 
ist's apprentice,  founded  gunpow- 
der factory  on  Brandywine  River 
1802.  Company  and  family  pros- 
pered in  19th  century,  became  pre- 
eminent in  field  through  Powder 
Trust  of  late  1800s.  Family  schism 
over  control;  Pierre  S.  du  Pont  II 
emerged  as  dominant  figure  1915, 
set  up  Christiana  Securities  to  con- 
trol company  (Christiana  eventual- 
ly merged  into  Du  Pont  1977).  WWI 
contracts  brought  in  millions,  led 
to  despised  sobriquet  "Merchants 
of  Death."  Pierre  rescued  nascent 
General  Motors  1920s,  got  one- 
third  interest.  Also  Hercules,  Inc., 
American  Rubber  (later  Uniroyal), 
etc.  Childless,  left  bulk  of  fortune 
to  siblings,  nephew  before  death 
1958.  His  branch  built  up  Wilming- 
ton Trust  Co.;  dissident  branches, 
Delaware  Trust.  Family  now  into 
8th  generation,  cohesiveness  un- 
raveling. Various  du  Ponts  still  con- 


trol more  than  25%  of  Du  Pont. 
Each  family  household  provided 
with  large,  leather-bound  volume 
of  charts,  indexed  by  individual 
name  and  periodically  updated  to 
include  births,  deaths,  marriages, 
divorces:  needed  to  keep  track. 
Family,  richest  in  U.S.,  shares  com- 
bined fortune  estimated  in  the  vi- 
cinity of  $10  billion,  majority  held 
by  closer  relatives  Pierre  II.  (In- 
cludes 23  family  members  listed  indi- 
vidually, plus  Laird,  Copeland,  du 
Pont  families,  all  of  which  see.) 
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Delaware,  Pennsylvania,  Connecti- 
cut. Heirs  of  Henry  B.  du  Pont, 
younger  brother  of  Pierre  who  was 
included  in  redistribution  of  his 
fortune  (see  other  du  Ponts,  family), 
went  on  to  found  North  American 
Aviation,  which  merged  to  form 
Rockwell  International.  Son  Ed- 
ward Bradford  du  Pont  family  lead- 
er of  sixth  generation  with  cousins 
Hugh  Rodney  Sharp  III,  Irenee  du 
Pont  Jr.  (which  see).  Henry's  grand- 
son Lewis  du  Pont  Smith  involved 
in  legal  wrangling  with  parents 
over  disposition  of  his  inheritance: 
He  wants  to  share  it  with  Lyndon 
LaRouche.  Family  shares  in  fortune 
estimated  over  $400  million. 


du  0>o*u  (14 *;■//;«»,) 

Mostly  Delaware.  Heirs  of  William 
K.  du  Pont  (d.  1 907),  younger  brother 
of  Pierre  (see  other  du  Ponts,  family), 
who  set  up  each  of  his  siblings  with 
significant  portions  of  his  own  for- 
tune. Family  of  William  K.  received 
one-third  share  each  directly,  as  fa- 
ther was  already  deceased;  descen- 
dants of  S.  Hallock  du  Pont  (d.  1 974), 
sisters  Paulina  du  Pont  Dean,  Wil- 
helmina  du  Pont  Ross  share  in  for- 
tune worth  over  $300  million. 


Detroit  area,  Palm  Beach.  Seven 
sons  of  Ohio  carriagemaker  Law- 
rence Fisher  who  set  out  to  winter- 
ize faddish  "motorcars."  Built  first 
enclosed  sedans  1908,  pioneered  in- 
terchangeable body  parts.  By  1919 
Fisher  Body  profits  exceeded  $1 
million,  sold  60%  to  GM  for  $28 
million,  remained  GM  division  un- 
til 1984  reorganization.  Fortune  cc- 
timated  as  high  as  $1.5  billion  be- 
fore 1929  crash.  Last  four  brothers 
left  GM  executive  slots  1944:  "We 
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They  say  a  new  roof  is  messy  and  expensive. 
Hut,  Goodyear  said,  "Top  this,"  and  invented  a  synthetic 
rubber  roofing  that  simply  rolls  on  and  seals  with  a 
hot  air  blower.  Waterproof.  Weatherproof.  It  comes  in 
black.  And  in  white  to  reflect  the  sun  and  save  energy. 
It  s  fast,  easy  and  economical  for  schools,  factories  and 
buildings  anywhere. 


They  say  you  can  still  train  pilots  in  a 


(light  trainer  that  teaches  only  instrument  flying.  But 
Goodyear  said,  "Obsolete,"  and  helped  create  a  new 
flight  simulator  that  gives  pilots  the  sights  as  well  as 
the  feel  and  sound  of  flying.  And  with  computerized 
projectors  that  react  to  a  pilot's  every  move,  the  sky 
is  the  limit. 


started  together  and  we  want  to 
finish  together."  Second  generation 
inherited  family  entrepreneurial 
spirit:  3  sons  started  Fisher  Indus-i 
tries,  maker  auto  parts,  1947.  To- 
day diversified  dynasty,  last  re- 
union 1975.  Most  visihle  member 
is  Charles  III,  chairman  NBD  Ban- 
corp. Fortune  shared  by  numerous 
descendants,  buried  in  invest- 
ments, trusts;  estimated  over  $3001 
million. 


Seattle  and  environs.  Oliver  Davidl 
Fisher's  Seattle  lumber  company i 
founded  1906  to  profit  from  re- 
building San  Francisco  after  earth- 
quake, fire.  With  family,  partners, 
embarked  on  wide-ranging  career 
that  included  ventures  in  milling, 
banking,  media.  Helped  found  Safe- 
co Corp.,  in  which  family  still 
holds  over  $125  million  stock. 
Lumber  company  merged  with 
Weyerhaeuser  1948.  Oliver  D.  Seat- 
tle area's  preeminent  capitalist  at 
death,  1967.  Grandson  Donald  G. 
Graham  Jr.,  63,  now  in  charge:  2  TV 
stations,  1  radio;  flour  mills;  com- 
mercial real  estate;  stock  in  Weyer- 
haeuser, Safeco.  Inner  circle  runs 
business,  numerous  heirs  share  in 
fortune  worth  over  $375  million. 
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Wichita,  Kans.,  et  al.  Heirs  of  Ray 
Hugh  Garvey  (d.  1959  car  crash), 
farm  boy  ("I  suppose  I  was  an  un- 
derprivileged child,  but  fortunately 
no  one  ever  told  me"),  who  used 
$500  saved  from  paper  route  to  buy 
interest  in  land  company.  By  early 
1920s  owned  12,500  acres  farm- 
land; bought  small  gas  station 
chain  1924.  In  Depression  acquired 
banks,  foreclosed  farms.  Added  oil, 
grain,  real  estate,  etc.  Estate  split 
among  4  children,  run  as  distinct 
entities  by  Willard,  66;  lames,  63; 
Olivia  Lincoln,  60;  Ruth  Fink,  69. 
Widow  Olive,  93,  active  philan- 
thropist, founded  experimental 
healing  hospital.  Willard  political 
agitator,  but  not  player.  Vocal  sup- 
porter of  privatization,  laissez  faire 
policies,  but  seldom  backs  plans 
with  dollars.  Family  fortune  worth 
at  least  $300  million. 


Richmond,  Va.,  et  al.  Floyd  Dewey 
Gottwald  |d.  1982)  rose  from  office 
clerk  Albemarle  Paper  Manufactur- 


;  jag  in  1 9 1 8  to  president  1941.  Made 

Ij'lotting  paper.  Highly  leveraged 
purchase  of  much  larger  Ethyl  Corp. 
jrom  GM  and  Standard  Oil  of  N.J. 

[962.  Sold  Albemarle  1968  ($55  mil- 
ion),  profitably  expanded  Ethyl  into 
ilastics,  metals.  Floyd  succeeded  by 

'ens  Floyd  Jr.,  64,  now  chairman; 
Iruce,  53,  president.  TEL,  anti- 
mock  ingredient  for  gas,  original 
>lum  in  Ethyl  deal,  outlawed  by 
ederal  lead-content  laws;  last  U.S. 

')lant  closed  1985;  company  thriv- 
ng  anyway.  Family  holds  over  20 
nilhon  shares,  other  properties; 

Worth  at  least  $475  million. 
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(Cleveland  origin.   6   children  of 
t  George  Gund  Jr.  (d.  1966).  He  sold 
I  amily  brewery  during  Prohibition; 
\  nought  decaffeinated  coffee  firm 
''1919,  sold  to  Kellogg  1927;  now 
;  Sanka  brand.  Retained  large,  passive 
l:stock  holdings  Kellogg.  Acquired 
Cleveland  real  estate,  undervalued 
(securities  in  Depression.  President 
Cleveland  Trust  1941.  Son  Gordon: 
:j"We  did  not  know  the  extent  of  our 
(wealth  until  his  death."  Now  they 
do:  4  sons,  2  daughters  active  in 
•expanding  fortune.  George  HI,  Gor- 
idon  own  NBA  Cleveland  Cavaliers, 
INHL  Minnesota  North  Stars,  are- 
nas. Gordon,  blind  because  of  retini- 
tis pigmentosa,  Princeton,  N.J.  ven- 
ture  capitalist;    Agnes  Saalfield, 
NYC,  major  modern  art  collector 
with  brother  Graham,  award-win- 
ning Boston  architect  and  develop- 
[er.  Family  worth  should  exceed 
$850  million. 
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San  Francisco.  Bavarian  immigrant 
.  Levi  Strauss  left  NYC  to  sell  pants 
made  of  tent  canvas  to  California 
gold  panners  1850s;  soon  switched 
to  denim.  Patented  riveted  blue 
jeans,  designed  "501  Double  X  blue 
denim  waist  overall"  alias  Levi's 
501s.  Grandniece  Elise  Stern  mar- 
ried Walter  Haas  (d.  1979),  who 
headed  Levi-Strauss  1928-55.  Son 
Walter  Haas  Jr.  took  company  pub- 
lic 1971.  His  son  Robert  Haas 
joined  Levi  after  Peace  Corps,  Har- 
vard B-school;  now  CEO,  took  pri- 
vate with  over  two  dozen  investors 
in  $1.7  billion  buyout:  "We  recog- 
nized this  [LBOj  was  a  risk-laden 
transaction."  Walter  bought  Oak- 
land (baseball)  A's  1980.  Family  for- 
tune derived  from  company  worth 
at  least  $900  million. 


They  say  you  have  to  change  marketing 
strategy  at  every  foreign  border.  But  Goodyear  said, 
"Now  hear  this!"  And  reorganized  to  market  and 
advertise  on  a  global  basis  and  communicate  in  the 
universal  language  of  quality  and  performance. 


See  all  the  dynamite  things  you  can  do 
when  you  don't  listen  to  what  "they"  say. 
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California,  NYC  area,  et  al.  Chil- 
dren of  John  Randolph  Hearst,  1  of 
5  sons  of  media  mogul  William 
Randolph  Hearst  (1863-1951).  John 
dropped  out  of  college  age  19  to 
head  Town  &  Country,  Connoisseur, 
later  to  Cosmopolitan,  Good  House- 
keeping. Thought  to  succeed  father 
as  head  of  Hearst  Corp.  but  with- 
drew to  dabble  in  real  estate,  oil. 
First  wife  Dorothy  Hart  left  to  mar- 
ry William  Paley  (which  see).  Four 
children  from  two  other  marriages, 
incl.  John  Jr.,  52,  still  active  in 
Hearst  Corp.,  and  William  II,  44, 
who  lives  under  assumed  name  in 
Calif.  Daughters  Debra,  36,  and  Jo- 
anne, 46,  both  married,  not  active 
in  Hearst  Corp.  Each  shares  in  fa- 
ther's 20%  of  $2  billion  trust. 


Batesville,  Ind.,  et  al.  Augustine 
Wilhelm,  a  German  immigrant,  left 
New  Orleans  in  1837  to  begin  lum- 
bering in  hardwood  country  outside 
Batesville.  Son,  John,  started  furni- 
ture business  1884,  expanded  into 
caskets.  Batesville  Casket  first  to 
mass-market  airtight  casket  after 
WW  II.  Hil-Rom,  manufacturer  of 
hospital  beds,  created  1928,  first 
producer  of  electrically  operated 
beds.  Hillenbrand  Industries  ac- 
quired American  Tourister  1978, 
Medeco  Security  Locks  1984,  SSI 
Medical  Services  1985.  All  acquisi- 
tions funded  through  internal  cash 
flow.  1985  sales  over  $507  million. 
Augustine's  direct  descendant  Dan- 
iel, 63,  current  CEO  and  chairman; 
W.  August  of  the  fourth  generation, 
president.  7  family  members  sit  on 
board;  62%  interest  in  Hillenbrand 
Industries  worth  $450  million  dis- 
tributed among  numerous  descen- 
dants of  Augustine  Wilhelm. 


Santa  Ana  and  Marysville,  Calif.,  et 
al.  Two  surviving  children  (of  4) 
and  grandchildren  of  Raymond  Cy- 
rus Hoiles:  small,  shrewd  Ohio 
man  who  started  buying  newspa- 
pers 1920s.  Bought  Santa  Ana  Regis- 
ter 1935.  Used  papers  to  spread  lib- 


ertarian philosophy:  opposed  taxes, 
public  schools,  public  highways, 
etc.  Three  children  inherited  1970. 
Eldest  son  Clarence  headed  until 
death  in  1981.  Harry,  70,  ousted 
from  management  by  sister  Jane, 
64,  and  Clarence's  heirs;  suing  to 
dissolve  and  distribute  assets,  de- 
spite philosophical  opposition  to 
court  system:  "The  individual  has  a 
right  to  control  his  own  assets." 
Freedom  Newspapers  now  29  dai- 
lies (incl.  flagship  Register),  3  week- 
lies, 5  TV  stations.  Each  branch 
controls  33%  of  company  conserva- 
tively worth  $475  million:  Harry's 
$1.01  billion  offer  rejected. 


Exclusive  of  the 
du  Pont  family  and 

its  subfamilies 
($24  billion  total), 
the  other  89  family 
groups  listed  on 
these  pages  have 
fortunes  totaling 
more  than  $45  billion, 
or  an  average  of 
over  $510  million 

per  group.  The 
comparable  figures 

for  1985  were  76 
non-du  Pont  families 
worth  over  $37  billion; 
average,  $495  million. 


Cleveland  area;  Hollywood,  Fla. 
Three  sons,  grandchildren  of  Samu- 
el A.  Horvitz,  self-made  entrepre- 
neur who  never  made  it  past  8th 
grade.  Left  Ohio  for  Florida  1920s; 
bought  bankrupt  Hollywood  Inc. 
for  $2  million,  much  land  at  $2  an 
acre.  Built  3  substantial  businesses 
(d.  1956).  Now  owned  in  trust:  5 
newspapers,  cable-TV  system  for 
over  100,000  subscribers  (run  by 
son  Harry,  661;  Cleveland  construc- 
tion firm  (Leonard,  63);  Florida 
coastal  real  estate  (William,  59). 
Sold  55  waterfront  acres  1984  for 
$43  million;  90-acre  parcel  now  in 
negotiation  with  state.  Family 
bickering  prompted  1979  lawsuit, 
1982  charges  by  Harry's  3  children 


accusing  trustees  of  mismanage- 
ment. Sons  alienated;  Harry:  "The 
relationship  is  strained,  but  liv- 
able." With  little  debt,  other  hold- 
ings, family  worth  $400  million. 


Corning,  N.Y.  Amory  Houghton 
started  glass  business  1851.  Cor- 
ning Glass  produced  first  glass 
bulbs  for  Thomas  Edison  1879.  Ac- 
quired Steuben  Glass,  opened 
"swank"  gallery  during  Depres- 
sion. Now,  product  line  over  60,000 
items.  Expanding  into  fiber  optics, 
medical  instruments  and  biotech- 
nology. "We're  No.  1  in  the  world 
in  glass  and  ceramics  and  if  we  ever 
lose  that  we're  stupid."  5th  genera- 
tion family-dominated  company. 
James,  son  of  Amory  Houghton  (d. 
1981),  chairman.  "Consensus  man- 
agement" through  6-member  exec- 
utive council.  Requires  all  employ- 
ees, even  factory  workers,  to  take  a 
statistics  course  to  increase  effi- 
ciency. 1985  earnings  up  33%  on 
sales  of  $1.7  billion.  Aggregate  fam- 
ily stock  holdings  close  to  $325 
million. 


Johnson  &  Johnson.  Six  children  of 
J.  Seward  Johnson  (d.  1983).  Extend- 
ed, melodramatic  court  battle  with 
Johnson's  third  wife  Barbara  Pia- 
secka  Johnson  (which  see)  settled 
out  of  court.  Excluding  J.  Seward 
Johnson  Jr.  who  received  $12  mil- 
lion from  this  decision,  all  others 
granted  $5.9  million  from  estate.  In 
addition,  each  child  got  trust  1944; 
if  left  intact  each  share  would  be 
worth  well  over  $100  million  to- 
day. Mary  Lea  Richards.  60.  NYC. 
Married  to  producer  Martin  Rich- 
ards [Sweeney  Todd,  La  Cage  aux 
Folles,  etc.).  Proceeds  from  settle- 
ment plus  remaining  trust  assets 
worth  $66  million.  Elaine  Johnson 
Wold.  59.  Boca  Raton,  Fla.  house- 
wife, worth  over  $80  million.  J. 
Seward  Johnson  Jr.  56.  Princeton, 
N.J.  Artist,  received  largest  settle- 
ment from  will  including  Cape  Cod 
house,  but  invaded  trust;  worth  $42 
million.  Diana  Firestone.  54.  Wa- 
terford,  Va.  Raises  horses  with  hus- 
band, winners  1980  Kentucky  Der- 
by with  Genuine  Risk.  Maintains 
$80  million.  Jennifer  Johnson.  45. 
Jacksonville,  Fla.  and  NYC.  Pho- 
tographer and  gallery  owner  in  part- 
nership with  brother  James.  Has 
kept  trust  virtually  intact,  worth 


Nowyoucan 
>e  the  beneficiary 
ofyourown 

life  insurance. 


Most  life  insurance  policies 
are  not  designed  to  benefit  the 
person  who  pays  for  them. 

They  either  offer  a  very 
modest  investment  plan,  or  no 
investment  plan  at  all. 

So  that  for  many  of  us,  that 
old  quip  about  being  worth  more 
dead  than  alive  is  all  too  true. 

Introducing  Incentive  Life,™ 
a  new  approach  to  life  insurance. 

With  Incentive  Life,  life 
insurance  is  combined  with  a 
cash  accumulation  program 
(the  same  kind  of  program  that's 
produced  a  14.3%  *  return  on  its 
common  stock  portfolio  for  the 
last  ten  years). 

5  Investment  Options. 

We  offer  a  choice  of  five 
investment  options,  so  you  invest 
your  net  premium  dollars  as 
conservatively  or  aggressively  as 
you  wish. 

See  Your  Equitable  Agent. 

And  of  course  Incentive  Life 
is  offered  by  your  Equitable  agent, 
a  thoroughly  trained  professional. 

Call  today. 

Or  mail  in  this  coupon.  And 
The  Equitable  will  show  you  how 
to  make  everybody's  dreams  come 
true   including  yours. 

*  14.3%  -  effective  annual  net  return  ending  12/1/85  of 
Common  Stock  Portfolio  underlying  Incentive  Life  Insur- 
ance related  expenses  and  deductions  from  premiums 
are  not  reflected.  For  instance  if  Incentive  Life  had  been 
available  10  years  ago  and  a  25 -year  old.  nonsmoking 
man  bad  paid  $850 per  year for  a  $100,000  variable 
death  benefit  policy  his  death  benefit  would  now  be 
$115,678  and  his  cash  value  would  now  be  $15,678. 


Send  me  more  complete  informa- 
tion about  Incentive  Life™  and  a 
Prospectus  detailing  charges  and 
expenses.  I'll  read  the  Prospectus 
carefully  before  purchasing  a  pol- 
icy or  sending  money.  I  understand 
there  is  no  obligation. 

Name  

Address  

City  State  Zip  

Telephone  

theEquitable 

Equitable  Variable  Life  Insurance  Compan  y 
NY.  NY.  a  wholly  owned  subsidiary  (f 
The  Equitable  Available  by  prospectus.  Read  tl  carefully 
before  you  invest.  Not  mailable  in  all  states 

Equitable  Variable  Life  Insurance  Comfwny 
Incentive  Life  Marketing 
135  West  50th  Stmt.  Ana  6J New  York.  NY  10020 


or. 


over  $110  million.  James  Johnson. 
41.  Oldwick,  N.J.,  East  Hampton, 
N.Y.  Maintains  a  farm  on  his  N.J. 
property.  Assets  also  exceed  $110 
million.  Aggregate  fortune  is  over 
$500  million. 
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Honolulu.  Young  California  archi- 
tect Roy  Cecil  Kelley  arrived  Ha- 
waii in  1929  with  $105  and  notion 
that  island  had  potential  as  vaca- 
tion mecca  for  middle  class  as  well 
as  rich.  Built  houses;  watched 
bombing  of  Pearl  Harbor  from  own 
rooftop.  Put  up  first  hotel  1947,  pre- 
sided over  growth  into  huge  chain, 
high  occupancy,  low  rates,  little 
grandeur;  "utilitarian."  Roy  now 
81,  still  active;  company  now  run 
by  son  Richard,  Harvard-trained  pa- 
thologist. Business  good:  "We're 
nominating  Qaddafi  as  Salesman  of 
the  Year."  Third  generation  also  ac- 
tive in  Outrigger  chain,  now  second 
only  to  Sheraton  in  Hawaii  with 
almost  7,000  rooms.  Large  stock 
portfolio  still  managed  by  Roy. 
Family's  net  worth  should  exceed 
$330  million. 


Boston  origin.  Joseph  P.  Kennedy 
rose  from  humble  Boston  Irish 
background  to  bank  president  at  25, 
Wall  Street  speculator;  as  first  head 
of  SEC,  outlawed  tactics  that  had 
made  him  rich;  later  ambassador  to 
Court  of  St.  James's,  London.  Mar- 
ried daughter  of  Boston  Mayor  John 
F.  (Honey  Fitz)  Fitzgerald  1914; 
from  9  children  emerged  political 
dynasty:  John  F.  Kennedy,  senator, 
President;  Robert  F.  Kennedy,  sena- 
tor, Attorney  General;  Edward  M. 
Kennedy,  senator.  Now  comes 
third  generation:  Joseph  P.  Ill,  1986 
candidate  for  Tip  O'Neill's  House 
seat;  cousin  Kathleen  Kennedy 
Townsend  running  for  House  in 
Maryland.  Some  young  Kennedys 
have  had  trouble  with  drugs;  many 
of  third  generation  active  in  social 
work.  Trusts  held  by  ailing  Rose, 
96,  surviving  5  children;  other 
holdings  include  Chicago  Merchan- 
dise Mart.  Family,  including  al- 
most 30  cousins,  4  generations,  be- 
lieved worth  over  $600  million. 
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King  Ranch,  Tex.  Richard  King,  Rio 
Grande  steamboat  captain,  bought 
Spanish  land  grants  south  Texas 
1850s.  Robert  Kleberg  beat  him  in  a 
lawsuit,  then  married  his  daughter. 
Bob  Jr.  sold  drilling  rights  to  Hum- 
ble (now  Exxon)  1930s  to  raise  cash; 
annual  royalties  now  around  $100 
million.  Oil  profits  plowed  into 
ranching  at  823,000-acre  King 
Ranch,  1  million  leased  acres  Aus- 
tralia, etc.  Bob  Jr.:  "Cattle-raising  is 
our  business,  and  it  will  be  our 
business  long  after  the  oil  is  gone." 
Developed  Santa  Gertrudis  breed. 
On  Bob  Jr.'s  death  1974,  family 
chose  eastern  in-law  James  Clem- 
ent as  CEO  over  heir  apparent,  Bel- 
ton  Kleberg  Johnson  (which  see),  lat- 
er bought  out  his  interest.  Some  60 
heirs  own,  operate  empire  worth 
over  $750  million. 


Delaware.  Descendants  of  Mary  Al- 
letta  du  Pont  (d.  1938)  and  William 
Winder  Laird  (d.  1927).  Mary  came 
into  large  fortune  as  sister  of  Pierre 
du  Pont  (see  other  du  Ponts,  family). 
William  business  associate  and  ally 
of  Pierre,  rewarded  with  piece  of 
Christiana  Securities,  founded 
Laird,  Bissel  &  Meeds,  du  Pont  fa- 
mily's brokerage  firm.  Son  William 
Jr.  (Chick)  served  on  board  Du  Pont 
Co.  Family  fortune  estimated  over 
$350  million. 


NYC,  London,  et  al.  Two  sons  of 
Karl  F.  Landegger,  Austrian  indus- 
trialist who  bought  decrepit  paper 
mill  1920s.  Fled  from  Hitler;  to  U.S. 
1940.  Back  in  milling  with  pur- 
chase of  Parsons  &  Whittemore, 
small  pulp  trading  firm.  Now  one  of 
world's  leading  builders  of  pulp,  pa- 
per mills  (over  60,  mostly  Third 
World  and  communist  countries). 
Also  Black  Clawson  (paper  machin- 
ery). Now  wholly  owned  by  sons 
since  death  1976.  Carl,  56,  runs  do- 
mestic operations.  Runs  mara- 
thons, digs  for  Inca  relics,  solo  treks 
in  Amazon.  Brother  George,  49, 
handles  overseas  business;  plays 


tennis.  Despite  flat  U.S.  pulp  mar- 
ket, mills  still  running  at  capacity, 
but  "we're  still  losing  our  shirts." 
Brothers  share  fortune  believed  at 
least  $300  million. 


retire 

NYC  area.  Sylvan  Lawrence  (d. 
1981)  worked  as  bicycle  salesman, 
soda  jerk  before  joining  brother 
Seymour  Cohn  (which  see)  in  real 
estate  brokerage  1946.  Parlayed 
fees  and  commissions  into  largest, 
if  unglamorous,  commercial  real 
estate  empire  in  lower  Manhattan. 
Seymour  put  firm  in  Sylvan's  name 
as  "lucky  charm."  Sylvan  urbane, 
"brains"  of  the  firm.  Reportedly 
pioneered  trading  buildings'  "air 
rights"  as  a  commodity.  Upon 
death,  with  no  estate  planning, 
company  sold  $500  million  worth 
of  holdings.  Heirs,  including  wife 
and  3  children,  have  passive  half 
interest  worth  over  $335  million. 
One  son  active  in  business,  but 
properties  managed  by  Cohn  and 
nonfamily  members. 


Indianapolis,  et  al.  Colonel  Eli  Lil- 
ly, Civil  War  veteran  (Union  sup- 
porter), opened  laboratory  in  Ind. 
1876,  produced  "Lilly  pills"  with 
glossy  gelatin  coating.  Son  Josiah, 
company  president  1901-32,  intro- 
duced first  commercial  insulin.  Jo- 
siah succeeded  by  two  sons,  Josiah 
and  Eli,  who  helped  develop  eryth- 
romycin and  Salk's  polio  vaccine. 
Eli  chief  founder  of  Lilly  Endow- 
ment Fund  1937;  assets  $1.5  bil- 
lion. Bought  Elizabeth  Arden  Cos- 
metics 1971.  Company  plagued 
Seventies  to  Eighties:  DES,  Darvon, 
Oraflex.  First  company  to  market  a 
drug  (Humulin  gene-spliced  insu- 
lin) based  on  new  biotechnology 
1985.  Lillys  no  longer  involved  in 
company.  Family  avoids  press,  im- 
mensely charitable:  Eli  (d.  1977) 
left  98%  of  his  estate  to  charity. 
Two  great-grandchildren,  up  to  10 
other  heirs,  held  10%  as  late  as 
1976.  If  shares  still  held,  worth 
$930  million. 


Florida  origin;  New  Orleans,  else- 
where. Descendants  of  Dr.  Howell 
Tyson  Lykes  (d.  1906),  who  moved 
to  Florida  1870s,  acquired  large 
tracts  land,  made  pile  raising  cattle 


lerkur  KR4Ti  from  Germany. 
Now  you  can  have 
European  performance. 
Without  paying  the  price. 

€15^*16,361* 

That  clearly  makes  the  Merkur  XR4Ti  the  most 
affordable  European  automobile  in  its  class. 

But  price  is  only  one  measurement  of  a 
car's  ultimate  worth. 

There's  also  performance.  XFUTi's 
1 75-horsepower  (SAE)  engine  moves  it  from 
0  to  60  mph  in  a  rousing  7.8  seconds.  And  it 
moves  with  the  disciplined  control  that  comes 
from  a  balanced  independent  suspension. 

You  Should  also  consider  comfort. 
Ergonomics  simply  means  being  comfortable 
with  a  car's  interior.  Complete  analog  instru- 
mentation. Sensible  controls.  And  a 
supportive  multi-adjustable  driver's  seat. 
You'll  find  these  in  XR4Ti,  as  well  as  standard 


air  conditioning,  power/heated  outside  mirrors 
and  rear  wiper/washer. 

During  the  last  year,  the  list  price  of  a  1 986 
Merkur  XR4Ti  has  remained  the  same.  The 
competition,  on  the  other  hand,  has  raised 
prices,  some  of  them  more  than  once. 

XR4Ti's  price  and  performance  invite 
comparison.  You  be  the  judge.  Accept  the 
MerkurXR4Ti  Challenge.  Call  1-800-822-9010 
and  receive  a  free  XR4Ti  Road  Test  Kit.  Drive 
XR4TL  evaluate  it,  and  reach  your  own  con- 
clusion. Call  now  to  take  the  challenge. 

Merkur  XR4Ti  $1 6,361* 

BMW  325  $20,355* 

Saab  900  Turbo  « 19,235* 

Audi  4000CS  Quattro  s1 9,045* 

"  1 986  Manufacturer's  Suggested  Retail  Price  for  the  base 
vehicle,  excluding  title,  tax  and  destination  charges. 

The  XR4Ti  is  protected  by  a  48-month/ 
50.000-mile  limited  warranty  (deductible 
applies).  See  a  Lincoln-Mercury-Merkur 
dealer  for  a  copy  of  the  warranty. 


MERKURSBa 

Advancing  the  art  of  driving. 


Buckle  up-together  we  con  save  lives. 
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and  shipping  them  to  Cuba;  hold- 
ings there  eventually  lost  to  Castro. 
To  Tampa  1895,  expanded  with  8 
children  to  other  regions,  shipping 
business.  Lykes  Corp.  added  insur- 
ance, banks,  citrus;  steel  1960s. 
Merged  with  LTV  Corp.  1978;  fam- 
ily escaped  with  minor  abrasions 
from  LTV  crash  1986.  Bought  back 
steamship  line  1982;  run  from  New 
Orleans.  Own  60%  Glades  County, 
Fla.,  total  400,000  Florida  acres; 
Texas  ranch.  Over  200  family 
members  at  annual  meeting,  Tam- 
pa, share  unevenly  in  fortune  be- 
lieved worth  over  $1  billion. 
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NYC  and  Great  Neck,  N.Y.  Rus- 
sian immigrant  Philip  Mack  began 
construction/demolition  company 
around  turn  of  century.  Son,  H.  Bert 
(now  77),  with  sons,  created  new 
integrated  Mack  Co.  1964.  Plans, 
builds,  manages  mostly  in  subur- 
ban NJ.;  Long  Island  in  N.Y.;  Tam- 
pa. Built  industrial  sites  NJ  Mead- 
owlands  1960s,  office  develop- 
ments 1970s.  Equity  of  85%  in  5 
million  sq.  ft.  office  space,  1 1  mil- 
lion sq.  ft.  industrial  space;  AT&T 
rents  about  6%.  Still  active:  Plan- 
ning 2  million  sq.  ft.  project  on  NJ 
waterfront.  Lost  bid  1984  to  move 
Minnesota  (baseball)  Twins  to 
Tampa;  hoping  for  expansion  fran- 
chise, bidding  to  build  stadium 
there.  Active  brothers  William, 
Earle  and  David;  brother  Fred  not  in 
business.  Family  believed  worth  at 
least  $300  million. 
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Shaker  Heights  and  Lyndhurst, 
Ohio.  Premier  Industrial  Corp. 
Three  brothers  pooled  $900  to  buy 
uncle's  auto-parts  shop  1940. 
Found  mundane  but  lucrative 
niche  supplying  nuts  and  bolts,  ar- 
cane auto,  electronic  parts  to  low- 
volume,  high-paying  customers. 
Jack,  74,  and  Joseph,  72,  handled 
marketing,  sales;  Morton,  65,  man- 
agement. Took  public  as  Premier 
Industrial  Corp.  1960.  Grew  by  ac- 
quisition, but  selectively:  "You 
can't  order  an  acquisition  like  you 
can  order  a  cake."  Bought  compa- 
nies, dropped  high-volume,  low- 


profit  lines;  revenues  now  over 
$430  million.  Publish  comprehen- 
sive 800-page  catalog  of  electric 
components,  maintenance,  fire- 
fighting  equipment.  Mort,  chair- 
man: "We  never  wanted  to  run  a 
small  business."  Jack,  Joseph  direc- 
tors. Civic-minded,  charitable. 
Brothers  share  60%  Premier.  With 
this,  other  investments,  joint  net 
worth  exceeds  $475  million. 
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Sacramento,  Calif.,  et  al.  Descen- 
dants of  James  McClatchy,  Irish 
immigrant  reporter  for  newly 
formed  Sacramento  Bee  1857;  even- 
tually bought  by  family.  Grand- 
daughter Eleanor  became  publisher 
1936.  Used  papers  for  political  pur- 
poses, shunned  publicity,  built 
high  wall  around  home  (d.  1980). 
Her  nephews  Charles  Kenney  and 
James  (59,  65)  now  in  charge;  liberal 
but  not  known  as  political  force. 
Today  McClatchy  Newspapers 
owns  3  Bees  (Fresno,  Modesto  and 
flagship  Sacramento),  plus  7  small- 
er papers  (total  circ:  over  660,000). 
Bought  Tacoma  (Wash.)  News  Tri- 
bune for  reported  $112  million 
1986.  Getting  out  of  cable  TV:  "We 
found  that  as  a  newspaper  company 
we  were  not  as  good  at  running  a 
cable  system."  Fewer  than  15  fam- 
ily members  own  firm  worth  at 
least  $400  million. 
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St.  Louis.  Family  of  James  S.  McDon- 
nell, "man  with  a  slide-rule  mind," 
founded  McDonnell  Aircraft  Corp. 
1939.  Government  primary  custom- 
er: Air  Force's  Voodoo  fighter  series, 
Navy's  Phantoms.  Designed/built 
Mercury  space  capsule  used  for  John 
Glenn's  earth  orbit.  Merged  with 
Douglas  Aircraft  1967.  Commercial 
aircraft  production  plagued  by  prob- 
lems with  DC- 1 0  crashes  1 979;  now 
in  upswingfurthered  by  recent  Delta 
purchase  of  MD-80  jets.  Acquired 
information  systems  companies  Mi- 
croDataCorp.,  Tymshare  1983.  San- 
ford,  nephew  of  James  S.  (d.  1980),  is 
CEO.  James'  sons  John  F.,  pres., 
James  S.,  v.p.  McDonnell  family 
holds  shares  worth  nearly  $260  mil- 
lion; est.  fortune  $300  million. 
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NYC  and  elsewhere.  Founder, 
James  Herbert  McGraw,  purchased 
pieces  of  failing  railroad  magazine 
1888.  Spawned  editorially  autono- 
mous technology-oriented  maga- 
zines. Harold  McGraw  Jr.  left  CEO 
position  1983  (formed  Business 
Council  for  Effective  Literacy);  still 
chmn.  Son,  Harold  III,  active  in 
company.  McGraw-Hill  now  en- 
compasses textbook  and  magazine 
publishing,  financial  services,  in- 
formation systems,  TV  stations, 
Standard  &.  Poor's.  McGraw  family 
withstood  1979  takeover  attempt 
by  American  Express.  Shares  in 
McGraw-Hill  worth  around  $550 
million. 
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Consolidated  Papers.  Wisconsin 
Rapids.  George  Wilson  Mead  left 
Illinois  furniture  store  to  take  over 
construction  of  dam  and  paper  mill 
when  father-in-law  and  his  partner 
died  1902.  Company  manager  by 
default:  could  stay  until  real  "pa- 
perman"  found.  Became  president 
1916.  Son  Stanton  modernized. 
Grandson  George  II  company  chair- 
man, navigated  through  lean  early 
1970s  until  magazine  industry  re- 
covery in  1978.  Company's  1985 
sales  $716  million;  still  have  first 
account,  also  Forbes.  Austerity 
works — no  perks,  no  bonuses. 
"There  are  no  heroes  at  Consolidat- 
ed." Nearly  80  family  members 
share  stock  worth  $460  million. 
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Highland  Superstores.  Dearborn, 
Mich.  Harry  and  Helen  Mondry 
emigrated  from  Poland  1920s, 
opened  small  appliance  store 
Highland  Park,  Mich.  1933.  Sales 
boomed  after  WWII,  when  con- 
sumers rushed  to  replace  deterio- 
rating appliances.  First  branch 
store  1951.  Went  public  1985;  to- 
day 47  stores,  1985  sales  over 
$500  million,  consumer  electron- 
ics 72%.  Success  in  tiered-sales 
concept:  More  experienced  sales- 
people handle  biggest-ticket 
items.  Founder's  son  David  S. 
Mondry  now  chmn.;  brother  Eu- 
gene pres.,  sailing  champion,  won 
Mackinac,  other  races.  Ira  S. 
Mondry  executive  v.p.  Family 
very  private,  controls  66%  of 
company,  worth  $300  million. 


For  *26,000,000 

ve'd  even  tell  Xerox 
one  of  our  secrets. 
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XEROX  XERO»  C 


CHECK  NUMBER 

OBPORAIIOl   •   COWOMTf  HEADQUARTERS   .   siAMi  OHO  CONNFC'ICUT  069M 


cohporaie  account 
EIGHTEEN  MILLION  DOLLARS  &  NO  CENTS. 
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399  PARK  AvtNUf  NEW  VORK  NEWVQftH 
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Savin  is  a  very  proud  company. 

But  we're  not  crazy. 

So  when  Xerox  paid  us  $26  million  for  the  use  of  one  of  our  technological 
eakthroughs,  we  decided  to  let  bygones  be  bygones. 

There  was  just  one  stipulation.  They  couldn't  use  our  technology  to  compete 
th  us.  (As  we  mentioned  earlier,  we're  not  crazy.) 

Of  course,  you  can  profit  from  our  technology  for  considerably  less. 

Just  buy  a  Savin  copier. 

You'll  get  our  much  sought-after  Savin  technology.  And  a  lot  more. 

You'll  get  a  company  that  turns  out  almost  100  million  copies  every  day.  With 
i  astounding  reliability  record.  And  a  nationwide  professional  sales  and  service 
itwork. 

Those  are  just  some  of  the  reasons  Savin         mm  mm  EMM  PI 

as  the  fastest  growing  copier  company  in  the  |£    Jftg  \ 

id-volume  category  over  the  last  two  years.  11  j_  1     1  1 

But  that's  no  secret  to  Xerox.  MOW  Uie  leader 


For  information  on  Savin  copiers,  contact  your  local  Savin  branch,  Savin  dealer  or  call  1-800-45-SAVIN. 

Xerox*  is  a  trademark  of  Xerox  Corporation. , 


Can  investment  and 
commercial  bankers 
learn  to  appreciate  each 
other's  strengths? 


You  hear  a  lot  these  days  about  the  clashes  between  investment 
and  commercial  bankers.  At  Chemical  we  are  more  impressed  with 
what  they  have  in  common.  In  fact,  what  is  conspicuous  at  our  bank  is 
that  both  are  busy  learning  each  other's  skills. 

Our  commercial  bankers— trained  to  become  experts  in  their 
clients'  businesses  and  to  make  the  tough  decisions  to  commit  the 
bank's  funds— are  now  employing  a  wide  range  of  new  transactional 
techniques  to  supplement  traditional  commercial  loans. 

At  the  same  time,  our  investment  bankers  have  learned  to  use 
the  capital  and  global  network  of  a  money  center  bank  to  bring  new 
muscle  to  their  transactions.  They've  introduced  new  ways  of 
addressing  customer  problems  and  are  constantly  inventing  more 
solutions.  In  the  process,  they've  formed  broad  relationships  with  our 
customers. 

In  short,  our  bankers  are  even  better  prepared  today  to 
anticipate  changing  customer  and  market  requirements.  Manage- 
ment at  Chemical  is  also  committed  to  this  change:  By  making  both 
commercial  and  investment  bankers  business  partners.  By  giving 
both  performance  incentives  tied  more  closely  to  transactions.  By 
rotating  assignments  at  the  bank.  By  locating  one  of  the  most 
sophisticated  global  trading  operations  at  our  world  headquarters. 

At  Chemical,  we're  not  just  helping  two  different  kinds  of 
bankers  work  together.  We  are,  instead,  creating  something 
new:  a  banker  with  the  skills     ^ KE M I C  A  I.B  AIMC 

of  both.  The  bottom  line  is  excellence. 


Widow  and  descendants  of  Charles 
Stewart,  whose  family  originated 
Mott's  Apple  Sauce.  Founded  man- 
ufacturing and  wheel  business, 
moved  from  Utica,  N.Y.  to  Flint, 
Mich,  early  1900s.  GM  acquired 
49%  1908;  swapped  rest  for  GM 
stock  1913.  GM  v.p.  for  Detroit  op- 
eration 1915;  also  chairman  of  U.S. 
Sugar.  Three-term  mayor,  constant 
benefactor  of  Flint,  "the  town  that 
Mott  built."  Fourth  wife,  Ruth 
Rawlings,  a  distant  cousin.  Six  chil- 
dren (5  living),  last  sired  at  67.  Do- 
nated S195  million  in  stock  to 
Charles  Stewart  Mott  Foundation 
1963.  Died  1973.  Son  Stewart,  48, 
maverick,  bohemian,  "professional 
philanthropist."  "It  reassures  me 
that  I'm  not  a  leech  on  society." 
Directs  family's  trusts  from  NYC 
penthouse.  Stake  in  GM,  U.S.  Sug- 
ar, etc.  worth  $300  million. 


Murphy  Oil  Corp.  El  Dorado,  Ark. 
Investor  Charles  Sr.  struck  oil  in 
1907,  acquired  land,  timber.  Opera- 
tor Charles  Jr.  started  own  oil  pro- 
ducing co.  at  16  with  $5,000  gift 
from  grandfather.  At  21,  after  father 
suffered  stroke,  took  over  business. 
Concentrated  on  oil.  Skipped  col- 
lege for  reading  of  classics,  busi- 
ness: "I  couldn't  afford  to  go  to  col- 
lege. I  had  to  pay  off  my  debts." 
Through  mergers,  exploration,  cap- 
ital reinvestment,  intuition,  built 
integrated  company  with  interna- 
tional refineries  and  reserves;  1985 
sales  $2.2  billion.  Retired  as  CEO 
1984,  still  chairman.  At  66  no  fur- 
ther retirement  plans,  but  succes- 
sor will  be  "someone  of  the  blood." 
Three  sons  in  business,  3  brothers- 
in-law  directors.  Secret  of  bliss  in 
family  co.:  "See  that  your  sisters 
marry  outstanding  men."  Some  47 
descendants  amicably  share  35% 
Murphy  Oil,  plus  other  invest- 
ments, worth  at  least  $325  million. 


San  Francisco.  Father  Mike  left 
Lebanon,  founded  United  Califor- 
nia Theaters  chain  1920s.  Acquired 


50%  United  Artists  Theater  Cir- 
cuit, offshoot  of  old  movie  compa- 
ny, 1950.  Sons  Marshall,  Robert 
merged  other  half  1963.  Highly  de- 
centralized company,  bases  in 
N.Y.,  Dallas,  San  Francisco.  Sued 
by  sister  1977  for  mismanagement; 
criticized  in  press  for  cementing 
control  rather  than  guiding  growth. 
Sold  out  to  Tele-Communications 
Inc.  1986  for  almost  $400  million: 
includes  14  million  shares  TCI  re- 
duced in  value  by  limited-sale 
clause  until  1988.  Marshall,  66, 
works  from  home  in  admittedly 
"unorthodox"  style;  accused  in  sis- 
ter's suit  of  wearing  monk's  robes, 
receiving  "messages  from  God"  on 
FM  radio.  Denies  wearing  monk's 
robes.  Still  chairman  of  merged 
company.  Robert,  64,  ran  company, 
remains  president  of  merged  com- 
pany. With  proceeds  sale,  other  as- 
sets, family  should  have  net  worth 
over  $360  million. 
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Seattle.  Swedish  teen  John  Nord- 
strom immigrated  to  U.S.  with  $5 
1888.  Learned  English  as  mine 
worker,  lumberjack,  prospector  in 
Klondike  Gold  Rush.  Opened 
small  shoe  store  with  Carl  Wallin 
Seattle  1901,  by  1963  largest  inde- 
pendent shoe  chain  (27  stores)  in 
America.  Diversified  into  fashion 
retailing,  went  public  1973. 
Among  leading  U.S.  specialty  ap- 
parel retailers.  Sales  1985  over  $1.3 
billion,  company  managed  by  foun- 
der's grandsons  Bruce,  James  and 
John — low-profile  "just  plain  coun- 
try boys."  Success  formula:  "We 
outservice,  not  outsmart."  Family 
also  owns  51%  stake  in  Seattle 
(football)  Seahawks.  Some  25  de- 
scendants share  45%  Nordstrom 
Inc.  Stock,  other  interests  worth 
over  $400  million. 
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Victoria,  Tex.,  et  al.  Descendants  of 
Thomas  O'Connor  (d.  1887),  early 
Texas  settler;  fought  in  Texas  War 
of  Independence  1836.  Known  as 
"Cattle  King  of  Southwest  Texas," 
he  left  500,000  acres,  100,000-head 
ranching  empire  to  2  sons,  who  ex- 
panded holdings.  Famed  Tom  O'- 


Connor oilfield  discovered  1931 
(see  Cullen  family),  still  vast  oil  and 
gas  production.  Great-grandson 
Tom  O'Connor  Jr.,  now  71,  brought 
class  AA  baseball  to  Victoria  1957. 
Family  branched  into  banking  '  so 
as  to  have  a  place  to  put  the  money 
from  oil."  Tom  Jr.  chmn.,  large 
stake  in  Victoria  Bankshares,  20- 
bank  chain  on  Texas  Gulf  Coast. 
Numerous  descendants,  tight-knit: 
many  still  live  in  family  com- 
pound; perhaps  the  state's 
most  private  clan.  With  oil  royal- 
ties, ranches,  family  fortune  be- 
lieved to  exceed  $750  million. 


Origin:  St.  Paul.  Minnesota  Mining 
&  Manufacturing  Co.  (3M).  Plumb- 
ing supply  executive  Lucius  P.  Ord- 
way  rescued  ailing  mining  concern 
(3M)  when  its  value  hit  rock  bot- 
tom 1905.  Legend:  Two  shares 
equaled  one  cheap  shot  of  whiskey. 
Paid  off  debts,  converted  into  sand- 
paper factory.  Moved  to  drier  St. 
Paul;  humid  Duluth  made  paper 
mushy.  Turbulent  years  of  perfect- 
ing abrasive;  first  profit  1916.  Com- 
pany now  $7.8  billion  (sales)  indus- 
trial giant  (see  also  Binger).  Grand- 
son John  (Smokey)  Ordway  last 
family  tie  (director).  Family  visible 
force  in  twin  cities:  cofounded 
Minnesota  (hockey)  North  Stars, 
built  Ordway  Music  Theater  in  St. 
Paul  1984.  Some  50  descendants 
scattered  across  U.S.  share  in  Ord- 
way trust  (7%  3M)  worth  over  $400 
million  when  distributed  1979. 
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Origin:  Philadelphia.  Joseph  New- 
ton Pew  Sr.  founded  Sun  Oil  Co. 
1886;  pioneered  techniques  to  cap- 
ture, pipe  natural  gas.  Bought  into 
Spindletop,  record  Tex.  oil  strike 
1901,  died  191'2,  at  his  desk.  Son  J. 
Howard  president  1912-47,  last 
Pew  to  run  firm,  returned  as  chair- 
man 1963-69  (d.  1971).  Family  scat- 
tered. Communication  link:  great- 
grandson  Andy,  50,  president  Sun 
subsidiary,  got  there  the  hard  way. 
Started  as  lab  technician;  now  last 
Pew  in  management.  Family  still 
has  control,  but  not  tight-knit.  De- 
vout Presbyterians,  Republicans, 
maintain  $1.8  billion  Glenmede 
Trust,  believed  second-largest  char- 
itable foundation  in  U.S.  Numer- 
ous descendants  share  6%  Sun  Co. 
stock,  other  assets,  worth  at  least 
$325  million. 


"We  give  you  more 
luality  services  than  any 
other  discount  broker." 


"Commission  discounts  are 
mportant.  But  there  are  many 
services  that  are  just  as  important. 
When  you  choose  a  brokerage  firm, 
m  should  get  a  complete  package. 
That  means  discounts 
and  service'. 


Charles  Schwab 
Chairman  and  Founder 
Charles  Schwab  &  Co.,  Inc 


We  give  you  these  quality  services: 

iS  24 -hour  order  entry  so  you  can  place  your  orders 
at  your  convenience. 

\S  Instant  execution  on  most  market  orders.  Often 
we  can  confirm  your  order  while  you're  still  on 
the  phone. 

High  interest  on  your  uninvested  funds  with  a 
Schwab  One  Account  or  Money  Market  Fund. 

Increased  buying  power  with  low- cost  margin 
loans. 

iS  Over  250  no-load  and  low  load  mutual  funds 

that  you  can  buy  through  your  Schwab  discount 
brokerage  account.  It's  just  as  easy  as  buying  stocks. 

(Prospectuses  available) 

No  sales  pressure— ever. 

\S  Plus  discounts  of  up  to  76%  on  commissions 

compared  to  rates  charged  by  full- commission  firms. 

FOR  A  FREE  BOOKLET 
describing  our  quality  services  and  our  discounts 


Call  toll  free  today: 

1-800-554-7800 

In  Georgia  call  1-800-872-6601 
24  hours  a  day,  or  mail  this  coupon. 


□  Please  send  me  free 

discount  brokerage  information. 

Name  


Please  Print  Clearly 


Address. 
City  


State/Zip. 


Charles  Schwab 

America's  Largest  Discount  Broker 

Member  New  York  Exchange,  Inc./SIPC 

New  York:  335  Madison  Avenue,  Bank  of  America  Plaza,  NY  10017 
San  Francisco:  101  Montgomery  Street,  CA  94104 
Los  Angeles:  1901  Avenue  of  the  Stars,  Suite  175,  CA  90067 
Chicago:  70  West  Madison  Street,  Suite  1300,  IL  60602 
Over  90 offices  serving  the  U.  S.A. 

HI  A  BankAmerica  Company 
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Pittsburgh  origin.  Henry  Phipps 
(1839-1930),  son  of  Philadelphia 
cobbler,  grew  up  Allegheny,  Pa. 
with  neighbor  Andrew  Carnegie. 
Became  partners,  pioneered  Besse- 
mer process  of  manufacturing  steel. 
Phipps  took  $50  million  in  stock  on 
sale  to  J. P.  Morgan  1901.  Moved, 
like  innumerable  others  who  made 
it  elsewhere  (including  Carnegie), 
to  NYC.  Established  Bessemer 
Trust  1907,  split  among  5  children; 
family  now  into  fifth  generation, 
has  some  200  members  living 
mostly  NYC  and  Florida.  Litiga- 
tion, ill  will  over  trust  manage- 
ment. Heirs,  including  socialite 
Guests  and  philanthropic  Phippses 
(see  also  Howard  Phipps,  Anne  Sida- 
mon-Eristoff),  share  in  investment 
portfolio,  real  estate,  shipping,  en- 
ergy interests  estimated  worth  $1.8 
billion. 


Seattle.  Descendants  of  William  Pi- 
gott  Sr.  Founded  Pacific  Car  & 
Foundry  1905  as  steel  company,  be- 
gan manufacturing  railway  cars; 
entered  heavy  truck  industry  1945 
with  purchase  of  Kenworth.  Now 
$1.9  billion  Paccar  Inc.,  leading 
heavy-trucking  manufacturer:  Ken- 
worth,  Peterbilt  trucks,  designer 
commercial  vehicles — "the  Rolls- 
Royces  of  trucking."  Grandson 
Charles  currently  president  of  Pac- 
car. Brother  James  on  board  of  di- 
rectors, recently  started  new  ven- 
ture: Management  Resources  &. 
Services,  full-service  consulting  for 
small  business.  Over  20  family 
members  believed  to  hold  40%  Pac- 
car stock.  With  other  interests  net 
worth  exceeds  $310  million. 


Bryn  Athyn,  Pa.,  et  al.  Devout  Scot- 
tish immigrant  and  former  telegra- 
pher from  Pennsylvania  Railroad, 
John  Pitcairn  founded  glassmaking 
plant  on  shores  of  Allegheny  River 
1883.  Dispute  with  partner  yielded 
2  companies:  PPG  and  rival  Libbey- 
Owens-Ford.  John  expanded  into 
chemicals,  died   1916.  Heirs  re- 


tained equity  interest  in  firm  (14% 
PPG  stock),  hired  outsiders  to  man- 
age (last  Pitcairn  in  company  re- 
tired 1935).  John  helped  found  Swe- 
denborgian  church  in  Bryn  Athyn, 
son  Raymond  designed  cathedral, 
son  Theodore  pastor  to  1962;  son 
Harold  developed  autogyro  1920s. 
Family  cut  ties  with  PPG  late  1985, 
liquidated  remaining  stock  portfo- 
lio this  year.  Proceeds  in  excess  of 
$600  million  distributed  among 
some  285  relatives. 


St.  Louis,  et  al.  Descendants  of  Jo- 
seph Pulitzer  (1847-1911),  poor 
Hungarian  immigrant,  sometime 
politician,  who  settled  in  St.  Louis 
after  Civil  War,  bought  bankrupt 
Dispatch  1878  for  $2,500;  stressed 
muckraking.  Eventually  merged 
with  Post;  bought  out  partner.  With 
profits  bought  New  York  World  1883; 
became  leading  U.S.  paper,  now  de- 
funct. Founded  first  journalism 
grad  school,  Columbia  1903;  estab- 
lished Pulitzer  Prizes.  Today  Pulit- 
zer Publishing  2  dailies  (inch  flag- 
ship Post -Dispatch),  7  TV  stations,  2 
radio.  Family  fight  1986  after  10 
members  with  43%  of  stock  (but  no 
operating  control)  gave  A.  Alfred 
Taubman  (which  see)  option  to  buy 
company  for  $625  million;  since 
sold  back.  Grandsons — Joseph  Jr., 
brother  Michael,  cousin  David 
Moore — with  54%  stock,  control 
over  voting  trust,  opposed;  case  in 
courts.  Joseph  Jr.:  "I  was  not  trained 
by  my  father  to  liquidate  this  com- 
pany." Heirs  worth  over  $450  mil- 
lion (more  to  Alfred  Taubman). 


HI 

Newspapers.  Indianapolis,  et  al.  Eu- 
gene Collins  Pulliam,  son  of  Kansas 
Methodist  minister.  Worked  as  re- 
porter but  saw  money  was  in  own- 
ership. Bought  Atchison  (Kans.) 
Champion  1912;  kept  buying,  sell- 
ing, building  up  equity:  23  papers  in 
8  states  during  Depression.  Bought 
Indianapolis  Star  1944,  2  Phoenix 
dailies  1946,  Indianapolis  Sews 
1948:  today  heart  of  Central  News- 
papers Inc.  Known  for  conservative 
views;  recruited  Barry  Goldwater  to 
politics.  "I've  never  been  interested 


in  the  money  we  make  but  in  the 
influence  we  have."  Died  1975. 
Central  Newspapers  in  trust  for  his 
3  children,  controlled  by  widow 
Naomi  (Nina),  son  Eugene  Smith 
Pulliam,  family  associate  William 
A.  Dyer  Jr.  With  Nina  retired,  Gene 
S.,  72,  now  patriarch  of  family  for- 
tune worth  over  $400  million. 
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Seattle,  et  al.  Descendants  of  Sol  G.j 
Simpson  who  cofounded  Simpson] 
Timber  with  A.H.  Anderson  1890. 
William  Reed  Jr.,  47,  great-grand- 
son of  the  founder,  is  current  CEO. 
Valuable  Washington  state,  Cali- 
fornia timberlands;  papermaking 
operation  was  added  1951  (Simpson 
Lee  Paper  sold  1971).  Pioneered  log- 
ging community  Camp  Griswald, 
with  "sustained  yield"  harvesting 
policy  1946;  closed  1985.  Family 
launched  buy-back  crusade  1970s 
to  take  company  private;  purchase 
price  of  shares  recently  ran  up- 
wards of  $75,000/share.  1985  reve- 
nues were  over  $750  million.  Fewer 
than  50  Simpson  descendants  share 
fortune  valued  at  $300  million. 


NYC  area.  Jack,  79,  started  as  small 
Bronx  builder  1928,  moved  to  Man- 
hattan mid-1950s.  Still  runs  com- 
pany; active  many  Jewish  chanties. 
Son  Burton,  49,  president  Jack  Res- 
nick  &  Sons,  Inc.  "They  work  as 
one."  Control  5  million  sq.  ft.  of 
NYC  office  space,  over  2,500  apts., 
NYC,  Fla.,  N.J.  Profitable  new  35- 
story,  1  million-sq.-ft.  office  build- 
ing at  South  Street  Seaport.  Now 
building  downtown  office  for  R.R. 
Donnelley  &  Sons  and  43-story 
Symphony  House  condos/office 
near  Carnegie  Hall.  Low  profile:  "A 
public  company  deals  with  other 
people's  money.  We  deal  with  our 
own."  And  with  partners',  fre- 
quently Belfers'  < which  see).  Both  art 
lovers.  Deny  great  wealth,  but 
share  fortune,  with  family,  exceed- 
ing S350  million. 


Greensboro,  N.C.,  Connecticut,  et 
al.  Pharmacist  Lunsford  Richard- 
son gambled  life  savings  ($8,000)  at 
55  on  small  NC  drugstore,  sold 
1907  to  finance  creation:  Vicks  Va- 
porub  (named  after  brother-in-law). 
"I  dreamed  dreams  of  a  worldwide 
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e  Pitney  Bowes 

dular  Mailing  System 

reases  your  mail  room  capacity 
onomically,  one  step  at  a  time. 

Our  6200  Modular  Mailing  System  can  save  you 
cost  and  aggravation  of  replacing  mailing  equipment  each 
e  your  mailing  needs  change. 

Just  add  features  to  your  meter  whenever  it's  practical. 

That  way  as  your  business  takes  off,  your  mail  room  expenses  won't. 

For  a  big  increase  in  mail  volume,  upgrade  to  ©  an  automatic  feeder.  For 
reased  package  volume,  you  have  the  option  of  ®  a  strip-tape  unit  or  a  roll-tape 
t.  For  accurate  weighing,  add  (D  an  electronic  scale  and  stand.  And  to  avoid 
s  to  the  post  office,  add  ©  our  exclusive  POSTAGEf&PHONE.  ™  postage  meter. 

Call  1-800-MR.  BOWES,  ext.  227.  Or  write  to  Pitney  Bowes,  1702  Pacific  St., 
Jmford.CT  06926-0700. 


d  Pitney  Bowes 


VITAL 


Sometimes  basic,  sometimes  sophistical 


It  lakes  tremendous  force  to  lift  and 
land  a  jumbo  jet  or  to  move  an  aircraft  carrier 
into  dock.  And  it  takes  precise  control  to  do  it 
safely.  The  products  needed  to  achieve  this 
control  may  require  advancing  the  state  of  the 
art,  while  others  are  less  complex. 

That  same  interdependent 
relationship  between  power 
and  control  exists  wherever 
modern  technology  exists. . . 
on  military  bases,  in  hospitals, 
manufacturing  plants 
and  more. 

Parker  products  are  at  the  heart 
of  vital  technologies,  performing 
essential  tasks  throughout 
the  world.  iA 

»  *  Paul  Schloemer 

President  and  / 
Chief  Executive  Officer.  L 

Parker  provides  the  vital  technologies 
that  harness  and  take  command  of  force  and 
motion.  The  most  vital  technology  in  the 
world  involves  controlling  force  and  motion  and 
it  is  involved  in  everything  from  your  personal 
health  to  your  country's  security. 

Innovation  in  motion 

Virtually  everywhere  you  look, 
Parker's  innovative  parts,  components, 
and  systems  are  getting  things  moving 
and  getting  things  done  —  by 
providing  control  of  force 
and  motion. 

Meeting 
today's  needs 

Parker  Hannifin  is  a 
broadly  based,  $1.5-billion 
dollar  organization 
which  supplies  1.000 


Parker's  advanced  microstep  technology 
will  enable  automation  equipment 
to  take  on  more  exacting  tasks 


diverse  markets  with  a  vast  array  of  produci 
to  control  pressure,  force,  and  motion.  Parke 
has  the  size  and  scope  to  satisfy  the  4 
quality  and  volume  requirements  of  major 
customers  worldwide. 

It's  no  wonder  then,  that  industry 
around  the  world  and  the  U.S.  Defense 
Department  routinely  turn  to  Parker  when  | 
specifications  call  for  vital  technology. 
The  company  has  played  an  important  role 
everything  from  cars  to  space  vehicles. 

But  Parker  has  an  even  more  immedii 
impact  on  your  life.  Whenever  you  travel  ini 
a  commercial  aircraft,  for  instance  —  Parker 
products  are  aboard  every  plane  now  flying 
the  free  world.  Parker  products  also  ride  in 
passenger,  agricultural,  and  military  vehicle: 
they  take  to  the  water  in  ships  and  submarine 
they  work  on  production  lines  in  factories 
around  the  world. .  .and  they're  an  integral  p; 
of  many  advanced  diagnostic  and  treatment 
devices  used  in  health  care  today. 

Planning  for 
tomorrow's  needs 

Vital  technology  is  many  things  — 
it  evolves  and  changes  as  new  applic 
tions  emerge.  Remaining  responsive 
new  applications  in  the  marketplace 
is  one  of  Parkers  top  priorities. 

Supporting  that  prior 
jj^fj^^r^X/.      are  the  company's  R& 
I  L^sss^srW*  activities.  Electro-hydrai 
fiber  optics,  load-sensin 
hydraulic  systems,  micro- 
electronics, and  biomedical 
instrumentation :  all  these  are  a 
of  intense  resean 
at  Parker  —  and. 
already,  they're 
paying  off. 


IOLOGIES 


jbut  always  indispensable. 


iology  transfer  helps  speed  Parker's 
progress,  too,  as  the  technological 

know-how  acquired  in  aero- 
space projects 


in  133  of  its 
product  lines.  The 
company's 
acquisition 

;gy 

es  on 
huing  that 
irship 
i^oa 

i  n  entry 
itV  and 
:d  markets, 
ind  out  product  lines,  and  to  further 
rate  existing  markets. 

Compumotor  is  a  good  example  of  this 
;gy  at  work.  This  recently  acquired 
>any  specializes  in  the  production  of  micro- 
;ssor-based  controls  for  motion -control 
cations.  Compumotor's  unique  microstep 
iology  enables  certain  kinds  of  motors 
ike  as  many  as  50,000  individual  stops  in 
evolution  (this,  in  turn,  enables  simple 
nated  equipment  to  take  on  exacting  tasks). 

Other  examples?  Schrader  Bellows,  an 
national  maker  of  pneumatically  controlled 
:es  used  throughout  industry. 
1  Bellows,  producer  of  a  top-quality  line 
scision-welded  bellows  and  pumps  for 
.pace  and  other  high  tech  applications. 


Racor  and  Finite  Filter  significantly  improve 
Parker's  position  in  the  fast  growing  fluid 
filter  business. 

These  companies 
are  typical 

of  the  kinds  of 
organizations  Parker  seeks  out : 
they  have  a  history  of 
technological  competency, 
cost-effective 
production, 
outstanding 


manage- 
ment, and 
healthy 
market  position. 
As  you 
can  see, 
Parker 
believes  in 
growing  not  just 
larger,  but  better  — 
so  today's  customers  will  be  customers 
tomorrow,  too. 

For  more  information,  write 
Parker  Hannifin  Corporation, 
Dept.  FB- 
17325 
Euclid 
Avenue, 
Cleveland, 
Ohio 
44112- 
1290. 


A  result  of  vital 
technology... the  smallest, 
lightest  ambulatory  infusion 
pump  ever  created. 


Parker 


ital  technologies  for  today  and  tomorrow. 


business."  Came  true:  Post-WWI 
flu  epidemic  quadrupled  sales,  rep- 
utation made.  Son  H.  Smith  Sr.  (d. 
1972)  architect  Vicks  Chemical, 
later  Richardson-Merrell  Inc.  (Ce- 
pacol,  Bendectin).  Sold  to  Dow 
Chemical  1981  for  $80  million 
stock,  created  Richardson-Vicks 
(Clearasil,  Nyquil).  Reluctantly 
merged  with  Procter  &  Gamble  at 
big  profit  1985.  Family  remains 
close;  quarterly  newsletter,  biannu- 
al reunions.  "We  work  in  the  morn- 
ing, play  in  the  afternoon."  Sales 
proceeds  reinvested  in  stocks,  real 
estate  plus  50%  of  Piedmont  Man- 
agement. Minimum  worth  is  $575 
million. 


Children,  grandchildren  of  Nelson 
Rockefeller  (1908-79),  liberal  Re- 
publican 4-term  governor  New 
York,  appointed  Vice  President  un- 
der Gerald  Ford;  grandson  John 
Davison  Rockefeller,  founder  of 
Standard  Oil  Trust,  world's  first 
billionaire.  "Rocky"  the  gregarious 
leader  of  "Brothers"  generation  of 
family,  left  4  surviving  children  by 
first  marriage  (son  Michael  d.  New 
Guinea  1961);  2  by  second  wife 
Margaretta  (Happy)  Fitler  Murphy. 
First  family:  Rodman  Clark,  54, 
NYC.  Divorced,  remarried;  4  chil- 
dren by  first  marriage.  Followed  fa- 
ther to  Dartmouth,  now  chairman 
of  his  agribusiness,  International 
Basic  Economy  Corp.  Member, 
Council  on  Foreign  Relations.  As- 
pires to  father's  role  as  family  lead- 
er. Also:  venture  capital,  real  es- 
tate. Ann  Clark  Rockefeller  Rob- 
erts (Mrs.  T.  George  Roberts):  52. 
Greenwich,  Conn.  Divorced,  re- 
married; 4  children,  4  stepchildren. 
Works  as  landscape  architect.  Ste- 
ven Clark:  50.  Middlebury,  Vt.  Di- 
vorced twice,  remarried;  3  children 
by  first  marriage,  1  by  second. 
Princeton  grad,  joined  Army,  mar- 
ried Norwegian  maid,  worked  brief- 
ly Rockefeller  Center.  Quit,  en- 
tered Union  Theological,  divorced 
maid,  became  theology  professor. 
Now  dean  of  Middlebury  College. 
Mary  Clark  (Mrs.  Thomas  B.  Mor- 
gan): NYC.  48.  Divorced,  remar- 
ried; 3  children  by  first  marriage. 
Helped  establish  public  health  proj- 
ect Navajo  Indian  reservation  late 


1950s.  Serves  on  board  Metropoli- 
tan Museum  of  Art.  Second  family: 
Nelson  Aldnch  (r.  22.  Dartmouth 
grad,  working  NYC  for  Republican 
gubernatorial  candidate  O'Rourke. 
Mark  Fitler,  19.  Younger  boys  do 
not  benefit  from  1952  family  trusts; 
Nelson  made  up  difference.  Com- 
bined share  in  Rockefeller  fortune 
estimated  over  $750  million.  (See 
also  other  Rockefellers,  O'Neill.) 


Greenwich,  Conn.,  NYC  and  vari- 
ous. Founding  father  William 
Rockefeller  (1841-1922),  genial 
brother  John  D.  Rockefeller,  ran 
Standard  Oil  of  New  York  (now 
Mobil)  until  Trust  busted  1911. 
Controlled  as  much  as  12.5%  of 
Trust,  plus  extensive  RR,  utility 
stocks.  Married  two  of  his  sons  to 
daughters  of  James  Stillman,  head 
of  National  City  Bank  of  N.Y.  (now 
Citibank).  Daughters  married  into 
McAlpin,  Dodge  fortunes.  Family 
still  owns  energy  stocks,  land  in 
Greenwich;  conservative,  decen- 
tralized management,  some  by 
family,  some  by  Indian  Rock 
(NYC),  run  by  Andrew  Carnegie 
Rockefeller,  57,  William's  great- 
grandson.  Over  75  heirs  share  in 
fortune  estimated  at  $350  million. 
Family  growing  faster  than  trusts. 
(See  also  other  Rockefellers.) 


NYC.  Rose  Associates,  one  of 
NYC's  oldest,  largest  investment 
builders  of  apartments.  Jerusalem- 
born  David  (d.  1986)  began  in  Bronx 
1920s,  later  Manhattan.  Now  3 
nephews — Frederick,  Daniel,  Eli- 
hu — all  brothers  and  Yale  grads; 
next  generation  warming  up  in 
bullpen.  Own  and/or  manage  vast 
properties  Manhattan,  Boston, 
Washington,  D.C.;  some  with  insti- 
tutions. Planning  $250  million,  26- 
acre  Atlantic  Terminal  redevelop- 
ment downtown  Brooklyn.  Fred  is 
the  builder,  Dan  does  long-range 
planning,  Elihu  manages.  They 
deny  much  equity  in  properties, 
claiming  many  foreign  investors, 
but  knowledgeable  peers  say  other- 
wise. Believed  worth  well  over 
$300  million. 


Philadelphia  area,  NYC,  et  al.  De- 
scendants of  Julius  Rosenwald  (d. 
1932),  Chicago-based  pioneer  of 
mail-order  shopping.  Bought  out 
Alvah  Roebuck  (1895)  and  Richard 
Sears  (1905),  built  company  to  larg- 
est general  merchandise  retailer  in 
world,  capitalizing  on  concept  of 
suburban,  rural  outlets.  Family  said 
to  hold  much  well-hidden  stock 
plus  other  investments.  Son  Les- 
sing  (d.  1979),  former  chairman  of 
Sears,  owned  world-class  art  collec- 
tion, heavy  hitter  in  philanthropic 
leagues;  lived  modestly.  Daughter 
Edith  Stern  (d.  1980)  civil  rights 
activist;  her  son  Edgar  a  family 
leader,  last  family  member  on  Sears 
board.  Around  100  family  members 
share  in  fortune  estimated  at  $300 
million  or  more. 


Portland,  Ore.,  Palm  Springs.  4  sur- 
viving sons  of  junkman  Samuel 
Schnitzer,  who  with  Harry  Wolf 
built  Alaska  Junk  Co.  early  1900s; 
Oregon  steel  mills.  Sons  expanded, 
prospered  in  scrap-dealing  post- 
WWII.  Contentious  buyout  of  Wolf 
family  1958  caused  bitterness  be- 
tween two  clans.  Schnitzer  group 
now  headed  by  Leonard,  60;  chiefly 
(Lasco)  shipping,  steel,  vast  real  es- 
tate in  Portland,  Seattle,  San  Fran- 
cisco area,  Guam.  Brother  Harold, 
62,  quit  1950  to  form  Harsh  Invest- 
ments (real  estate).  None  of  them 
likes  debt,  all  eschew  jet-set  life- 
style. Perhaps  richest  family  in  Or- 
egon; charitable,  very  private.  Fam- 
ily wealth  exceeds  $300  million; 
they  deny. 


jcn/i/u  (i.w.j 

Origin:  Cincinnati.  Descendants  of 
populist  Edward  Wyllis  Scnpps 
who  launched  Cleveland  Press  1878; 
grew  into  nation's  once-largest 
newspaper  chain.  Family  long  feud- 
ing: E.W.  broke  early  from  half- 
brother  James  (see  below)  who 
formed  own  firm.  Children  split  af- 
ter E.W.'s  death  1926:  1  grandson 
runs  separate  chain  (see  Edward  Wyl- 
lis Scripps),  6  other  grandchildren 
and  their  offspring  own  80% 
Scnpps-Howard  Broadcasting  (pub- 
lic), run  by  minority  Howard  fam- 
ily; also  own  some  88%  E.W. 
Scripps  Co.  (private).  Merged  with 
cousin's  John  P.  Scripps  Newspa- 


pers  1986;  now  19  dailies.  This 
scattered  branch  (over  40)  worth 
jrver  $1.2  billion  altogether.  Family 
:rust  dissolves  after  deaths  of  the  4 
eldest  grandchildren. 


This  Is  Your  Last 
Chance  To  Sell  Your 
Business  This  Year. 


.  /<■„/,/,,  (J. S.J 

Detroit  area,  La  Jolla,  Calif.,  et  al. 
Descendants    of   fames  Edmund 
Scripps,  English  immigrant  who  ar- 
rived in  Illinois  1844,  conceived 
"people's  press":  short,  simple  sto- 
ries for  working  class — radical  de- 
parture from  flowery,  elitist  papers 
'of  his  time.  Started  Detroit  (evening) 
•  Neil's  1873:  borrowed  much;  had 
family  sell  farm.  Big  success;  used 
formula  elsewhere.  Bitter  split  with 
half-brother  E.W.  (see  above)  early 
:  1900s  (d.  1906).  Built  into  Evening 
News  Association,  run  by  great- 
grandson  Peter  Bruce  Clark.  Sold  to 
Gannett  for  $717  million  1985. 
lOver  50  Scripps  descendants  share 
ifortune  worth  over  $700  million. 


I  Wilmington,  Del.  area,  and  Gaspar- 
i  ilia  Island,  Fla.  Heirs  of  Isabella  du 
)  Pont  Sharp,  sister  of  Pierre  (see  other 
\du   Pouts).    Brothers    Hugh  and 
Bayard  Sharp,  both  over  70,  were 
r  active  in  Du  Pont  and  Christiana 
Securities,     family  foundations. 
I  Hugh's  son,  Hugh  Sharp  III,  a  leader 
1  among  sixth-generation  du  Ponts, 
>  along  with  cousins  Edward  Brad- 
ford du  Pont  and  Irenee  du  Pont  Jr. 
Bayard  is  a  successful  Thorough- 
bred breeder.  Brothers  donated  $11 
million  parcel  of  land  for  Florida 
state  park.  Bayard,  Hugh  and  his 
three  children  share  in  fortune  of 
over  $350  million. 


Origin:  Chicago.  Northern  Trust 
banker  Byron  Smith  sensed  poten- 
tial of  two  Swedish  toolmakers. 
Bankrolled,  cofounded  Illinois  Tool 
Works  1912.  Milestone:  invention 
of  lock  washer  1924.  Mass  produc- 
tion of  tiny  products  (fasteners, 
nuts  and  bolts)  soon  upstaged  preci- 
sion tools.  Items  sell  for  under  a 
penny,  but  13,000  needed  for  one 
car  adds  up:  $596  million  sales  last 
year.  Developed  plastic  6-pack  car- 
rier, early  1960s.  ITW  now  diversi- 
fied (tools,  computer  components). 
Family  still  involved:  Byron's  son 
Harold  director,  honorary  chair- 
man; grandson  Harold  Jr.  chairs  ex- 


Values  paid  for  fine  privately  held  companies 
are  at  all  time  highs. 

Prices  that  are  being  paid  relative  to  earnings 
(16  times  on  average)  and  relative  to  book 
(21/2  times  on  average)  are  at  peak  levels. 

Better  yet,  you,  the  owner  can  lock  in  good 
value  at  a  20%  capital  gains  rate  before  it's 
raised  to  28%  on  January  1,  1987. 

The  interest  of  buyers  in  completing  a  trans- 
action is  also  at  an  all  time  high .  Most  of  them 
are  determined  to  maintain  their  high  values 
by  finding  good  closely-held  companies  that 
have  unexploited  areas  of  investment  where 
their  return  on  capital  can  be  higher. 

Also,  starting  in  1987,  buyers  will  no  longer 
be  able  to  write  up  assets  and  get  a  tax  benefit 
from  them.  (The  General  Utilities  doctrine 
will  be  cancelled.) 

How  should  you  determine  whether  to  sell, 
and  what  should  you  do  to  implement  it  now 
if  you  are  feeling  positive?  The  sale  of  your 
business,  indeed,  even  considering  it,  demands 
first-class  professional  advice.  Perhaps, 
Niederhoffer,  Cross  &  Zeckhauser,  Inc.  can 
assist. 

At  NCZ,  we  specialize  in  initiating  and  struc- 
turing merger  transactions  between  private 
and  public  companies  and  have  completed 
over    200    such    transactions    since  1970. 

Here  is  how  we  assist  you. 

Most  important,  we  pioneered  a  proprietary 
method  whereby  we  create  a  competitive 
market  for  a  business.  We  present  an  analytical 
report  to  buyers  in  a  systematic  fashion  where 
several  potential  partners  are  moving  forward 
simultaneously. 

Next,  we  maintain  an  exhaustive  data  bank 

that  includes  most  active  buyers  throughout 
the  world.  We  are  in  periodic  contact  with 
more  that  5,000  buyers  with  a  net  worth  in 
excess  of  $10  million. 


Also,  structuring  mergers  of  closely-held 
companies  is  our  main  business.  Our  profes- 
sional staff  works  with  diligence  and  dedica- 
tion servicing  our  clients,  the  owners  of  fine 
private  firms.  Our  office  is  open  18  hours  a 
day. 

Every  moment  and  action  is  geared  to 
providing  you,  the  seller,  with  a  beneficial 
transaction.  In  conjunction  with  our  offices 
in  Europe  and  the  Orient,  we  are  in  a 
position  to  locate,  contact  and  work  closely 
with  foreign  acquirers  interested  in  entering 
the  U.S.  market. 

With  these  thoughts  in  mind,  NCZ  has  been 
deluged  in  recent  weeks  with  interest  from 
both  buyers  and  sellers.  During  July  and 
August  alone,  NCZ  arranged  for  the 
introduction  and  completion  of  8  separate 
mergers,  our  highest  activity  ever. 

As  Founder  of  NCZ  and  participant  in  most 
of  our  principle  transactions  from  inception, 
I  have  learned  about  completing  deals  from 
owners  like  you.  Because  of  my  aggressive 
and  analytical  background  (Ph.D.  from  the 
University  of  Chicago  in  1969),  I  am  gener- 
ally considered  a  leader  in  arranging  sales  of 
closely-held  firms.  Naturally,  I  am  not 
involved  in  the  day-to-day  activities  of 
arranging  closings.  However,  because  of  the 
urgency  of  assisting  you,  the  owner,  before 
year  end  1986,  I  am  now  coming  back  to 
assist  one  fine  closely-held  firm  at  every 
stage,  in  every  aspect  of  completing  a  deal 
by  the  end  of  the  year. 

If  you  own  a  fine  business  with  a  proprietary 
niche  and  your  pre-tax  earnings  are  more 
than  $500,000,  please  write  or  call  me 
for  an  immediate  response  at  the  office 
(212)  371-4656  or  800-221-4464.  After 
hours,  call  (212)  664-1253: 

Victor  Niederhoffer 

Niederhoffer,  Cross  &  Zeckhauser,  Inc. 
49  West  57th  Street 
New  York,  NY  10019 


Source:  Don  Bowdren  Associates,  1985 


ecutive  committee;  David  is  v.p., 
treasurer.  Family  controls  28% 
ITW,  26%  Northern  Trust  Corp., 
worth  over  $350  million. 


Detroit.  Industrious  immigrant 
Bernhard  Stroh  came  to  Detroit 
with  $150  and  18th-century  family 
recipe  for  beer,  sold  brew  door-to- 
door  in  pushcart.  Grandson  Julius 
took  into  20th  century,  preserving 
"fire-brewed"  tradition.  Company 
grew  slowly,  survived  Prohibition 
by  making  ice  cream  (still  does). 
Sixth-generation  Peter,  58,  now 
chairman;  his  aggressive  acquisi- 
tions helped  secure  Stroh  as  third- 
largest  U.S.  brewer:  Broke  into  East 
by  buying  F&M  Schaefer  Corp. 
1981,  solidified  Midwest  with 
Schlitz  purchase  1982.  Company 
rumored  healthy  despite  heavy 
debt,  flat  beer  market.  "In  my  heart 
I  knew  it  was  either  grow  or  go." 
Valued  at  $300  million,  controlled 
by  30  family  members. 


Kansas  City,  Mo.  Sutherland  Lum- 
ber Co.  Heirs  of  Robert  Sutherland, 
who  founded  cash-only  building 
supply  chain  1934.  Sons  Herman 
Robert,  74,  Robert  Quentin,  67, 
Dwight  Dierks,  63,  John  William, 
62,  daughter  Donna  (Mrs.  Samuel 
C.  Pearson),  73,  helped  build  chain 
to  96  stores,  most  of  them  in  small- 
er cities  and  towns.  Boys  all 
dropped  out  of  college  to  work  in 
business  or  fight  in  WWII.  Third 
generation  of  all  branches  active  in 
business;  among  last  of  kind  to  re- 
main private.  Known  as  major  Kan- 
sas City  philanthropists.  Other  as- 
sets include  oil,  banking  interests. 
Family's  net  worth  exceeds  $350 
million. 


San  Francisco.  Real  estate  magnate 
Benjamin  Swig  (d.  1980)  operated  in 
Boston  while  partner  Jack  Weiler 
(see  family)  operated  NYC;  moved 
to  San  Francisco  1946.  Bought  com- 
mercial properties;  now  Swig, 
Weiler  &  Arnow  owns  at  least  5 


million  sq.  ft.  office  space.  Bought 
Weilers'  half-interest  in  luxury 
2,380-room  Fairmont  hotels  (SF, 
New  Orleans,  Dallas,  Denver)  1982 
for  estimated  $200  million.  Build- 
ing 1,225  rooms  Chicago,  San  Jose. 
Still  partners  in  almost  all  other 
properties.  Melvin,  69,  heads  opera- 
tions; once  owned  predecessor  of 
Minnesota  (hockey)  North  Stars. 
Brother  Richard,  61,  runs  hotels. 
Brother-in-law  Richard  Dinner,  65, 
comanaged  holdings;  now  retired. 
Their  fortune  over  $500  million. 


Diboll,  Tex.,  et  al.  Thomas  Louis 
Latane  Temple  Sr.  founded  compa- 
ny on  7,000  acres  Texas  timberland 
1893.  Son  Arthur  inherited  200,000 
acres  and  $2  million  debt  1934.  By 
1973  half-million-acre  forest  earn- 
ing $9.6  million  annually,  low  debt; 
overseen  by  imaginative  grandson 
Arthur  Jr.  Developed  perpetual  for- 
est, selective  harvesting.  Merged 
with  Time  Inc.  1973;  Wall  Street 
rumored  Time  moving  to  Diboll, 
stock  fell.  Time  spun  off  Temple- 
Inland  1984;  Arthur  Jr.,  66,  runs 
firm,  controls  largest  timber  hold- 
ings in  state.  Son  Arthur  III  (Buddy) 
formerly  chaired  Texas  Railroad 
Commission,  runs  family  invest- 
ment company,  diversified,  includ- 
ing 5%  share  in  Dallas  Cowboys. 
Five  family  branches  own  substan- 
tial stake  in  Time  Inc.,  etc.,  worth 
at  least  $725  million. 


Dallas.  Southland  Corp.  Ice  compa- 
ny executive  Joseph  C.  Thompson 
heeded  late-night  customers  who 
complained  there  was  nowhere  to 
buy  bread  and  eggs.  Result:  the  con- 
venience store.  Bankrupted  during 
Prohibition;  cold  beer  sales  spurred 
recovery  1935.  Renamed  7-Eleven 
stores  1946  to  reflect  longer  hours; 
soon  open  24  hours.  Went  public 
1968.  Company  now  run  by  foun- 
der's three  sons:  John,  60,  chair- 
man; Jere,  54,  president,  CEO;  Jo- 
die, 46,  senior  executive  vice  presi- 
dent. Today  stores  in  41  states,  12 
countries.  Family  controls  6.1  mil- 
lion shares  Southland  Corp.  worth 
$300  million. 


San  Francisco.  Doug,  43,  founded 
North  Face  outdoorsman  equip- 
ment company  1965,  sold  for 
$50,000  four  years  later;  now 
multimillion-dollar  concern:  "No 
regrets."  With  wife,  Susie,  44, 
founded  Esprit  de  Corp.,  au  courant 
apparel  company  for  women,  1971. 
Sole  owners  U.S.  operations;  part- 
nerships abroad  account  for  over 
half  the  business;  pretax  profits  $50 
million.  Doug  an  avid  mountain 
climber,  kayaker.  Won't  consider 
selling  company:  "It's  one  of  my 
favorite  sports."  Preppy  Califor- 
nians,  joint  owners  under  law;  "one 
person,"  according  to  Doug.  Com- 
bined net  worth  over  $350  million. 
Two  daughters. 


Kalamazoo,  Mich.  Descendants  of 
Drs.  Henry  and  William  Erastus 
Upjohn,  innovative  brothers  from 
5-doctor  family.  Farmboys  who  in- 
vented knot-tying  device  for  baling 
hay;  W.E.  hit  pay  dirt  with  first 
dissolvable  pill.  Founded  Upjohn 
Pill  and  Granule  Co.  1886.  Devel- 
oped Phenolax,  premier  flavored 
laxative  (mint)  1908.  W.E.  bought 
out  brothers  1909  to  halt  family 
feuds.  Pioneered  oral  digitalis  tab- 
let for  heart  patients  (1919),  later 
antibiotics.  Aided  war  effort  in 
1940s  with  penicillin  production, 
serums.  Went  public  1958.  Today 
Upjohn  Co.  (Kaopectate,  Motrin) 
run  by  husband  of  founder's  grand- 
daughter. Latest  potential  hit  is 
Minoxidil  baldness  treatment,  cur- 
rently before  FDA.  James  Gilmore 
(which  see)  related.  More  than  20 
descendants  control  25%  of  compa- 
ny worth  over  $650  million. 


NYC.  Jack  Weiler,  82,  operated  in 
New  York  while  partner,  cousin 
Ben  Swig  (see  Swig  family),  handled 
Boston,  then  San  Francisco.  Top 
lease  broker  for  big  retail  chains 
1940s,  1950s.  Now  Swig,  Weiler  & 
Arnow  owns  at  least  5  million  sq. 
ft.  offices,  mostly  NYC  and  SF,  also 
Houston.  Swigs  paid  estimated 
$200  million  for  Weilers'  half-inter- 
est in  luxury  Fairmont  hotel  chain 
1982;  partners  still  in  nearly  all 
else.  Jack  early,  big  Israel  backer, 
built  housing  for  Israeli  immi- 
grants; now  spends  most  time  on 
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UNCOMMON  KNOWLEDGE. 

>V/ss  Bank  Corporation's  financial  sophistication 
is  the  key  to  success  in  complex  transactions. 

Swiss  Bank  Corporation's  commit-     Corporation's  uncommon  breadth 
ment  to  the  U.S.  market,  the  most      of  experience  and  expertise  in 
important  financial  market  in  the       structuring  and  handling  complex 
world,  is  proven.  Since  1939,  Swiss  transactions. 
Bank  Corporation  has  maintained  Further,  our  "AAA"  ratings 

reflect  our  ability  to  sustain  a 
commitment  to  our  clients. 

Bring  Swiss  Bank  Corporation's 
financial  sophistication  to  your 
doorstep,  and  find  out  how  our 
uncommon  knowledge  could  make 
a  world  of  difference. 

Swiss  Bank 
Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 

sneral  Management  in  CH-4002  Basle,  Aeschenplatz  6.  and  in  CH-8022  Zurich,  Paradeplatz  6.  Over  200  offices  throughout  Switzerland, 
lin  Office  U.S.A.:  New  York,  Four  World  Trade  Center,  10048.  212/574-3000  Branches:  Chicago.  Three  First  National  Plaza.  60602.  312/346-0350 
!d  San  Francisco,  101  California  Street.  94111.  415/774-3300  Agencies:  Atlanta,  235  Peachtree  St  ,  N.E  30303,  404/522-1600  and  Houston, 
e  Allen  Center.  77002,  713/658-0561  Representative  Offices:  Dallas,  500  North  Akard  St.,  75201,  214/740-3838  and  Los  Angeles. 
DW  Sixth  St.,  90017,  213/489-5900. 


one  of  the  largest  domestic 
operations  of  any  foreign  bank 
in  the  U.S. 

From  commercial  banking  to 
investment  banking  to  economic 
counseling,  U.S.  companies  can 
benefit  greatly  from  Swiss  Bank 


Our  Mobile  Systems  subsidiary 
currently  serves  six  major  cities  with 
cellular  phone  service.  In  each  of  these 
metro  areas,  we  have  a  communications 
control  center. 

With  conventional  technology,  a  tech- 
nician would  have  to  be  on  duty  24  hours 
a  day  at  each  center.  In  case  anything 
went  wrong. 

But  Rich  Falk,  an  employee  of  ours, 
had  a  better  idea.  He  calls  it  "Nightwatch', 
— a  software  program  that  monitors  all  of 
the  control  centers  around  the  clock. 

Now,  when  a  problem  arises,  a  cen- 
tral computer  notifies  the  service  person 
in  the  appropriate  area.  Via  telephone 
beeper. 

In  most  cases  he  can  make  the 
necessary  repairs  without  leaving  home. 
With  a  portable  terminal  linked  to  the 
central  computer. 

So  instead  of  six  people  working  all 
night,  a  single  technician  is  alerted  only 
when  needed.  And  this  helps  us  save  more 
than  $600,000  each  year.  While  still 
assuring  reliable  customer  service. 

Thanks  to  Rich,  a  computer  now 
watches  over  our  entire  mobile  network. 
And  as  a  result,  practically  everyone  gets 
a  good  night's  sleep. 

Making  the  most  of  what  ue  know  best. 


Southwestern  Bell 
Corporation 


ed  to  take  six 
to  do  this  job 


owned  sports  teams  and  arenas,  in- 
eluding  Madison  Square  Garden; 
sponsored  over  50  championship 
boxing  matches;  sports  empire 
overthrown  in  1957  antitrust  suit. 
Died  1983.  Son  William  Wirtz  now 
head  of  family;  ordered  to  pay  $1.53 
million  damages  to  Norris'  daugh- 
ter in  stock  fraud  case.  Sued  by  Mil- 
waukee businessman  over  owner- 
ship NBA  Chicago  Bulls.  Arthur's  2 
sons,  2  daughters  share  banks,  ma- 
jor liquor  distributors,  part  owner- 
ship Chicago  (hockey)  Black  Hawks 
and  Bulls,  over  50  residential  build- 
ings, farm,  stables,  hotel,  more. 
William  denies  extent  of  fortune, 
estimated  at  over  $370  million. 


Wo/fe 

Columbus,  Ohio  and  Calif.  Descen- 
dants of  brothers  Robert  F.  and  Har- 
ry P.,  creators  of  19th-century  for- 
tune built  on  Wear-U-Well  shoes. 
Diversified  into  media:  bought  Co- 
Iambus  Dispatch  1905;  eventually, 
TV  and  radio  stations.  Politically 
influential:  "A  bastion  of  Republi- 
canism." Long  considered  one  of 
Ohio's  most  powerful  families. 
Also  investment  banking,  real  es- 
tate, Ohio  magazine.  Grandson  Ed- 
gar was  Dispatch  publisher;  died  in 
1975  plane  crash.  Founders'  grand- 
sons John  W.  and  John  F.  (cousins) 
lead  14  family  members;  fortune 
worth  at  least  $325  million.  "We're 
not  selling,  so  who  would  know?" 


awn 


philanthropies.  Son  Alan,  52,  com- 
pany attorney,  very  active  in  family 
operations.  Also  active:  son-in-law 
Robert  Arnow,  62,  former  chair- 
man United  Jewish  Appeal  (as  was 
Jack).  They  share  fortune  worth 
some  $480  million. 


//«"//<•  ■ /'/hi  <■//.,<•  >> 


St.  Paul,  Seattle,  et  al.  Frederick 
(1834-1914)  emigrated  from  Ger- 
many at  18,  found  work  at  sawmill. 
Rescued  from  bankruptcy,  used  as 
foundation  for  an  empire.  Shrewd 
businessman,  purchased  900,000 
acres  (1900)  from  RR  magnate 
James  J.  Hill  for  $6  an  acre.  Soon 
controlled  timberlands  from  Min- 
nesota to  the  Atlantic.  Angered 
Teddy  Roosevelt  with  cut-and-run 
methods.  Conservation-minded 
grandson  John  Philip  opened  land 
to  hunters,  fishermen,  created 
parks  and  pioneered  tree  farms.  To- 
day Weyerhaeuser,  Inc.  "Best  of  the 
S.O.B.s"  according  to  some  envi- 
ronmentalists. Owns  46%  of 
Mount  St.  Helens.  Family  still  con- 
trols 10%  Weyerhaeuser  (great- 
grandson  George  CEO).  Also  over 
40%  Potlatch,  15%  Comshare, 
banking  and  investment  co.  Family 


numbers  216  and  growing:  "Name- 
tags  are  a  permanent  feature  at  fam- 
ily reunions."  Worth  at  least  $750 
million. 


Southern  California.  Descendants 
of  Mericos  H.  Whittier,  cofounder 
Belridge  Oil  1911;  president  until 
death  1925.  Family  sold  company 
to  Shell  Oil  1979,  largest  takeover 
to  that  time;  Mericos'  4  children, 
families  received  $475  million  after 
taxes.  Philanthropist  Helen  Whitti- 
er Woodward  (d.  1984)  donated  eye 
institute  to  Scripps  Foundation, 
Asia  complex  to  San  Diego  Zoo. 
Surviving  brother  Paul,  82,  board 
chairman  M.H.  Whittier  Corp.  (oil), 
"going  strong."  Families'  net  worth 
should  exceed  $650  million. 


Chicago.  Descendants  of  Arthur 
Wirtz,  real  estate  baron  and  sports 
monopolist.  Accumulated  Chicago 
buildings  starting  1920s,  snapped 
up  Depression-era  bargains.  Es- 
chewed debt  religiously.  With  grain 
speculator  Jim  Norris  (d.  1966), 
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Leadership 

•  Setting  the  pace:  being  out  front  in  five  diverse 
business  areas. 

•  Showing  the  way;  e.g.,  achieving  in  1985  all- 
time  highs  of  $11.3  billion  in  sales,  $595-3 
million  in  net  income  and  a  21.8  percent  return 
on  average  stockholders'  equity. 

•  Taking  the  initiative,  as  by  investing  $2.5  billion 
in  capital  expenditures  over  the  past  five  years. 


Marshaling  its  worldwide  resources, 
:kwell  International  is  strengthening 
dership  positions  in  all  the  principal  mar- 
s  we  serve. 

Zhief  among  those  resources  are  123,000 
ployees  worldwide,  25,000  of  them  engineers, 
sntists  and  supporting  technical  personnel.  We 
:ked  them  with  a  1985  R&D  investment  of  $1.5  bil- 

k  a  record  $367  million  of  it  company-initiated.  And  A         ^  ROCkWOll 


w  the  Allen-Bradley  Company,  a  world  leader  in  indus-  wpri^  Intern  ol-i/\rici 

i\  automation,  is  a  part  of  Rockwell.  ^  ^ 
\nother  impressive  measure  of  Rockwell  leadership  is 

consecutive  years  of  increased  earnings.  To  learn  . .  .where  science  gets  down  to  business 
)re  about  us,  write:  Rockwell  International, 

partment  815R-178,  600  Grant  Street,  Aerospace  /  Electronics  /  Automotive 

tsburgh  PA  15219  General  Industries  /A-B  Industrial  Automation 


ASK  YOUR  GUARDIAN. 

The  Guardian  manages  a  $3  billion 
high-quality,  long-term  investment  port- 
folio for  its  policyholders.  This  portfolio 
serves  to  provide  our  life  insurance 
clients  with  exceedingly  attractive  and 
stable  investment  returns  with  automatic 
completion  of  their  programs  at  retire- 
ment, death  or  in  the  event  of  disability. 


Based  on  The  Guardians  current 
dividend  scale,'  Comparative  Rates  of 
Return  from  8%  to  13%  tax-deferred  can 
be  achieved  with  The  Guardians  new 
Spectrum  series  of  life  insurance  prod- 
ucts. The  Comparative  Rate  of  Return 
measures  the  yield  at  which  you  would 
have  to  invest  your  funds,  after  deduct- 
ing the  cost  of  insurance,  to  equal  the 
yield  on  the  cash  value  of  Spectrum. 


L  Dividends  are  neither  estimated  nor  guaranteed.  Actual  future  dividends  may  be  higher  or  lower  depending  on  the  Company's  octuoi  future 
■  experience.  2.  The  number  of  years  of  required  cosh  outlay  depends  on  the  policy  class  ond  the  continuation  of  the  current  dividend  scale. 
This  option  is  not  automatic  and  must  be  selected  by  the  policyowner  at  the  policy  year  indicated.  This  is  not  a  paid  up  policy. 


VanishGuard  is  a  unique  new  prodi 
in  the  Spectrum  series  that  takes 
advantage  of  The  Guardians  flnan 
strength  and  is  completely  funded  ii 
few  as  four  years:  Pay  Four  Pay  No 
If  you  seek  a  better  quality  of 
contact  us  today  at  201  Park  Avenu 
South,  New  York,  NY  10003  or  call 
1-800-4-VANISH. 


^TheGuardfc 


jiffy-three  individuals  leave  The  Forbes  Four  Hundred  this  year.  Of 
hese,  7  died,  9  suffered  financial  reverses,  7  had  fortunes 
eallocated  within  families  for  various  reasons,  and  2  were  removed 
fter  additional  research.  The  remaining  28  simply  had  fortunes  less 
ubstantial  or  less  well  substantiated  than  those  who  clearly 
|xceeded  this  years  minimum  of  $180  million. 

No  longer  among 
The  Forbes  Four  Hundred 


Died 

Day,  Willametta  Keck.  Reno,  Nev. 
Estimated  $160  million  fortune 
1985  (inheritance,  Superior  Oil 
Co.).  Died  fall  1985,  age  69.  Sur- 
vived by  4  children.  (See  brother 
Howard  Brighton  Keck,  nephew  Wil- 
liam Myron  Keck  Jr.) 

Hearst,  David  Whitmire.  Los  Ange- 
les. Estimated  $150  million  fortune 
1985  (inheritance).  Died  of  cancer 
May  12,  1986,  age  70.  Survived  by 
wife,  Hope,  2  children.  (See  various 
Hearsts.) 

McLendon,  Gordon  Barton.  Lake 
Dallas,  Tex.  Estimated  fortune  $200 
million  1985.  Entrepreneur.  Died 
Sept.  14,  1986.  Cancer.  Survived  by 
4  children. 

Moncrief,  William  Alvin  Sr.  Fort 
Worth,  Tex.  Estimated  $200  million 
fortune  1985  (oil).  Died  May  21, 
1986,  age  90.  He  is  survived  by  wife, 
Elizabeth,  and  by  his  son  W.A.  Jr. 
(which  see). 

Olnick,  Robert.  Palm  Beach  and 
NYC.  Estimated  $225  million  for- 
tune 1985  (real  estate).  Died  July  4, 
1986,  age  74.  Survived  by  wife,  Syl- 
via; 3  siblings;  2  daughters  and  3 
grandchildren. 

Pritzker,  Abram  Nicholas.  Chicago. 
Estimated  $500  million  fortune 
1985  (financier).  Died  Feb  8,  1986, 

Stephen  Alcorn 


age  90.  Survived  by  2  sons.  (See  Jay 
I'ritzker,  Robert  Pritzker.) 

Vollum,  Howard.  Beaverton,  Ore. 
Estimated  $190  million  fortune 
(Tektronix,  Inc.)  1985.  Died  Feb.  3, 
1986,  age  72.  Survived  by  wife,  Iean; 
5  children. 


Declined 

Briscoe,  Dolph  Jr.  Uvalde,  Tex.  63. 
Estimated  $200  million  fortune 
(ranching)  1985.  Fall  in  value  of 
ranchland  takes  him  out. 

DeVos,  Richard  Marvin.  Ada,  Mich. 
60.  Estimated  $200  million  fortune 
reduced  by  continued  fall  in  value  of 
Amway  Corp.  (see  Van  Andel). 

Frankino,  Samuel  Joseph.  West 
Palm  Beach,  Fla.  62.  Estimated  $160 
million  fortune  (Agency  Rent-A-Car) 
1985.  Stock  decline,  rising  cutoff 
take  him  off  the  list. 

Jaeger,  James  Leroy.  Cincinnati.  38. 
Estimated  $175  million  fortune 
(Cincinnati  Microwave)  1985.  Fall- 
ing stock  price  removes  him. 

McLean,  Malcom  Purcell.  NYC.  72. 
Estimated  $360  million  fortune 
(shipping,  real  estate)  1985.  Stock 
decline  was  caused  by  shipping  in- 
dustry woes. 

Moore,  Gordon  Earle.  Santa  Clara, 
Calif.  57.  Estimated  $220  million 
fortune  (Intel  Corp.)  1985.  Computer 
chip  recession  hurt  stock. 

Murphy,   Charles   Haywood   Jr.  El 

Dorado,  Ark.  66.  Estimated  $160 
million  1985.  Falling  oil  and  gas 
prices  cause  him  to  fall  short,  but 
family  worth  in  excess  of  $300  mil- 
lion. (See  Murpfjy  family.) 

Price,  Sol.  La  Jolla,  Calif.  70.  Esti- 
mated $200  million  fortune  in  1985. 
Falling  stock  prices  for  his  mem- 
bers-only wholesale  outlets  (Price 
Co.)  push  Price  out. 

Ueltschi,  Albert  Lee.  Greenwich, 
Conn.  69.  Estimated  $215  million 
fortune  in  1985.  Declining  stock 
prices  for  his  pilot  training  opera- 
tion (FlightSafety  International)  have 
weakened  standing. 


Van  Andel,  Jay.  Ada,  Mich.  62.  Esti- 
mated $200  million  fortune  reduced 
by  continued  fall  in  value  of  Amway 
Corp.  (sec  DeVos). 

Williams,  Max.  Dallas.  48.  Estimat- 
ed $175  million  fortune  (oil,  real 
estate)  1985.  Oil  price  decline  takes 
him  off  the  list. 


Left  behind 

Adams,  Kenneth  Stanley  Jr.  Hous- 
ton. 63.  Estimated  $160  million  for- 
tune (oil,  ranching,  football)  1985. 
"Bud"  surpassed  by  Four  Hundred 
members  in  less  troubled  industries. 

Arnow,  Robert  H.  NYC.  62.  Esti- 
mated $150  million  fortune  (real 
estate)  surpassed  by  The  Four  Hun- 
dred. With  father-in-law  Jack  Weiler 
and  brother-in-law  Alan  Weiler  (see 
below  and  family),  fortune  still  worth 
$480  million. 

Autry,  Orvon  Gene.  West  Los  Ange- 
les. 79.  Estimated  $150  million  for- 
tune 1985  (broadcasting,  real  estate). 
No  visible  growth  in  businesses. 

Clark,  A.  James.  Bethesda,  Md.  59. 
Estimated  $165  million  fortune 
1985  (construction).  Contract  reve- 
nues flat,  but  still  worth  over  $165 
million. 

Cohen,  Edward  Baron.  NYC.  66.  Es- 
timated $165  million  fortune  1985 
(real  estate).  (See  brother  Sherman, 
below,  and  Cohen  family.)  The  broth- 
ers share  in  fortune  that  is  still 
worth  an  estimated  $350  million. 

Cohen,  Sherman.  NYC.  63.  Estimat- 
ed $165  million  fortune  1985  (see 
brother  Edward  above). 

Copeland,  Gerret  van  Swearingen. 

Wilmington,  Del.  Late  40s.  Estimated 
$150  million  1985.  Has  one-fourth 
share  of  family  fortune.  Evidence  low- 
ers imputed  share  of  family's  holdings 
in  du  Pont  fortune.  With  siblings, 
shares  in  $350  million.  (See  Copeland 
family,  mother,  siblings  ) 

Copeland,  Lammot  du  Pont  Jr.  Wil- 
mington, Del.  53.  Still  shares,  with 
siblings,  in  family  fortune  of  $350 
million.  (See  brother  above,  other  sib- 
lings, mother,  .Copeland  family.) 


Copeland,     Pamela  Cunningham 

Greenville,  Del.  Late  70s.  Shares  i 
family  fortune  of  $350  million.  (St 

children  above  ) 

Danner,  Raymond  L.  Nashville  6 
Estimated  $175  million  forturi 
(Shoney's)  1985.  His  stock  has  hej 
up,  but  not  enough. 

Dinner,  Richard.  San  Francisco.  6! 
Estimated  $150  million  fortun 
1985  (real  estate)  surpassed  by  nsin 
net  worth  of  The  Forbes  Four  Huri 
dred.  With  brothers-in-law  Melvii 
and  Richard  Swig  (see  below  and  Sun 
family),  still  jointly  worth  over  $50 
million. 

Duemling,  Louisa  Copeland.  Wash 
ington,  D.C.  50.  Has  share  in  famil 
fortune  of  over  $350  million.  (Se 

Copeland  siblings  above) 

Du    Pont,   Edward   Bradford.  WiJ 

mington,  Del.  52.  With  2  sibling! 
(see  various  du  fonts  below,  Henry  dt 
Pont  family),  Edward  still  sharei 
in  fortune  estimated  at  over  $401 
million. 

Du  Pont,  Joan  Wheeler.  Southport) 

Conn.  50.  Still  shares  an  estimatec 
$400  million  fortune  along  witH 
other  siblings.  (See  E.B  du  Pont\ 
Margaret  Smith,  Henry  du  Pon\ 
family.) 

Durwood,  Stanley  Hugh.  Kansas 
City,  Mo.  66.  Estimated  $165  mil 
lion  fortune  (movie  theaters)  1985) 
his  AMC  Entertainment  stocH 
worth  over  $165  million. 

Fetzer,  John  Earl.  Kalamazoo,  Mich) 
85.  Estimated  $160  million  fortune 
(broadcasting).  High  broadcast  valuai 
tions  keep  Fetzer's  net  worth  at) 
more  than  $160  million. 

Gilmore,  James  Stanley  Jr.  Kalama- 
zoo, Mich.  60.  Estimated  $160  mm 
lion  fortune  1985  (inheritance,, 
broadcasting).  Growth  in  Upjohn 
stock,  broadcast  interests,  but  net 
worth  below  minimum. 

Groves,  Franklin  Nelson.  Wayzata, 
Minn.  55.  Estimated  $160  milhoni 
fortune  1985  (construction).  No 
growth  in  contract  revenues  for  S.J.| 
Groves  &  Sons. 

Hardesty,  Floyd  Roger.  Tulsa.  48. 
Estimated  $180  million  fortune 
1985  (construction).  New  construc- 
tion has  slackened;  Hardesty's,  ex- 
isting properties  are  in  economically 
weaker  areas,  mostly  Okla. 
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Come  to  the  top. 


At  Credit  Suisse,  our  vast 
syndication  network 
nd  creative  financing  methods  work  harder  for  you. 


re's  a  whole  world  of  trade  and  export 
ncial  knowledge  waiting  for  you  at 
dit  Suisse  and  our  international  syndi- 
bn  network. 

It  begins  with  thorough,  professional 
ice,  and  carries  through  to  compet- 
solutions  precisely  tailored  to  your 
vidual  needs. 


Whatever  you  need  in  trade  and 
export  finance,  whether  it's  a  complex 
letter  of  credit  or  a  multi-source 
financing  package,  you'll  get  the  kind  of 
swift,  dependable  response  that  you'd 
expect  from  one  of  Switzerland's  largest 
and  most  respected  full-service 
banks . . .  Credit  Suisse,  where  creativity 


in  trade  finance  is  a  long-standing 
tradition. 


Credit  Suisse.  We  do  more  to  keep 
you  at  the  top. 


CREDIT  SUISSE 
CS 


Head  otlice:  8001  Zurich,  Paradeplatz  8    Offices  in  USA;  New  York    Los  Angeles   Atlanta    Chicago    Houston    Miami    San  Francisco 


This  is  a 
Motorola 
semi-custom 
chip. 


Our  Application  Specific  Integrated  Circuits  offer  an 
economical  path  to  a  wide  variety  of  devices.  Using 
Computer  Aided  Design,  our  customers  can  develop 
instructions  that  we  can  transform  into  fully-tested 
prototype  chips  in  as  little  as  three  weeks. 


It  counts. 
It  compares. 
It  almost  thinks. 

It  makes 
new  products 

more  helpful, 

friendly, 

courteous, 

kind  and, 
saleable. 


MOTOROLA 

Advanced  Electronics  for 
a  More  Productive  World. 


What's 
Wrong  with 
Wealth 
Creation? 

Nothing. 

I'm  so  concerned  today  about 
the  negative  reaction  to  the 
creation  and  accumulation  of 
wealth  —  the  very  cornerstone 
of  the  American  free  enterprise 
concept  —  that  Lord  Corpora- 
tion is  sponsoring  a  two-day 
symposium  at  the  CEO  level  in 
early  1987  at  the  University  of 
Southern  California. 

This  unique  idea  ex- 
change between  academia 
and  business  will  explore  how 
wealth  creation  in  a  free  soci- 
ety is  a  prerequisite  for  improv- 
ing the  standard  of  living  of  all 
people. 

To  emphasize  our  strong 
commitment  to  this  concept 
we  will  award  the  newly  cre- 
ated Lord  Medal  to  four 
unique  Americans  who  epito- 
mize a  demonstrated  lead- 
ership in  understanding  and 
advancing  the  application  of 
science  and  technology  to  the 
wealth  creation  process. 

Basically  the  Lord  Medal 
salutes  innovation  and  its 
impact  upon  this  process  — 
something  about  which  none 
of  us  as  businessmen  should 
ever  feel  the  need  to 
apologize. 


Donald  M.  Alstadt 
Chairman 


LORD 

Lord  Corporation,  Erie,  PA 


Pope,  Generoso  Paul  Jr.  Manalapan, 
Fla.  59.  Estimated  $150  million  for- 
tune 4985  (publishing).  Net  worth 
falls  below  cutoff,  although  National 
Enquirer,  getting  slight  revamp,  is 
gaining  in  ads. 

Ross,  Wilhelmina  du  Pont.  Mont- 
chanin,  Del.  79.  Estimated  $150 
million  fortune  1985  (inheritance). 
Du  Pont  family  fortune  for  her 
branch  realigned.  (See  heirs  of  William 
K.  du  Pont.) 

Scripps,  Edward  Wyllis.  Charlottes- 
ville, Va.  77.  Estimated  $160  million 
fortune  1985  (newspapers).  His 
Scripps  League  Newspapers  believed 
not  to  have  kept  pace  with  a  rising 
minimum. 

Smith,   Margaret   du    Pont  Lewis. 

Thornedge  Farm,  Paoli,  Pa.  66.  Re- 
alignment of  extensive  du  Pont 
holdings;  still  shares  in  large 
family  fortune.  (See  siblings  Edward 
du  Pout,  Joan  du  Pout.  Henry  du  Pont 
family  ) 

Swig,  Melvin.  San  Francisco.  69.  Es- 
timated $150  million  fortune  (real 

estate)  1985  (Sec  brpther-in  law  Rich- 
ard Dinner,  above,  brother  Richard, 
below,  and  Swig  family.) 

Swig,  Richard.  San  Francisco.  61. 
Estimated  $150  million  fortune  (real 
estate).  Brother-in-law  of  Richard 
Dinner  (see  above),  brother  of  Melvin 
Swig  (above). 

Von  Platen,  Ruth  Chandler.  San  Ma- 
rino, Calif.,  89.  Estimated  fortune 
$165  million  1985.  Another  victim 
of  the  rising  minimum. 

Weiler,  Alan.  NYC.  52.  Estimated 
$150  million  fortune  1985  (real  es- 
tate). (See  son-in-law  Robert  Arttow, 
above,  father  Jack,  below,  and  Weiler 
family. ) 

Weiler,  Jack  D.  NYC.  82.  Estimated 
$150  million  real  estate  fortune 
1985.  Father-in-law  of  Robert  Arnow 
(see  above),   father  of  Alan  Weiler 

(above). 

Zilkha,  Ezra  Khedouri.  NYC.  61. 
Estimated  $150  million  fortune 
1985  (investments).  Uncertain  of  ex- 
tent of  additional  assets. 


Realigned 

Bass,  Perry  Richardson.  Fort  Worth. 
Estimated  $600  million  fortune  ( 
investments)  1985.  Recent  evidea 
indicates  that  Perry  retains  stake  oi 
in  oil  operations  worth  about  $1 
million;  sons  (which  see)  own  rest 

Crown,  Henry.  Chicago.  90.  Ea 
mated  $550  million  fortune  191 
Evidence  suggests  a  less  active  r< 
in   running   day-to-day  business) 

(See  sou  tester  Crown.) 


Heinz,  Henry  John  II.  Pittsburgh. 
Estimated  $220  million  fortune  (I- 
Heinz  Co.)  1985.  Some  shares  to  chs 
table  trust.  (See  also  11  1  Heinz  III ) 

Sharp,  Bayard.  73.  Realignmq 
leaves  Bayard,  brother  Hugh  behhl 
share  fortune  estimated  at  $350  m 
lion.  (See  brother  Hugh,  other  du  Pot 
Sharp  family.) 

Sharp,  Hugh  Rodney.  Wilmingtc 
Del.,  and  Gasparilla  Island,  Fla. 

(See  brother  Bayard,  above,  aho  oth 
du  Po>its,  Sharp  family.) 

Simpson,  Abby  Rockefeller.  NY 

29.  Realignment  of  fortune  leav 
Abby,  sister  Laura  Thorn  with  oy 
$185  million  between  them.  (Seel 
ter  Laura,  also  other  Rockefellers  i 

Thorn,  Laura  Simpson.  Bedford  Hi] 
N.Y.  32.  Revaluation  of  Rockefell 
fortune  takes  Laura  and  sister  off  t 
400;  they  still  share  over  $185  ra 
lion.  (See  sister  Abby  Simpson  ab<\ 
other  Rockefellers  > 
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Removed 

Alkek,  Albert  B.  Victoria,  Tex.  7> 
Estimated  S275  million  fortune  (oi 
1985.  Earlier  estimates  may  hai 
been  overstated.  Secrecy  of  holding 
oil  price  collapse  make  net  won 
estimate  too  uncertain. 

Farley,  William  F.  Chicago.  43.  Est) 
mated  $250  million  fortune  198 
(leveraged  buyouts).  Financial  filing 
for  Farley/Northwest  indicate  tha 
heavy  debt  has  burdened  cash  flovi 
Recently  liquidating  various  assets] 
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CBI  OUTLOOK  FALL  1986 


W.  A.  Pogue 

Chairman  and  President 
CBI  Industries,  Inc. 


{1985,  CBI  diversified  into 
c -traditional  markets  which 
benefitting  us  in  important 
Is.  First,  our  business  is 
ttinuing  to  show  improve- 
h  it  in  both  volume  and  price 
Ms.  Second,  CBI  has  been 
successful  contracting 
Ek  in  non-energy  markets, 
I  the  decrease  in  energy- 
s  ted  construction  is  more 
i  offset  by  this  new  business. 
"While  this  marketing  thrust  has  already 
'i/en  successful,  we  are  active  in  pursuing  addi- 
?al  energy-related  construction  worldwide— an 
"j  that  continues  to  be  critical  to  future  growth. 
.  "Despite  tough  industry  conditions,  we  have 
lit  our  resiliency  and  look  forward  to  improved 
liability. 

•  "Here  are  a  few  ways  CBI  continues  to  deliver 
■>  performance  to  our  shareholders,  customers 
;  employees. 

i  ter,  water  everywhere  for  CBI  Na-Con. 

Bl  Na-Con  is  constructing  more  than  two  dozen 
er  and  waste  water  treatment  plants  valued  at 
■  '5  million.  Spanning  the  country  from  Florida 
California,  this  new  area  of  concentration  rep- 
ents a  significant  departure  from  our  traditional 
struction  activity. 


II  takes  the 
fense  initiative. 

l\  has  recently  se- 
ed a  new  customer 
e  in  another 
i-traditional 
'ket.  Aggressive 
)lvement  in  the 
ense  area  has 
duced 
eral 


facility  modifications  for  the  Air  Force,  recompres- 
sion chambers  for  the  Navy  and  Coast  Guard,  and 
fabrication  of  nuclear  submarine  and  aircraft  car- 
rier subsections  are  major  contracts,  to  name  a  few. 

"Participation  in  the  upgrading  of  our 
country's  defense  posture  offers  CBI  increased 
opportunities  for  profitable  expansion. 

Liquid  Carbonic  continues 
to  grow. 

"Liquid  Carbonic  has 
recently  announced  the 
construction  of  another  600 
ton-per-day  air  separation 
plant  in  Stockertown, 
Pennsylvania. 
This  new  facility 
will  employ 
the  latest 
advances  in 
computerized  process 

control  to  produce  oxygen,  nitrogen  and  argon. 
This  operation  will  begin  serving  the  electronics, 
food  processing,  healthcare,  metalworking,  and 
chemical  industries  in  late  1987. 

Texas-sized  reservoir  proves  oil  and 
water  can  mix. 

"Even  areas  ^f^^^f^f^l 
suffering  from 
reduced  oil 
activity  offer 
intriguing 
oppor- 
tunities for  the  new  CBI  Industries.  Con- 
struction has  begun  on  a  site  just  north 
of  Austin,  Texas  where  CBI  Na-Con  is 
erecting  the  world's  largest  steel 
water  reservoir.  When  completed,  the 
85-foot  tall  reservoir  will  hold  up  to  34 
million  gallons  of  water.  This  project 
represents  over  $6  million  in 
business  for  CBI. 

"As  the  transformation  of  CBI 
Industries  continues,  you  can  be  sure 
that  we  are  taking  advantage  of  fresh 
opportunities  for  growth  and  improved 
profitability." 


•ortant  new  contracts.  Project  management 
I  construction  of  two  B-1 B  bomber  deployment 


CBI  Industries,  Inc. 

800  Jorie  Boulevard 
Oak  Brook,  IL  60522-7001 


Below,  the  individuals  who  just  missed  being  included  in  th 
year's  Forbes  Four  Hundred.  They're  quite  a  mix:  famous  LB( 
kings  with  huge  debts  and  uncertain  asset  values,  a  mysteriou 
Southerner  of  vast  wealth  we're  still  trying  to  count  up,  and  a  fei 
who  just  plain  fell  short  of  $180  million.  Stay  tuned.  Almost  an 
one  of  them  could  be  high  on  our  list  next  year. 


On  deck 


fames  Frank  Harrison.  Coca-Cola 
bottler.  Chattanooga.  56.  Separated, 
3  children.  Got  start  with  Chatta- 
nooga Glass,  small  bottle-and-glass 
company,  acquired  by  Dorsey 
Corp.,  rose  to  chairman.  Bought 
into,  now  majority  stockholder  of 
nation's  largest  publicly  held  Coke 
bottler,  Coca-Cola  Consolidated  of 
Charlotte,  N.C.  Reputedly  ran  Dor- 
sey "like  the  absentee  owner  of  a 
Coke  franchise";  retired  1977.  Now 
chairs  Coca-Cola  Consolidated.  Son 
J.  Frank  III,  31,  Consolidated  v. p. 
Well-liked  locally,  but  extremely 
private;  threatened  to  resign  Sigma 
Chi  fraternity  at  U.  of  Tennessee 
at  Chattanooga  if  elected  president. 
With  the  father's  control  of  family 
trusts,  interests  in  ITL  Corp., 
fortune  certainly  exceeds  $175  mil- 
lion. If  unconfirmed  reports  of 
huge  additional  investments  true, 
could  exceed  that  figure  by  many 
millions. 


Paul  Gardner  Allen.  Microsoft. 
Bellevue,  Wash.  33.  Single.  Attend- 
ed boys'  prep  school  with  longtime 
friend,  partner  William  Gates 
(which  see).  First  joint  venture:  Traf- 
O-Data,  microcomputer  used  to 
determine  traffic  patterns.  "Unfor- 
tunately, the  state  was  giving  the 
same  information  away  for  free." 
More  profitable  Microsoft  marketed 
Basic  to  large  firms.  Left  Microsoft 
1983,  beat  Hodgkin's  disease  with 
radiation  therapy.  Founded  Asymet- 


rix Corp.  1985,  developing  applica- 
tion software  for  businesses. 
"We're  looking  to  have  fun  here, 
too."  Jams  weekly  with  band  on 
jazz  and  rock  guitar,  avid  sports 
fan.  Microsoft  went  public  1986; 
Allen's  share:  over  SI 75  million. 


Arthur  L.  Williams  |r.  Insurance. 
Monroe,  Ga.  44.  Married,  2  chil- 
dren. Former  high  school  football 
coach,  began  selling  insurance  1967 
part-time  to  supplement  income 
even  though  "in  most  people's 
minds,  people  who  sell  insurance 
are  sort  of  low-life."  Founded  own 
agency  1977  on  maxim:  "Buy  term, 
invest  the  difference,"  began  canni- 
balizing whole-life  industry. 
Formed  (publicly  held)  A.L.  Wil- 
liams Corp.  1981  to  reinsure  (Wil- 
liams-owned) agency's  policies,  sell 
mutual  funds.  Vast  nationwide 
network  agents  sold  over  $65 
billion  face  value  1985,  more  than 
Prudential.  Wife  Angela  issues 
monthly  newsletter  to  spouses  of 
agency's  salespeople;  shifting  from 
print  to  satellite  TV.  With  profit 
already  made  by  agency,  stock  in 
the  corporation,  net  worth  over 
$175  million. 


Jack  A.  Benaroya.  Real  estate. 
Seattle.  65.  Married;  2  sons,  1 
daughter.  For  30  years  quietly  built 
Seattle  area's  largest  real  estate 
empire:  8  million  commercial  sq. 
ft.,  about  90%  industrial,  including 


5  business  parks.  Leased  over 
million  sq.  ft.  to  Boeing  aloni 
"lack's  not  a  colorful  develope) 
just  meat-and-potatoes  industrial) 
So  dominant  in  his  market  brokej 
still  speak  today  of  "the  Benaro)) 
paranoia,"  though  sold  out  1984  I 
2  pension  funds  and  Trammel 
Crow  Co.  for  $321  million.  Beni 
roya:  "It's  time  to  begin  windifl 
down."  Active  in  Jewish  chantiei 
intensely  competitive;  private.  F 
denies  it,  but  after  debt,  he  ant 
family  worth  over  $175  million. 


John  Andreas  Catsimatidis.  Grocer 
stores,  investments.  NYC.  38.  Mai 
ned,  childless.  Came  from  Greecs 
as  infant;  attended  NYU  as  engj 
neering  student,  turned  aroun 
cousin's  ailing  grocery  store;  malt 
ing  S30,000  a  year  by  graduation 
Bought  first  grocery  store  197C 
renamed  it  Red  Apple;  now  chain 
including  Gnstede  &.  Charles  aa 
quisition  (1986),  over  S500  millioi 
in  sales.  Reports  other  investments 
aviation  companies,  real  estate,  gaj 
station/convenience  stores.  Activt 
in  community  affairs.  81-year-ol< 
hither  still  manages  first  store 
lohn  on  diversification:  "I  ge 
bored  very  easily."  Worth  estimat 
ed  around  $175  million. 


Susan  Wexner.  The  Limited.  NYC 
Single.  41.  Younger  sister  of  Leslii 
Wexner  (which  see),  retailing  wizard 
who  built  fortune  by  limiting  hi^ 
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Now  Canon  has  personal  copiers 
for  every  personality 


At  work,  at  home, 
Canon's  line  of  personal 
copiers  are  part  of  more 
peoples  lives  than  ever 
before. 

Smaller,  lighter  and 
l  uniquely  brighter, 
™  the  distinctive 
new  Canon  PC-3  comes 
in  four  great  colors— red, 
blue,  black  and  white.  So 
you  get  a  personal  copier 
that's  just  your  style.  And, 
at  only  25.5  pounds,  with 
a  pop-up  handle,  the 
PC-3  is  portable 


enough  to  go  anywhere  the  work  is. 

For  making  multiple  copies,  the 
new  PC-5  and  PC-5L  have  a 
convenient  multi-stack  feeder  that 
accepts  plain  paper  up  to  letter  size 
(PC-5)  or  legal  size  (PC-5L). 

What's  more,  these  personal  copiers 
use  Canon's  new  PC  Mini-Cartridges 
that  are  smaller  than  ever. 
They  offer  five  copy 
colors  (black, 
brown,  blue,  red 
or  green)  and 
as  always,  virtually 
maintenance-free 
operation. 


With  so  many  colors  and  styles  to 
choose  from,  it's  no  wonder  only 
Canon  has  personal  copiers  for  every 
personality. 
For  more  information, 
call  toll  free: 
-800-OK  CANON 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  for  details  at  participating  Canon  dealers  and  retailers 
Available  only  in  US 


Canon 


PERSONAL  COPIERS 


©  I98f»  Cinon  U.S.A.,  In 


Babcock&Wilcox. 
Earning  our  stripes 
in  America's  defense. 


There  were  hundreds  of  heroes 
aboard  the  USS  FrankJin  on  its 
historic  voyage.  Eight  of  them, 
made  of  iron  and  steel,  were  boilers 
built  by  Babcock  &  Wilcox,  now  a 
unit  of  McDermott  International. 

B&W's  proud  role  in  America's 
defense  spans  more  than  100 
years.  From  our  first  military 
contract  in  1875  to  the  state-of- 
the-art  products  we  now  provide 
America's  armed  forces,  B&W 
has  been  a  leader  In  defense 
technology.  Today,  we  power  the 
nuclear  Navy.  Manufacture 


B&W's  Kaowool  *  Insulation  systems 
are  used  in  high  performance  military 
aircraft. 


B&W  manufactures  propulsion  system 
components  for  the  Navy's  nuclear  ship 
building  program. 


[orated  crew  in  U.S.  naval 
b'ry,  and  was  the  most  heavily 
baged  ship  ever  to  return  home 
i-?r  her  own  power.  Suffering 
i:t  hits  from  an  enemy  dive 
nber,  the  aircraft  carrier  blazed 
b  stem  to  stern,  and  cold  sea 
9  r  flooded  four  of  her  eight 


B&W  boilers.  After  the  surviving 
crewmen  extinguished  the  fires, 
the  boilers  were  pumped  out  and 
relighted.  And,  against  all  odds, 
the  Franklin  was  able  to  steam  to 
her  home  port— 13,000  miles  away. 


Dermott  Internal! 


insulation  for  high-performance 
aircraft.  Develop  ceramic  materials 
tor  missiles.  And  more.  Working 
with  people  in  command  toward 
the  common  goal  of  building  and 
maintaining  a  strong  defense. 
That's  the  B&W  defense  team. 
Earning  our  stripes  for  the  Army, 
Navy,  Air  Force,  and  Marine  Corps. 

For  more  information,  write 
Public  Affairs,  McDermott 


'  "Network  90  "  provides  state-of- 
t  monitoring  and  control  for  defense 
es  and  for  maritime  applications. 


B&W  is  developing  space  and  ground 
based  reactor  designs  for  military  and 
commercial  applications. 


International,  Inc., 
1010  Common  Street, 
New  Orleans,  LA  70112. 


*  ALA  « 


VIEILLE 
RUSSIE 


'ESTABLISHED  1851 

781  FIFTH  AVENUE 
NEW  YORK,  N.Y.  10022 
212-752-1727 


Buy  With  Confidence 


Si 


merchandise  to  women's  sports- 
wear. Susan  worked  at  stores 
sporadically  through  high  school 
and  put  herself  through  Ohio  State 
with  earnings.  Last  position  in 
marketing  department,  but  current- 
ly no  active  role.  Private  person, 
occasional  writer,  dabbles  in  pub- 
lishing, other  nonretail  interests. 
Why  not  retail?  "We're  a  very 
tight-knit  family,  I  could  never  do 
that."  Recently  gained  control  of 
her  trust  in  court  battle,  some  6 
million  shares  of  The  Limited, 
alone  worth  $160  million. 


Alvin  Copeland.  Popeyes  Famous 
Fried  Chicken  &.  Biscuits.  New 
Orleans.  42.  Divorced,  remarried;  3 
children  by  first  marriage,  2  by 
second.  Raised  poor,  high  school 
dropout.  Tried  running  doughnut 
franchise  and  wig  shop  before 
opening  Chicken  on  the  Run  1971. 
Cold  reception  forced  spicier  chick- 
en; "Popeyes"  moniker  inspired  by 
French  Connection  movie  character. 
Sued  by  U.S.  Labor  Dept.  for 
failure  to  pay  minimum  wage 
1975.  Popeyes  now  third-biggest 
U.S.  chicken  chain:  some  600 
stores,  85%  franchised,  with  $400 
million  systemwide  sales.  Also 
launching  Copeland's  Cajun-Ameri- 
can  Cafes.  Rides  dirt  bikes,  races 
powerboats;  another  racer  killed  in 
accidental  boat  collision  1981. 
Long  legal  battle  with  neighbors 
over  megawatt  Christmas  display 
(250,000  lights):  "I  love  Christmas. 
I  believe  in  it."  His  95%  of 
Popeyes  worth  over  $160  million. 


Nelson  Doubleday  Jr.  Inheritance, 
publishing.  Locust  Valley,  N.Y.  53. 
Divorced,  remarried;  4  daughters  by 
first  wife,  2  stepchildren.  Grandfa- 
ther left  Charles  Scribner's  Sons  to 
found  Doubleday  &  Co.  1897; 
father  ran  until  died  1949.  Nelson 
Jr.  (Princeton  thesis:  paperback 
publishing)  became  president,  chair- 
man. Criticized:  too  little  time 
with  books,  too  much  with  compa- 
ny-owned N.Y.  Mets:  "They  were 
an  opiate."  Company  lately  enjoy- 
ing turnaround  success  with  pub- 
lishing triumphs  (Bill  Cosby's  Fa- 
therhood, et  al.),  bid  for  stadium- 
filling  Mets  team.  Having  blocked 
sister's  drive  to  take  company 
public  for  years,  sold  for  $475 
million.  Nelson's  interest  in  com- 
pany, Mets  (valued  at  up  to  $100 
million),  recently  reported  35%; 
could  net  $160  million  to  $200 
million  after  tax. 


Frank    D.    Hickingbotham.  Yog 

franchiser.  Little  Rock,  Ark. 
Married,  2  sons.  Former  hi 
school  principal,  restaurateur, 
surance  salesman;  swore  he'd  ret 
at  40.  Instead  opened  first  TC 
("This  Can't  Be  Yogurt")  st( 
1981;  sales  $50,000  for  first 
months.  Competitor  forced  nai 
change  1985.  "The  Country's  B 
Yogurt"  systemwide  sales  now 
$80  million,  400  stores  in 
states.  Analyst:  "If  it's  in  yc 
neighborhood  you  don't  care 
they  call  it  Standard  Oil."  Hea 
trading  1986;  Hickingbotham 
quested  SEC  investigation,- 
pending.  His  49%  TCBY,  oil 
assets,  worth  over  $160  million. 


Carl  C.  Icahn.  Financier.  Westch 
ter    County,    N.Y.    50.  Marr 
Cantor's  son  from  Queens,  stuc 
philosophy  at  Princeton,  medic 
at    NYU;    quit    because  he 
becoming  a  hypochondriac.  Mo 
on    to   Wall    Street    1961,  star 
Icahn  &  Co.   1968  with  $400; 
borrowed      capital.  Paradigms 
"greenmailcr"     causes  fear 
loathing   among   targeted  manag 
ments:    "I'm    not    Robin  Hoc 
Profitable  raids  on  Phillips  Pe 
leum,  Uniroyal,  Viacom.  Ambus 
TWA:    bought   shares  through 
scure  network  of  buyers;  takeo 
could   prove    his    Waterloo;  sti 
with  ownership  of  chronically 
ing  airline.  But  with  TWA  recen 
trading  near  highs,  could  be  wo 
$180  million.  Private,  philanthr 
ic;  includes  friends,  family  in  deal; 


Ronald  Owen  Perelman.  Leveragi 

buyouts.  NYC.  43.  Divorced,  1 
married;  4  children.  Born  Noi 
Carolina;  on  board  of  fath 
(private)  metal  fabricating  fir 
while  still  in  elementary  schcx 
After  Wharton,  in  father's  busin 
until  $2  million  purchase  of  40' 
Cohen-Hatfield  1978.  Hit  the  b: 
time  in  1984  taking  MacAndrev 
&  Forbes  private  in  $90  millio 
LBO.  Then  LBO  upon  LBO:  Pant! 
Pride  for  $1.1  billion,  Revlon 
$2.7  billion,  both  1985.  Capit 
usually  courtesy  of  Mike  Milke 
(which  see)  and  his  "junk  bon 
MacAndrews  &  Forbes  now 
over  $4  billion  assets,  plenty 
debt.  Net  worth  might  exceed  $1 
million.  Or,  it  might  not.  "I  lov 
what  I  do." 


criDDCc  /mn/nrTi-incD  17  10! 


FABERGE, 
Jewelry, 
Russian  Icons 
and  Objets  d'Art, 
Snuffboxes,  and 
18th  century  French 
-urniture  and  Decorations 


How  to  mate  lite 
market  work  for  you 
without  buying  a 
single  stock. 


S&P500  Index  Options  (SPX) 
from  The  Options  Exchange. 

An  increasing  number  of  investors  are 
turning  to  options  on  the  S  &  P  500  Index  as 
a  useful  investment  tool.  S  &  P  500  Index 
Options  enable  you  to  take  advantage  of 
profit  opportunities  offered  by  swings  in  the 
market  without  having  to  own  a  diversified 
portfolio  of  specific  stocks. 

A  widely  used  benchmark,  the  S  &  P  500 
Index  represents  the  market  performance  of 
the  500  largest  companies  that  comprise  80% 
of  the  value  of  all  stocks  listed  on  NYSE. 
Consequently,  their  performance  is  an  accu- 
rate reflection  of  the  market  as  a  whole. 

Options  on  the  S  &  P  500  Index  are  also  an 
effective  hedge  for  investors  who  do  own  a 
diversified  stock  portfolio,  in  that  they  provide 
an  investment  tool  for  reducing  market  risk. 

For  more  information  on  how  to  make  the 
market  start  working  for  you,  send  in  the 
coupon.  Or  call  The  Options  Exchange  at: 
800-535-CBOE.  In  Illinois,  312-786-7432. 
One  final  note.  Options,  like  all  invest- 
ments, involve  risks  and  are  not  for 
everyone.  For  important  information 
on  the  characteristics  and  risks  of 
options,  call  The  Options  Exchange 
^  or  your  broker  and  ask  for  the 
options  disclosure  document. 


.tandard  &  Poor  s.    S  &  P"  and  S  &  P  500 

■  all  trademarks  of  Standard  and  Poor  s  Corporation 

J986  CHICAGO  BOARD  OF  OPTIONS  EXCHANGE 


Please  send  me  your  Basic  Guide  to  SPX  that  explains  strategies  for  using 
S  &  P  500  Index  Options  in  both  up  and  down  markets. 


.ME 


'DRESS 


STATE 

IE  YOU  AN  INVESTOR  □  OR  BROKER  □  ? 

\\L  COUPON  TO:  Basic  Guide  to  SPX 
Dept.  C 

Chicago  Board  Options  Exchange 
S.  LaSalle  at  Van  Buren 
Chicago,  IL  60605 


ZIP 


The  ChtcagoBoard 

Options 

Exchange 


THE 
OPTIONS 

EXCHANGE 


When  someone  is  worth  more  than  $180  million,  it  is 
likely  there  is  someone  else  who  knows  it.  We  grate- 
fully acknowledge  here  publications  and  other 
sources,  nationwide,  that  have  contributed  to  our 
research.  In  addition,  our  thanks  to  the  many  more — 
bankers,  lawyers,  former  executives,  financial  advisers 
and  the  like — who  insisted  on  anonymity.  In  some 
cases,  their  help  was  the  most  essential  of  all. 


Advertising  Age  magazine,  Chicago 

Sharon  Armhrust,  media  analyst,  Paul  Kagan  &  Associates,  Carmel,  Calif. 

Fernand  Audette,  publisher,  Florida  Horse,  Ocala,  Fla. 

Brux  Austin,  editor-in-chief,  Texas  Business  magazine,  Dallas 

Neil  Barsky,  freelance  writer,  NYC 

Paul  A.  Baumgarten,  entertainment  lawyer,  Rosenman  Colin 

Freund  Lewis  &  Cohen,  NYC 
Dick  Blackburn,  media  broker  and  consultant,  Blackburn  &  Co., 

Washington,  D  C. 
Broadcasting/Cable  Yearbook,  Washington,  D.C. 
R.W.  Byram  &  Co.,  oil  publications,  Austin,  Tex. 
Bill  Cate,  president,  Chapman  Associates,  media  brokers,  Atlanta 
Peter  Chroms,  oil  editor,  Denver  Post 
Ivey  Clayton,  editor,  We  the  People  magazine,  Raleigh,  N.C. 
A.  Craig  Copetas,  author,  Metal  Men  Marc  Rich  and  the  10-Billion- 

Dollar  Scam.  Putnam 
Bill  Daniels,  Daniels  &  Associates,  cable-TV  consultants,  Denver 
David  Dodson,  editor,  Business  Report,  Baton  Rouge,  La. 
Editor  &  Publisher  Yearbook,  NYC 
Engineering  News-Record  NYC 

Dan  Enright,  Barry  <S.  Enright,  game  show  producers,  Los  Angeles 
Loren  Feldman,  editor,  Philadelphia  magazine 

Alex  Finkelstein,  real  estate  editor,  St mih  Florida  Business  Journal,  Miami 

Florida  Trend  magazine,  St.  Petersburg 

The  Foundation  Directory,  The  Foundation  Center,  NYC 

The  Gallagher  Report,  NYC 

Gateway  Title  Co.,  Burbank,  Calif. 

Mark  Geisreiter,  Coldwell  Banker,  San  Francisco 

Larry  Gerbrand,  media  analyst,  Paul  Kagan  Associates,  Denver 

Joe  Goodman,  managing  editor,  Winston-Salem  Journal, 

Winston-Salem,  N.C. 
S.C.  Gwynne,  managing  editor,  California  Business  magazine,  Los  Angeles 
Bob  Hagan,  editor,  Xew  Mexico  Business  Journal.  Albuquerque 
Nancy  Gurnett  Hardy,  publisher,  Florida  Citrus  Reporter.  Winter  Haven 
Ted  Hepburn,  media  broker  and  consultant,  Cincinnati 
Burton  Hersh,  author,  Ihe  Mellon  Family,  a  Fortune  in  History, 

William  Morrow  &  Co. 
Tom  Hunneycutt,  associate  editor,  Arkansas  Business,  Little  Rock 
Intermarket  magazine,  Chicago 

Lee  Isgur,  entertainment  analyst,  PaineWebber,  NYC 

Kathy  [ennings,  reporter,  Kalamazoo  Gazette,  Kalamazoo,  Mich. 

Charles  Kadlec,  media  consultant,  Frazier,  Gross  &  Kadlec, 

Washington,  D  C. 
Leroy  Keller,  newspaper  consultant,  NYC 

Pamela  Kinsey,  director  of  development,  The  Hull  House,  Chicago 
Jim  Kobak,  magazine  consultant,  Darien,  Conn. 
Dick  Krisler,  media  broker  and  consultant,  Cincinnati 
Paulie  Lane,  reporter,  Seattle  Times 
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Craig  Linton  Sr.,  Florida  Ranch  Lands 

media  industry  newsletter,  NYC 
Moody's  Industrial  Manuals,  1929-86 

John  Morton,  media  analyst,  Lynch,  Jones  &  Ryan,  Washington,  D  C. 
National  Mall Monitor  magazine,  Clearwater,  Fla. 
1  )avid  [.  O'Leary,  director  of  research,  Fox-Pitt,  Kelton,  Inc. 
Orlando  Business  fournal,  Orlando,  Fla. 

Dr.  lack  Porter,  president,  The  Spencer  Group,  Newton  Upper  Falls,  Mass| 
Stephen  Rassenfoss,  business  writer,  Fort  Worth  Star  'Telegram 
Gerald  Reilly,  media  consultant,  Greenwich,  Conn. 
Mark  Riely,  media  analyst,  F.  Eberstadt  &.  Co.,  NYC 
Robert  Morris  Associates,  Philadelphia 

Bill  Roemgk,  director  of  economic  research,  National  Broiler  Council, 

Washington,  D  C. 
Peter  Rosenthal,  senior  v. p.,  Howard  I.  Rubenstein  Associates,  NYC 
Dan  Rottenberg,  editor,  Welcomemat  magazine,  Philadelphia 
Don  Schnabel,  senior  v. p.,  Julien  J.  Studley  Inc. 
leremy  Shamos,  media  consultant  and  attorney,  Denver 
Sheshunoff  is  Co.,  bank  publications,  Austin,  Tex. 
W.K-  Shumpes,  ranch  broker,  Boerne,  Tex. 
Doug  Smith,  reporter,  Wichita  Eagle  Beacon  Wichita,  Kans. 
Muriel  Smith,  fundraiser,  Chicago 
Standard  &  Poor's  Corp.,  NYC 
Howard  Stark,  media  broker  and  consultant,  NYC 
Jerry  Steinman,  Beer  Marketers  Insights,  West  Nyack,  N  Y. 
Studley  Report  &  SpaceData  newsletter,  NYC 

Brian  Sullivan,  editor,  and  Jon  Diamond,  Philadelphia  Business  Journal 
George  Taylor  and  David  Loevner,  Room  5600,  NYC 
Texas  Monthly,  Austin 

Thoroughbred  Record  magazine.,  Lexington,  Ky. 
John  Tonnus,  business  editor,  Milwaukee  Sentinel 
Value  line.  NYC 
Variety,  NYC 

Douglas  J  Warner,  Drexel  Burnham  Lambert,  Chicago 

Adam  White,  editor,  liillboard  magazine,  NYC 

Larry  Williams,  business  editor,  Philadelphia  Inquirer 

Paul  Young,  editor  and  publisher,  Albuquerque  Living  magazine 

Anthony  J.  Yudis,  reporter,  Boston  Globe 

Newspaper  libraries 

Albuquerque  Journal 
Albuquerque  Tribune 
Arizona  Republic 
Los  Angeles  Herald  Examiner 
New  Orleans  Times  Picayune 
Phoenix  Gazette 
Richmond  Times-Dispatch 
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US  SprinPTras~amoney  saving  WATS  service 
that's  tailored  to  fit  your  business. 
There  was  a  time  when  the  savings  of  WATS  service  was 
only  for  giant  companies. 
No  more. 

Now  your  WATS  savings  can  start  with  US  Sprint 
Dial  1  WATS M  for  smaller  volume  users  spending 
at  least  $300  per  month.  And  Dial  1  WATS  can  be  installed 
in  about  2  weeks  (compared  to  the  30  to  90  days  or  even 
longer  you  usually  have  to  wait  for  AT&T's  traditional  WATS  lines). 
So,  you  start  saving  sooner. 
Ul>  Sprint  Advanced  WATS  gives  you  the  same  kind  of  savings  for  slightly  higher  volume  users. 
And  both  Dial  1  and  Advanced  WATS  are  designed  with  US  Sprint  "virtual  banding."  Simply  put  that  means 
you'll  never  pay  the  cost  of  a  call  across  the  country  when  you  actually  call  the  next  state . .  .which  can  often 
happen  with  AT&T. 

For  companies  with  predictable  geographic  calling  patterns  there's  US  Sprint  Banded  WATS  which, 
)f  course,  costs  you  less  than  AT&T  or  MCI. 

And,  for  the  very  largest  WATS  users  there's  US  Sprint  UltraWats'"  service.  It's  our  new  method  of 
simplifying  telecommunications  management  and  saving  money. 

There  you  have  it,  an  entire  family  of  WATS  services  tailored  to  give  you  the  best  overall  savings  of 
my  major  long  distance  company. 

And,  when  you  choose  US  Sprint  you'll  be  signing  up  with  the  only  company  in  America  that's  building 
\  100%  coast-to-coast  fiber  optic  network  to  give  you  the  clearest  connections  you've  ever  heard  over  a  telephone. 
Call  us.  Find  out  about  the  US  Sprint  WATS  product  that's  tailored  to  fit  your  business. 

Call  1(800)  527-6972. 


1986  US  Sprint  Communications  Company  A  GTE/United  Telecommunications  Partnership  »  Sprint  is  a  registered  trademark  of  US  Sprint  Communications  Company    Fiber  completion  1987 
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1 1 1 1 1  L  I  1  L  d  1 1  L  L  \Ulll 

R 1  c\c  \i  r  a  m  i  ]  v 

251 

Tnl  pH  n  •  Pi rf cKi i r trVi 
1  UJCUU;    1  1  L  L  ^  l  '  L 1 1  l,  1  1 

$325 

Publishing 

R 1 1  i  h  m    T\Jpi  1  (~Lnr\T 

176 

Wi  n  n  pt    a  Til 

VV  1 1  1  I  1 L  I  K,l  111. 

48 

$300* 

Real  estate 

Rnpclrif    In  ■)  n  Prp»H  f>ri  r  Lr 

212 

Mt   Ki<;m  NI  Y  anrl  NYf 

1*11.  I\.lSCU,  IN.  I.  J  I  1  U  IN  I  \^ 

49 

ozuu 

Arbitrage 

Rnrcr    Pwl  a  1  rn  m  A  1 1  ct i  n 

188 

T-  n  tr  1  piArnnn  onn                   -il/p    M  T 
CllglC  W  UUU  dllU.  olJIlll't^ldlS.tr,  IN. J. 

48 

$250 

Piinlicnino     Km  onrictino 
1  UUXlblllll^,   l.'I  UdLlLd**>  t  lllg 

Bredin,  Octavia  Mary  du  Pont  

 196 

Greenville,  Del. 

73 

$225' 

Inheritance  (Du  Pont) 

1/1/1 

Newport  beacri;  LA;  JNYI~ 

54 

OOUU 

Real  estate 

Bright,  Harvey  Roberts  (Bum)  

 146 

Dallas 

65 

$550 

Oil,  real  estate,  banks,  etc. 

Briscoe,  Dolph  Jr.  *  

 284 

Uvalde,  Tex. 

63 

$160 

Ranching 

Bronfman,  Edgar  Miles  

 126 

NYC 

57 

$1,000 

Seagram 

Louisville 

$560 

Inheritance  jBrown-Forman! 

Brown,  Harold  ~ir  

 185 

Boston 

61 

$250 

Real  estate 

Brown,  Jack  E  

 168 

Midland,  Tex. 

60 

$375* 

Oil.  investments 

Buck  family  

 251 

California,  et  al. 

$330 

Inheritance  (oil] 

Buffett,  Warren  Edward  

 113 

Omaha 

56 

$1,400 

Stock  market 

Bullitt,  Dorothy  Stimson  

 182 

Seattle 

94 

$300 

Broadcasting 

Busch,  August  Anheuser  Jr  

 138 

St.  Louis 

87 

$860 

Anheuser-Busch 

 251 

Boston  area 

$350 

Inheritance  (Cabot) 

Campbell  family  

 252 

Hawaii,  et  al. 

$400 

Real  estate 

Cargill/MacMillan  family  

 252 

Minneapolis  origin 

$1,800 

Inheritance  (Cargill) 

Cargill,  James  R  

 173 

Minneapolis 

63 

$315* 

Inhentance  (Cargill I 

*  New  entry.    ^Returnee.    •  Dropout    'Assuming  equal  shares  in  common  fortune.    tFamily  fortune  individually  allocated    tNear  miss. 


^dfiiHW  C^UMlctwecl  Page  Residence 


nciex 


rj         /yV7          .  m 
/   <    '( f/ */<//'<'</ 

Page 

Residence 

Age 

Worth 
($  mill 

Primary  sources 

[jll,  Margaret  

 1 73 

La  Jolla,  Calif. 

66 

$315* 

Inheritance  (Cargill) 

(on,  Curtis  Leroy  

 147 

Minneapolis 

72 

$550 

Entrepreneur 

bnter,  Ben  H  

 193 

Dallas 

62 

$230 

Southland  Financial 

 192 

Montchanin,  Del. 

71 

$240* 

Inheritance  (Du  Pont) 

 192 

Boca  Raton,  Fla. 

67 

$240* 

Inheritance  (Du  Pont) 

lith,  William  Walter  |r  

 146 

Dallas 

74 

$600 

Real  estate,  investments 

i;  matidis,  John  Andreas  X  

 294 

NYC 

38 

$175 

Grocery  stores 

fibers,  Anne  Cox  

 120 

Atlanta 

66 

$1,100* 

Inheritance  (Cox  Enterprises) 

k  ibers,  Raymond  George  "ic  

 228 

Mornstown,  N.J. 

44 

$185 

Leveraged  buyouts 

dler  family  

 252 

Los  Angeles,  et  al. 

— 

$1,000 

Inheritance  (Times  Mirror) 

le,  David  Theodore  "A-  

 228 

West  Hartford,  Conn. 

57 

$185 

Real  estate,  media 

.s  family  

 252 

New  York 

— 

$300 

Sportswear 

;,  A.  lames  •  

 284 

Bethesda,  Md. 

59 

$170 

Construction 

.<;,  Richard  Wagstatt  ir  

 229 

Malibu  and  NYC 

56 

$180 

Rock'n'roll,  TV 

'.  n,  Edward  Baron  •  

 284 

NYC;  Southampton,  N.Y. 

66 

$175* 

Real  estate 

tn  family  

 252 

NYC  area 

— 

$400 

Real  estate 

hn,  Sherman  •  

 284 

NYC;  Greenwich,  Conn. 

63 

$175* 

Real  estate 

tt,  Seymour  

 170 

NYC  and  Upper  Brookville,  N.Y. 

75 

$335* 

Real  estate 

!et,  Tnstam  C.  Jr  

 188 

Paoli,  Pa. 

48 

$185 

Inheritance  (Campbell  Soup) 

Ler,  Miles  

 188 

Naples,  Fla. 

39 

$250 

Inheritance,  investments 

Jjiell,  Grover  

 217 

Westfield,  N.J. 

68 

$200 

Food 

fcver,  Catherine  Mellon  

 201 

Washington,  D.C. 

50 

$200* 

Inheritance 

\,  Jane  Bancroft  

 146 

Cohasset,  Mass.  and  Sarasota,  Fla. 

74 

$560 

Inheritance  (Dow  Jones) 

le,  Jack  Kent  

 144 

Middleburg,  Va. 

73 

$600 

Real  estate,  investments,  sports 

ke,  Phoebe  Hearst  

 158 

Woodside,  Calif. 

59 

$200* 

Inheritance,  media 

Is  family  

 252 

Golden,  Colo.,  et  al. 

$600 

Inheritance  (Adolph  Coors) 

tland,  Alvin  X  

 295 

New  Orleans 

42 

$160 

Popeyes  Famous  Fried  Chicken 

eland  family  

 252 

Delaware;  Washington,  D  C. 

— 

$350 

Inheritance  (Du  Pont) 

aland,  Gerret  van  Swearingen  •  

 284 

Wilmington,  Del. 

40s 

$90* 

Inheritance  (Du  Pont) 

bland,  Lammot  du  Pont  Jr.  •  

 284 

Wilmington,  Del. 

53 

$90* 

Inheritance  (Du  Pont) 

pland,  Pamela  Cunningham  •  

 284 

Greenville,  Del. 

70s 

$90* 

Inheritance  (Du  Pont) 

ey,  Helen  Kinney  

 152 

La  Jolla,  Calif. 

63 

$450 

Publishing 

Ues  family  (Gardnerl  

 252 

Des  Moines;  Minneapolis,  et  al. 

— 

$425 

Inheritance,  media 

lies  family  (William]  

 256 

Spokane 

— 

$300 

Inheritance  (media,  real  estate) 

1  Edwin  Lochridge  

 217 

Dallas 

64 

$200 

Oil 

John  Lee  

 216 

Midland,  Tex. 

61 

$200 

Oil 

.  William  Cobum  Jr  

 182 

London;  Nantucket,  Mass. 

55 

$280* 

Inheritance  (Dow  Jones) 

h,  Gertrude  Ramsay  

 222 

Lake  Forest,  111. 

69 

$200 

Publishing 

 144 

Dallas 

72 

$600 

Real  estate 

vn,  Henry  •  

288 

Chicago 

90 

Industrialist 

km,  Lester  

116 

Chicago 

61 

$1,300 

Inheritance,  industrialist 

en  family  

 256 

Houston 

— 

$1,000 

Inheritance,  oil 

'erhouse,  Hugh  Franklin  "A  

200 

Tampa 

67 

$210 

Real  estate,  banking 

ier,  Lavinia  M  "A"  

208 

The  Plains,  Va. 

29 

$200* 

Inheritance 

ler,  Michael  S.  ir  

208 

NYC 

25 

$200* 

Inheritance 

ner,  Raymond  L.  •  

 284 

Nashville 

61 

$175 

Shoney's 

 196 

Norfolk,  Va. 

82 

$225* 

Inheritance  (Du  Pontl 

idowitz,  Joseph  Morton  

 198 

Lawrence,  N.Y. 

57 

$225 

Stock  market 

idson,  William  Morse  

 193 

Bloomfield  Hills,  Mich. 

64 

$240 

Guardian  Industries 

 256 

Jacksonville,  Fla.,  et  al. 

$300 

Winn-Dixie 

is,  James  Elsworth  "fr  

 220 

Jacksonville,  Fla. 

79 

$200 

Winn-Dixie 

 208 

Palm  Beach  and  NYC 

62 

$200 

Insurance 

 126 

Denver  and  Beverly  Hills 

61 

$1,000 

Oil,  entertainment 

is,  Shelby  Cullom  ir  

 1 72 

Tarrytown,  N.Y. 

77 

$325 

Investment  banking 

,  Willametta  Keck  •  

 283 

Reno,  Nev. 

dec. 

Inheritance  (Superior  Oil) 

ton,  Alida  Rockefeller  

 224 

Minneapolis 

37 

$190* 

Inheritance 

ton  family  

 256 

Minneapolis 

— 

$875 

Inheritance  (Dayton-Hudson) 

 137 

Youngstown,  Ohio 

68 

$900 

Shopping  centers 

 182 

Dallas 

60 

$280 

Country  clubs 

 210 

Houston 

78 

$200 

Inheritance,  art 

roung  family  

 256 

San  Francisco,  et  al. 

$450 

Inheritance,  publishing 

 182 

Delaware,  Ohio 

72 

$300 

Bulk  containers 

'os,  Richard  Marvin  •  

 284 

Ada,  Mich. 

60 

$175* 

Am  way 

 231 

Far  Hills,  N.J. 

77 

$180 

Investments 

eou  family  

 256 

Denver  and  Orlando,  Fla. 

$425 

Real  estate 

 256 

NYC 

$500 

Inheritance,  real  estate 

../entrv    -si-Returnee    •  Dropout.    'Assuming  equal  shares  in  common  fortune.    tFamily  fortune  individually  allocated    JNear  miss 


Page  Residence 


Worth 
Age    |S  mil) 


Primary  sources 


Dinner,  Richard  •  284 

Disney  family  257 

Disney,  Roy  Edward  162 

Dittmer,  Thomas  H.  if  228 

Dixon,  Fitz  Eugene  Jr  169 

Dixon,  Suzanne  Searle  185 

Dolan,  Charles  Francis  ir  173 

Donaldson,  Evelyn  du  Pont  204 

Donnelley  family  257 

Dorrance,  John  Thompson  Jr  137 

Doubleday,  Nelson  Jr.  t  295 

Draper,  Irene  Carpenter  192 

Dreiseszun,  Sherman  W  216 

Duchossois,  Richard  Louis  1c  178 

Duda  family  257 

Duemhng,  Louisa  Copeland  •  284 

Duke,  Doris  176 

du  Pont,  Alexis  Felix  Jr  185 

du  Pont,  Edward  Bradford  •  284 

du  Pont  family  257 

du  Pont  family  (Henry]  257 

du  Pont  family  (William)  257 

du  Pont,  Helena  Allaire  Crozer  185 

du  Pont,  Henry  Eleuthere  Irenee  204 

du  Pont,  Irenee  Jr  196 

du  Pont,  loan  Wheeler  •  284 

du  Pont,  John  Eleuthere  204 

du  Pont,  Pierre  Samuel  III  204 

du  Pont,  Willis  Harrington  204 

Durst,  David  217 

Durst,  Roy  217 

Durst,  Seymour  B  217 

Durwood,  Stanley  Hugh  •  284 

Dyson,  Charles  Henry  148 

£ 

Ellis,  Alpheus  Lee  200 

Engelhard,  [ane  B.-  168 

Euhch,  John  F.  *  214 

Evans,  lames  Emmett  224 

Evans,  Thomas  Mellon  174 

Farley,  William  Francis  •  288 

Faulkner,  Mary  Behn  du  Pont  204 

Ferry,  Sandra  (Rockefeller]  224 

Fetzer,  John  Earl  •  284 

Fickling,  William  Arthur  Jr  200 

Field,  Frederick  Woodruff  164 

Field,  Marshall  V  164 

Fireman,  Paul  ~A  185 

Fisher,  Donald  George  ~k  170 

Fisher  family  (Lawrence]  257 

Fisher  family  (Oliver)  258 

Fisher,  Lawrence  172 

Fisher,  Max  Martin  198 

Fisher,  Zachary  172 

Flint,  Lucile  Evelina  du  Pont  196 

Forbes,  Malcolm  Stevenson  152 

Ford,  Henry  II  168 

Ford,  Josephine  Clay  168 

Ford,  William  Clay  168 

Frankino,  Samuel  Joseph  •  284 

Fribourg,  Michel  138 

Furst,  Austin  Owen  Jr.  *  229 

fj 

Galbreath,  Daniel  Mauck  *&  208 


San  Francisco 
Los  Angeles  area 
Los  Angeles 
Lake  Forest,  111. 
Lafayette  Hill,  Pa. 
Lake  Forest,  111 
Oyster  Bay,  N.Y. 
Clark,  Wyo. 
Chicago  origin 
Gladwyne,  Pa. 
Locust  Valley,  N.Y. 
Montchanin,  Del. 
Kansas  City,  Mo. 
Barnngton,  111. 
Oviedo,  Fla. 
Washington,  D.C. 
Somerville,  N.J.;  Newport,  R. 
Wilmington,  Del. 
Wilmington,  Del. 
Wilmington,  Del.,  et  al. 
Del.;  Pa.;  Conn. 
Delaware  area 
Chesapeake  City,  Md. 
Wilmington,  Del. 
Montchanin,  Del. 
Southport,  Conn. 
Newtown  Square,  Pa 
Rockland,  Del. 
Palm  Beach,  Fla. 
Chappaqua,  N.Y. 
Scarsdale,  N.Y. 
NYC 

Kansas  City,  Mo. 
NYC 


Tarpon  Springs,  Fla. 
Far  Hills,  N.J. 
Dallas 

Dade  City,  Fla. 
NYC 


Chicago 

Brookhne,  Mass. 

Cambridge,  Mass. 

Kalamazoo,  Mich. 

Macon,  Ga. 

Los  Angeles 

Chicago 

Newton,  Mass. 

San  Francisco  ' 

Detroit  area;  Palm  Beach 

Seattle  area,  et  al. 

NYC 

Detroit;  NYC;  Palm  Beach 
NYC 

Greenville,  Del. 

Far  Hills,  N.J. 

Palm  Beach 

Grosse  Pointe,  Mich. 

Grosse  Pointe  Shores,  Mich. 

West  Palm  Beach,  Fla. 

NYC 

New  Canaan,  Conn. 


Columbus,  Ohio 


65 

SI  60' 

S340 

56 

S400 

44 

$185 

63 

$350 

S  S 

$260* 

60 

$310 

60 

$200" 

$900'. 

67 

$900- 

53 

$160 

75 

$240' 

62 

$200* 

65 

$300 

$450 

50 

$90* 

73 

$300 

80 

$260* 

52 

S135* 

$10,000 

$400 

$300 

73 

$260* 

58 

$200* 

66 

S225* 

50 

$135" 

AT 

oZUU 

7  " 
fD 

€  inn* 

A,  1 
0  1 

oZUU 

67 

$200" 

73 

$200" 

66 

$170 

77 

S500t 

80 

$220 

/CO 
00 

57 

$200 

Ho 

76 

$300 

43 

$175 

79 

S200" 

51 

$190* 

85 

$170 

54 

$220 

33 

$260 

45 

$375 

42 

$270 

58 

$335 1 

$300 

S375 

77 

$325* 

1  o 

OZZJ 

76 

$325* 

71 

$225* 

67 

lp.  152) 

69 

$250 

63 

$205 

61 

$360 

62 

$125 

73 

$800t 

43 

S185 

58 

$200* 

Real  estate 

Walt  Disney  Productions 
Walt  Disney  Productions,  broadcastir"] 

Commodities 
Inheritance 

Inheritance  (G.D.  Searle) 
Cable  television 
Inheritance  (Du  Pontl 
Inheritance  (pnntingl 
Inheritance  (Campbell  Soup] 
Inheritance,  publishing,  baseball 
Inheritance  (Du  Pont] 
Shopping  centers,  banks 
Manufacturing,  media 
Agriculture 
Inheritance  (Du  Pont! 
Inheritance  ITobaccol 
Inheritance  (Du  Pont) 
Inheritance  (Du  Pont) 
Inheritance  (Du  Punt 
Inheritance  (Du  Pontl 
Inheritance  (Du  Pontl 
Inheritance  (Du  Pontl 
Inheritance  (Du  Pont) 
Inheritance  (Du  Pont) 
Inheritance  (Du  Pont] 
Inheritance  (Du  Pont] 
Inheritance  (Du  Pont) 
Inheritance  |Du  Pontl 
Real  estate 
Real  estate 
Real  estate 
AMC  Entertainment 
Conglomerator 


Banking  real  estate 

Inheritance 

Real  estate 

Citrus 

Investments 


Leveraged  buyouts 

Inheritance  (Du  Pontl 

Inheritance 

Broadcasting 

Charter  Medical 

Inheritance,  real  estate,  media 

Inheritance,  real  estate,  media 

Reebok 

The  Gap 

Inheritance  (Fisher  Body) 

Investments 

Real  estate 

Oil 

Real  estate 
Inheritance  (Du  Pont) 
Publishing 

Inheritance  (Ford  Motor) 
Inheritance  (Ford  Motor) 
Inhentance  (Ford  Motor) 
Agency  Rent-A-Car 
Grain  trader 
Vestron 


Real  estate 


*  New  entry.    irReturnee.    •Dropout.    'Assuming  equal  shares  in  common  fortune    tFamily  fortune  individually allocated.    tNear  miss. 


THE  QUEST  FOR  THE  WORLD'S 
FASTEST  RED  HERRING 


If  there's  a  formula  for  success 
in  the  financial  community,  it  surely 
has  something  to  do  with  the  flow 
rate  of  information. 

The  faster  word  of  the  deal  goes  out,  the 
faster  the  response. 

In  our  business-financial  printing-the  word  goes 
out  in  a  "red  herring,"  a  prospectus  written  to  tell  a 
financial  story  in  full,  printed  with  total  accuracy,  and 
distributed  with  all  possible  speed.  But  just  how  fast  is  that? 
We're  working  on  a  new  system  of  measure. 

It's  an  on-going  project.  Back  in  1973,  we  taught  computers  our 
trade.  And  computers  did  for  us  what  they've  done  for  many- 
dramatically  increased  our  speed.  Then  we  extended  our  lines  of 
communication  across  the  Atlantic  to  London  and  the  financial  centers 
of  Europe. 

Now,  with  links  to  Asia,  the  Far  East,  and  Australia,  we  can  deliver  an  entire  job  to 
almost  any  major  financial  center  in  the  world  in  a  matter  of  minutes. 

In  the  race  of  the  red  herring,  we  intend  to  see  the  winners  all  wearing  one  color. 
Pandick  blue. 


PANDICK,  Inc. 

345  Hudson  Street,  New  York.  N  Y  10014 
(212)  741-5555  Telex  No.  12009 


Full-service  offices  and  plant  affiliations  in  financial  centers  throughout  North  America  and  the  world. 


(Affiliates)  United  Kingdom:  Burrup  Mathieson,  Williams  Lea  Sweden:  Esselte  Vaerdetryck  AB  Australia:  Melbourne-Mackenzie  Typesetting; 

Sydney-R  T  Kelly  Hong  Kong:  Prmtnte  Press  (HK)  Ltd   Japan:  Obun  Printing  Co.  Singapore:  Form  &  Function  Pty  Ltd. 


,Jtu/ejc 

/Aw*  cftuwdwed 

Galhreath  family  •  

Galbrcath,  John  Wilmer  '; 
Calcsi,  Francesco  


Hahn, 


Haupt,  Enid  Annenberg . 


Howard, 


Worth 


^age 

Residence 

Age 

|$  mil] 

Primary  sources 



Columbus,  Ohio 



$400 

Real  estate 

208 

Columbus,  Ohio 

89 

$200* 

Real  estate 

198 

NYC 

55 

$225 

Real  estate 

168 

Modesto,  Calif. 

77 

$350' 

Wine 

168 

Modesto,  Calif. 

76 

$350* 

Wine 

169 

Barnngton  Hills,  111. 

64 

$350 

Motorola 

258 

Wichita,  Kans.,  et  al. 



$300 

Inheritance 

201 

Denver 

65 

$210 

Gates  Corp. 

173 

Seattle 

30 

$315 

Microsoft 

139 

Oklahoma  City 

67 

$700f 

Broadcasting,  publishing 

200 

London 

53 

$210 

Inheritance  (oil] 

116 

San  Francisco 

52 

$l,200t 

Inheritance  ( oil ) 

284 

Kalamazoo,  Mich. 

60 

$170 

Inheritance,  broadcasting 

212 

Honolulu  and  Oklahoma  City 

48 

$200* 

Inheritance,  real  estate 

212 

Honolulu  and  Oklahoma  City 

51 

$200' 

Inheritance,  real  estate 

139 

NYC 

69 

$750 

Real  estate 

174 

NYC 

71 

$300 

Game  shows 

231 

Los  Angeles 

56 

$180 

Motown  Record 

258 

Richmond,  Va.,  et  al. 



$475 

Inheritance  (Ethyl  Corp.) 

154 

Washington,  D.C. 

69 

$410 

Washington  Post 

193 

Beverly  Hills 

70s 

$235' 

Inheritance 

148 

Zug,  Switzerland 

52 

$500* 

Commodities  trader 

200 

NYC 

61 

$220 

American  International  Group 

196 

Greenville,  Del. 

84 

$225* 

Inheritance  (Du  Pont) 

190 

Avon  Park  Fla. 

75 

$250 

Citrus  grower 

193 

Beverly  Hills 

61 

$235 

Tplpvi  lion 

284 

Wav73ta  iWinn 

'VdVLald,  1*111111. 

55 

$160 

Pnnsf  ri  ir  t  ion 

198 

NYC 

54 

$225 

Pi  1  n  1 1  "S  n  1  n  c* 

259 

C\ Pvpl^inn  ririPin 

$850 

fn  h  pri  lanrp 

111111.1  i  1  el  1 1 1_  i_ 

174 

Rancho  Santa  Fe,  Calif 

67 

$300 

Shopping  centers 

259 

San  Francisco 



$900 

Inheritance  (Levi  Strauss) 

152 

Mission  Hills,  Kans. 

58 

$450 

Hallmark  Cards 

208 

Palm  Beach 

74 

$200 

Inheritance  (publishing) 

188 

Stratford,  Pa. 

58 

$250 

Inheritance  (Campbell  Soup) 

232 

LA;  NYC;  Moscow 

88 

$180 

Entrepreneur 

144 

Birmingham,  Ala. 

64 

$600 

Construction,  investments 

284 

Tulsa 

48 

$175 

Construction,  real  estate 

294 

Chattanooga 

56 

$175 

Coca-Cola  bottler 

208 

NYC 

80 

$200 

Inheritance  (publishing) 

208 

NYC,  LA 

76 

$200 

Inheritance  (publishing) 

283 

Los  Angeles 

dec. 



Inheritance  (publishing) 

260 

California;  NYC  area,  et  al. 



$400 

Inheritance,  media 

158 

Los  Angeles 

59 

$200 

Inheritance,  media 

158 

Beverly  Hills 

65 

$400 

Inheritance,  media 

158 

Hillsboro  and  Paso  Robles,  Calif. 

70 

$400 

Inheritance,  media 

158 

NYC 

78 

$400 

Inheritance,  media 

288 

Pittsburgh 

78 

$150 

H.J.  Heinz 

178 

Washington,  D.C. 

47 

$300 

H.J.  Heinz 

122 

NYC 

77 

$1,100 

Real  estate 

206 

NYC 

37 

$200' 

Inheritance,  oil,  real  estate 

182 

NYC  and  Deal,  N.J. 

71 

$280 

Amerada  Hess 

128 

Portola  Valley,  Calif. 

73 

$1,000 

Hewlett-Packard 

295 

Little  Rock,  Ark. 

50 

$160 

Yogurt 

128 

Dallas 

71 

$l,000i 

Inheritance,  oil 

260 

Batesville,  Ind.,  et  al. 

_ 

$450 

Inheritance  (Hillenbrand  Industries) 

120 

Pittsburgh 

67 

$1,100* 

Industrialist 

217 

Houston 

61 

$200 

Real  estate 

160 

Houston 

81 

$400 

Media 

260 

Santa  Ana  and  Marysville,  Calif. 

$475 

Inheritance  (publishing) 

208 

NYC,  Palm  Beach 

81 

$200 

Inheritance  (publishing) 

260 

Cleveland  area;  Hollywood,  Fla. 

$400 

Inheritance,  media,  real  estate 

260 

Corning,  N.Y. 

$325 

Inheritance  (Corning  Glass) 

190 

Rancho  Santa  Fe,  Calif. 

61 

$250 

Publishing 

216 

St.  Mary's  Point,  Minn. 

53 

$200 

Broadcasting 

192 

Houston 

68 

$250 

Oil 

229 

Terre  Haute,  Ind. 

81 

$180 

Inheritance 

*  New  entry    ■irReturnee    •  Dropout    'Assuming  equal  shares  in  common  fortune    fFamily  fortune  individually  allocated    tNear  miss 
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When  you  need  a  discount  broker,  Rose  &  Company  gives  you 


Commission  Savings 

and... 
Extensive  Services 


If  you  want  substantial  commission  savings  and  a  broad 
range  of  services,  Rose  &  Company  should  be  your 
discount  broker. 

Rose  &  Company  has  the  expertise  to  provide  you  with  a 
wide  variety  of  services,  such  as: 

•  One-Call  TradeSM  service  which  executes  and  confirms 
most  market  orders  while  you  are  still  on  the  phone 

•  Margin/Option  Account  that  offers  one  of  the  lowest 
interest  rates  in  the  industry 

•  Self-Directed  IRA  with  no  establishment,  maintenance  or 
termination  fees 

Now  you  can  enjoy  more  than  commission  savings  of  up 
to  75%  compared  to  the  rates  charged  by  full-commission 
brokers.  You  enjoy  a  list  of  services  which  is  continually 
growing  to  meet  your  expanding  investment  needs.  At  Rose 
&  Company  we  reduce  costs,  not  services. 

When  you  need  a  discount  broker,  call. . . 

1-800-THE-ROSE 

Call  toll  free,  24  hours  a  day  for  a  free  brochure. 

Rose  &  Company 

INVESTMENT  BROKERS,  INC. 
HQ!,  CHASE 

A  CHASE  MANHATTAN  CORPORATION  SUBSIDIARY 

CHICAGO  •  BOSTON  •  HOUSTON  •  LOS  ANGELES  •  NEW  YORK 
PITTSBURGH  •  SAN  FRANCISCO  •  WASHINGTON.  D  C 


ber  New  York  Stock  Exchange,  Inc. 


Securities  Investor  Protection  Corporation  (SIPC) 


Page  Residence 


Age 


Worth 
1$  mill 


Primary  sources 


 192 

Dallas 

54 

$250+ 

Inheritance,  oil,  sports 

Hunt,  Nelson  Bunker  

 162 

Dallas 

60 

$400+ 

Inheritance,  oil,  real  estate 

 206 

Dallas 

43 

$200' 

Inheritance,  oil,  real  estate 

 206 

Dallas 

42 

$200" 

Inheritance,  oil,  real  estate 

 206 

Dallas 

69 

$200* 

Inheritance,  oil,  real  estate 

 206 

Denver 

36 

$200* 

Inheritance,  oil,  real  estate 

Hunt,  William  Herbert  

 169 

Dallas 

57 

$350+ 

Inheritance,  oil,  real  estate 

J/ 

 295 

Westchester  County,  N.Y. 

50 

$175 

Financier 

f 

J* 

Jacobs,  Irwin  Lawrence  ~k  

 229 

Minneapolis 

45 

$180 

Arbitrage,  investments 

Jaeger,  fames  Leroy  •  

 284 

Cincinnati 

38 

$120 

Cincinnati  Microwave 

Jobs,  Steven  Paul   

 228 

Woodside,  Calif. 

31 

$185 

Computers 

Johnson,  Barbara  Piasecka  ir  

 170 

Princeton,  N.J. 

49 

$335 

Inheritance 

Johnson,  Belton  Kleberg  

 228 

San  Antonio,  Tex. 

56 

$190 

Inheritance,  ranching 

Johnson,  Edward  Crosby  III  

U:.:$«  169 

Boston 

56 

$350+ 

Investment  management 

Johnson  family  

 260 

NYC;  Fla.,  et  al. 

— 

$500 

Inheritance  (Johnson  is.  Johnson 

 229 

Chicago  and  Palm  Springs 

68 

$185 

Publishing 

 144 

Racine,  Wis. 

58 

$600 

Johnson  Wax 

X 

Kahkow,  Peter  Stephen  

 154 

NYC 

43 

$425 

Real  estate 

Kalmanovitz,  Paul  

 188 

Tiburon,  Calif. 

80 

$250 

Beer,  real  estate 

Kaskel,  Howard  

 184 

NYC 

49 

$275 

Inheritance,  real  estate 

Kauffman,  Ewing  Marion  

 172 

Kansas  City,  Mo. 

70 

$325 

Marion  Laboratories 

Keck,  Howard  Brighton  

 184 

Los  Angeles 

73 

$275 

Inheritance  (Superior  Oil ) 

Keck,  William  Myron  II  

 184 

Los  Angeles 

44 

$190 

Inheritance  (Superior  Oil) 

Keinath,  Pauline  MacMillan  

 201 

Unknown 

51 

$205* 

Inheritance  (Cargilll 

Kelley  family  

 262 

Honolulu 

$330 

Real  estate 

Kelly,  William  Russell  

 164 

Troy,  Mich. 

80 

$380 

Kelly  Services 

♦  New  entry.    irReturnee  •Dropout. 

'Assuming  equa 

shares  in  common  fortune.    + Family 

fortune  individual!) 

allocated.    tNear  miss. 

How  to  save  a  drowning  it  i 
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//  1/       7  1  t/  lis/ IffSt 

Page 

Residence 

Age 

Worth 
|$  mil) 

Primary  sources 

innedy  family  

  262 

Boston  origin 

S600 

liinentance 

jkorian,  Kirk  

144 

Los  Angeles  and  Las  Vegas 

69 

S600 

Investments 

jberg  family  

 262 

King  Ranch,  Xex. 

5750 

Inheritance  (King  Ranch 

 112 

Charlottesville,  Va. 

72 

$2  500 

\4  ptrnm  pnia 

ght,  James  Landon  

 164 

Miami 

77 

$385 

Knight- Ridder 

 220 

Hillsboro,  Ore. 

48 

$200 

Nike 

;h,  Charles  de  Ganahl  

 144 

Wichita,  Kans. 

50 

$600' 

Inheritance  oil  services 

•fi  David  Hamilton.... 

144 

NYC 

46 

$600* 

Innpi'i  rinrp    nil  cf*r\r  i  rpc 
1111 1CI 1  LdllCC,  Ull  3CIVIL,CS 

 152 

NYC 

53 

$350 

Inheritance  (oil  services) 

'h  William  Ingraham 

152 

UUo  LU11 

to 

Inheritance  (oil  services) 

llberg,  Jerome  fr.  "fc  

 232 

Westchester  County,  N.Y. 

61 

$180 

Leveraged  buyouts 

1  1  T 

Austin,  Tex. 

68 

$200 

Teledyne 

vis,  Henry  R.  "A"  

 161 

isrv/""1 
IN  Yi^ 

42 

$180 

Leveraged  buyouts 

l  oa 

Downers  Grove,  111. 

80 

$235 

Molex 

1  /IT 

 ill 

La  loila,  Cant. 

58 

$640 

Inheritance 

rd  family  

 262 

Delaware  area 

$350 

Inheritance  (Du  Pont) 

 262 

NYC;  London,  et  al. 

$300 

Industrialists 

ider  Estee 

  172 

NYC  and  the  Hamptons 

(d  231 

$333* 

Cosmetics 

ider  Leonard  Alan 

172 

NYC  and  the  Hamptons 

52 

$333* 

Cosmetics 

ider  Ronald  Steven 

172 

NYC  and  the  Hamptons 

42 

$333* 

Cosmetics 

ircn  Ralph  "A- 

174 

NYC 

47 

$300 

Apparel 

vrence  family 

262 

NYC  area 

$335* 

Inheritance  (real  estate) 

vvrence  M  Larry 

 231 

San  Diego,  et  al. 

60 

$180 

Real  estate 

(ir,  Norman  Milton  

 196 

Los  Angeles 

64 

$225 

Television 

"rak,  Samuel  Jayson  

 137 

NYC 

68 

$950 

Real  estate 

pine,  Leon  

 185 

Charlotte,  N.C. 

49 

$260 

Family  Dollar  Stores 

Ily  family  

 262 

Indianapolis,  et  al. 

$930 

Inheritance  (Eli  Lilly) 

ldner,  Carl  Henry  II  

 148 

Cincinnati 

67 

$500 

Insurance,  banking 

win,  Leonard  

 220 

NYC 

60s 

$200 

Real  estate 

entrv.    ■^Returnee.    •Dropout.    *  Assuming  equal  shares  in  common  fortune.    fFamily  fortune  individually  allocated.    iNear  miss. 


i  35-knot  crosswind 

je  work  at  sea  is  seldom  done  in  fine 
per  and  calm  seas.  That's  why  the  United 
J>  Coast  Guard  demands  stringent 
rements  for  their  helicopters,  including 
ity  in  flight  -  even  in  strong  crosswinds  - 
Protection  against  potential  tail-rotor 
lent  hazards. 

^et  the  Coast  G  dard's  challenge 
spatiale  used  its  innovative  "fenestron" 
iology.  Advanced  technology  first 
jluced  in  the  Gazelle  in  1966,  technology 

ii  has  consistently  proven  performance, 
jity,  safety  and  reliability. 


This  proven  technology  has  caught  the  interest 
of  the  U.S.  Army.  The  "fenestron"  has  been 
requested  in  the  specifications  for  the  Army's 
next  generation  helicopter...  the  LHX. 
As  we  see  it,  advanced  technology  is 
synonymous  with  increased  operational  safety 
and  reliability.  This  means  adapting  leading- 
edge  technology  to  satisfy  our  customer's 
needs,  which  is  one  reason  why  the  U.S.C.G.  as 
well  as  fire  departments,  police  units,  hospitals, 
armed  forces,  and  VIPs  the  world  over  place 
their  trust  in  Aerospatiale...  the  world's  leading 
helicopter  exporter. 


lot's  special,  that's  aerospatiale. 


EpB  aerospatiale 


Worth 


Page  Residence 


Age 

($  mil) 

Primary  sources 

61 

$400 

In nprUanrf 

1  1  II  11.  1  1  Ull  JLL 

89 

$500 

Shipping,  real  estate 

72 

$200 

Inheritance,  investments 

60 

$785 

Coca-Cola  bottler 

A  A 
44 

OZUU 

Investments,  real  estate 

C7 

J  1 

OoUU 

Inheritance,  real  estate 

o  l  ,uuu 

Inheritance,  shipping,  real  estate 

57 

$280' 

Inheritance  (Dow  [ones) 

$300 

Real  estate 

59 

$205* 

Inheritance  (Cargill} 

58 

$205' 

inheritance  (Cargill) 

56 

$205* 

Inheritance  (Cargill) 

57 

$205* 

Inheritance  (Cargill) 

62 

$325 

Cable  TV 

48 

$300* 

Real  estate 

$475 

Premier  Industrial 

79 

$240* 

Inheritance  (Marriott) 

$720 

Marriott 

54 

$240* 

Inheritance  (Marriott) 

47 

$240* 

Inheritance  (Marriott) 

55 

$1,333* 

Candy 

80s 

$1,333* 

Candy 

51 

$1,333* 

Candy 

63 

$225 

Hallmark  Cards 

82 

$300 

Real  estate 

58 

$400 

Inheritance 

85 

$225* 

Inheritance  (Du  Pont) 

$400 

Inheritance  (publishing) 

$300 

Inheritance  (McDonnell  Douglas) 

49 

$325 

Publishing 

$550 

Inheritance  (McGraw-Hill) 

72 

$150 

Shipping,  real  estate 

dec. 

Entrepreneur 

$460 

Inheritance  (Consolidated  Papers) 

79 

$775 

Inheritance 

47 

$195* 

Inheritance 

44 

$195* 

Inheritance 

44 

$200* 

Inheritance 

57 

$225 

Real  estate 

85 

$200 

Broadcasting 

40 

$500 

Financier 

54 

$200 

ComputerLand 

46 

$195' 

Inheritance 

70 

$210 

Textiles,  investments 

70 

$650 

Textiles  investments 

69 

$425 

Textiles  investments 

73 

$260* 

Inheritance  (Du  Pont) 

60 

$185 

Burlington  Coat  Factory 

63 

$200* 

Real  estate 

66 

$200* 

Real  estate 

67 

$300 

Oil,  real  estate 

49 

$250 

Pizza 

66 

$300 

Oil 

dec. 

Oil 

$300 

Highland  Superstores 

51 

$570-; 

American  National  Insurance 

57 

$175 

Intel 

58 

$500 

Shopping  centers 

59 

$200* 

Shopping  centers,  banks 

52 

$200 

Newspapers 

$300 

Inheritance  (manufacturing) 

55 

$725 

The  News  Corp. 

63 

$650 

Investments 

66 

$125 

Oil  and  gas 

$325 

Murphy  Oil 

58 

$200 

Real  estate 

Louis,  John  Jeffry  Jr  

Ludwig,  Daniel  Keith  

Lunger,  Mary  Jane  du  Pont. 

Lupton,  |ohn  Thomas  

Lune,  Robert  ir  

Lune,  Robert  Alfred  

Lykes  family  


MacElree,  |ane  Cox  

Mack  family  

MacMillan,  Cargill  Jr  

MacMillan,  John  Hugh  

MacMillan,  W.  Duncan  

MacMillan,  Whitney  

Magness,  Bob  John  

Malkin,  Judd  David  

Mandel  family  

Marriott,  Alice  Sheets  ~k   

Marriott  family  •  

Marriott,  John  Willard  Jr.  ic   

Marriott,  Richard  Edwin  if   

Mars,  Forrest  Edward  Jr  

Mars,  Forrest  Edward  Sr  

Mars,  John  Franklyn  

Marshall,  Barbara  Hall  ~k  

Marx,  Leonard  Maximilian  

May,  Cordelia  Scaife  

May,  Irene  Sophie  du  Pont  

McClatchy  family  

McDonnell  family  

McGovern,  Patrick  Joseph  

McGraw  family  

McLean,  Malcom  Purcell  •  , 

McLendon,  Gordon  Barton  •  

Mead  family  

Mellon,  Paul  

Mellon,  Richard  Prosser  

Mellon,  Seward  Prosser  

Mellon,  Timothy  

Mendik,  Bernard  H  

Meyer,  August  Christopher  

Milken,  Michael  R.  if   

Millard,  William  H  

Millbury,  Cassandra  Mellon  

Milhken,  Minot  King  , 

Milliken,  Roger  

Milliken,  Gemsh  Hill  

Mills,  Alice  Francis  du  Pont  

Milstein,  Monroe  Gary  if  

Milstein,  Paul  

Milstein,  Seymour  

Mitchell,  George  Phydias  

Monaghan,  Thomas  S  

Moncnef,  William  Alvin  Jr  

Moncnef,  William  Alvin  Sr. 

Mondry  family  

Moody,  Robert  L  

Moore,  Gordon  Earle  •  

Moore,  Jerry  J.  if   

Morgan,  Frank  Sherman  

Moms,  William  Shivers  III  

Mott  family  

Murdoch,  Keith  Rupert  

Murdock,  David  Howard  

Murphy,  Charles  Haywood  Jr.  •. 

Murphy  family  

Muss,  Stephen  


.162  Winnetka,  111. 

.  148  NYC- 

.212  Wilmington,  Del.  and  NYC 

.  138  Chattanooga,  Tenn. 

.  204  Chicago 

.  1 74  San  Francisco 

.  262  Florida  origin 


.  182  Newtown  Square,  Pa. 

264  NYC  and  Great  Neck,  N  Y. 

.201  Minneapolis 

.201  Fort  Lauderdale,  Fla. 

.201  Wayzata,  Minn. 

.201  Minneapolis 

.  1 73  Denver,  Colo. 

.176  Winnetka,  111. 

.264  Shaker  Heights,  Ohio,  et  al. 

.192  Washington,  D.C. 

... —  Washington,  D.C 

.192  Washington,  D.C. 

.  192  Washington,  D.C. 

.116  McLean,  Va. 

.116  Las  Vegas 

.116  Arlington,  Va. 

.  152  Kansas  City,  Mo. 

.180  Scarsdale,  N  Y. 

.  160  Ligonier,  Pa. 

.  196  Wilmington,  Del. 

.264  Sacramento,  Calif.,  et  al. 

.  264  St.  Louis 

.173  Nashua,  N.H. 

.  264  NYC  and  elsewhere 

.284  NYC 

.283  Lake  Dallas,  Tex. 

.264  Wisconsin  Rapids 

.  139  Upperville,  Va. 

.224  Ligonier,  Pa. 

.224  Ligonier,  Pa. 

.201  Manchester,  N.H.  area 

.198  NYC 

.222  Champaign,  111. 

.  148  Encino,  Calif. 

.216  San  Vincente,  Saipan 

.224  Ligonier,  Pa. 

.142  NYC 

.142  Spartanburg,  S.C. 

.  142  Greenwich,  Conn,  and  NYC 

.  185  Middleburg,  Va. 

.228  Burlington,  N.J. 

204  NYC  and  Scarsdale,  N  Y. 

.  204  NYC  and  Scarsdale,  N. Y. 

.180  Houston 

.  190  Ann  Arbor,  Mich. 

.178  Fort  Worth 

.283  Fort  Worth 

.264  Dearborn,  Mich. 

.  146  Galveston,  Tex. 

.284  Santa  Clara,  Calif. 

.  1 50  Houston 

.216  Kansas  City,  Mo. 

.220  Augusta,  Ga. 

.268  Flint,  Mich.,  et  al. 

.  139  Australia;  London;  NYC 

.142  Bel  Air,  Calif. 

.284  El  Dorado,  Ark. 

.268  El  Dorado,  Ark. 

.220  Miami  Beach 


*  New  entry.    -frReturnee    •  Dropout    "Assuming  equal  shares  in  common  fortune.    tFamily  fortune  individually  allocated.    tNear  miss. 


cncRPC  .inn/r>r~TriRFn  n  lOSA 


HOW  A  FLEXIBLE 
COMMUNICATIONS  SYSTEM 
MAKES  IT  EASY  TO 
GROW  AND  EXPAND. 

There  are  a  lot  of  reasons  you  might  be  in  the  mar- 
ket for  an  advanced  communications  system.  One  rea- 
son is  that  you  expect  your  business  to  grow.  It  only 
makes  sense  then  that  the  system  you  select  should  be 
able  to  grow  right  along  with  it. 

The  AT&T  System  75  is  an  integrated  voice  and 
data  system  flexible  enough  to  do  just  that.  Its  modular 
architecture  lets  you  custom-tailor  a  system  that  not 
only  fits  your  needs  today,  but  can  expand  as  your  busi- 
ness does.  At  full  capacity,  it  can  accommodate  up  to 
800  lines.  And  with  our  unique  system  management 
function,  it's  easy  to  change  and  rearrange  the  equip- 
ment as  often  as  you  need  to. 

Thanks  in  part  to  AT&T's  universal  wiring  scheme, 
System  75  can  connect  to  data  systems  and  networks 
easily  and  inexpensively.  And  to  make  your  move  to 
System  75  even  smoother,  AT&T  Credit  Corporation 
offers  a  range  of  purchasing  and  leasing  options  that 
are  as  flexible  as  the  system  itself. 

For  a  free  brochure  about  how 
AT&T  can  give  your  business 
the  flexible  communications 
system  it  needs,  call  us 
at  1800  247-1212,  Ext.  500. 


AT&T 

The  right  choice. 


//'<  ttr  <  ffu  tt</ r<-</ 

JT 


Nielsen,  Arthur  Charles  Jr. 


O'Neil 


Patterson,  Andrea  Currier  ~k  . 

Paulson,  Allen  Eugene  

Paulucci,  Luigino  Francesco... 

Paxson,  Lowell  W.  ir  

Pearson,  Edith  du  Pont  


Perelman, 


Petrie, 


Pictet, 


Pritzker, 


Worth 


Page 

Residence  , 

Age 

($  mill 

Primary  sources 

268 

San  Francisco 

S3  70 

Movie  theaters,  cable  TV 

122 

NYC 

57 

$1,150* 

Publishing 

122 

NYC 

58 

$1,150* 

Publishing 

172 

Pritrw  Villifp  Kin*; 

1     IclJllV       »     III-.  I.I-.'-           I.     II  I  ■ 

75 

$325 

R  p  a  1  ftitatf. 

188 

Wi  n  net  V  a  Til 

67 

$250t 

A  C~  Nii*l«if*n 

268 

Seattle 

S400 

1  I  1  !  1  '     1   1  1  .  1  [  I  1    1             s  '  1  |     1  v.  1  I      1  1  ,  1 

188 

Pilm  Rp;irh 

1    .11111     1  1  1-  iH.II 

45 

$220 

InhiTitincc  1  f^amnn/*!  1  ^ruml 

1 1 1 1 1  U  I  1  Id  i  ILL  \  L.  dl  1  IfHtl.  1 1  J>UUpi 

184 

Lincoln,  Mass. 

60 

$275 

Digital  Equipment 

268 

\I  tffriri  -i    T  f »  v      <j  t  o  1 
VlLlwIld,    1  L  A  ,  CI  dl. 

$750 

1 1  1 1  1 L  I  1  I ! )  1  1 1...  t      [  ,1 1  1  L  1 1  1 1 1  L.  ,    IM  1 1  K  1 1  lg 

283 

Palm  Beach  and  NYC 

de~ 

Real  estate 

164 

•s  in  T 1 1 1 n  i* mmtrann   C 1 1 1 1 

J  Lid  11   v    -1  l  1  1  5  l  1  ■  1  1  1 1  '     v  .till 

63 

$375* 

lllllCIlldULC,    I  L  <i  1    L  >  I  <.!  l  L 

228 

Oyster  Bay,  N  Y. 

58 

$185 

InhfTitanrf 

1  I  I  1  1  k.  1  1  L  d  1  1  l_ 

268 

^  f   f  'i  1 1 1  nnpin 

Jl.  1  uUl  1  1 1  1  g  1  1  1 

$400 

Inhprit'inrt'  1 

113 

Los  Altos  Hills,  Calif. 

74 

$2,000 

Hewlett-Packard 

212 

Beverly  Hills 

62 

$200 

Computers 

173 

NYC  and  Southampton,  N.Y. 

85 

$320 

CBS 

160 

Ithaca,  N.Y. 

76 

$400 

Park  Communications 

180 

NYC;  Boca  Raton,  Fla. 

71 

$300 

Real  estate 

208 

The  Plains,  Va. 

30 

$200* 

Inheritance 

178 

Savannah,  Ga. 

64 

$300 

Gulfstream  Aerospace 

154 

Duluth,  Minn,  and  Sanford,  Fla. 

68 

S450+ 

Food  processing,  real  estate 

168 

Clearwater,  Fla. 

52 

$375 

Home  Shopping  Network 

204 

Montchanin,  Del 

73 

$200' 

Inheritance  |Du  Pont1 

160 

Baton  Rouge,  La. 

85 

$400 

Oil,  gas 

217 

Reno,  Nev. 

63 

$200 

Circus  Circus 

206 

Salisbury,  Md. 

66 

$200 

Chickens 

295 

NYC 

43 

$175 

Leveraged  buyouts 

196 

Los  Angeles 

55 

$225 

Television 

112 

Dallas 

56 

$2,500 

Electronic  data  management 

193 

Beverly  Hills 

60 

S235 

Publishing 

139 

NYC  and  Southampton,  N.Y. 

84 

$700 

Petrie  Stores 

268 

Philadelphia  origin 



$325 

Inheritance  (Sun) 

270 

Pittsburgh  origin 



$1,800 

Inheritance 

208 

Westbury,  N.Y. 

52 

$200* 

Inheritance 

201 

Geneva,  Switzerland 

53 

$205* 

Inheritance  (Cargill) 

270 

Seattle 



S310 

Inheritance  (Paccar) 

270 

Bryn  Athyn,  Pa.,  et  al. 



$600 

Inheritance 

178 

Dallas 

52 

S300 

Real  estate 

160 

Minneapolis 

71 

$400 

MEI  Corp  ,  banks,  investments 

288 

Manalapan,  Fla. 

59 

$170 

Publishing 

284 

La  Jolla,  Calif. 

70 

$175 

Price  Co. 

283 

n  i  c  i  (Jfi 

V—  111  CtltW 

Firunripr 
i  1 1  idi 1 1 1_  i 

120 

V  1  1  1  K.  *XfL\> 

64 

$1  150* 

r  1 1 1  <il  I  CI  t,  I 

120 

(~*  n  i  c  'i  trn 

V..  111  t.ll 

60 

$1  150* 

Fin  infipr 
I  1 1  Id  [  1L 1CI 

270 

T  fniic   pt  ■}  i 

Jl.  LUUlo,  CL  dl. 

S450 

\r\\~\(*Tit-inf*i'  Iniihlicnino'] 
HlllCilldllLL     |     l     .  i  s  1  I  1  . ;  ~. 

270 

Inni       □r\nlic    e*t  il 
lllUldl IdLJUl  lj>,  CL  ,11 

S400 

HIIlCllldllLC  |UL  WSlJilL'ClSl 

193 

Beverly  Hills 

70s 

S235" 

Inheritance 

154 

Newton  Centre,  Mass. 

63 

S450 

Movie  theaters,  investments 

270 

Seattle,  et  al 

_ 

$300 

Inheritance  lumber) 

152 

Denton,  Tex. 

65 

$225- 

Hallmark  Cards 

270 

NYC  area 

$350 

Real  estate 

150 

Las  Vegas 

80 

S500 

Publishing 

148 

Zug,  Switzerland 

52 

$500* 

Commodities  trader 

164 

Buffalo,  N.Y. 

73 

$400+ 

Rich  Products 

270 

Greensboro,  N.C.;  Conn.,  et  al. 

— 

$575 

Inheritance  (pharmaceuticals) 

173 

Palm  Beach 

81 

$325 

Cement 

232 

San  Francisco 

43 

$180 

Leveraged  buyouts 

224 

Washington,  D.C.,  et  al. 

49 

$190* 

Inheritance 

126 

NYC  and  Tarrytown,  N.Y. 

71 

$1,000 

Inheritance,  banking,  real  estate 

274 

NYC,  et  al. 

$750 

Inheritance 

274 

Greenwich,  Conn.,  NYC,  et  al. 

$350 

Inheritance 

224 

Woodstock,  Vt. 

48 

$190* 

Inheritance 

*  New  entry.    ^Returnee.    •  Dropout.    'Assuming  equal  shares  in  common  fortune    t Family  fortune  individually  allocated.    tNear  miss. 
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FORBES  400,'OCTOBER  27. 


19S4j 


To  you,  if s  another  small  office  building. 
To  us,  if  s  creating  a  more 
efficient  working  environment 


The  300  people  who  work  in  the  Commerce 
•aring  House  enjoy  one  of  the  most  comfortable,  yet 
cient  working  environments  ever  designed.  It's  controlled 
a  Johnson  Controls  facilities  management  system  that 
ivides  the  perfect  balance  of  heating  cooling  lighting 
urity  and  fire  protection.  The  result  is  considerable 
ings  to  building  owners  and  tenants  alike. 

Designing  and  installing  automated  systems 
buildings  is  our  business.  Maintaining  and  servicing 
Iding  systems  through  our  Alliance  programs  is 
'  business  too.  Over  100,000  building  owners  have 
Dsen  Johnson  Controls  for  facilities  management. 


These  projects  range  in  size  from  giants  like  Los  Angeles 
International  Airport  to  smaller  buildings  like  Commerce 
Clearing  House. 

For  information  on  a  working  environment  that 
can  work  to  save  you  money,  take  advantage 

of  our  new  Executive  Contact  Program.  Give 
us  a  call  at  1-800-972-8040.  In  Wisconsin, 
call  1-800-472-6533.  A  Johnson  Controls 
executive  will  get  back  to  you  within 

24hours  JiHNSON 
CONTROLS 

Creating  a  better  climate 
for  business. 


2  Johnson  Controls,  Inc.  1986  8b01 


IT'S  NOT  A  RISK 
WHEN  IT'S  BEEN  DONE 
OVER  1250  TIMES. 


FANTASTIC  SAMS,  the  original  family 
haircutters,  is  the  world's  largest  and 
fastest  growing  haircare  franchise, 
according  to  ENTREPRENEUR,  1986.  It  s 
no  accident  —  Fantastic  Sam's  has  sold 
over  1250  stores  —  and  we're  still 
growing  with  new  sales  each  day! 

Inquire  today  about  owning  a 
Fantastic  Sam's  franchise. 

•  no  accounts       •  $45,000 
receivable  minimum 

•  relatively  low  investment 
inventory  •  no  royalties 

•  weekly  fees  of    •  in  business 
$131.00  for  yourself, 

but  not  by 
yourself. 

We  have  a  system  that  will  work  for 
you !  (Don't  take  our  word  for  it;  call 
any  of  our  400  owners,  who  collectively 
own  over  1250  stores,  and  ask  them. 
Most  were  never  in  the  hair  business.) 

In  USA,  call  1-800-62 1-5307, 

8:30-5:00  CST 
In  Canada,  call  604-530-3177 
or  416-441-6330 


This  offering 
made  by 
prospectus  only. 


Tartfastic 


(The  original  famil)  haircutters.^^ 


A 


HUCKINS 


Return 
of  a  Classic! 


58ft.  "LEMWOOD"  FAIRFORM  FLYER... 

one  of  Huckins'  most  admired  classic  yachts, 
will  now  be  available,  custom-built-to-order,  in 
AIREX/fiberglass  sandwich  construction  ,  keeping 
its  high  performance  hull,  beautiful  lines  and 
interior,  but  also  adding  the  latest  technology. 
Price  expected  to  be  in  the  million  dollar  area. 
If  you  are  interested  in  possibly  acquiring  one, 
and  would  like  to  have  advance  plans  and  details, 
mail  name,  address,  phone  #,  and  a  $10.00  check 
to  Bill  Estes,  Huckins  Yacht  Corporation,  Dept.  HH 
W     P.O.  Box  7069,  Jacksonville,  Florida  32210.  A 


AMERICAN 
V  CANCER 
f  SOCIETY 

Get  a  checkup.  Life  is  worth  it. 


//'oar  c/tandred 


Page  Residence 


Rockefeller,  Laurance  Spelman  137  NYC  and  Tarrytown,  N.Y. 

Rockefeller,  Winthrop  Paul  139  Winrock  Farm,  Ark. 

Rollins,  Orville  Wayne  142  Atlanta 

Root,  Chapman  Shaw  212  Ormond  Beach,  Fla. 

Rose  family  274  NYC 

Rosenberg,  Ruth  Blaustein  154  Baltimore 

Rosenwald  family  274  Philadelphia;  NYC,  et  al 

Ross,  Wilhelmina  du  Pont  •  288  Montchanin,  Del. 

Roush  family  •  —  Akron,  Ohio  origin 

Rudin,  lack  169  NYC 

Rudin,  Lewis  169  NYC 

Rust,  Eleanor  Francis  du  Pont  196  Thomasville,  Ga. 

Ryan,  Patrick  George  200  Chicago 

J 

Sackler,  Arthur  Mitchell  224  NYC 

Scaife,  Richard  Mellon  150  Shadyside,  Pa. 

Scharbauer,  Clarence  lr  208  Midland,  Tex. 

Schnitzer  family  274  Portland,  Ore.;  Palm  Springs 

Schoellkopf,  Caroline  Rose  Hunt  138  Dallas 

Scnpps,  Edward  Wyllis  •  288  Charlottesville,  Va. 

Scnpps  family  (E.W.|  274  Cincinnati  origin 

Scnpps  family  (J.E.)  275  Detroit  area;  La  folia,  Calif.,  et  al. 

Scully  family  •  —  Dwight  and  Buffalo,  111.,  et  al. 

Searle,  Daniel  Crow  185  Winnetka,  111 

Searle,  William  Louis  185  Lake  Forest,  111. 

Shapiro  family  •  —  Boston  origin 

Sharp,  Bayard  •  288  Centreville,  Del.;  Florida 

Sharp  family  275  Wilmington,  Del.  area,  et  al. 

Sharp,  Hugh  Rodney  •  288  Wilmington,  Del.  area,  et  al. 

Sharp,  Peter  185  NYC 

Sheehan,  lean  Ellen  du  Pont  204  Coral  Gables,  Fla. 

Shoen,  Leonard  Samuel  180  Las  Vegas 

Shorenstein,  Walter  Herbert  172  San  Francisco 

Sidamon-Enstoff,  Anne  Phipps  208  NYC 

Silliman,  Mariana  du  Pont  196  Hagley  and  Montchanin,  Del. 

Silverstein,  Larry  Abraham  174  NYC 

Simmons,  Harold  Clark  178  North  Dallas;  Montecito,  Calif. 

Simon,  Esther  Annenberg  208  NYC 

Simon,  Melvin  188  Indianapolis 

Simon,  Norton  Winfred  214  Los  Angeles  area 

Simon,  William  Edward  ~k  201  New  Vernon,  N.J. 

Simplot,  (ohn  Richard  216  Boise,  Idaho 

Simpson,  Abby  Rockefeller  •  288  NYC 

Singleton,  Henry  Earl  147  Los  Angeles 

Skaggs,  Leonard  Samuel  Jr  173  Salt  Lake  City 

Smart,  Richard  Palmer  Kaleioku  198  Honolulu  and  Waimea,  Hawaii 

Smith,  Athalie  Irvine  222  Middleburg,  Va. 

Smith  family  275  Chicago  origin 

Smith,  Frederick  Wallace  196  Memphis 

Smith,  Margaret  du  Pont  Lewis  •  288  Paoh,  Pa. 

Smith,  Marian  Uldine  Day  200  Atlanta 

Smith,  Richard  Alan  185  Chestnut  Hill,  Mass. 

Smith,  Vivian  Leatherberry  190  Houston 

Snyder,  Richard  Wesley  if  182  Dallas 

Solow,  Sheldon  Henry  192  NYC 

Sorenson,  lames  LeVoy  168  Salt  Lake  City 

Sowell,  Anne  Windfohr  212  Fort  Worth,  Tex. 

Spanos,  Alex  Gus  210  Stockton,  Calif. 

Speer,  Roy  M.  "A"  168  Clearwater,  Fla. 

Spelling,  Aaron  *  193  Holmby  Hills,  Calif. 

Stahl,  Stanley  Irving  185  NYC 

Steinberg,  Saul  Phillip   142  NYC 

Stephens,  (ackson  Thomas  154  Little  Rock,  Ark. 

Stephens,  Wilton  Robert  154  Little  Rock,  Ark. 

Stern,  Leonard  Norman  142  NYC 

Strawbndge,  George  Ir  188  West  Chester,  Pa. 

Stroh  family  276  Detroit 

*  New  entry    -irRetumee.    •  Dropout.    "Assuming  equal  shares  in  common  fortune. 


Age 


76 
38 
74 
61 

87 

79 

62 
59 
79 
49 


73 
54 
61 

63 
77 


60 
58 

73 

76 
56 
63 

70 

71 
54 
75 
55 
55 
84 
59 
79 
58 
77 
29 
69 
63 
73 
53 

42 
66 
52 
62 
78 
48 
50s 
65 
47 
63 
54 
63 
62 
47 
64 
78 
48 
47 


Carl  Marks  &  Company,  Inc. 

Investment  Bankers 


Member  New  York 
Stock  Exchange,  Inc. 
and  other  Principal  Exchanges 


NASDAQ  SYMBOL:  MRKS  •  MEMBER  S  I  PC. 

77  Water  Street,  New  York,  N.Y.  10005 
O.T.C.  Trading  (212)  437-7100    •    (800)  221-7420 
Institutional  Trading  (212)  437-7675    •    (800)  336-6682 
Strategic  Research  International  (212)  437-7033    •    (800)  835-5576 
Corporate  Finance  (212)  437-7080      •       Real  Estate  (212)  437-7069 


The  Korea  Fund,  Inc. 


Investment  manager:  Scudder,  Stevens  8t  Clark  Ltd. 
Korean  adviser:  Daewoo  Research  Institute 

The  Korea  Fund  is  a  diversified  closed-end 
investment  company  whose  shares  are 
listed  on  the  New  York  Stock  Exchange.  The 
Fund's  total  net  assets  were  over  $  147  mil- 
lion as  of  September  17,  1986. 

For  a  copy  of  the  most  recent  annual  report, 
please  write: 

The  Korea  Fund,  Inc. 

c/o  Scudder,  Stevens  &  Clark  Ltd.;  Dept.  V.C. 

345  Park  Avenue 

New  York,  NY  10 1  54-0004 
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Stuart,  Elbndge  Hadley  Jr  

216 

Bellevue,  Idaho 

69 

$200* 

Inheritance  (Carnation) 

Stuart,  Dwight  Lyman  

216 

Beverly  Hills 

62 

$200* 

Inheritance  (Carnation) 

Sulzberger,  Arthur  Ochs  if  

169 

NYC 

60 

$340* 

New  York  Times 

Sulzberger  family  •  



NYC 



$680 

New  York  Times 

Sulzberger,  Iphigene  Ochs  +  

169 

NYC 

94 

$340* 

New  York  Times 

276 

Kansas  City,  Mo. 

— 

$350 

Sutherland  Lumber 

QlAMtT  TITtlllv 

276 

Can  FrsnrKrn 

>illl    1    lillll_  1>V_  1  1 

$500 

Hi*il  fvfatc 
i '  i  .ii  1  3 i .  i 1  1 

Swig  Melvin  • 

288 

San  Francisco 

69 

$165' 

Real  estate 

Q\*r  i  it     13  i  f  n  i  Tt  1  A 

288 

Ml      1  1  .11  IV    1     '    1  ' 

61 

$  1 65  * 

R  1  '  '1       t  **if  3  t  P 
1\V  .11     V  -l.llV 

Cv  m  c  Qv 

217 

Lyndhurst  N.J. 

60 

$200 

yms 

Taper,  Sydney  Mark  

180 

Los  Angeles 

84 

$300 

First  Charter  Financial 

Taubman,  Alfred  Alfred  

138 

Bloomfield  Hills,  Mich 

61 

$800 

Real  estate,  art 

Tauber,  Laszlo  Nandor  

164 

Potomac,  Md. 

71 

$375 

Real  estate 

276 

Diboll,  Tex.,  et  al. 



$725 

Inheritance  (timber,  Time  Inc. 

154 

Baltimore 

42 

$2251 

Inheritance  (oil) 

Thompson  family  

276 

Dallas 



$300 

Inheritance  (Southland) 

Thorn,  Laura  Simpson  •  

288 

Bedford  Hills,  N  Y. 

32 

$90* 

Inheritance 

Thome,  Oakleigh  Blakeman  

190 

Millbrook,  N.Y. 

54 

$250 

Inheritance  (Commerce  Clean 

Tisch,  Laurence  Alan  

137 

NYC  and  Rye,  N.Y. 

63 

$950' 

Loews 

Tisch,  Preston  Robert  

137 

NYC  and  Harrison,  N.Y. 

60 

$950* 

Loews 

Tompkins  family 

 276 

San  Francisco 

$350 

Esprit  de  Corp. 

Trump,  Donald  John  

142 

NYC 

40 

$700 

Real  estate 

Tnrnpr   Rnhprt  FHwarH  (TpHl  IIT 

184 

Roswell  Ga. 

47 

$280 

Tnrni'r  Rrn  iilr  scrinp  ^v.tfm 
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TvKin    rinnalH  [tinr 

184 

Springdale  Ark. 

56 

$275" 

1  JI3U11    1  UUU3 

Tyson,  Randal  William  ~k  

184 

Fayetteville,  Ark. 

35 

$275* 

Tyson  Foods 

I  iplt^rh*-    Alhprt  I  pp  A 

284 

Greenwich  Conn 

69 

$180 

F 1 1  »*  li  r    i  i  p  r  v  I  n  t  p  rn  1 1 1 t i  n  -i  1 

1  ll^lllJdlV  iy    111  L  V.  1  lltl  1 1  vJlld  1 

I  1 1  h  1 1 •  i  n  f  i  m  1 1  v  • 

Milwaukee  et  al. 

$250 

Inheritance  [beer] 

/V/* 

276 
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$650 
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v 
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284 
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62 

$175* 

A  m  \k!  v 

i\  1 1 1  W  cl  V 

van  Rpnrpn    Hnnp  H ill 

188 

Middletown  R  I 

52 

$220 

Trinpritincp  1 C  a  m  nHp  11  ^niin' 
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Wagner,  Cyril  [r  

168 

Midland,  Tex. 

52 

$375* 

Oil,  investments 

201 

Bentonville,  Aik. 

61 

$210 

Wal-Mart  Stores 

Walton,  Sam  Moore  

112 

Bentonville,  Ark. 

68 

$4,500t 

Wal-Mart  Stores 

Wang,  An  

148 

Lincoln,  Mass. 

66 

$550 

Wang  Laboratories 

Ward,  Louis  Larnck  

178 

Kansas  City,  Mo. 

66 

$300 

Russell  Stover  Candies 

Wasserman,  Lewis  Robert  

196 

Beverly  Hills  and  Palm  Springs 

73 

$225 

MCA 

Weiler,  Alan  •  

288 

NYC 

52 

$160 

Real  estate 

Weiler  family  

276 

NYC 



$480 

Real  estate 

Weiler,  lack  D.  •  

288 

NYC 

82 

$160 

Real  estate 

Weber,  Charlotte  Colket  

188 

Ocala,  Fla.  and  NYC 

45 

$185 

Inheritance  (Campbell  Soupl 

139 

Honolulu  and  Baltimore 

78 

$725 

Real  estate,  securities 

Weis,  Robert  Freeman  

169 

Sunbury,  Pa. 

67 

$300 

Weis  Markets 

Weis,  Sigfried  

169 

Lewisburg,  Pa. 

70 

$360 

Weis  Markets 

Wexner,  Bella  if  

201 

Columbus,  Ohio;  NYC 

70s 

$210 

The  Limited 

Wexner,  Leslie  Herbert  

113 

Columbus,  Ohio 

49 

$1,400 

The  Limited 

Wexner,  Susan  t  

294 

NYC 

41 

$160 

The  Limited 

Weyerhaeuser  family  

280 

St.  Paul;  Seattle,  et  al. 

_ 

$750 

Inheritance  (Weyerhaeuser) 

Whitney,  Betsey  Cushing  Roosevelt  

180 

Manhasset,  N.Y. 

78 

$300 

Inheritance 

Whittier  family  

280 

Southern  California 

$650 

Inheritance  (oil) 

Wien  Lawrence  Arthur 

 176 

NYC 

81 

$300 

Real  estate,  law 

Williams,  Arthur  L.  [r.  t  

294 

Monroe,  Ga. 

44 

$175 

Insurance 

\A/i  1  1 1  -l  r*r"i  c      \A  1  v  A 

284 

Flail  as 
Luanda 

48 

$125 

fT^ll     rpl  1  PCt'lfP 
V_y  1 1,  ICdl  CbltilL 

\A/ 1  rt"7  rimilv 

280 

(~n  i  r  'A  i>n 
VI 11  i^u  o 

$370 

I  n  n  pn  tan  pp  1  rps  I  p^f'itp   snnrf  ^ 

1 1 11 1  V_  1  1  l  (111  W    1 1  V-  *1 1    L*>ldLV.,       J   1    1  i 

280 

(  i^liimriiic    f^llit,i  -ii-wi  (  'ilir 
\^U1  U 1 1 1             VJ111U  dllLl  v^iilll. 

$325 

InnpfitoTirp  1  m pHi  ■!  n^nb'ino] 

Zell,  Samuel  ^  

204 

Chicago 

44 

$200* 

Real  estate,  investments 

Ziff,  William  Bernard  

137 

Manalapan,  Fla. 

56 

$900 

Publishing 

Zilkha,  Ezra  Khedoun  •  

288 

NYC 

61 

$150 

Investments 

Zuckerman,  Mortimer  Benjamin  

190 

NYC;  Washington,  D.C. 

49 

$250 

Real  estate 

*  New  entry.    -irReturnee    •Dropout.    '.Assuming  equal  shares  in  common  fortune.    tFamily  fortune  individually  allocated     iNear  miss 
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INDIAN  BANK 

through  its  Foreign  Currency  Banking  Unit,  Colombo 

US$20,000,000 
Negotiable  Floating  Rate 
Certificates  of  Deposits  Due  January  1988 

Lead  Managed  by 

lational  Australia^  Bank 

Hional  Australia  Bank  Limited  Singapore  Branch 

Co-Managed  by 
Banque  Internationale  a  Luxembourg  BIL 
(Asia)  Ltd 
Citicorp  Capital  Markets  Croup 
Commonwealth  Bank  of  Australia, 
Singapore  Branch 
Credit  Suisse  first  Boston  (Asia)  Limited 
Italian  International  Bank  Pic 
(Monte  dei  Pasdii  di  Siena  Banking  Group) 

Arranged  by  and  Agent 

National  Australia -fa  Bank 

Btcnal  Australia  Bank  Limited  Singapore  Branch 


his  announcement  appears  as  a  matter  of  record  only. 


860,000,000  Credit  Facility 

prov  iding  liquidity  for  short  term 
promissory  notes  issued  by 

sin  Electric  Funding  Corporation 

in  connection  with  the  leveraged  lease  of 
Antelope  Valley  Station  Unit  2  by 

asin  Electric  Power  Cooperative 


Dealer 

PaineWebber 

Incorporated 


Facility  provided  by 

National  Australia  ^  Bank 

fational  Australia  Bank  Limited  January  iq 


wYork: 

F  (Bill)  Heath,  Senior  Vice 
^sident.  Telephone:  (212)  916-9500. 
ex:  424725  NATAUS. 

s  Angeles: 

(Denis)  Hardiman,  Senior  Vice 
Bsident.  Telephone:  (213)  626-3434. 
ex:  688459  NATAUS. 

icago: 

V  (Ed)  Russell.  Senior  Vice 


This  advertisement  appears  as  a  matter  of  record  only 
New  Issue. 

$100,000,000 
Quakertown  Hospital  Authority 

(Commonwealth  of  Pennsylvania) 

Variable  Rate  Demand  Revenue  Bonds 
(THE  HPS  GROUP  Pooled  Financing  Program) 
Series  of  1985 

I  All  Bonds  priced  at  100»/o) 

Dated:  As  described  in  the  Official  Statement.  Due:  July  1 .  2005. 

Payment  of  the  principal  of  the  Bonds  will  be  secured  by  a 
Transferable  Irrevocable  Standby  Letter  of 
Credit  Issued  by 

National  Australia^.  Bank 

National  Australia  Bank  Limited. 

The  Bonds  are  subject  to  purchase  under  the  terms  and 
conditions  of  a  Bank  Bond  Purchase  Agreement  entered 
into  by  and  among  the  Authority,  the  Trustee  and 

The  First  National  Bank  of  Chicago 

The  undersigned  has  underwritten  and  sold  these  securities. 

Drexel  Burnham  Lambert 

INCORPORATED 

lulyll  1985 


This  announcement  appears  as  a  matter  of  record  only. 

PaineWebber 
Mortgage  Finance  Holding  Co. 
$40,000,000 

Eurodollar  Term  Credit  Facility 


PaineWebber  Internal  ional 
National  Australia  Bank  Limited 
Credit  Lyonnais 


Kleinwort,  Benson  limited 
Scandinavian  Bank  Limited 


Union  Bank  of  Finland  Ltd 

London  Branch 
Kansallis-Osake-Pankki 

London  Branch 


Agent  Bank 


Motional  Australia  •£*  Bank 

National  Australia  Bank  Limited 


August  1985 


President.  Telephone:  (312)  782-5960. 
Telex:  4330381  NATAUS. 


Dallas: 

A.  (Alan)  Frankenburg,  Senior  Vice 
President.  Telephone:  (214)  754-7077. 
Telex:  3787817  NATAUS 


This  announcement  appears  as  a  matter  of  record  only 


HOME  FEDERAL 
Savings  and  Loan  Association 

San  Diego,  California 
(Federally  charted  as  a  savings  and  loan  association 
under  the  laws  of  the  United  States  of  America) 

U.S.  $177,000,000 

Syndicated  Letter-of-Credit  Facility  to 
support  the  financing  of  assets  owned 
by  a  wholly-owned  subsidiary  of  Home 
Federal  Savings  and  Loan  Association 

Arranged  by 

Goldman  Sachs  Limited 


National  Australia  Bank  Limited 
CreditanstaJt-Bankverein 
Lloyds  Bank  International  Limited 
Banque  Indosuez 
Credit  Agricole 

Dresdner  Bank  Aktiengesellschaft 
Kleinwort,  Benson  Limited 
Credit  du  Nord 


Provided  by 


Bank  of  America  NT  &  SA 
First  Interstate  Bank  of  California 
State  Bank  of  New  South  Wales 
Banque  Nationale  de  Paris 
Credit  Suisse 
The  Fuji  Bank,  Limited 
Bank  of  Ireland 
London  Interstate  Bank  Limited 


Agent  Bank 


Motional  Australia  f^LBani 

National  Australia  Bank  Limned 


This  announcement  appears  as  a  matter  of  record  only. 


Kinder  Cane 


Kinder-Care  Learning  Centers,  Inc. 


$70,000,000 

Commercial  Paper  Program 


Direct  Pay  Letter  of  Credit  Facility  Provided  by 
National  Australia  ^  Bank 

National  Australia  Bank  Limited 
Participating  Banks 

Lloyds  Bank  International  Ltd 
AmSouth  Bank  N. A. 
First  Interstate  Bank  of  California 
The  First  National  Bank  of  Atlanta 

Dealer 

Merrill  Lynch  Capital  Markets   February  1985 


Telephone:  (415)984-2700. 
Telex:  1561098  NATAUS. 


San  Francisco: 

J.  C.  Qohn)Asprey 
Senior  Vice  President. 


National 
wi  Australia 

W^^^m         National  Australia  Bank  Limited. 


L.  Ron  Hubbard,  one  of  the  most  bizarre  entrepreneurs  on  recoro 
proved  cult  religion  can  be  big  business.  Now  hes  declared  deaa 
and  the  question  is,  did  he  take  $200  million  with  him? 


The  prophet  and  profits 
of  Scientology 


L  Ron  Hubbard  gone  underground  in  Neic  York  City,  1973 


By  Richard  Be  bar 

Only  a  few  can  boast  the  fi- 
nancial success  of  L.  Ron  Hub- 
bard, the  science  fiction  story- 
teller and  entrepreneur  who  reported- 
ly died  and  was  cremated  last  January 
at  the  age  of  74. 

For  roughly  three  decades  Hubbard 
ran  the  notorious  Church  of  Scientol- 
ogy®, a  "religion"  he  formed  to 
"clear"  mankind  of  misery.  It  came 
complete  with  finance  dictators, 
"gang-bang  sec[urity]  checks,"  lie  de- 
tectors, "committees  of  evidence" 
and  detention  camps.  In  1977  the  FBI 
sent  134  agents,  armed  with  warrants 
and  sledgehammers,  storming  into 
Scientology  centers  in  Los  Angeles 
and  Washington.  Eleven  top  church 
officials,  including  Hubbard's  third 
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wife,  went  to  jail  for  infiltrating,  bur- 
glarizing and  wiretapping  over  100 
government  agencies,  including  the 
IRS,  FBI  and  CIA.  Hubbard  could  hold 
his  own  with  any  of  his  science  fic- 
tion novels. 

Amid  all  the  melodrama,  at  least 
$200  million  in  cash  produced  by  his 
strange  creation  was  gathered  in  Hub- 
bard's name,  and  there  is  believed  to 
be  much  more  in  organization  assets: 
The  Church  of  Scientology®  has 
proved  to  be  one  of  the  most  lucrative 
businesses  around.  If  Forbes  had 
known  as  much  as  it  knows  now, 
after  interviewing  dozens  of  eyewit- 
nesses and  examining  sworn  testimo- 
ny and  court  records  in  both  criminal 
and  civil  cases,  Hubbard  would  have 
been  included  high  on  The  Forbes 
Four  Hundred. 


There  is  something  that  Forbb 
still  doesn't  know,  however.  It  i 
something  no  one  may  know  outsid 
a  small,  secretive  band  of  Hubbardl 
followers:  What  is  happening  to  a 
that  money? 

Hubbard  himself  has  not  been  seei 
publicly  since  1980,  when  he  wen 
underground,  disappearing  even  fron 
the  view  of  high  "church"  officials. 

That's  in  character:  He  was  said  h 
spokesmen  to  have  retired  froij 
Scientology's  management  in  1966.  II 
fact,  for  20  years  after,  he  maintain© 
a  grip  so  tight  that  sources  say  sine 
his  1980  disappearance  three  appoint 
ed  "messengers"  have  been  able  ti 
gather  tens  of  millions  of  dollars  a 
will,  harass  and  intimidate  Scientol 
ogy  members,  and  rule  with  an  iroi 
fist  an  international  network  that  i 
still  estimated  to  have  tens  of  thou 
sands  of  adherents — all  merely  on  nil 
unseen  authority. 

How  could  Hubbard  do  all  this?  A! 
early  as  the  1950s,  officials  at  th< 
American  Medical  Association  wer( 
warning  that  Scientology,  the^l 
known  as  Dianetics,  was  a  cult.  Mort 
recently,  in  1984,  courts  of  law  hen 
and  abroad  labeled  the  organization 
such  things  as  "schizophrenic  an« 
paranoid"  and  "corrupt,  sinister  an« 
dangerous,"  while  Hubbard  himsel 
was  described  as  "a  pathological  liar' 
and  "a  charlatan  and  worse." 

But  the  central  fact  is  the  money 
hundreds  of  millions  of  dollars  las 
seen  in  the  form  of  cold  cash  or  highl) 
negotiable  securities.  "It's  a  perfec 
story  about  greed  and  lust  for  power,' 
says  William  Franks,  who  was  driver 
out  of  the  organization  in  1981,  wher 
he  was  the  church's  chairman  of  the 
board  and  its  executive  director  interi 
national,  the  post  Hubbard  officially 
relinquished  20  years  ago.  "If  you  un< 
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zientology  world  headquarters  building  in  Los  Angeles 

Hubbard  told  me  at  one  time  the  biggest  mistake  we  made  was  going  religious." 


Rill  Nation/Picture  Group 


ierstand  it  on  that  basis,  and  stay 
way  from  the  'religious'  aspects,  it 
lakes  perfect  sense." 

A  few  facts  about  Hubbard's  early 
fe  are  known.  Lafayette  Ronald  Hub- 
ard  was  born  in  Tilden,  Neb.  on  Mar. 
3,  1911.  After  serving  in  World  War 
(,  he  wrote  a  1947  letter  to  the  Veter- 
ns  Administration  in  which  he  com- 
lained  of  his  "seriously  affected" 
nind  and  "suicidal  inclinations"  and 
ileaded  for  help.  Hubbard  was  never- 
heless  a  moderately  successful  sci- 
nce  fiction  writer.  In  1 949,  addressing 

writers'  convention,  he  reportedly 
aid,  "If  a  man  really  wants  to  make$l 
million,  the  best  way  would  be  to  start 
lis  own  religion. "  In  1 950  he  published 


the  book  that  would  ultimately  make 
him  rich  beyond  the  dreams  of  avarice, 
Dianetics:  The  Modern  Science  of  Mental 
Health  In  1951,  during  his  second  di- 
vorce, Hubbard's  wife  claimed  that  he 
was  "hopelessly  insane"  and  that  he 
tortured  her.  Three  years  later,  his 
"church"  was  born. 

It  did  not  act  much  like  a  church. 
Through  the  1950s  and  much  of  the 
1960s,  Hubbard  emphasized  the 
"scientific"  nature  of  a  therapeutic 
technique  he  invented.  He  called  it 
"auditing."  He  said  it  could  cure  ill- 
ness, restore  sight  to  the  blind  and 
improve  intelligence  and  appearance. 
Hubbard  argued,  in  his  bestsclhng 
book,  that  inner  turmoil  sprang  from 


mental  aberrations  he  called  "en- 
grams"  caused  by  past  traumatic 
events,  and  could  be  eliminated  by 
identifying,  recalling  and  reliving  the 
events.  Eliminate  your  engrams, 
eliminate  your  turmoil.  A  similar  pro- 
cess is  routine  to  most  conventional 
methods  of  psychotherapy,  a  fact 
Hubbard  presumably  was  aware  of. 
On  this  unlikely  base  he  built  his 
$400  million  empire. 

Hubbard  constructed  a  device  he 
called  an  E-meter,  actually  a  simpli- 
fied lie  detector,  to  measure  electrical 
changes  in  the  skin  while  subjects  go 
over  intimate  details  of  their  past.  Au- 
ditors (later  also  called  ministers) 
would  conduct  sessions  with  this  de- 
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vice  and  zero  in  on  Hubbard's  en- 
grams.  Psychiatrists  say  a  successful 
session  of  going  over  long-suppressed 
traumas  can  produce  a  sense  of  per- 
sonal relief  and  euphoria.  That 
brought  the  troubled  subject  back  for 
more,  money  in  hand.  Lots  of  money. 
A  large  organization  began  to  form, 
with  "franchises"  around  the  coun- 
try. There  are  a  lot  of  troubled  people 
out  there. 

Side  by  side  with  his  "scientific" 
treatments,  Hubbard  pitched  a  body 
of  religious  beliefs — reincarnation 
and  the  like  (see  box,  p.  322) — and 
claimed  tax-exempt  status  as  a  reli- 
gion. It  was  not  long  before  some  of 
his  auditing  subjects  were  drawn  into 
what  became  a  fast-growing  cult. 
Some  of  them  became  fanatics  who 


"scientific"  claims  were  bogus  and 
that  E-mcter  auditing  would  no  long- 
er be  labeled  as  a  scientific  treatment. 
But  Hubbard  was  resourceful.  The 
way  around  the  ruling  was  to  call  the 
meters  and  auditing  strictly  "reli- 
gious sacraments"  and  therefore  be- 
yond the  FDA's  reach.  Hubbard's 
Scientology  counselors  had  already 
begun  calling  themselves  ministers. 
Now  they  took  to  wearing  black  and 
clerical  collars.  Chapels  were  con- 
structed in  Scientology  centers 
around  the  country.  "Franchises"  be- 
came "missions,"  "fees"  became 
"fixed  donations,"  and  "theories"  be- 
came "sacred  scriptures."  The  money 
got  even  bigger. 

The  system  works  like  this:  Pros- 
pects, normally  spoken  of  as  "raw 
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Hubbard  and  friends  in  1974  (Pat  Broeker,  seated  r.  eventual  defector  Armstrong,  I.) 
Life  became  very  peculiar  aboard  the  good  ship  Apollo. 


would  do  virtually  anything  at  Hub- 
bard's command. 

Unfortunately,  the  tax  ploy  and  the 
big  money  drew  the  attention  of  the 
IRS:  A  ruling  stripped  him  of  his  tax- 
exempt  status  in  1967. 

But  by  then  the  money  was  so  big 
Hubbard  was  able  to  buy  a  342-foot 
oceangoing  ship,  the  Apollo.  On  it,  he 
withdrew  from  his  government  perse- 
cutors and  cruised  safely  in  interna- 
tional waters  with  an  adoring  retinue 
of  followers.  The  IRS  was  later  able  to 
prove  in  court  that  he  was  meanwhile 
skimming  money,  at  least  $3  million 
in  1972  alone,  and  laundering  it 
through  schemes  involving  phony 
billmgs,  a  dummy  corporation  in  Pan- 
ama and  secret  Swiss  bank  accounts. 

In  1971  a  U.S.  federal  court  finally 
upheld  an  FDA  ruling  that  Hubbard's 


meat,"  are  offered  a  free  200-question 
"personality  test"  to  determine 
whether  counseling  (which  means  au- 
diting) is  needed.  ("Auditing  is  always 
needed,"  says  one  former  counselor.) 
Scientology  services  range  from  a 
communications  workshop  for  $50  to 
the  more  popular  one-on-one  auditing 
sessions  that  soon  cost  anywhere 
from,  get  this,  $200  to  more  than 
$1,000  an  hour.  Special  training 
courses  go  for  $12,000  and  up. 

How  can  anyone,  except  the  very 
rich,  afford  to  spend  $200  to  $1,000  an 
hour  on  counseling?  Plus  pay  for  the 
books  and  other  materials  in  which 
Hubbard  did  a  lively  side  business? 
Some  newcomers  are  encouraged  to 
become  "field  staff  members,"  who 
recruit  new  raw  meat  on  the  streets 
for  commissions  to  pay  for  their  own 


services — they  get  10%  to  15%  of  a 
services  rendered  to  the  piece  of  mej 
they  bring  in.  Others  go  into  the  busl 
ncss  side  for  a  piece  of  the  actioij 
Since  it  is  not  uncommon  for  peopl 
to  spend  more  than  $100,000  over] 
decade  for  their  salvation,  "The  regis 
trars  were  making  good  bucks,  buyin 
Porsches  and  Mercedes-Benzes,"  say 
one  defector,  Bent  Corydon,  "and  thi 
best  counselors  were  paid  on  a  perfoi 
mance  scale."  Corydon,  who  once  ra 
the  biggest  single  Scientology  mij 
sion,  left  in  1982  to  start  his  ow; 
auditing  religion. 

For  the  less  enterprising,  anothej 
way  to  afford  the  religion  is  to  sign  | 
contract  for  up  to  a  billion  years  (rein 
carnation,  remember)  and  join  churcl 
staff.  After  signing  a  note  obligatin, 
themselves  to  pay  for  all  sei 
vices  rendered  in  the  even 
they  break  their  employmen 
contracts  and  waiving  a] 
right  to  sue,  these  member 
receive  free  auditing,  roon 
and  board,  a  structured  am 
controlled  environment,  ani) 
a  small  allowance — less  thai 
$25  per  week  in  the  earlj 
1980s — in  return  for  labo] 
that  can  average  as  much  a) 
15  hours  per  day. 

Ultimately  subjects  ar^ 
"cleared" — that  is,  pro) 
nounced  cured  of  engrams| 
But  Hubbard  was  no  dummy) 
He  added  more  and  mow) 
steps,  each  usually  more  ex) 
pensive  than  the  last,  for  his 
cult  followers.  Already,  in  trw 
early  1950s,  Hubbard  found 
that  the  prior  lives  of  individ) 
uals  also  required  auditing  by 
the  hour.  In  the  late  1960s] 
Hubbard  had  another  revelai 
tion:  Humans  are  actually 

  composed  of  clusters  of  spiri 

tual  beings,  stemming  back  millions  ol 
years.  Now  those  spiritual  beings  had 
to  be  audited!  Preposterous?  PerhapsJ 
but  "eventually  you  lose  the  ability  tq 
even  form  a  belief  about  these  things," 
says  a  former  high-level  Hubbard  aide,i 
Gerald  Armstrong.  "Hubbard  saysJ 
'Jump,'  you  say,  'How  high?'  Hubbard 
says,  'I  have  new  technology,'  you  say, 
'How  wonderful.' ' 

The  "meat"  would  have  successive,; 
increasingly  strange  levels  of  "clear- 
ing" revealed  to  them  only  gradually, 
of  course,  and  only  as  they  seemed! 
ready  to  "flow  up  the  bridge,"  in  the! 
peculiar  jargon  that  developed  within 
the  organization.  In  1981  yet  morei 
new  revelations  were  issued,  but  only 
after  income  from  existing  levels  hadl 
dropped  off.  "If  you  don't  have  thej 
money,  you're  a  slave,"  sums  up 
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Everyone  is 
siting  you  to  take  your 
apital  gains  this  year. 

Tiat  could  be  expensive. 


et  the  specifics  from  Merrill  Lynch, 
all  1-800-637-7455,  Ext 3052. 


Ifactic  #  1:  Review  your  portfolio  thoroughly  —  it 
d  be  more  important  now  than  any  time  in  the  last 
years. 

t  the  very  least,  taking  gains  now  could  put  you  in 
her  bracket  this  year.  In  addition,  you  may  be  selling 
c  in  the  companies  that  stand  to  benefit  most  from 
sform.  So  we've  developed  a  program  to  help  you 
out  your  situation. 

;  Merrill  Lynch  Financial  Consultant  can  help  you  an- 
'  your  portfolio  and,  with  your  tax  advisor,  recommend 
to  do  before  the  first  of  the  year, 
n  the  coming  weeks,  we'll  be  holding  seminars  on  tax 
m  in  your  area.  Just  call  your  local  Merrill  Lynch  office 
id  out  where  and  when. 

vnd  we've  prepared  two  guides  outlining  tax  reform 
egies-one  for  individual  investors  and  one  for  small 
ness  owners.  They  describe  the  impact  tax  reform  will 
■  on  IRAs,  municipal  bonds,  credit  and  insurance.  For  a 
/  of  either,  call  the  toll-free  number  above,  Monday 
ugh  Friday,  8:30  am  to  12  midnight  EST.  In  Alaska  or 
aii,  call  the  Merrill  Lynch  office  nearest  you.  Or  send  in 
:oupon. 


Mail  to:  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Inc.  Service  Center 
RO.  Box  2021,  Jersey  City,  NJ  ()7M(tt 

Please  send  me  a  free  copy  of: 

n  Crucial  Questions  About  Tax  Reform  and  Your  Personal  Finances 
d  Financial  Strategies  for  Businesses 

Name  


Address 
City  


State 


.Zip . 


Business  Phone 


_Home  Phone 


Merrill  Lynch  clients,  please  give  name  and  office  address  of  your 
Financial  Consultant:  


3052 


J 


1!IH6  Merrill  Lynch.  Pierce,  Fenner  &  Smith  Ini  Member  SI  PC. 


Merrill  Lynch 


Howard  Rower,  a  successful  New 
York  real  estate  developer  who  ran  a 
j'Vlanhattan  "mission"  until  1983. 
"And  if  you  have  money,  you're 
fawned  all  over  until  you  don't  have 
any  money." 

The  good  ship  Apollo  got  filled  with 
hundreds  of  the  most  thoroughly  pro- 
grammed of  Hubbard's  signees.  On 
board,  life  became  very  peculiar. 
Frank  Watson,  a  chiropractor  then  in 
his  50s,  told  Forbes  he  was  thrown 
overboard  five  times,  sometimes 
blindfolded,  for  minor  infractions. 
The  drop  was  26  feet.  One  Tanja  Bur- 
den testified  she  was  required  to  serve 
at  the  age  of  13  (both  parents  were 
Scientologists)  as  Hubbard's  personal 
slave,  helping  him  dress  and  preparing 
his  toiletries.  There  are  many  more 


such  tales. 

And  the  money  kept  pouring  in.  But 
things  started  to  get  too  hot  for  Hub- 
bard. One  by  one,  foreign  countries 
began  closing  their  ports.  England, 
Greece,  Spain,  Portugal.  France  con- 
victed him  in  absentia  for  fraud. 

In  1975  he  gave  up  the  Apollo  and 
touched  down  in  Clearwater,  Fla., 
which  became  another  headquarters 
to  go  with  the  first  one  in  Los  Ange- 
les. Hubbard  evidently  essayed  a 
counterattack  on  his  main  persecu- 
tors: Former  insiders  say  he  had  al- 
ready gone  underground  for  a  year  in  a 
modest  apartment  in  New  York's  bor- 
ough of  Queens  (see  photo,  p.  314) 
while  he  planned  a  campaign  dubbed 
Operation  Snow  White.  This  opera- 
tion planted  Scientologists  in  low-lev- 


el positions  in  government  agencies. 
It  also  sent  followers  to  burglarize  and 
rifle  files  or  plant  wiretaps.  Adroit 
Freedom  of  Information  Act  filings  by 
Scientologists  caused  the  government 
to  bring  much  of  its  evidence  from  its 
Scientology  investigations  into  one 
office  jn  Washington;  his  people  then 
repeatedly  burglarized  the  govern- 
ment's office,  obtaining  even  those 
documents  the  government  had  no 
intention  of  releasing. 

It  was  the  discovery  of  this  cam- 
paign that  sent  the  startled  G-men  to 
Scientology  headquarters,  search  war- 
rants and  sledges  in  hand. 

Even  though  his  fall  guys  insulated 
Hubbard  from  jail  that  time,  he  knew 
he  was  in  trouble.  "Hubbard  told  me 
at  one  time  the  biggest  mistake  we 


made  was  going  religious  and  that  we 
should  have  kept  it  straight  as  a  busi- 
ness," says  a  former  high  "church" 
official  who  doesn't  want  his  name 
used.  "That  would  have  avoided  all 
the  trouble  with  the  IRS." 

Besides  the  feds,  Hubbard  and  his 
organization  were  getting  sued  by  dis- 
affected former  Scientologists.  In 
1980  Hubbard  went  underground 
again,  supposedly  at  a  ranch  in  the 
small  California  town  of  Creston,  a 
3 '/2-hour  drive  north  of  Los  Angeles. 
Not  even  Chairman  and  Executive 
Director  William  Franks,  then  admin- 
istrator of  the  entire  Church  of  Scien- 
tology®, could  speak  to  him  or  see 
him.  All  communications  were  via 
telex  or  written  or  oral  messages  car- 
ried back  and  forth  by  three  trusted 


messengers — David  Miscavige  a 
Patrick  and  Anne  Broeker,  a  husbat 
and-wife  team.  All  three  were  you 
adults  who  had  been  indoctrinated ! 
four  or  more  years.  According  to  i 
fectors,  Miscavige,  whose  father  wa 
Scientologist,  grew  up  in  suburb 
Philadelphia  and  then  England.  M 
cavige  is  said  to  have  joined  chur 
staff  at  age  16,  and  reportedly  has  oi) 
a  ninth-grade  education.  They  say! 
is  mean,  a  bully  who  acquired  povi 
through  an  ability  to  intimidate  al 
an  image  he  created  that  he  represei 
ed  Hubbard's  wishes.  In  the  ea 
1980s  he  was  claiming  to  see  Hubba 
once  a  week.  He  joined  with  t 
Broekers,  with  whom  Hubbard  \*j 
presumably  living  at  the  time,  andl 
now  said  to  share  power  with  the 
Anne  reportedly  has  a  sixth-gra 
education  and  joined  the  organizati 
when  she  was  1 1  (Bill  Franks  says 
once  taught  the  three  Rs  to  Anne  a; 
others).  She  is  said  to  be  as  ruthless 
Miscavige.  Pat,  however,  is  said 
have  finished  high  school.  He  b 
been  married  at  least  three  times  x 
is  said  to  have  married  his  way  up  t! 
hierarchy,  with  one  Hubbard  fema 
aide  after  another. 

Their  credibility  in  the  organi2 
tion,  however,  was  not  total.  "I  tru 
believe  that  Hubbard  really  died 
1980  and  that  this  involves  a  scam  ■ 
top  of  a  scam,"  the  now-disaffect 
Chairman  Franks  told  Forbes. 

Now  things  really  started  hoppin 
The  messengers  and  their  agents) 
more  formally,  the  Commodore 
Messenger  Organization,  or  CMO 
soon  took  two  major  steps.  One  w 
an  extensive  two-year  purge  of  tl 
organization  that  drove  away  hu| 
dreds  of  longtime  adherents.  It  w 
not  hard.  "Wild  paranoia  permeat 
the  whole  organization,"  says  Do 
Larson,  who  served  as  the  church 
$25-per-week  "finance  ethics  officer 
for  which  read  "enforcer."  Larsc 
claims  he  alone  brought  nearly  3d 
recalcitrant  Scientologists  to  "Reb 
bilitation  Project  Forces"  at  Scie: 
tology  centers  around  the  world  ovei 
period  of  14  months,  until  his  ow 
detention  and  departure  in  late  198 
"I  was  the  hatchet  man,"  says  Larso 
"I  was  responsible  for  all  sorts  of  G 
stapo-type  stuff." 

In  these  sadistic  detention  pn 
grams,  staff  members  would  be  I 
erced  into  performing  hard  labor,  ea 
ing  leftovers  out  of  buckets  and  slee; 
ing  on  floors.  Some  were  reported 
kept  against  their  will. 

The  other  move  was  to  step  up  tt 
flow  of  money  dramatically.  Amor 
Larson's  duties  were  levying  fines  c 
wealthy  auditing  subjects,  whose  int 


"May  be  . . .  lied  to  or  destroyed." 


It  can  be  unpleasant  crossing 
Hubbard's  organization.  Dr. 
John  G.  Clark,  assistant  clinical 
professor  of  psychiatry  at  Harvard 
Medical  School,  testified  as  an  ex- 
pert against  the  Church  of  Scien- 
tology®. He  reports  that,  in  appar- 
ent retaliation,  false  complaints 
were  circulated  against  his  prac- 
tice, phone  threats  were  made  to 
him,  and  ads  placed  in  the  Boston 
Herald  offering  $25,000  for  evi- 
dence leading  to  his  criminal  con- 
viction. This  went  on,  he  says,  for 
ten  years,  during  which  two 
Church  of  Scientology®  suits 
against  him  were  dismissed.  Clark 
is  suing  for  $35  million.  Other 
cases  of  harassment  of  critics  have 
been  documented.  Such  crude  in- 
timidation tactics  are  a  systematic 
policy  of  the  Church  of  Sciento- 
logy.® Why?  Hubbard,  in  1967, 


Rick  Fricdnuii/Bljck  sur 


Harvard's  Dr.  John  G.  Clark 


wrote  the  following  with  regard  to 
church  enemies:  "[They]  may  be 
deprived  of  property  or  injured  by 
any  means  by  any  Scientologist 
without  any  discipline  of  the 
Scientologist.  May  be  tricked, 
sued  or  lied  to  or  destroyed." — R.B. 
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Amsterdam  •  Athens  •  Belgrade  •  Berlin  •  Brussels  •  Bucharest  •  Budapest  •  Dubrovnik  •  Frankfurt  •  Geneva  •  Hamburg  •  Helsinki  •  Istanbul'  Leningrad 

Pan  Am  Flies  lb 
More  Places  In  Europe 
Than  All  Other  U.S. 
Airlines  Combined. 

When  you're  heading  to  Europe,  Pan  Am's  the 
airline  to  call.  Because  we  offer  you  the  most  to 
Europe.  Including  new  service  to  Oslo,  Helsinki, 
Prague,  and  Stockholm,  as  well  as  new  nonstops 
from  New  York  to  Shannon  and  Milan.  And  Pan  Am 
is  now  the  only  U.S.  airline  to  fly  into  Leningrad  and 
Moscow! 

Only  Pan  Am  offers  you  over  150  flights  a  week 
to  more  cities  in  more  European  countries  than  any 
other  U.S.  airline.  With  a  schedule  like  this,  ana 
experience  like  Pan  Am's,  why  fly  with 
anyone  else? 

Pan  Am.\bu  Can  t  Beat  The  Experience! 


Schedules  subject  to  change  without  notice. 
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mate  auditing  sessions  had  been  tran- 
scribed in  writing,  and  forcibly  dun- 
ning mission  holders  (franchisees)  for 
millions  of  additional  dollars  for  Hub- 
bard agents.  "In  1983,"  says  Larson,  "I 
manipulated  a  half-million-dollar  in- 
heritance out  of  Bob  B         He  was 

naive  as  hell.  D.M.  [David  Miscavige] 
called  me  up  in  the  middle  of  the 
night  [about  Bob  B  ).  ...  He  want- 
ed the  money. 

"What's  all  this  got  to  do  with  reli- 
gion?" Larson  muses.  "I  can't  believe 
the  things  I  did." 

"The  question  was  always  how  to 
get  more  money  into  Hub- 
bard's pocket  and  how  to  hide 
that  from  the  IRS,"  says 
Franks,  who  was  responsible 
for  investing  about  $150  mil- 
lion of  church  reserves  in 
1980,  most  of  it  held  in  foreign 
currencies.  "There  was  literal- 
ly cash  all  over  the  place. 
There  would  be  people  leaving 
from  Florida  for  Europe  with 
bags  of  cash  on  a  weekly  basis. 
There  were  hundreds  of  bank 
accounts."  In  1981  Franks 
started  taking  Hubbard's  name 
off  these  accounts  as  signato- 
ry— 15  years  after  Hubbard 
was  said  to  have  retired  from 
the  church — to  hide  the  con- 
nection to  church  funds  they 
represented. 

Instead,  much  of  the  organi- 
zation's cash  reportedly 
wound  up  in  the  Religious  Re- 
search Foundation  (RRF), 
which  former  church  mem- 
bers say  was  a  Liberian  shell 
corporation  with  bank  ac- 
counts in  Luxembourg  and 
Liechtenstein.  RRF  was  set  up 
by  three  otherwise  unimpor- 
tant board  members  who  had 
submitted  their  resignations 
in  advance.  The  RRF  was  used 
as  a  way  station  for  money 
from  the  church  to  the  unseen 
Hubbard's  own  accounts  in 
Switzerland  and  Liechten- 
stein. Franks  claims  that  RRF  

accounts  alone  totaled  well  over  $100 
million  by  1 98 1 .  "RRF  was  as  good  as 
Hubbard,"  says  he. 

In  1980  Laurel  Sullivan,  for  seven 
years  Hubbard's  principal  public  rela- 
tions official,  was  put  in  charge  of  an 
internal  operation  called  Mission 
Corporate  Category  Sortout  (Hubbard 
liked  military  jargon  and  organiza- 
tion), at  the  behest  of  Miscavige.  Sul- 
livan says  she  planned  ways  to  juggle 
the  church's  corporations  to  shield 
the  unseen  Hubbard  from  legal  liabil- 
ity and  to  ensure  that  the  income 
lines  to  Hubbard  from  the  church 


could  not  be  traced. 

A  separate  corporation  called  Au- 
thor Services,  Inc.  (ASI)  was  formed  to 
manage  Hubbard's  financial  affairs 
and,  apparently,  those  of  the  church 
as  well.  According  to  Howard 
Schomer,  ASI's  treasury  secretary  in 
1982,  he  sent  up  through  Hubbard's 
messengers  weekly  updates  on  Hub- 
bard's net  worth  from  ASI.  Schomer 
says  Hubbard  was  pulling  in  well  over 
$1  million  a  week  through  ASI  when 
he,  Schomer,  left  and  that  Hubbard's 
net  worth,  through  ASI  alone,  had  ris- 
en more  than  $30  million  in  a  nine- 


AudiHng  transcripts  describing  intimate  life  historic 
in  a  Scientology'  storeroom  in  Clearwater,  Fla. 
Something  to  think  about  a  lot,  should  you 
consider  being  audited. 


month  period  in  1982.  Schomer,  who 
never  saw  or  spoke  to  Hubbard  after 
1975,  says  that  when  he  became  visi- 
bly troubled  about  these  matters,  he 
himself  was  subjected  to  a  ten-hour 
"gang-bang  sec  check,"  an  increasing- 
ly common  experience  among  church 
members,  which  in  this  case  included 
being  accused  of  being  a  CIA  spy, 
threatened  with  jail  and  physical 
harm  and  spat  upon  by  Miscavige. 
Schomer  is  now  suing  Hubbard's  es- 
tate, Miscavige,  the  Broekers  and  ASI 
for  $225  million. 

A  particularly  handy  device  to  get 


money  to  Hubbard  was  back-bilhn 
the  church  for  Hubbard's  past  se 
vices.  According  to  Schomer  and  otH 
ers,  Hubbard's  weekly  gross  incorrJ 
was  the  most  important  statistic  kej 
by  ASI,  and  it  was  ordained  that  th 
income  keep  rising.  Explain 
Schomer:  "(Say]  last  week's  incorn 
for  Hubbard  was  $750,000  and  th) 
week  is  down.  In  order  to  keep  th| 
graph  on  its  vertical  trend 
$800,000,  they  would  come  up  wit 
the  figure  to  be  used  and  then  f inj 
something  that  would  justify  tha 
kind  of  money  to  Hubbard,  like  spe 
"'  cial  courses  or  E-meters  thai 
he  had  once  designed.  Eacl 
item  had  potential  values  puj 
on  them. 

The  most  remarkable  trans 
action  of  all  took  place 
1982,  when  sources  say  Hubj 
bard  or  his  agents  sold  some  a 
his  copyrights  for  a  reportei 
$85  million  (including  $3! 
million  said  to  be  earmarkec 
for  his  projected  mausoleum 
and  donated  his  trademarks 
which  were  also  valued  at 
million,  to  still  another  corpo 
ration,  Religious  Technology 
Center.  (This  dual  transaction 
created  an  offsetting  deduc: 
tion,  thanks  to  the  donation! 
which  made  the  sale  effective 
ly  tax-free.)  The  head  of  Relii 
gious  Technology  Center  also 
happens  to  be  the  very  same 
man  who  notarized  the  docm 
ment  that  authorized  a  key 
part  of  the  transaction — Davio 
Miscavige. 

Altogether,  Forbes  can  total 
up  at  least  $200  million  gath- 
ered in  Hubbard's  name 
through  1982.  There  may  well 
have  been  much  more.  All  this 
time  Hubbard  remained  un-i 
seen  by  anyone  in  the  churchj 
from  Franks  on  down.  Only  the 
three  messengers  were  seen. 

Yet  the  money  machine  was 
still  grinding  on  nationwide 
and  in  some  foreign  countries. 


It  soon  developed  that  Hubbard  had 
other  books  to  sell — a  seemingly  end- 
less succession  of  science  fiction  nov- 
els started  appearing  in  1982,  re- 
viewed by  critics  in  less  than  admir- 
ing terms.  Church  officials  publish 
these  under  the  name  Bridge  Publica- 
tions, paying  Hubbard  a  royalty  on| 
each  sale.  Harvey  Haber,  who  served 
as  Hubbard's  personal  literary  repre- 
sentative, says  the  order  went  out  in 
1982  to  local  Scientology  missions 
and  individual  members  to  buy  upl 
specified  numbers  of  copies.  It  addedi 
up,  he  reports,  to  tens  of  thousands  of I 
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Hubbard's  cosmology 


The  upper  levels  of  sacred 
scientological  doctrine  are 
said  to  be  so  powerful  that  one 
could  die  of  pneumonia  if  he 
tried  to  absorb  them  without 
proper  training.  Although  the 
Church  of  Scientology®  has  tak- 
en legal  action  against  outsiders 
who  possess  the  information, 
Forbes  has  obtained  access  to 
some  of  Hubbard's  secrets  of  the 
universe.  Summarized  (we  as- 
sume no  responsibility  for  any 
who  read  further),  his  cosmology 
goes  like  this: 

Seventy-five  million  years  ago 
there  was  a  "galactic  confedera- 
tion" of  more  than  70  planets. 
Then,  as  now,  there  were  "in- 
come taxes  and  suppressive  gov- 
ernments." But  the  chief  problem 
was  overpopulation.  There  were 
200  billion  to  500  billion  people 
per  planet.  The  boss  was  a  mean 
titan,  Xenu.  He  sent  people  to 
Earth  (called  Teegeeach)  to  blow 
them  up,  thus  resolving  the  over- 
population. 


Rounded  up  among  the  victims 
were  "artists,"  "revolutionaries," 
"criminals"  and  "those  consid- 
ered too  smart."  After  capture, 
these  beings  "had  their  lungs 
shot  with  alcohol  or  glycol"  and 
were  transported  by  spaceships  to 
earth.  Xenu  then  dropped  nuclear 
bombs  into  volcanos.  After  the 
explosions,  the  individual  spirits 
(or  thetans),  deprived  of  physical 
body,  were  packaged  (or  clus- 
tered) by  Xenu  through  electronic 
and  mechanical  means  in  places 
like  Hawaii  and  the  Canary 
Islands. 

In  a  nutshell,  each  human  today 
is  made  up  of  a  cluster  of  these 
thetans,  with  one  dominant,  and 
this  is  the  cause  of  human  unhap- 
piness  and  internal  conflict.  Only 
through  costly  Scientology  audit- 
ing can  the  less  dominant  thetans 
be  removed.  (What  happens  to 
them  after  that  is  not  clear.)  And 
Xenu?  To  this  day,  Xenu  is  situated 
on  a  mountaintop  somewhere 
stuck  in  an  "electronic  trap." — R.B. 


copies,  many  of  them  bought  only  to 
be  warehoused  by  the  church.  Some- 
times single  orders  for  20  or  30  copies 
would  be  placed.  But  usually  neatly 
dressed  young  adults  would  appear  in 
bookstores  and  buy  2  or  3  copies 
apiece  of  Hubbard's  books,  usually  for 
cash.  The  first  such  novel,  Battlefield 
Earth,  soon  began  appearing  on  best- 
seller lists.  Battalions  of  neatly 
dressed  customers  have  been  buying 
ever  since.  By  now,  most  Hubbard 
books  have  appeared  on  several  best- 
seller lists.  Much  of  the  buying  seems 
concentrated  on  the  B.  Dalton's  and 
Waldenbooks  chains,  which  seem  to 
be  doing  a  land-office  business,  even 
while  other  bookstores  nearby  report 
little  interest  in  Hubbard's  novels. 
Millions  in  royalties  were  taken  after 
1981  in  this  fashion.  All  of  this  money 
went  to  Author  Services,  controlled 
by  the  messengers. 

But  Hubbard's  old  nemeses  had  not 
forgotten  him.  In  late  September 
1985,  the  Internal  Revenue  Service 
sent  a  letter  to  the  Church  of  Sciento- 
logy®, warning  that  it  might  indict 
Hubbard  for  tax  fraud.  But  Hubbard 
may  have  had  the  last  laugh. 

Jan.  23,  1986  was  the  date  on  Hub- 
bard's new  will.  It  dealt  with  copy- 
rights he  still  owned.  They  and  any 
royalties  would  belong  to  a  special  L. 
Ron  Hubbard  trust.  Hubbard's  third 
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wife  was  provided  for.  (Hubbard's  son 
from  an  earlier  marriage  was  long  ago 
disaffected  and  disinherited.)  And  it 
set  instructions  for  dealing  with  his 
remains.  The  body  was  to  be  cremated 
immediately  following  death,  his 
ashes  scattered.  No  autopsy  was  to  be 
allowed. 

Hubbard  died  the  next  day,  on  Jan. 
24,  according  to  followers  who  were 
at  his  deathbed.  They  called  the  coro- 
ner early  on  the  25th.  The  doctor  who 
signed  the  death  certificate,  citing  as 
cause  of  death  a  "cerebral  vascular 
accident,"  gave  as  his  address  a  medi- 
cal center  in  Los  Angeles  that  was 
founded  by  Scientologists.  But  there 
are  those  who  believe  Hubbard  died  in 
1980,  and  still  others  who  believe  he 
died  sometime  in  between.  We  may 
never  know. 

Shortly  thereafter,  the  Associated 
Press  reported  that  the  Church  of 
Scientology®  had  announced  that 
99%  of  Hubbard's  estate  had  been 
left  "to  the  Church."  Sources  say  a 
policy  letter  was  posted  in  Scientol- 
ogy offices  across  the  country  an- 
nouncing who  was  now  officially  in 
charge:  Pat  and  Anne  Broeker  and 
David  Miscavige. 

Since  then,  the  Church  of  Scien- 
tology® has  been  on  a  big  marketing 
blitz,  with  heavy  promotions  on  tele- 
vision and  thick  color  inserts  in 


newspapers  on  the  life  of  Hubbai] 
"the  greatest  humanitarian  in  hj 
tory."  This  promotes  the  books,  tl 
royalties  on  which  go  into  the  Hu 
bard  trust. 

The  "church"  itself,  meanwhil 
faces  its  strongest  challenge  for  sii 
vival.  Annual  income,  reported] 
about  SI 50  million  in  the  early  1980 
is  now  thought  to  be  half  that  in  tl 
wake  of  the  purges.  Membership 
down.  The  church  claims  more  than) 
million  active  members,  a  figure 
has  used  for  15  years.  But  some  defej 
tors  put  the  real  figure  at  less  ths 
50,000.  Moreover,  an  IRS  criminal  ii 
vestigation  is  gathering  momentui 
in  Los  Angeles,  and  new  litigation  hj 
flooded  the  courts.  Awards  for  dan 
ages  and  personal  suffering  are  beirj 
made,  some  in  the  tens  of  millions  < 
dollars,  to  former  members  as  well  3 
external  critics  (see  box,  p  MH).  Oi 
attorney  alone,  Boston-based  Micha* 
Flynn,  has  represented  25  ex-Scientoi 
ogists  and  is  giving  advice  on  a  clasi 
action  suit. 

Hundreds  of  defectors  worldwid 
have  formed  their  own  religions  < 
for-profit  auditing  businesses,  genei 
ally  charging  rates  under  $100  a 
hour.  Among  the  new  competitors  J 
the  man  who  once  served  as  Hul 
bard's  personal  auditor,  the  much-fl 
vered  David  Mayo,  who  coauthorej 
some  of  Hubbard's  sacred  texts  andi 
now  writing  his  own  scriptures. 

So,  as  the  original  enterprig 
shrinks,  a  new,  ungovernable  cottag 
industry  grows  up  around  it.  It  wa 
created  by  the  messengers'  purgei 
and  it  further  undermines  the  organ] 
zation  that  the  messengers  inherit, 
psychotherapy  by  lie  detector  really  i 
a  useful  technique,  there  is  plenty  q 
competition  around  now,  in  effeO 
called  into  being  by  the  messenger^ 
own  deeds. 

Hubbard — or  his  messengers — d 
both  together,  no  one  may  ever  quit 
know  which,  brought  their  trouble 
on  themselves.  It  would  all  make  La 
fayette  Ronald  Hubbard  turn  over  ij 
his  grave,  if  he  had  one.  ■ 

Bill  Nation'PicnirefiJ 
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THERE  ARE  TIMES  WHEN  THE  QUALITY 
OF  THE  PRODUCT  TRANSCENDS  THE  COST. 


BUTLER  AVIATION'S 


THE  MAGAZINE  FOR  CORPORATE  EXECUTIVES 


MJTLEH  AVIATION'S 

ECHELON 

lilt  MAG  A /.IN  l:  lOR  COKl'OKATE  EXECUTIVES 


Reach  a  highly  targeted  audience  whose  minimal  investment  is 
ONE  MILLION  DOLLARS  to  obtain  a  copy  of  ECHELON. 

Deliver  your  sales  message  to  94%  of  the  "Top  Brass" 
in  the  Fortune  500  companies,  plus  a  group  of 
affluent  owners  of  private  aircraft. 

Now  in  its  fifth  year  of  publication  under  a  new  name.  Call  or 
write  today  for  complete  media  information. 

The  ECHELON Man  at 


HALSEY  PUBLISHING  CO. 

12955 Biscayne Blvd., No.  Miami, Florida 33181  •  (305)  893-1 520 •TOLL FREE:  1-800-523-6809 
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The  Up  &  Comers 


To  make  $100  million  in  commodities, 
devote  your  life  to  it,  play  the  odds  and 
never  give  a  sucker  an  even  break. 

Would  you  play 
poker  with  this 
man?  Do  you  think 
you'd  win? 


By  Peter  Newcomb 


I 'was  introduced  to  Paul  Volck<| 
once  at  a  White  House  dinner  pa 
ity,"  Richard  Dennis  recollect] 
"He  said,  'Hello,  I  don't  like  thosl 
casinos  you  have  out  there  in  ChicJ 
go.'  That's  a  conversation  stopper.''  I 
In  16  years  as  a  commodities  specijl 
lator,  Richard  Dennis  has  been  calleil 
a  lot  of  things.  Gambler  is  one  . 
which  he  takes  offense.  Gamblers,  hi 
maintains,  eventually  end  up  goifll 
broke.  Through  his  demonstratej 
gifts  as  a  futures  speculator,  Dennjl 
has  amassed  a  personal  fortune  est|[ 
mated  at  $135  million,  almost  withiij 
hailing  distance  of  The  Forbes  Foil 
Hundred. 

"The  people  who  are  winning 
following  successful  strategies  ar 
providing  an  economic  punch," 
contends.  "There  are  no  successf 
strategies  in  casinos,  and  there  is  nil 
economic  punch.  The  winners  preffll 
to  think  of  it  as  a  fine  institution 
where    economic    necessity  meetj 


Commodities  speculator  Richard  J  Dennis 

His  liberal  views  don't  apply  on  the  trading  floor. 
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now  Do  Yoa  Wmt 
fours  Sliced? 


Protect  ^four 
Earnings  With 
ax-Free 
Investments. 


i:e  it.  The  more  you  make,  the  more  they  take. 
Ith  The  First  Trust  of  Insured  Municipal  Bonds, 
m  the  investment  banking  firm  of  Clayton 
|»wn  &  Associates,  you'll  keep  a  bigger  slice 
jyour  earnings. 

b  First  Trust  of  Insured  Municipal  Bonds 
\\  unit  investment  trust  that  offers: 

Federally  Tax-Free  High  Current  Yields 
Reduced  Risk  through  Insurance* 
I  AAA  Rating* 
Investment  Flexibility 
Maturity  Options  (10  or  25-30  years) 
$1,000  Minimum  Investment 


HAT'S  THE  FIRST  TRUST  DIFFERENCE? 
IOW  HOW. 

JOW  HOW  that  means  a  staff  of  professionals 
io  are  committed  to  getting  customers  quality 
rformance  from  a  financial  investment. 

id  out  how  you  can  put  our  KNOW  HOW  to 
>rk  for  you.  Ask  about  The  First  Trust 
itional  or  Intermediate  funds. 

Mail  the  coupon  or  call: 
1-800-UIT-LINE 
(In  IL  1-800-572-4765) 


PERFORMANCE 
BACKED  BY 

KNOW 
HOW 


First  Trust 

OF  INSURED  MUNICIPAL  BONDS 


Please  send  me  more 
complete  information 
about  The  First  Trust  of 
Insured  Municipal 
Bonds,  including  a  free 
prospectus  listing  all 
charges  and  expenses. 
(Read  the  prospectus 
carefully  before  you  in- 
vest or  forward  funds.) 


Name 


Address 


City 


State 


Zip 


Home  Phone 


Business  Phone 


simmmnj-m, 


CLAYTON  BROWN 
&  ASSOCIATES,  INC. 

Performance  Backed  By  Know  How 


Member  SIPC 

300  W.  Washington  St.,  Chicago,  IL  60606 


Chicago       Dallas       Los  Angeles       Milwaukee       New  York  Sarasota 


•Income  may  be  subject  to  state  and  local  taxes.  The  AAA  rating  results  from  insurance  relating  only  to  the  bonds  in 
the  portfolio  and  not  to  units  of  the  Trust.  The  insurance  does  not  remove  market  risk  since  it  does  not  guarantee  the 
market  value  of  the  Trust  units,  which  will  fluctuate  with  changes  in  market  conditions.  The  terms  of  the  insurance 
are  more  fully  described  in  the  prospectus.  No  representation  is  made  as  to  the  insurer's  ability  to  meet  its  commit- 
ments. This  advertisement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities.  The 
offering  is  made  only  by  the  prospectus  and  only  in  those  states  where  units  may  be  legally  offered. 


speculative  ability.  The  losers  call  it  a 
big  casino." 

Dennis,  37,  attributes  his  success  to 
carefully  thought  out  strategies,  of- 
tentimes contrarian,  and  what  he 
calls  his  "twitch  and  trade"  tactics: 
spotting  a  trend,  going  with  the  trend 
and  "being  persistent,  consistent  and 
intense."  Only  relatively  secretive 
fellow  speculator  Tom  Dittmer  has 
done  better  (p.  22H).  (Dennis  some- 
times does  business  with  Dittmer's 
Refco  Group.  "We  have  accounts 
with  him  for  our  own  personal  trading 
in  exchanges  where  our  firm's  posi- 
tion limits  [set  by  the  exchange]  don't 
accommodate  how  big  we  want  to 
trade,"  says  Dennis.) 

Dennis  trades  big.  His  personal 
portfolio  now  stands  at  over  $100  mil- 
lion. His  management  firm,  Richard  J. 
Dennis  &.  Co.,  also  manages  futures 
funds  and  accounts  for  individual  in- 
vestors with  a  minimum  investment 
of  $500,000.  That  adds  about  $15  mil- 
lion. Thus  armed  with  considerable 
capital,  Dennis  constantly  bombards 
the  futures  markets  with  large  orders, 
looking  for  strengths  or  weaknesses. 
Often  there  is  little  or  no  reaction.  But 
sometimes  his  prods,  exceeding  1  mil- 
lion contracts  a  year  altogether,  push 
the  market  in  the  direction  he's  hop- 
ing, and  he  exploits  the  revealed 
weakness. 

This  style  of  speculating  has  led 
some  to  question  Dennis'  activities. 
Three  years  ago  Dennis,  who  had  a 
very  large,  long  position  on  beans,  saw 
the  price  rise  from  $6  to  $9,  spurred  by 
a  summer  drought  and  pessimistic 
government  reports.  "Everyone  was 
convinced  the  market  would  deliver 
an  even  higher  price,"  Dennis  recalls. 
"When  everyone  begins  thinking  one 
way,  I  begin  to  get  nervous."  Dennis 
unloaded  at  a  sizable  profit  in  the  fall 
of  1983.  By  January  1984,  bean  prices 
were  under  $7.  Then-Senator  Roger 
Jepsen  (R-Iowa)  held  hearings  to  in- 
vestigate whether  Dennis,  among 
other  speculators,  had  artificially 
moved  market  prices,-  the  hearings 
were  dropped,  and  Jepsen  lost  his  re- 
election attempt. 

More  recently,  C&D  Commodities, 
Dennis'  brokerage  clearing  company, 
has  caught  the  attention  of  the  sugar 
market.  Typically,  Dennis  likes  to 
trade  the  limit — in  sugar's  case,  6,000 
contracts.  Since  a  slow  day's  volume 
for  sugar  might  be  10,000  contracts, 
Dennis'  limit  position  could  be  60% 
of  one  day's  trading,  a  percentage  that 
can  move  markets,  especially  since 
other  speculators  tend  to  follow  Den- 
nis' lead. 

That's  a  lot  of  respect  for  a  specula- 
tor, and,  for  Richard  Dennis,  earned 


the  hard  way.  The  son  of  a  school 
clerk,  Dennis  grew  up  in  a  rough  part 
of  Chicago's  South  Side.  On  summer 
•vacations  while  in  high  school  and 
college  he  was  a  runner  at  the  Chicago 
Mercantile  Exchange  at  $1.60  an 
hour — which  was  then  the  minimum 
wage.  He  was  also  an  avid  poker  play- 
er. After  a  brief  flirtation  with  philos- 
ophy in  graduate  school,  he  ap- 
proached his  parents  to  borrow 
$1,600,  then  the  price  of  a  seat  on  the 
Open  Board  of  Trade  (now  the  Mid- 
America  Commodity  Exchange). 

"I  liked  the  challenge  of  it,  because 
it  let  me  compete  with  a  very  intrigu- 

Gambler  is  a  name  at  which 
Dennis  takes  offense.  "The 
people  who  are  winning  are 
following  successful 
strategies  and  providing 
an  economic  punch.  There 
are  no  successful 
strategies  in  casinos,  and 
there  is  no  economic 
punch,"  he  contends.  "The 
winners  call  it  a  fine 
institution  where  economic 
necessity  meets 
speculative  ability.  The 
losers  call  it  a  big  casino." 

ing  and  difficult  set  of  variables,"  he 
says.  Dennis  thinks  speculating  in 
commodities,  like  poker,  should  have 
a  plan  of  attack.  "Having  a  strategy  is 
foremost.  I  think  people  who  rely 
strictly  on  intuition  tend  to  get  them- 
selves into  trouble." 

For  Dennis,  most  strategies  hinge 
on  market  trends,  which  he  is  in  a 
good  position  to  spot.  He  has  20  trad- 
ers employed  to  operate  in  all  the  fu- 
tures markets  at  all  times,  and  they 
provide  a  feel  for  the  market  that 
numbers  in  the  newspapers  cannot. 
He  pays  for  their  overhead  expenses 
and  gives  them  a  cut  of  the  profits 
they  make  for  him. 

And  Dennis  has  devoted  nearly  half 
his  life  to  figuring  out  the  "crowd." 
He  gives  an  example  of  how  he  does 
the  latter.  He  starts  with:  "Say  you're 
worried  about  inflation  (increasing), 
and  you  find  people  are  being  bearish 
on  crude  oil.  I  would  take  a  long  posi- 
tion on  oil."  Okay,  but  then,  with  his 
theory  in  mind,  he  watches  the 
crowd.  "I  don't  listen  to  the  news  as 
much  as  I  watch  the  market  react  to 
it,"  he  says.  If  it  fails  to  respond  to  the 
flow  of  news  as  it  normally  has,  that's 
a  possible  signal.  "The  market  always 
knows  more  than  you  do." 

Dennis  works  hard  at  sidestepping 
when  the  market  moves  against  him. 
He  has  learned  from  harsh  experience 


how  easily  you  can  get  trampled — I 
may  have  lost  as  much  as  $10  millu 
in  last  month's  bad  break  in  the  stoi 
index  futures  market.  In  a  typical  ye 
all  his  profits  come  from  only  5% 
his  trades.  The  vast  majority  of  1 
trades  are  either  losses  or  marginal 
profitable. 

That  kind  of  win-loss  record  is  wh 
destroys  most  speculators.  But  De 
nis  plays  the  law  of  averages.  "Yc 
should  never  risk  over  5%  of  yoi 
capital  on  one  trade  [market  poi 
tion],"  he  warns.  "And  you  shou 
never  draw  down  [that  is,  have  a  pap 
loss  on  your  starting  capital]  on  a  s 
ries  of  trades,  around  the  same  tim 
more  than  15%." 

Remember,  Dennis  makes  his  pro 
its  with  less  real  risk  than  one  mig 
suppose.  Since  he  got  his  small  init 
stake  together  16  years  ago,  he  says 
has  never  put  more  than  25%  of  h 
capital  into  any  one  market  strate; 
and  never  actually  risked  anythin 
like  that  amount.  "Over  any  period 
time,  about  5%  on  one  trade,"  he  reii 
erates.  So,  like  the  good  poker  play 
he  is,  Dennis  paces  his  bets  to  outla 
a  run  of  bad  luck  or  bad  judgmer 
watches  the  players  and  the  care 
pushes  his  occasional  winning  hai 
hard  and  always  plays  the  odds. 

Just  how  averse  this  nongamblin 
speculator  is  to  risk  shows  up  in  t 
"sweet"  deal  he  is  offering  investor) 
with  his  new  commodities  tradinj 
fund,  which  gives  him  even  mor 
funds  for  prodding  the  markets. 

According  to  the  preliminary  offer 
ing  statement,  Dennis  gets  33%  of  tbj 
profit,  but  only  after  he  has  given  in 
vestors  at  least  a  10%  return.  True 
his  firm  will  put  in  up  to  $10  millioi 
of  its  own  money.  But  he  risks  losinj 
only  on  the  $10  million.  He  shares 
none  of  the  losses  his  investors  suffei 
on  their  money.  And,  remember,  i| 
there  are  profits,  he  gets  one-third  ol 
everyone  else's  whenever  returns 
above  10%.  Thus  the  deal  has  quite  a 
lot  going — for  Dennis. 

In  his  spare  time  he  backs  liberal 
causes,  finances  his  own  liberal  thinU 
tank  (the  Roosevelt  Center  for  Amerii 
can  Policy  Studies),  and  plans  to  start 
a  new  magazine  with  the  fire-eating 
former  editor  of  the  formerly  left-lib- 
eral New  Republic.  And  Dennis  evenj 
talks  of  devoting  more  time  to  politics 
someday.  That  no  doubt  makes  him 
feel  better,  but  down  on  the  floor  at 
LaSalle  Street,  Dennis  exhibits  no 
knee-jerks  and  no  bleeding  heart. 
That  is  not  the  way  Dennis  lives  real 
life — his  real  life.  That  is  sheer  finan- 
cial Darwinism,  and  Dennis  knowsi 
better  than  to  let  himself  even 
forget  it.  ■ 
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What  are  we  up  to  now? 
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7he  past  never  guarantees  the  future,  but  it  may  be  a  fair 
indication.  If  you  had  invested  $100  in  McKesson  eleven  years  ago 
and  reinvested  the  dividends,  it  would  be  worth  $850  today. 
In  the  S&P?  $480. 

With  $6  billion  in  annual  sales,  we're  the  nation's  leading 
distributor  of  drugs,  health  care  products,  and  nondurable  consumer 
goods.  To  learn  about  our  prospects,  call  800  952-5656  for  our  annual 
report  and  a  list  of  local  brokers  who  follow  us.  Or  write:  McKesson 
Corp.,  Investor  Relations,  One  Post  Street,  San  Francisco  94104. 


liMesson 

Check  us  out  with  your  stockbroker. 


The  Up  &  Comers 


Can  a  jiggly  sitcom  about  a  blonde,  a  brunette  and  a 
platonic  roommate  make  you  $100  million?  It  did  for 
Don  Taffner.  But  what  to  do  for.  an  encore? 


Looking  for  more 
lightning 


Don  Taffner  in  one  of  his  mid-Manhattan  town  bouses 

If  three's  not  company  enough,  how  does  S100  million  sound? 


By  Eric  Schmuckler 

Isn't  this  great?"  asks  Don  Tafft 
padding  around  one  of  his  palal 
town  houses  in  midtown  Manhatt 
"We're  keeping  the  restorers  in  bi 
ness."  The  three  adjoining  brovj 
stones,  he  explains,  used  to  belong 
the  great  retailing  families  of  Wa 
maker  and  Woolworth  and  inve 
ment  banking's  Lehman  clan.  Toe 
all  three  are  owned  by  Taffner,  whe 
main  meal  ticket  has  been — you  m 
to  talk  media  boom? — the  TV  siti 
tion  comedy  Three's  Company 

Donald  Lawrence  Taffner,  54,  re 
that  sitcom  most  of  the  way  to  cer 
millionaire  status,  chiefly  by  being 
the  right  place  at  the  right  time.  B 
lightning  rarely  strikes  twice.  W 
this  cherubic  salesman  make  it  to  1 
Forbes  Four  Hundred? 

Like  all  good  show-biz  yarns  tlj 
don't  start  at  the  counter  of  Schraffl 
this  one  begins  in  the  mail  room 
the  William  Morris  Agency,  wh« 
Taffner  started  while  in  college.  So! 
he  was  working  in  the  television 
fice,  a  relatively  new  department 
Morris  in  the  early  1950s.  "We  hao 
program  that  came  to  us  from  Svi 
den.  I  was  designated  to  pick  up  t 
tapes  at  the  airport  and  clear  'e 
through  customs.  So  I  became  the  i 
ternational  guy." 

Little  did  Taffner  know  this  was  1 
big  break.  He  sold  the  early  TV  serj 
My  Little  Margie  and  /  Married  Joan  i 
ternationally,  moved  to  Paramount 
1959  and  went  out  on  his  own 
1963.  At  first  he  bought  Americ, 
shows  for  stations  in  Canada  and 
fledgling  Australian  network,  ai 
then,  as  the  networks  began  calling  i 
those  prospects  themselves,  he  so 
foreign  programs  here.  Among  h 
first  imports:  Skippy,  The  Bush  Kang 
roo,  which  Taffner  pitched  as  "lil 
Lassie  with  a  kangaroo."  There  was 
period  of  time  when  it  was  touch-an 
go.  Basically,  I  lived  off  Skippy." 

By  1970  Taffner  was  represents 
Thames  Television,  a  big  British  pr 
duction  outfit  that  supplied  his  fir 
hit,  World  At  War,  a  perennial  doc 
mentary  series  narrated  by  Laurem 
Olivier.  Soon  he  was  peddling  T> 
Benny  Hill  Show  and  later  graduated 
less  raucous  fare  such  as  Rumpole 
the  Bailey  and  Edward  &  Mrs.  Simpsa 
Pretty  tony  for  a  guy  whose  moth' 
ran  a  candy  store  in  Brooklyn. 

But  selling  someone  else's  pr< 
grams  does  not  get  you  to  SI 00  mi 
lion.  Taffner,  as  Thames'  rep,  peddle 
the  story  line  of  a  British  hit  calk 
Man  About  the  House.  Fred  Silverman 
while  at  ABC,  slotted  five  episodes  « 
Three's  Company,  as  the  American  ve 


F     O     R     B     E  S 
MUTUAL        FUND         HONOR  ROLL 
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Twentieth  Century  is  honored  that 
Select  Investors  has  been  recognized 
by  Forbes  for  the  eighth  consecutive 
year  for  outstanding  performance. 
We're  even  more  honored  that  thou- 
sands of  you  have  chosen  to  share  in 
that  success.  Thank  you  for  your 
continued  confidence. 


Call  toll-free:  1-800-345-2021,  ext.  405  •  PO.  Box  419200,  Kansas  City,  Missouri  64141 


KLM 

flies 


Airlines  like  KLM,  advertise  with  success  in  International  Management  because  they 
reach  their  prime  audience  -  the  international  executives  who  fly  most  frequently. 

Our  reader  profile  shows  that  93.7%  of  our  readers  travel  by  air  on  business. 
Decision  makers  in  Europe  and  the  Middle  East  read  International  Management  as  an 

essential  source  of  reference. 


H&JB  INTERNATIONAL 

IwiciftclQGfYlGnt  As  Influential  as  our  Executive  Readers 


Lausanne  14,  ave d'Ouchy,  CH-1006  Lausanne,  Switzerland  Tel:  021-27411 ,  (Telex:  25381 ) 

Sales  Offices  Frankfurt  let  (4969)  720 181  London  Tel  01-493  1451  Maidenhead  Tel  (0628)  23431  Milan  Tel  (392)  86906 17Paris  Tel:  (331 )  42  890381 
Vienna  Tel  (222)  757684  Chicago  Tel:  (312)  751  3716  New  York  Tel  (212)  512  2946  Tokyo  Tel:  (813)  9811  5  Hong  Kong  Tel:  5-8332181 


k  was  called,  beginning  in  April 
BS;  it  ran  seven  years, 
juilt  on  the  premise  of  a  young  man 
lining  with  two  attractive  women, 
ne's  Company  brought  the  "jiggle" 
we  popularized  by  Charlie's  Angels  to 
llation  comedy.  The  real  beauty 
a  of  the  show,  of  course,  was  the 
a  Taffner  got  more  than  15%  of 
n  equity.  But  here's  the  thing:  He 
It  the  syndication  rights. 
Ht  the  time,  syndication,  or  the  sale 
d  srmer  network  shows  to  stations, 
I  little  more  than  a  sleepy  after- 
I  ket.  But  by  the  time  Taffner  had 
i  ugh  episodes  in  the  can  to  start 
King  three  years  later,  the  market 
Boff-network  reruns  had  exploded. 
m  independent  (that  is,  non- 
■vork  affiliated)  TV  stations  were 
amting  up.  Only  a  handful  of  series 
1  long  enough  on  the  networks  to 
|e  enough  episodes — 65  is  consid- 
jl  the  minimum — for  syndication. 
B2e  the  failure  rate  was  (and  still  is) 
Ling,  by  1979  buyers  began  to  fear  a 
Hrtage  of  material, 
itt  was  Happy  Days  that  broke  the 
ice  barrier,"  Taffner  recalls.  "When 
/!  Mary  Tyler  Moore  Show  was  sold 
i)  syndication  [in  1973],  it  got 
),500  per  episode  in  New  York 
|y  But  Happy  Days  [1976]  got 
J, 000.  Three  years  later  [September 
19]  we  got  $60,000  an  episode  in 


New  York,  and  this  business  has  nev- 
er looked  back." 

Three's  Company  rang  up  $175  mil- 
lion for  the  right  to  show  78  to  130 
episodes  six  or  seven  times  on  average 
over  five  to  seven  years  (the  specifics 
vary  by  locality).  Now  the  second 
round  of  deals  is  under  way,  and 
Taffner  says  renewal  prices  are  run- 
ning 10%  to  15%  higher.  Altogether, 

"Happy  Days  got  $35,000  an 
episode  in  New  York.  Three 
years  later,  we  got  $60,000, 
and  this  business 
has  never  looked  back." 

the  show  probably  will  gross  upwards 
of  $350  million.  As  syndicator,  D.L. 
Taffner  Ltd.  takes  one-third  off  the 
top.  Combined  with  his  15%  or  more 
of  the  producers'  cut,  that  puts  him 
over  $175  million  gross,  well  over  $80 
million  after  taxes  and  expenses. 

In  1979  Taffner  translated  another 
British  sitcom  into  Too  Close  for  Com- 
fort, about  a  man  who  rents  out  an 
upstairs  apartment  to  his  daughters. 
After  it  was  canceled  by  ABC,  Taffner 
took  this  one  into  first-run  syndica- 
tion, which  means  he  produced  addi- 
tional new  episodes  and  sold  them  to 
individual  stations,  forming  an  ad  hoc 
network.  Altogether,  Too  Close  has 


grossed  over  $75  million.  Taffner  will 
probably  net  another  $20  million. 

The  question  is,  can  Taffner  hit 
again?  He  certainly  has  had  a  lot  of 
irons  in  the  fire,  most  of  them  using 
his  British  connection  for  all  that 
it's  worth. 

Two  spinoffs  to  Three's  Company 
flopped  but  can  be  packaged  with  the 
original  for  syndication.  Taffner's  lat- 
est show — Check  It  Out!,  also  British- 
born,  about  a  supermarket  manager 
played  in  the  U.S.  version  by  Don  (Get 
Smart)  Adams — is  in  coproduction 
with  a  Canadian  TV  network  and  the 
USA  Cable  Network.  Taffner's  firm 
has  four  scripts  floating  around  the 
networks  right  now,  and  he  is  still 
peddling  whatever  deals  he  can:  soap 
operas  overseas  for  Procter  &  Gamble 
and  an  animation  studio  in  Dublin. 
He  also  syndicates  a  Thames  cartoon 
called  Danger  Mouse  and  an  upcoming 
show,  Count  Duckula,  which  pretty 
much  brings  Taffner  full  circle  from 
his  Skippy  days.  It  all  adds  up  to  a  good 
continuing  business,  but  a  long  way 
to  go  to  the  $180  million  net  worth  it 
takes  to  make  this  year's  Forbes  Four 
Hundred  listing.  Don't  count  him 
out,  however.  Taffner  says  he  has  no 
plans  to  slow  down:  "I'm  having  too 
much  fun."  And,  besides,  where  is  it 
written  that  lightning  can't  strike 
twice  in  the  same  place?  ■ 


150  Businesses  Moved  to 
Northeastern  Indiana  in  18  Months. 

Just  for  the  Climate. 


Give  a  business  the  right  climate  and  watch  it  thrive. 
Plants  grow,  profits  bloom,  and  the  outlook  is  coming  up 
roses.  What  makes  for  such  an  ideal  climate?  A  climate 
whose  warmth  has  attracted  the  likes  of  GM  for  its  high- 
tech truck  assembly  plant,  Magnavox,  GE,  ITT,  and  many 
smaller  companies? 
An  ideal  location 

For  starters,  you  have  to  be  in  the  right  place,  an 
area  with  a  market  of  82  million  people  who  live  within  a 
radius  of  500  miles  of  Northeastern  Indiana  —  that's  about 
one-third  of  the  U.  S.  population. 
And  the  right  people 

People  who  really  want  to  work,  are  proud  of  their 
work,  and  come  to  work  because  the  work  ethic  in  this  part 
of  the  country  is  legendary  —  absenteeism  is  among  the 
very  lowest  in  the  country  —  less  than  4%  —  and  so  is  job 
turnover.  And,  of  course,  the  one  thing  you  can't  put  a 
number  on  is  our  famous  Hoosier  enthusiasm. 
Plus  financial  incentives 

Our  region's  program  of  tax  relief,  tax  credits  and  tax 
abatements,  our  model  On-The-Job-Training  program  where 
companies  are  allowed  a  reimbursement  of  up  to  50%  on 


employee  wages,  have  been  cited  by  the  business  press  of 
the  nation  as  the  major  reasons  why  "Northeastern  Indiana 
is  a  hot  spot  for  industry"*  and  a  pro-business  environment 
from  the  word  "go. " 
It's  your  move 

To  find  out  why  the  National  Alliance  of  Business 
gave  us  its  1985  Distinguished  Performance  Award  for  in- 
novative economic  development  and  employment  programs, 
just  call  Mr.  Lincoln  Schrock,  Director,  Indiana  Northeast 
Development  at  (219)  426-7649. 

Or  send  in  this  coupon  today. 

^Yes!  I'd  like  to  move  to  a  warmer  business  climate. 
I  Send  me  your  free  package  of  literature. 

I  Clip  and  mail  this  coupon  to:  Mr.  Lincoln  Schrock,  Director,  Indiana 
.  Northeast  Development,  P.  0.  Box  U099,  Fort  Wayne,  IN  46855. 

■  Name   ' 


Company- 
Address— 
City  


State/Zip. 


Northeastern  Indiana. 

The  Climate  Is  Right. 


 i 


Faces 

Behind  the  Figures 


Equidistant  from  Harrods  and  the  National  Bank  of  Dubai. 


Woes  of  the  rock  market 


Laurence  Graff  has  been  a  big  name 
in  the  business  of  selling  big  dia- 
monds to  the  likes  of  the  Sultan  of 
Brunei,  at  least  since  Harry  Winston's 
son  Ronald  steered  his  late  father's 
exclusive  Manhattan  firm  away  from 
selling  the  big  rocks  it  was  famous  for, 
and  into  what  Graff  laughingly  calls 
"upper-middle-class  trade."  In  Graff's 
world,  that  means  a  mere  $100,000  or 
so  for  a  necklace. 

When  the  international  superrich 
buy  a  rock  instead  of  half  of  Houston, 
they  tend  now  to  buy  it  from  Graff, 
whose  five-story  London  shop  is  equi- 
distant from  Harrods  and  the  Nation- 
al Bank  of  Dubai.  Mrs.  F.  Marcos,  for 
instance,  late  of  Manila,  scattered  $2 
million  on  jewelry  in  New  York — 
then  paid  Graff  $4.96  million  for  a 
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single  necklace,  its  central  bit  the 
blue  70.21  carat  Idol's  Eye. 

Though  he  likes  talking  of  his  "pas- 
sion" for  diamonds,  Graff's  real  love  is 
getting  rid  of  them — and  knowing 
how.  His  salesmen  actually  cold-call 
names  off  The  Forbes  Four  Hundred, 
but  it's  Graff,  48,  who  closes  the  deal: 
He  started  in  ice  at  14  and  under- 
stands why  a  man  will  spend  $5  mil- 
lion on  a  piece  of  old  carbon.  It's  stun- 
ningly simple,  once  you  figure  it  out: 
"Wealthy  people  buy  gems  because 
they  can  afford  them." 

About  his  rocks,  Graff  will  tell  you 
everything  but  the  markup  to  his  self- 
indulgent  clients.  "It's  not  the  great- 
est business  in  the  world  when  it 
comes  to  profits  for  the  risks  one 
takes.  .  . ,"  he  claims.  Take  what  the 


press  kept  calling  "the  famed  M\ 
borough  Diamond."  Graff  acquired 
for  $131,000  in  an  auction  of  oddsj 
ends  from  the  Marlborough  esd 
then  had  the  scratched,  dull  stone 
cut — and  named.  Selling  val 
$960,000.  "Very  good  name,  Marlb 
ough,"  Graff  muses. 

Graff  may  actually  be  right  to  wo 
about  profits.  Lately,  Harry  Winsl 
is  back  in  the  big-rock  game,  biddi 
up  wholesale  prices.  Partly  as  a  resu 
"Major  stones,"  Graff  sighs,  "are 
handful  .  .  .  very  few." — Hesh  Kestin 


The  woman's  touch 

I suppose  I'm  the  only  woman  cb 
executive  of  a  men's  underwi 
company,"  allows  Donna  Wolf  St 
gerwaldt  of  Jockey  International,  "t 
there  are  lots  of  men  who  run  vi 
men's  underwear  firms." 

It's  her  competitors  who  are  apt 
feel  outnumbered.  Privately  he 
Jockey,  a  $300  million  (sales)  fam: 
company  based  in  Kenosha,  Wis.,  h 
nearly  30%  of  the  men's  bilhon-di 
lar-plus  underwear  market,  easily  t 
largest  share.  Moreover,  it  sells  mai 
ly  through  department  stores  and  oi 
er  upmarket  outlets,  while  close 
competitors  Fruit  of  the  Loom  aj 
Hanes  are  heavier  in  lower-marg 
discount  stores.  Jockey  also  sei 
sportswear,  swimsuits  and  sleepwa 
It  was  Jockey  that  originally  inn 
duced  men's  briefs  to  the  U.S.  in  193 
when  executives  saw  a  photo  of  a  m. 


Jockey  International's  Steigeru  aldt 
Approaching  the  bottom. 
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Hg  johns  as  the  bottom  of  choice. 
IPs  hard  to  value  her  company  at 
k.  than  $200  million  without  laugh- 
is  Steigerwaldt,  57,  holds  a  majority 
Uhe  stock,  her  brother  having  sold 
H  in  1983.  Her  sister,  Mary  Wolf 
llue,   holds  nearly   all   the  rest. 

iteigerwaldt  and  Bogue  are  daugh- 
fei  of  Harry  Wolf,  who  began  as  a 
sn.sultant  to  Coopers  Underwear 
ifr.key's  original  parent,  founded  in 

t'6)  and  bought  out  Cooper  in  the 
Ljty  1970s.  Steigerwaldt  took  over  as 
uir  and  chief  executive  after  her  fa- 
J,rdied  in  1978. 

ut  even  this  ultimate  bastion  of 
isculinity  is  rapidly  being  femi- 
led — for  the  better,  businesswise. 
1,  983  the  company  introduced  Jock- 
:?for  Her,  all-cotton  briefs  with  the 
iliitional  Jockey  elastic  waist.  The 
)■  st  popular  model  is  cut  high  on  the 
igh.  Women  went  for  them — ditto 
I  matching  cotton  camisoles — and 
;i!ay  they're  the  most  widely  copied 
liergarments  around.  The  company 
lii  added  two  plants  to  keep  up  with 
linand,  and  a  spokesman  predicts 
It  in  a  couple  of  years  Jockey  for 
-jr  will  be  the  bulk  of  the  business, 
if  so,  Donna  Wolf  Steigerwaldt, 


with  a  two-sex  market,  may  well  find 
herself  starting  at  the  bottom  of  an 
even  tougher  league — The  Forbes 
Four  Hundred. — Jan  Parr 


King  of  divorce 

Attorney  Raoul  Felder,  52,  is  fond  of 
retelling  a  conversation  with  Re- 
liance Group  Holdings'  Saul  Stein- 
berg. Felder  had  represented  both  of 
Steinberg's  ex-wives,  and,  as  is  cus- 
tomary, Steinberg  was  just  agreeing  to 
pay  his  second  ex'  legal  fees.  "Raoul," 
said  Steinberg  resignedly,  "I  think  it 
might  be  cheaper  just  to  put  you  on 
retainer." 

Steinberg  never  did,  but  Felder,  a 
dapper  man  given  to  wearing  $800 
custom-made  bedroom  slippers  in  his 
office,  isn't  wanting  for  business.  Dif- 
fident about  divulging  most  clients' 
names,  this  $400-an-hour  lawyer  who 
requires  a  $10,000  retainer  will  admit 
to  handling  various  Whitneys  and 
Fords,  as  well  as  real  estate  magnate 
Sol  Goldman.  Thanks  to  such  unhap- 
py couples,  Felder  made  over  $2  mil- 
lion last  year. 

Not  bad  for  a  guy  who  only  turned 


to  the  legal  profession  after  dropping 
out  of  a  Swiss  medical  school  (no 
American  program  would  admit  him). 
He  began  his  legal  career  working  for 
the  U.S.  Attorney's  office  and  got  his 
first  case  from  Mort  Shuman,  a  song- 
writer who  worked  with  Felder's 
brother. 

"That  client  [Shuman]  told  me  he 
knew  his  wife  was  having  an  affair 
with  the  best  man  at  their  wedding, 
but  he  couldn't  prove  it,"  remembers 
Felder.  "I  told  him  to  call  the  guy  and 
tell  him  that  he  knew  about  the  affair 
and  that  it  was  all  right  with  him 
since  it  was  over  between  him  and  his 
wife.  Sure  enough,  the  best  man  said 
he  was  glad  it  was  all  out  in  the  open.  I 
subpoenaed  the  best  man,  my  client 
got  his  divorce  and  the  Daily  News  ran 
a  headline  the  next  day,  'Best  Man 
Kisses  and  Tells.'  My  phone  started 
ringing  off  the  hook." 

Now,  with  million-dollar  divorces 
common,  even  blue-chip  firms  have 
family  law  specialists.  Felder  pro- 
fesses not  to  worry  about  high- 
powered  competition.  But  when  real 
estate  mogul  Sol  Goldman,  happy 
with  the  way  in  which  Felder  handled 
his  divorce  case  (see  listi)iQs),  wanted 


wtihattan  divorce  lauyer  Raoul  Felder 
all  started  with  a  husband's  best  friend. 
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Owner  mul  founder  of  the  Golden  Dour,  Deborah  Szekely 

Amid  the  serenity,  something  to  learn  from  hard-driving  executives. 


Id  K 


him  to  handle  some  of  his  real  estate 
litigation  as  well,  Felder  accepted. 
"Boredom  is  a  problem"  is  Felder's 
explanation. — Lisa  Gubernick 


Getting  away  from  it  all 

Chief  executives  make  perfect  spa- 
goers,"  says  Deborah  Szekely, 
owner  and  founder  of  the  Golden 
Door,  one  of  the  U.S.'  most  expensive 
and  exclusive  health  spas.  "We  find 
that  our  hard-driving  types  tend  to 
come  twice  a  year." 

The  Golden  Door,  near  San  Diego, 
is  designed  to  resemble  a  Japanese 
country  inn,  with  Japanese  art  in  its 
40  rooms  set  in  177  acres  of  private 
gardens,  trails,  bambooed  courtyards, 
citrus  and  ornamental  trees  and  a  veg- 
etable garden.  Patrons  praise  its  get- 
away-from-it-all  serenity.  The  rooms 
are  always  100%  booked. 

Among  Szekely's  hard-driving  cus- 
tomers is  Robert  Tisch,  the  chairman 
of  Loews  Corp.  who  recently  became 
Postmaster  General.  But  only  a  hand- 
ful of  the  guests  are  male  chief  execu- 
tives. Most  are  tired  businesswomen 
or  society  women  worn  down  by  so- 
cial and  philanthropic  activities,  Sze- 
kely  reports — "women    who  have 


multiple  roles,  someone  who  is  chate- 
laine of  several  homes,  for  instance." 

Szekely,  an  energetic  64,  grew  up  in 
a  vegetarian  Brooklyn  family  that 
moved  to  Tahiti  when  she  was  8. 
There  her  father  sold  coconuts  and 
her  mother  delivered  babies.  She  met 
her  first  husband,  Edmond,  in  Tahiti 
and  married  when  she  was  17.  They 
opened  Rancho  La  Puerta  in  Mexico 
in  1940  and  the  Golden  Door  in  1958. 

For  their  $3,000  a  week  (only  $1,500 
at  rustic  and  more  athletic  Rancho  La 
Puerta),  most  guests  get  minimalist 
menus.  But  everything  is  included — 
exercise  programs,  meditation  ses- 
sions, massage,  meals  tailored  to  calo- 
rie counts — right  down  to  the  custom 
cotton  robes  and  the  approximately 
four  employees  per  guest.  Only  pri- 
vate tennis  lessons  are  extra. 

Szekely  divides  her  time  these  days 
between  a  foundation  in  Washington, 
D.C.  and  her  Japanese-style  house  in 
San  Diego,  while  son  Alex  does  the 
day-to-day  running  of  the  Door.  "I 
have  done  what  any  good  CEO  should 
do  in  turning  the  organization  over  to 
my  son,"  she  says,  perhaps  having 
learned  how  to  delegate  from  her  ex- 
ecutive guests.  "I  have  gotten  far 
enough  away  so  that  I  can't  be  easily 
reached  by  phone." — Rosella  Stern 


Faces 

Behind  the  Figures 


Hold  the  onions 

Many  people  are  misled  when 
comes  to  buying  caviar,"  S3] 
44-year-old  Christian  Petrossian  im 
heavy  French  accent.  "I  know  fori 
fact  that  ossetra  caviar,  the  favorite 
writer  Ian  Fleming,  used  to  be  soldi 
this  country  as  something  calk 
Golden  Beluga  [beluga  fetches  f 
higher  prices].  People  bought  it  b 
cause  they  didn't  know  any  better." 

Petrossian  does.  His  father,  Me 
koum,  and  uncle  Mouchegh  founde 
Petrossian  S.A.  in  Paris  about  60  yea; 
ago  for  one  purpose:  to  sell  the  roe  < 
sturgeon  netted  in  the  Caspian  Se; 
Christian,  his  cousin  Armen  and  oti 
er  family  members  have  expande 
their  gourmet  food  line  to  incluc 
smoked  salmon  and  foie  gras.  The 
have  opened  boutiques  in  branches  d 
Bloomingdale's  and  Neiman-Marcu 
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""^  or  sixty  years,  people  have  attempted  in  vain 
■4  to  define  The  New  Yorker:  Evidently,  it  is  inde 
finable.  It  is  an  odd  and  special  mixture  of 
humor  pieces,  fiction,  reporting,  poetrv,  car- 
flns,  essays,  and  reviews:  a  mixture  of  solid  information 
iO  high  spirits.  But  why  try  to  define  it?  Why  not  simply 
md  it  and  enjoy  it? 

WJn  behalf  of  people  who  want  to  laugh,  The  New 
Ibvides  satire,  wit,  literate 
pmor,  and  nonsense  week 
per  week:  the  work  of  some 
■  the  country's  funniest  car- 
r  mists  and  comic  writers. 
■For  people  who  enjoy  books, 
Bans,  the  theatre,  music. 
Rice,  and  art,  The  New  Yorker 
m  illuminating  and  entertain- 
Jjk  reviews:  distinguished 
■deism. 

VUhe  New  Yorker  can  be  seen  as 
^intelligent  runningcommen- 

ry  on  the  main  cultural, 

:ial,  and  political  events  of 

r  time.  The  magazine  has 


developed  its  own  kind  of  journalism:  thorough,  accurate, 
fair-minded,  clear,  and  written  with  literary  style. 

The  New  Yorkers  Talk  of  the  Town  includes  commentary 
on  the  news  and  captures  the  essence  of  urban  life  in  a  few 
brief  reporting  pieces.  Beyond  the  city,  there  is  the  whole 
U.S.A.,  and  our  correspondents  cover  it  all;  and  beyond 
that  there  is  the  rest  of  the  world,  and  our  correspondents 
cover  that,  too. 

Television  is  great,  news- 
papers are  great,  but  for  the 
sheer  pleasure  of  reading  there 
is  nothing  quite  like  The  New 
Yorker.  If  you  want  to  read,  you 
may  want  to  read  The  New 
Yorker.  Please  don't  try  to 
define  it.  Just  read  it,  and  see. 
You  can  subscribe  for  a  full  year 
—  fifty-two  issues  —  for 
only  thirty-two  dollars  (instead 
of  the  seventy-eight  dollar 
cover  value).  Simply  fill  out 
the  coupon  below,  and  soon 
you'll  have  something  to  read 
every  week. 


THE  NEW  YORKER. 

The  magazine  for  people 
who  want  to  read. 


And  its  all just  62$  an.  issue! 


YES!  Please  enter  my  subscription  to 
The  New  Yorforfar  one  year(52  issues)  at 
the  basic  rate  of  $32.  That  comes  to 
only  62*  a  copy,  a  saving  of  more  than 
50%  off  the  cover  price  of  $1.50. 

Your  Name  (please  print) 

Address  Apt  # 

Cicy 

State  Zip 


Our  Assurance  to  New  Subscribers 

If  you  are  ever  less  than  delighted  with 
The  New  Yorker,  you  may  request  and  will 
promptly  receive  a  refund  in  full  for  all 
unmailed  issues. 

Paymenc  enclosed        Bill  me  later. 
Charge  my:      MasterCard       VISA       American  Kxpres 


-Vtmint  Number 


Exp  Date 
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Christian  Petrossian,  chairman  of  Petrossian  S.A 
Food  of  the  spirit  for  less  than  $  1  per  gram. 
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and  operate  a  Manhattan  restaurant 
under  their  name  with  mirrors  de- 
signed by  Erte.  Caviar  is  today  only 
20%  of  total  sales,  but  remains  their 
best-known  product.  They  gross 
about  $40  million  annually,  netting 
about  $3.2  million. 

"Here  you  call  anything  caviar," 
Petrossian  continues.  "In  France  the 
eggs  must  be  from  only  the  sturgeon. 
The  best-quality  caviar  comes  from 
only  three  species.  The  most  expen- 
sive: beluga,  a  fish  that  needs  20  years 
to  spawn;  ossetra,  which  needs  13 
years;  and  sevruga,  which  spawns  in  7 
years."  The  retail  prices  reflect  scarci- 
ty: 250  grams  of  beluga  cost  $232.50; 
ossetra,  $150;  and  sevruga,  $123. 

Twice  a  year  Christian  flies  to  Rus- 
sia, which  gives  him  exclusive  export 
rights  to  most  of  the  world,  and  hand- 


picks  about  $5  million  worth  of  cavi- 
ar. Only  15  minutes  elapse  between 
the  time  a  sturgeon  is  removed  from 
the  water,  clonked  on  the  head  with  a 
mallet,  gutted  and  the  eggs  carefully 
removed.  The  eggs  are  then  lightly 
salted,  placed  in  tins  and  refrigerated. 

The  best  way  to  eat  caviar?  "With 
champagne  or  with  chilled  Russian 
vodka,"  counsels  Petrossian.  "Don't 
mix  it  with  onions  or  capers  or  lem- 
ons. Caviar  is  a  food  of  the  spirit,  not 
of  the  stomach.  Nobody  dreams  when 
eating  onions." — Jeffrey  A.  Trachtenberg 


Vin  extraordinaire 

French  vintner  Christian  Moueix 
runs  one  of  Bordeaux'  most  presti- 
gious wineries,  Chateau  Petrus,  and 
he  hopes  soon  to  be  running  one  of 
California's  as  well.  Petrus'  famous 
wines,  mostly  merlot,  cost  up  to  $250 
per  bottle  for  recent  vintages  and 
$1,000  for  coveted  older  years. 

Moueix'  father,  lean-Pierre,  who  co- 
owns  the  small  but  widely  honored 
operation  with  French  partner  Lily 


Lacoste-Loubat,  got  New  York's 
Pavilion  restaurant  to  carry  Petrus 
the  1960s,  and  soon  it  became  popuj 
with  people  like  the  Kennedys.  If 
mand  for  the  limited  products 
(3,750  cases  last  yearl  put  the  pri 
into  the  stratosphere. 

Now  comes  the  younger  Moue: 
39.  In  1982  Moueix  formed  a  Naii 
Valley  joint  venture  that  current 
has  60  acres  under  cultivation,  and 
million  of  his  money  invested.  Ne 
year  Moueix  will  release  the  first  vi 
tage  of  its  red  wine,  called  Domini 
"I  think  I  can  produce  wines  here  tb 
will  be  slightly  different  from  otb 
California  wines,"  says  Moueix. 
produce  a  soft  wine  in  France,  all 
that  is  what  I  look  to  do  here." 

Moueix,  who  did  graduate  work 
viticulture  and  oenology  at  the  Ur. 
versity  of  California  at  Davis  in  tl 
late  Sixties,  began  looking  for  got 
soil  in  California  in  1980.  "When 
turned  35,"  he  says,  "I  felt  the  nei 
for  a  challenge." 

Moueix  lives  in  France  but  mak 
four  to  five  trips  to  Napa  a  year  ai 
talks  to  the  winemaker  and  vineyai 
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Behind  the  Figures 


Chateau  Petrus'  Christian  Moueix 

The  earth  may  he  Californian,  but  the  wine  should  remain  Gallic. 


manager  by  phone  several  times  a 
week.  Why  divide  his  time  between 
places  a  third  of  the  world  apart?  "To 
keep  the  spirit,"  Moueix  cryptically 
puts  it.  The  earth  may  be  Californian, 
he  says,  but  the  wine  should  remain 
Gallic.  He  even  takes  samples  back  to 
France  to  be  tasted  there  "because  the 
palate  is  different." 

Will  it  pay  off?  At  a  recent  Napa 
Valley  wine  auction,  futures  for  the 
limited  supply  of  Dominus  easily 
fetched  the  highest  price,  $13,500  for 
three  "imperials"  (a  vintner's  mea- 
sure). Next  year  Moueix  will  release 
around  25,000  bottles,  retailing 
around  $35. 

Says  Moueix:  "I  would  love  to  be  as 
successful  as  my  father."  — Ellen  Paris 


Dough  boy 

George  Pillsbury,  third-generation 
heir  to  the  Minneapolis  milling 
fortune,  inherited  $400,000  outright 
at  age  21  and  promptly  gave  it  away. 
Now  Pillsbury,  still  supplemented  by 
trust  income,  holds  weekend  retreats 
to  help  fellow  young  heirs  with  left- 
of-center  inclinations  do  the  same. 

Pillsbury,  now  37,  has  drawn  doz- 
ens of  young  inheritors,  some  from 
big  "brand-name"  families  like 
Rockefeller  and  du  Pont.  "These  kids 
are  lonely,"  he  says,  "and  it  helps  to 
find  out  that  they  aren't  the  only  ones 
with  a  social  conscience  in  their  in- 
come brackets." 


The  prototype  summer  camp  for 
"fat  kittens"  was  first  held  in  1973,  to 
discuss  how  to  fund  progressive 
causes  in  the  aftermath  of  the  Mc- 
Govern  debacle.  Now  Pillsbury  stages 
seminars  thrice  yearly  in  New  En- 
gland as  well  as  a  half-dozen  one-day 
sessions  around  Boston. 

Pillsbury  figures  95%  of  partici- 
pants inherited  their  wealth.  Each  re- 
treat attracts  (mostly  by  word  of 


mouth)  one  dozen  to  three  doze 
heirs.  Two-thirds  are  under  40;  oldi 
ones  frequently  are  women  who  hav 
only  just  come  into  money. 

The  outings  begin  Friday  night  wit 
introductions — who  you  are  and  hoi 
your  dad  got  rich.  Workshops,  simik 
to  rap  sessions,  begin  the  next  morn 
ing.  Some  deal  with  mundane  maj 
ters:  taxes,  wills,  "ethical"  (e.g.,  ui 
tainted  by  South  Africa)  investing 
Still  others  are  personal:  What  to  cj 
with  friends  requesting  a  loan?  Hoi 
to  raise  children? 

The  political  sessions  center  o 
what  George  Pillsbury  calls  "makinj 
choices" — why  and  how  to  give  awa 
the  money.  These  grow  out  of  his  ow 
Boston-based  charitable  foundatior 
Haymarket  Peoples  Fund,  and  a  relai 
ed  philanthropic  network,  the  Fund 
ing  Exchange,  that  Pillsbury  helpe 
found.  His  S5-million-a-year  networ' 
seeks  to  grow  and  pursues  a  divers 
"progressive"  social  agenda:  rape  cr 
sis  centers,  antinuclear  power  en 
sades,  a  proto-union  for  clerical  work 
ers,  and  the  like. 

"The  idea  is  to  do  it  systematical!' 
rather  than  as  a  lone  philanthropist, 
smiles  the  counselor  and  inventor  o 
the  network. — Eric  Schmuckler 


Inheritor  and  philanthropist  George  Pillsbury 

If  you've  got  the  dough,  he's  got  the  system. 
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On  the  Docket 


Where  else  but  in  Texas  could  you  go 
bankrupt,  never  make  another  dime  in 
your  life  and  still  die  rich? 

Home  free 


By  Laura  Jereski 

T|he  Arena  I  is  21  stories  of  black 
glass  perched  over  the  South- 
west Freeway,  with  a  360-degree 
view  of  Houston.  When  Melvin  Lane 
Powers,  the  Houston  real  estate  de- 
veloper, filed  for  reorganization  in 
1983,  he  called  the  duplex  penthouse 
home.  In  fact,  he  went  to  court  and 
called  the  whole  building  home. 

Welcome  to  Texas,  where  a  man's 
castle  is  his  home  or,  to  be  more  pre- 
cise, his  homestead.  The  Homestead 
Act  grants  every  Texan  a  homestead, 
exempt  from  creditors'  claims,  up  to 
200  acres  of  rural  land  or  up  to  an  acre 
of  urban  land  and  all  its  improve- 
ments. Hence  Powers'  assertion:  The 
office  building,  valued  at  $67.5  mil- 
lion in  1983,  fits  in  an  acre,  and 
darned  if  he  hasn't  improved  the  lot. 

When  the  smoke  cleared  and  Pow- 
ers emerged  from  Chapter  1 1  in  May 
1985,  debts  forgiven,  he  had  indeed 
succeeded  in  claiming  Arena  I,  with 
its  rooftop  pool,  as  his  homestead. 

(Unfortunately,  Powers  then  fool- 
ishly followed  the  advice  of  counsel 
and  traded  his  exemption  away  in  or- 
der to  make  a  deal  with  Bank  of  Amer- 
ica, holder  of  a  $49  million  first  lien 
on  Arena  I.  Poor  Powers.  He  was  un- 
able to  live  up  to  the  terms  of  the  deal, 
and  the  bank  foreclosed  in  May  1986. 
Equipped  with  new  counsel,  Powers 
then  contended  the  foreclosure  in- 
fringed on  his  constitutional  home- 
stead rights,  but  it  was  too  late.  This 
time  the  court  refused  to  go  along.) 

Texans  find  Powers'  kind  of  home- 
steading  bold  but  not  at  all  unreason- 
able. After  all,  the  state  was  founded 
by  debtors  fleeing  claims  in  the  South 
and  Northeast,  where  debtors  could 
keep  nothing.  The  first  exemptions 
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date  to  Texas  independence  in  1836, 
and  the  Homestead  Act  is  enshrined 
in  the  Texas  Constitution  of  1876. 

How  much,  then,  can  you  get  away 
with?  As  Texas  bankruptcy  lawyers 
like  to  say,  "If  you  can  fit  the  Taj 
Mahal  on  an  acre  in  downtown  Hous- 
ton, it's  yours."  Besides  buildings  of 
any  dollar  value — say  $67.5  million — 
the  Homestead  Act  is  replete  with 
other  exemptions.  The  law  alterna- 
tively allows  a  business  homestead; 
moreover,  it  further  allows  a  "buggy" 


Mel  Powers'  Arena  I  ( left ) 


Fitting  the  Taj  Mahal  on  an  acre. 


(it  can  be  an  automobile,  of  course);  a 
second  vehicle;  two  firearms;  athletic 
equipment;  a  horse,  say  Seattle  Slew; 
and  wearing  apparel,  including  jewel- 
ry. But  there  are  limits.  Powers 
claimed  a  165-foot  yacht — the  largest 
registered  under  the  U.S.  flag — was 
essential  to  his  reorganization.  The 
judge  didn't  bite. 

But  there's  nothing  to  say  the  "bug- 
gy" couldn't  be  the  working  Bugatti 
Royale  collector's  car  that  was  recent- 
ly auctioned  for  $6.5  million.  The  law 
also  allows  another  vehicle,  say  a 
truck  or  bus  (one  debtor  spent 
$250,000  refurbishing  a  Greyhound 
bus).  And  two  firearms — one  could 
easily  spend  $25,000  each.  Plus  ath- 


letic    equipment:     Powers  spett-~ 
$15,000  on  his  gym;  obviously  he  wjl 
a  piker.  True,  there's  a  $30,000  nil 
worth  ceiling  on  all  personal  properM 
However,  debtors  can  skirt  that  til 
taking  out,  say,  a  big  car  loan  hefol 
filing.  Moreover,  since  personal  prol 
erty  is  valued  at  firesale  prices,  anl 
friendly  appraiser  ought  to  be  able  I 
certify  Picassos  as  "wall  hangingjlln 
$250"  or  Louis  XV  chairs  at  a  fumlp 
tional  replacement  value  of  $50,  anil 
leave  creditors  to  prove  otherwise,  9 1 
a  resourceful  and  creative  Texas  dcblB 
or  like   Powers  could  conccivabll 
come  away  with  $70  million,  free  anl 
clear.  The  only  drawback:  TexaiBft 
can't  take  out  home  equity  loans,  tlj 
only  type  of  loans  where  interest 
deductible  under  the  new  tax  laws. 

The  homestead  exemption  has  bcej 
successfully  challenged  only  once.  I 
1979  a  bankrupt  Lubbock  businesl 
man  named  Hugh  Reed  tried  to  chea 
his  creditors.  He  had  bought  a  share i 
a  shell  corporation,  Triple  BS  Con 
(the  significance  of  the  initials  is  no 
elucidated  in  the  record),  and  convert! 
ed  a  pile  of  nonexempt  cash  into  a 
exempt  homestead  on  the  eve  of  hi 
filing.  The  court,  unable  to  disallow 
his  homestead  claim,  countered  b 
denying  him  the  discharge  of  hi 
debts.  These  days,  Texas  lawyer 
wink  knowingly  at  news  reports  tha 
troubled  real  estate  syndicator  Crai) 
Hall  (Forbes,  Apr  21)  paid  down  a  SI. 
million  mortgage,  giving  him  a  horaej 
stead  free  and  clear.  One  wonders  i 
the  Hunt  brothers  are  looking  to  tradj 
up  from  their  relatively  modes! 
homes  near  Dallas.  (For  some  othen 
who  are,  or  should  have  been,  resi 
dents  of  Texas,  see  p.  32.) 

Few  other  states  had  exemptionl 
until  the  Federal  Bankruptcy  Cod^ 
was  revised  in  1978,  and  none  are  ai 
generous  as  those  of  Texas.  The  staM 
of  Florida  does  allow  up  to  160  ruraj 
acres  and  half  an  urban  acre.  That's 
enough  for  Charles  Agee  Atkins 
When  he  was  riding  high,  managing  * 
group  of  partnerships  set  up  to  take 
advantage  of  tax  laws,  he  lived  at  post 
One  Sutton  Place  in  New  York.  Now 
a  debtor,  he  lives  on  an  Amelia  Island] 
Fla.  estate  valued  at  $455,000. 

But  most  other  states  put  a  dollar 
cap  on  the  exemption:  $60,000  or  S20C 
a  month  in  rent  in  Massachusetts, 
$45,000  in  California;  $20,000  in  Col- 
orado. What  will  $20,000  buy  even  in 
Denver  these  days-  Which  is  why,  as 
Hugh  Ray,  a  managing  partner  with 
the  Houston  firm  of  Andrews  &  Kurth 
says,  "People  would  move  here  from 
out  of  state,  buy  up  as  much  land  as 
they  could,  then  go  bankrupt.  It's  a 
deadbeat's  paradise."  ■ 
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Flow  in  the  world  do  you.  find  someone  to 
buy  a  $10  million  bouse?  And  where? 


Global 
listing 


It  was  a  listing  every  real  estate 
agent  in  Phoenix  wanted  last  year: 
a  $10  million  estate  in  exclusive 
Paradise  Valley,  complete  with  a 
17,000-square-foot  house,  10  fully 
landscaped  acres,  tennis  court,  pool 
and  a  greenhouse.  Ellie  Shapiro,  who 
works  for  Coldwell  Banker,  a  Sears 
subsidiary,  got  it.  Now  all  she  had  to 
do  to  earn  a  commission  of  more  than 
$300,000  was  find  a  buyer.  The  num- 
ber of  potential  clients  wealthy 
enough  to  afford  such  a  home  is  obvi- 
ously pretty  limited  anywhere,  and 
certainly  in  Phoenix.  But  no  problem: 
Shapiro  knew  exactly  how  she  intend- 
ed to  market  it.  Scouting  around  town 
for  referrals  was  only  the  second  step. 

"The  first  thing  I  did  was  buy  space 
in  USA  Today,  the  Wall  Street  Journal ,  a 
local  magazine  called  Scottsdale  Scene, 
and  Homes  International,  a  glossy  list- 
ing of  expensive  properties  that  has  a 
broad  domestic  and  international 
readership,"  says  Shapiro.  "Then  I 
concentrated  on  finding  buyers  who 
could  afford  to  spend  that,  which 
meant  sending  letters  to  chief  execu- 
tives in  New  York  and  California." 

Shapiro's  approach — going  national 
or  international  and  designing  rifle- 
shot mailings — is  standard  operating 
procedure  for  the  small  elite  among 
the  nation's  roughly  900,000  real  es- 
tate agents  who  get  prize  properties 
like  this  on  an  exclusive  basis.  Only  a 
handful  of  people  in  the  world  are 
likely  to  be  interested  in  and  able  to 
buy  any  given  one.  Those  few  are  at 
least  as  likely  to  be  in  Seattle  or  Lon- 
don as  Phoenix  or  Scottsdale,  and  the 
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commissions  are  fat  enough  to  permit 
fairly  high-cost  marketing. 

It's  become  a  good  business  lately. 
The  number  of  homes  priced  above  $1 
million  has  increased  dramatically — 
witness  the  real  estate  sections  of  the 
New  York  Times  Magazine,  the  Wall 
Street  Journal,  Connoisseur  and  Town  & 
Country — even  though,  fewer  than 
100,000  of  the  3.2  million  single-fam- 
ily resident  homes  sold  in  1985  were 
priced  at  more  than  $250,000.  The 
proliferation  at  the  ultrahigh  end  re- 
flects inflation  and  the  growing  pres- 
ence of  suddenly  big,  new  money.  Lo- 
cation is  the  largest  single  factor  in 
pricing:  A  building  lot  in  exclusive 
Greenwich,  Conn.,  for  example,  will 
cost  $750,000,  so  there  even  a  stan- 


dard tract  house  could  fetch  at  leal! 
$1  million.  The  good  stuff  goes  fi 
multiples  of  that. 

The  same  goes  in  tightly  built  con 
munities  like  Beverly  Hills,  Pah 
Beach,  Palm  Springs — and  second-ti< 
places  like  Paradise  Valley. 

Financing  is  rarely  a  problem.  Mo; 
serious  customers  pay  cash.  But  mo' 
ing  the  goods  usually  takes  from  si 
months  to  two  years  anyway,  a 
spent  looking  for  the  perfect  buyer. 

Americans  are  by  far  the  largest  an 
easiest-to-reach  market,  but  for  ther 
"we've  found  that  the  cutoff  point 
about  $3  million,"  says  Ron  de  Salve 
a  senior  vice  president  at  Rodeo  Rea 
ty,  a  Beverly  Hills  company  owned  b 
Merrill  Lynch  Realty.  "Good  bus 
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3  views  of  a  $10  million  estate  in  Paradise  Valley,  Ariz, 
tting  the  $300,000  commission?  No  problem,  if  you  know  how. 


smen  think  putting  more  than 
t  into  a  house  is  silly.  In  southern 
ifornia  only  eight  houses  sold  for 
re  than  $5  million  last  year." 
This  price  resistance  is  a  problem 
de  Salvo  right  now.  He  is  showing 
sarticularly  palatial  $10  million 
ne  in  Bel  Air.  But  de  Salvo  knows 
s  place  has  appeal  to  buyers  from 
:  Middle  East  because  of  its  privacy 
d  expansive  views.  That  means  a 
ect-mail  campaign  to  the  London 
orneys  of  the  Saudi  royal  family, 
:n  though,  as  oil  prices  have 
>pped,  the  Saudis,  Mexicans  and 
-ith  Americans  have  been  partially 
ilaced  by  potential  customers  from 
igapore  and  Korea.  That,  is  where 
p  new  Third  World  fortunes  are  be- 
;  made.  (Iranians,  who  once  domi- 
ted  Beverly  Hills  real  estate,  are 
lers  today,  de  Salvo  reports.) 
Multimillion-dollar  properties  also 
id  to  be  designed  for  the  first  owner, 
iroblem  in  resale.  "The  key  to  this 
siness  is  remembering  we  aren't 
ling  shelter,  we're  selling  a  way  of 
p,"  says  Jack  Hull,  director  of  mar- 


keting for  Coldwell  Banker  in  New- 
port Beach,  Calif.  "If  we've  got  a  home 
on  the  fourth  hole  of  a  fabulous  golf 
course,  we  have  to  advertise  in  pro- 
grams of  golf  tournaments.  We  are 
selling  Lowell  Thomas'  $1.4  million, 
40-acre  estate  in  Quaker  Hill,  N.Y.  It 
comes  complete  with  a  48-foot  con- 
ference room,  a  theater  and  a  studio. 
We  were  looking  for  a  media  or  enter- 
tainment mogul." 

Another  example:  "We  sold  a  home 
in  Butler,  Pa.  last  year  to  a  book  col- 
lector in  Paris  because  the  house  has 
an  archival-quality  library,"  says  Stu- 
art Siegel,  the  New  York  regional  vice 
president  of  Sotheby's  International 
Realty.  (Art  auction  house  Sotheby's 
is  in  this  market  for  a  logical  reason: 
Serious  art  buyers  make  good  pros- 
pects. "Customers  pick  up  our  bro- 
chures at  auction  sales,"  says  Siegel.) 

The  market  for  fancy  homes  shifts 
with  the  economy.  When  oil  prices 
were  high,  fewer  people  wanted  40- 
room  mansions  in  cold  climates.  A 
few  years  back,  drug  dealers  bought 
homes  in  southern  Florida  with  suit- 
cases of  cash.  No  longer.  "The  dealers 
who  aren't  in  jail  are  keeping  low  pro- 
files these  days,"  says  Mary  Dot 
Klock,  a  Coldwell  Banker  real  estate 
agent  in  Coconut  Grove,  Fla.  "They 
used  to  buy  homes  along  the  Coral 
Gables  waterways,  because  those 
properties  have  attached  boat  houses. 
Mostly,  those  homes  have  been  sold 
or  repossessed."  Well-heeled  young 
professional  couples  with  courage 
willing  to  take  80%  mortgages  have 
taken  their  place. 


And  a  $10  million  property  in  Bel  Air,  Calif. 

The  answer  is  direct  mail — aimed  at  the  Saudi  royal  family. 


Marketing 


The  general  falloff  in  demand  by 
Latin  Americans,  who  generally  like 
to  live  in  large  family  compounds  and 
care  little  about  the  kitchens  where 
the  hired  help  work,  also  has  hit  the 
south  Florida  market.  Americans  usu- 
ally don't  live  in  extended  families 
amid  lifelong  retainers,  and  they  do 
like  showplacc  kitchens.  Properties 
made  for  Latins  often  have  to  be  gut- 
ted and  virtually  rebuilt  before  north- 
of-the-Rio  Grande  owners  will  move 
in,  and  that  means  a  big  hit  in  the 
sales  price.  "We  have  to  convince  sell- 
ers that  the  days  when  interested  buy- 
ers arrived  with  cash  in  suitcases  are 
over,"  says  Klock. 

Next  to  referrals,  perhaps  the  most 
effective  marketing  tool  for  reaching 
clients  is  the  listings  magazine 
(though  de  Salvo  also  spends  as  much 
as  $37,000  a  year  on  color  ads  in  con- 
sumer magazines).  Printed  in  rich  col- 
ors on  glossy  stock,  these  hybrid  trade 
publications  are  considered  essential 
to  selling  big-ticket  homes.  Merrill 
Lynch,  for  example,  publishes  Fine 
Homes.  Coldwell  Banker  publishes  The 
/'renews  Guide  and  /lames  Internation- 
al Unaffiliated  with  any  realty  com- 


c )nc  acre  on  Biscayne  Hay  SI  8  million 
Mostly,  the  drug  dealers  are  gone. 


pany,  but  nearly  300  pages,  is  /  'nique 
Homes,  a  six-times-a-year  book  owned 
by  Ziff-Davis  Publishing  Co.  Sothe- 
by's International  Realty  doesn't  have 
its  own  magazine,  but  it  does  print 
5,000  four-color  brochures  for  the 
homes  it  carries.  All  of  these  promo- 
tional tools  are  distributed  at  least 
nationally,  and  often  worldwide. 

As  for  Ellie  Shapiro,  the  Phoenix 
real  estate  agent,  she  landed  a  custom- 
er two  months  after  she  was  given  the 
exclusive  on  the  $10  million  Paradise 


Valley  property.  The  buyer  turned  q 
to  be  Joe  Hrudka  from  Cleveland, 
chairman  of  Mr.  Gasket  (Forbes,  M. 
26,  19H4)-  This  time  a  global  dragn 
had  proved  unnecessary.  A  friend 
hers  told  him  about  it.  "He  alreai 
owned  a  house  in  the  area  but  wane 
something  bigger,"  says  Shapiro.  A 
what  about  the  20  people  who 
sponded  to  all  that  advertising?  It 
problem.  "I'll  keep  their  names,"  sj 
says.  They  make  one  hell  of  a  dire 
mailing  list. — J.A.T. 


In  Th'oli,  N.Y.,  a  #5  million-plus  estate  from  Sotheby's  international  Realty 
Serious  art  buyers  .  .  .  make  good  prospects. 
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Studies  show  that  children  of  plenty  often 
suffer  the  same  problems  as  children  of 
poverty.  Often  for  the  same  reasons. 


Poor  little 
rich  kids 


By  Kathleen  K.  Wiegner 
and  Ellen  Paris 

IT  HAS  USUALLY  BEEN  HARD  tO  i 
sorry  for  rich  kids  unless  you 
or  were  one.  For  years  prcblq 
associated  with  growing  up  rich  hi 
largely  been  ignored  by  psychiatri 
and  psychologists — themselves  ma 
ly  from  the  middle  classes.  But  par 
ularly  over  the  last  decade,  as  m| 
and  more  children  of  supposed  pri 
lege  have  made  headlines  as  suicic 
murderers,  drug  addicts  or  just  pli 
screwballs,  some  experts  have  hi 
led  to  examine  what  makes  Regini 
stumble.  Troubled  rich  kids,  tl 
have  discovered,  often  have  the  sa 
basic  problems  that  troubled  pi 
kids  have. 

Problem  poor  children  are  of! 
frustrated,  bored,  lacking  in  realis 
goals  and  isolated  from  the  ma 
stream  of  society.  They  may  ha 
trouble  concentrating  in  school 
later,  holding  a  job,  and  they  fine 
hard  to  form  lasting  personal  relati< 
ships.  On  examination,  they  freque 


Michael  Pulitzer  in  bis  modest  Los  Atigeles  home 
"Money  has  torn  some  of  my  family  apart." 


J  urn  out  to  be  neglected  by  their 
Klints. 

roblem  rich  kids  are  often  frustrat- 
sd  bored,  lacking  in  realistic  goals 
A  isolated  from  the  mainstream  of 
,c uety.  They  may  have  trouble  con- 
;i|trating  in  school  or,  later,  holding 
tjtb,  and  they  find  it  hard  to  form 
I  mg  personal  relationships.  On  ex- 
ui  nation,  they  frequently  turn  out 
( ie  neglected  by  their  parents. 

'or  all  their  money,  the  experts  say, 
':  oiled"  children  often  are  deprived 
I  dren — deprived  in  the  emotional 
i(!se.  Father,  who  has  millions  of  dol- 
I  to  worry  about,  thinks  he  has 
xter  things  to  do  than  waste  time  on 
>rttling  little  kids.  And  mother? 
I 's  also  too  important  to  change 
I  ners  and  paint  Bactine  on  wounded 
Lies.* 




(  e  possible  hazard  specific  to  the  rich  is  pointed 
u  in'  Dr  Michael  Stotie,  professor  of  clinical  ps\d}i- 
U\at  Cornell  University's  medical  college  It's  not 
i,  nial for  rich  men  In  many  women  most  notable 
i  peir  physical  beauty,  he  notes  "Many  of  these 
I  'en.  "lie  says,  "are  narcissistic  and  aloof,  shotting 
fl  or  no  interest  in  their  children  " 


The  result,  says  Dr.  Michael  Stone: 
"The  children  only  rarely  eat  a  meal 
with  their  parents.  No  one  shows  up 
for  the  child's  school  play,  approves  of 
a  good  grade  or  cheers  the  game-win- 
ning home  run."  More  important,  the 
parents  may  not  be  available,  either, 
to  comfort  the  sick  infant,  explain  to 
the  five-year-old  who  God  is  or  teach 
the  older  child  compassion,  integrity 
or  self-discipline  by  palpable  personal 
example.  The  parental  work  of  point- 
ing the  next  generation  in  a  healthy 
direction  is  left  to  hired  help.  The 
children's  resulting  lack  of  self-es- 
teem produces  the  bad  behavior. 
(Two-income  families  down  among 
the  upper-middle  class  have  no  reason 
to  think  they're  immune  to  the  prob- 
lem, either.  There's  no  special  magic 
to  day-care  centers.) 

Beyond  emotional  neglect,  rich  kids 
have  lesser  but  still  serious  hazards 
peculiar  to  their  station.  Choosing 
meaningful  work  is  one.  Says  San 
Francisco  psychotherapist  Judy  Bar- 
ber: "Career  problems  are  common 
among  the  rich  because  they  know 


they  can  always  quit.  Sometimes  it's 
hard  to  hang  in  there." 

But  it  doesn't  have  to  be  that  way. 
"When  I  was  growing  up,  everybody 
had  money,"  says  Patsy  Klein,  whose 
grandfather  founded  the  Klein  depart- 
ment stores  in  Chicago.  Her  father 
moved  his  family  to  Beverly  Hills. 
"My  sister  and  I  each  had  our  own 
nurse.  One  day  I  just  got  bored  to 
death  with  lunching  and  charities  and 
said,  'What  am  I  doing  with  my 
life?'  "  Klein  took  a  job  as  a  researcher 
for  Newsweek  and  recently  wrote  a 
book  called,  appropriately,  Growing 
Up  Spoiled  in  Beverly  Hills.  "I  know  peo- 
ple who  have  no  reason  to  get  up," 
says  Klein.  "My  motivation  was,  'Can 
I  do  something  well?'  That  is  a  reason 
for  getting  up."  Patsy's  sister,  Kay, 
says  she  was  "a  spoiled  brat"  as  a 
child.  But  she,  too,  decided  that  she 
couldn't  "stay  home  and  knit."  So  she 
got  her  broker's  license  and  today 
makes  "six  figures"  selling  real  es- 
tate. What  made  the  difference?  "We 
had  good  parents,"  says  Kay  Klein. 
"Our  father  had  time  for  us." 


Ihe  department  store  Kleins,  Patsy  ( left)  and  Kay,  putting  on  the  riti 
Bored  to  death  with  lunching  and  charities. 


[The  Right  Suit  can't  guarantee  you  a  favorable  decision. 
\But  the  wrong  suit  could  rule  against  you. 


Making  a  good  case  is  second 
nature  to  you.  The  facts,  the 
logic,  the  manner  and  style  of 
presentation  are  all  there.  And 
you  never  underestimated  the 
intangibles  like  personality  and 
appearance. 

That's  why  you  always  opted  for 
suits  tailored  in  pure  wool  from 
Hart  Schaffner  &  Marx.  The 
right  suit  is  evidence  of  your 
outward  self-assurance  and 
personal  style. 

Are  we  suggesting  that  the  right 
suit  from  Hart  Schaffner  &  Marx 
will  help  you  make  your  case? 
Perhaps  not  But  it  doesn't  mean 
you  shouldn't  have  the  right  suit 
on  your  side. 


Hart 

f(S)  hj 

Schaffner 

&Marx 

The  Right  Suit 


PURE  WOOL 
The  scwn-in  Woolmark  label 
it  your  assurance  of  quality- 
tested  fabrics  made  of  the 
world's  best    .Pure  Wool. 
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For  the  Hart  Schaffner  &  Marx 

retailer  in  your  area,  call  toll-free: 

1  -  8  0  0  -  F  -  A  -  S  -  H  -  I  -  O  -  N  . 

101  North  Wacker  Drive,  Chicago,  IL  60606 


Down  and  out  in  Newport 


In  Newport,  R.I.,  not  far  from  the  scene  of  the  Ameri- 
ca's Cup  races,  sits  a  boxy  beige  building  with  a 
small  sign:  Child  &  Family  Services  of  Newport  Coun- 
ty. Its  thick  carpets,  plush  couches  and  fashionably 
dressed  counselors  are  a  far  cry  from  what  ohe  finds  in 
similar  social  welfare  organizations  in  New  York,  say, 
or  Chicago. 

While  Child  &  Family  Services  of  Newport  works  a 
lot  with  lower-class  and  middle-class  citizens  of  New- 
port and  visitors,  it  also  has  a  distinctly  tonier  clien- 
tele: the  children  and  grandchildren  of  moneyed  soci- 
ety. These  are  people  in  their  20s  and  30s  whose  child- 
hoods were  spent  summering  in  Newport's  great 
mansions,  bouncing  from  cotillion  to  cotillion  and 
yacht  to  yacht.  Now  they  have  returned  to  Newport  as 
adults,  eager  to  keep  the  party  going — only  they  can't 
afford  it. 

"When  they  were  young  and  ran  out  of  money,  they 
were  given  more  money,"  says  Jane  Coyle,  director  of 
family  counseling,  education  and  training.  "There  was 
a  bottomless  pit.  But  then,  as  adults,  the  parents  or  the 
trust  officer  says,  'I'm  not  going  to  give  you  more 
money — you've  got  to  learn  responsibility.'  " 


Coyle  often  gets  problems  far  deeper  than  simple 
economics:  emotional  disorders,  personal  crises,  alco- 
hol and  cocaine  use.  It  may  be  a  cash  bind  that  brings 
rich  kids  to  her  office,  but  it's  head  problems  that  most 
need  to  be  dealt  with.  Bettie,  for  example  (not  her  real 
name),  came  in  for  spending  money  she  didn't  really 
have.  "I  believed  that  when  the  going  gets  tough,  the 
tough  go  shopping,"  wisecracked  the  articulate  and 
attractive  30-year-old,  whose  parents  have  "two 
houses,  a  fleet  of  cars,  a  fleet  of  boats  and  many  ser- 
vants." In  short,  she  was  hard  to  sympathize  with 
about  money  problems. 

But  Bettie  had  a  problem  more  serious  than  debt.  "I 
was  miserable,"  she  says.  "I  would  overeat,  do  a  lot  of 
crying,  feel  blue  and  not  know  why."  It  added  up  to  the 
early  signs  of  clinical  depression,  which  in  extreme 
cases,  untreated,  can  lead  to  suicide.  Coyle  and  other 
counselors  straightened  out  the  credit  cards  and  at- 
tacked the  emotional  problem,  which  responded  well 
to  treatment. 

"I've  unlearned  a  lot  of  the  behavior  I  learned  when  I 
was  young,"  sums  up  Bettie,  whose  mother  has  been 
married  four  times,  her  father  three. — Richard  Greene 


The  impulse  to  shield  kids  from 
unpleasant  facts  or  from  responsibil- 
ity is  a  hazard  that  often  hits  daugh- 
ters with  special  force.  Too  often,  say 
the  experts,  parents  still  shield  girls 
from  any  information  about  money — 
as  if  it  were  something  vile  or  the  girls 
were  uniquely  incompetent.  Then, 
one  day  the  daughters  find  them- 
selves in  possession  of  large  sums  of 
money  with  no  real  idea  of  its  power 
or  how  to  manage  it. 

As  in  the  case  of  Anne  (not  her  real 
name),  who  led  what  she  calls  a  nor- 
mal life,  including  public  schools,  un- 
til the  day  of  her  21st  birthday  party, 
when  her  parents  suddenly  told  her 
that  she  would  start  receiving  money 
from  a  sizable  trust  fund.  At  35  she 
would  inherit  the  bulk  of  the  money. 
"It  wasn't  until  I  was  35  that  I  found 
out  how  much  I  had,"  she  recalls. 
When  she  married,  she  turned  over 
responsibility  for  her  money  to  her 
husband,  who  lost,  she  now  says,  "sig- 
nificant funds."  Now  divorced,  with 
two  children,  she  has  begun  doing 
some  of  her  own  investing  and  vows 
she  will  be  forthright  with  her  own 
children  about  how  much  money 
they  will  inherit.  "I  want  them  to 
understand  and  not  be  frightened  of 
money,"  she  says. 

All  that  said,  it  is  also  instructive  to 
look  at  certified  rich  kids  who  grow 
up  okay. 

"Money  has  torn  some  of  my  family 
apart,"  says  Michael  Pulitzer  Jr.,  34, 
referring  to  a  recent  notorious  divorce 


case  in  Palm  Beach  and  this  year's 
fight  over  selling  out  the  publishing 
business  (see  family  listings).  Michael 
grew  up  with  all  the  trappings  of 
wealth — nanny,  chauffeur,  seam- 
stress, gardener,  private  plane,  sum- 
mers in  Bar  Harbor,  boarding  school  at 
St.  Marks  in  Southboro,  Mass.,  Har- 
vard. He  also  grew  up  neither  spoiled 
nor  neglected.  "I  always  worked  sum- 
mer jobs,"  says  Pulitzer.  "I  worked  at 
a  yacht  club,  in  a  shoe  factory  and  as  a 
day  laborer  for  the  National  Park  Ser- 
vice. When  I  went  away  to  Harvard, 
my  father  gave  me  a  lump  sum  of 
money  and  told  me  I  would  have  to 
budget  it.  My  parents  always  encour- 
aged me  to  live  my  own  life."  Today 
Pulitzer,  who  distributes  short  films 
and  documentary  films  for  nontheat- 
rical  markets,  lives  modestly  in  Los 
Angeles.  "You've  got  to  make  room 
and  time  for  the  kids,"  he  says. 

Marshall  Field  V  (estimated  net 
worth,  $375  million)  is  another  son  of 
money  who  considers  himself  lucky 
that  his  father  taught  him  a  work  eth- 
ic. "I  went  to  boarding  schools  and  the 
whole  thing,"  says  Field,  who  now 
heads  Field  Corp.,  "but  we  were  never 
given  much  when  growing  up.  We  had 
to  earn  it.  My  father  showed  us  by 
example  and  by  browbeating.  We  had 
summer  jobs.  I  was  brought  up  to  be- 
lieve that  one  ought  to  do  something, 
that  working  is  exciting  and  satis- 
fying." Note  that  this  father  took  the 
time  and  trouble  to  do  the  "browbeat- 
ing" personally. 


If  wealth  can  make  child-rearirl 
uniquely  complicated,  there  a 
things  parents  can  do  about  it.  Johl 
Levy,  administrator  of  San  Francisco] 
Carl  Jung  Institute,  himself  a  chill 
from  an  affluent  if  not  superric 
home,  spent  five  years  interviewin 
wealthy  parents,  heirs  and  psychi 
therapists.  His  study  is  called  "Co] 
ing  with  Inherited  Wealth."  h 
makes  it  clear  that  those  who  won 
about  whether  to  leave  kids  money  cl 
how  much  to  bequeath  are  missir 
the  main  point.  Here,  some  of  Levy 
findings  and  advice: 

Consistency  is  an  important  part  c 
a  child's  maturation.  If  the  parent 
aren't  doing  much  parenting  then 
selves,  it  is  better  to  have  as  few  di 
ferent  nannies,  nurses  and  governess 
es  as  possible  and  pay  careful  atter 
tion  to  personal  qualities  and  values 

Children  need  to  learn  to  hand! 
pain,  frustration  at  delays  and  disap 
pointment.  Especially  important,  say 
Levy,  rich  kids  must  learn  not  to  qui 
when  things  aren't  going  their  wa| 
and  not  to  try  to  use  money  to  bu 
their  way  out  of  messy  situation; 
They  should  be  taught  they  can  func 
tion  without  their  money. 

The  child  should  participate  in  de 
cisions  about  schools — public  versu 
private  and  boarding  versus  da> 
school.  Children  should  not  be  pref 
sured  to  attend  the  same  schools  a 
their  parents  or  brothers  and  sisters. 

Youngsters,  no  matter  ho\ 
wealthy,  should  be  encouraged  t 
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"You  mean  there  are 
jill  places  that  arerit  served  by  KLM?" 

"How  primitive? 


If  you  expect  civilized  amenities  no  matter  where  you  go,  don't  feel  deserted.  We  can 
fly  you  to  Europe's  #1  airport  in  Amsterdam  and  on  to  over  125  cities  throughout  the 
world.  With  service  you'd  expect  from  the  'Airline  of  the  Year."  Get  where 
you  need  to  go  in  a  style  that's  oceans  apart.  Call  your  travel  agent 
or  KLM.  Today.    ^  q{ ^ 

Rova!  Dutch  Airlines 


XEROX 


How  the  company 
that  makes  copiers 
keeps  employees  that  can't 
be  duplicated. 

CROSS' 

SINCE  1846 

Why  does  Xerox  make  gifts  of  Cross  writing  instruments?  Because  they 
believe  productivity  will  multiply  when  you  treat  your  employees  well.  Cross 
will  accurately  reproduce  your  corporate  emblem  and  provide  personalized 
engraving.  For  our  business  gift  catalog  and  information  on  new  Gray  by 
Cross  (shown),  write  A.  T.  Cross,  98  Albion  Road,  Lincoln,  Rhode  Island 
02865  on  your  company  letterhead. 


THE    LAZARE    DIAMON  D 


AN 
EXPLOSION 
OF 
FIRE. 


R>r  brilliance  dear's  right  on  target,  only 
The  Lazare  Diamond  will  do.  It's  a 

diamond  cut  to  idea!  proportions  to 
release  an  explosion  of  fire,  beauty 
and  brilliance.  The  Lazare  Diamond 
also  comes  with  unique 


identification.  For  more  information 
about  a  quality  diamond  of  a  carat 
or  more,  ask  the  expert,  the  fine 
jeweler  in  your  area. 
The  Lazare  Diamond.  Setting  the 
standard  for  brilliance.™ 


For  the  name  of  a  fine  jeweler  in  your  area, 
call  1-800-543-8800  Ext.  283 


work.  "They  need  to  know  they  c 
do  something  well  on  their  own  a 
earn  a  living,"  says  Levy. 

Career  choices  are  affected  wH 
money  isn't  important.  Levy  sugge| 
the  arts,  science,  public  service,  a 
lanthropy  or  academe,  because  si 
cess  and  achievement  "are  less  hk< 
to  be  seen  as  unmerited  and  due: 
family  fortune  and  status." 

Parents  need  to  help  their  mone>! 
offspring  deal  with  the  suspicion  tl 
people  like  them  only  for  their  morj 
or  that  they  are  different  or  alien  l 
cause  they  have  money.  Self-hi 
groups  of  people  who  have  inheril 
or  expect  to  inherit  wealth  hg 
sprung  up  in  a  number  of  cities. 

Many  parents  fail  to  include  mon 
management  as  part  of  their  cH 
dren's  expensive  educations.  "Dj 
with  them  openly  and  straightfl 
wardly  about  the  money  itself,"  La 
says.  "Let  them  know  where  it  cai 


Especially  important, 
says  Levy,  rich  kids 
must  learn  not  to 
quit  when  things 
aren't  going  their 
way  and  not  to  buy 
their  way  out  of 
messy  situations. 


from  and  what  will  be  coming 
them,  so  they're  comfortable  with  t 
money,  and  it's  not  dark  and  shan 
ful."  And  don't  hold  inheritance  o' 
a  child's  head  as  a  means  of  cont: 
unless  you  want  that  child  to  learm 
be  weak — or  to  despise  you. 

Finally,  parents  should  gi 
thought  to  how  much  to  give  thi 
children,  and  when  to  give  it.  Trai 
tionally,  children  came  into  their 
hentance  at  21.  But,  says  Lej 
"Many  wealthy  parents  have  decid 
that  the  line  should  be  drawn  so  tt 
the  young  people  will  have  to  supp< 
themselves,  at  least  partially,"  befc 
inheriting  large  sums.  But  once  t 
decision  is  made,  whether  it  is  21 
35,  adds  Levy,  make  sure  the  chiidr 
understand  what  is  going  to  happ 
and  the  reasons  for  the  decision. 
•  Concludes  Levy,  "Inheriting  si 
stantial  wealth  is  neither  an  unad 
terated  good  nor  a  catastrophe.  Pre 
lems  do  come  with  it,  but  an  awa 
ness  of  these  problems  by  caring  a 
thoughtful  parents  can  go  very  far 
ward  making  it  possible  for  inheriu 
to  live  lives  which  are  full,  creati 
and  satisfying." 

The  problem  is  not  wealth,  after  £ 
It's  character  and  values.  With  t 
right  kind,  kids  can  get  over  anythir 
Even  money.  ■ 
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SHE  FIRES  YOUR  IMAGINATION.  FIRE  BACK. 


Every  quality  diamond  of  a 
at  or  more  is  one  of  natures  rarest 
d  most  exquisite  phenomena  — 
th  more  fire;  more  sparkle  and 
ntillation. 

Each  is  a  visible  reflection  of 
u.  Unique  in  all  the  world; 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4(§s:  Cut,  Color,  Clarity  and 
Carat -weight.  These  determine  the 
value  of  a  diamond— and  to  an 
astonishing  degree;  the  beauty  and 
value  of  your  jewelry 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


•  ring  shown  features 
lality  diamond  of  3.59  carats, 
more  information, 
1-800-543-8800  Ext.  283. 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
A  FIRE  RARELY  SEEN. 


Press  Clippings 


For  Keith  Gormezano,  making  the  Forbes 
list  of  the  400  richest  people  in  America 
was  an  obsession.  That  led  to  his  undoing. 

The  case  of 
the  paper  empire 


Keith  Gormezano  and  his  first  letter  to  Forbes 

The  first  clue  came  from  the  Library  of  Congress. 
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By  Carol  Smith  Monkman 

It  started  with  an  innocent 
phone  call  from  Forbes  to  the  Se- 
attle Post-Intel  ligencer,  asking  then 
business  editor  Graham  Fysh  what  he 
knew  about  Keith  Gormezano.  Gor- 
mezano had  said  he  was  chief  execu- 
tive and  51%  owner  of  Seattle-based 
Le  Beacon  Presse.  He  claimed  total 
revenues  of  $666  million,  close  to 
those  of,  say,  publishing  giant  Mac- 
millan  Inc.  ($677  million  in  1985).  If 
that  were  true,  Gormezano  would 
qualify  for  The  Forbes  Four  Hundred. 

Fysh,  my  editor  on  the  paper,  recog- 
nized Gormezano's  name  but 
couldn't  recall  anyone  ever  interview- 
ing the  man,  so  I  was  put  on  the  story, 
quick,  before  the  rival  paper  figured 
out  this  might  be  one  of  the  richest 
men  in  the  country. 

When  I  called,  I  got  the  first  pecu- 
liar hint  that  I  wasn't  going  to  be  able 
to  dash  this  story  off  between  my  oth- 


er business  beats.  This  big  company's 
phone  number  was  covered  by  an  an- 
swering machine. 

The  tape  told  me  I  had  reached  "Le 
Beacon  Presse,  an  Inc.  500  company," 
and  that  Chief  Executive  Gormezano 
was  in  Who's  Who  in  the  West.  "The 
company  is  also  listed  in  Dun  &  Brad- 
street's  Million  Dollar  Directory,  1985 
edition,"  the  tape  continued.  "If  you 
have  a  specific  inquiry  to  a  specific 
department  head,  we  suggest  that  you 
do  a  little  research,  because  we  are  a 
research-oriented  company." 

Just  what  I  needed,  an  eccentric 
millionaire  with  an  ego  to  match  his 
fortune.  I  left  a  message  and  started 
my  research. 

Gormezano  called  me  a  few  days 
later.  He  was  very  polite  but  entirely 
too  busy  for  an  interview  right  now, 
he  said.  He'd  be  happy  to  answer  a  few 
questions  for  background. 

The  company  published  Who's  Who 
directories  for  regions  all  over  the 


world,  he  said.  Its  rapid  growth  v 
the  result  of  acquisitions  aimed 
vertical  integration — a  paper  mill 
distribution  house.  He  reeled  off  sa 
figures,  said  the  acquisitions  were 
veraged  buyouts  and  added  that  t 
company  was  49%  owned  by  its  e 
ployees,  the  majority  of  whom  w< 
minorities.  About  150  of  his  398  e 
ployees  worked  at  the  Seattle  he; 
quarters'  main  publishing  plant  "ji 
north  of  the  university  district." 

Gormezano  told  me  everythinj 
wanted  to  know  except  the  location 
his  publishing  plant.  Le  Beacon  vi 
deluged  by  job  seekers  and  insuran 
agents  every  time  the  company  y\ 
mentioned  in  the  national  press, 
explained.  That's  why  he  had  resort 
to  screening  calls  with  an  answeril 
machine.  People  who  had  legitima 
business  with  the  company  reached 
by  another  number,  which  he  c 
clined  to  give  me.  This  was  a  privd 
company,  he  said. 

My  hackles  were  up.  I  decided 
didn't  have  much  to  lose  by  offendi 
him,  so  on  impulse  I  told  him  I  didi' 
think  his  company  existed.  It  w 
really  more  a  ploy  to  get  him  to  cou) 
up  the  address  than  a  serious  accus 
tion,  and  it  didn't  work.  But  the  mo 
I  thought  about  it,  the  more  I  wa 
dered.  What  proof  did  we  have? 

I  soon  realized  it  is  one  thing 
prove  something  exists.  It  is  quite  a 
other  to  prove  it  doesn't. 

Like  any  daily  reporter,  I  starti 
working  the  phone.  I  found  the  con 
pany  didn't  have  a  license  to  do  bu} 
ness  within  Seattle  city  limits  b| 
was  registered  as  a  sole  proprietors!! 
for  tax  purposes. 

An  editor  at  Inc.  magazine  said  tl 
company  had  submitted  a  fmanci 
statement  signed  by  an  auditor  froi 
Arthur  Andersen  &  Co.  Dun  &  Bra- 
street  assured  me  that  to  get  into  tl 
Million  Dollar  Directory  a  company  hi 
to  have  a  credit  rating.  The  company 
largest  subsidiary — Gormezano  Re 
erence  Publications — was  in  Standa; 
&  Poor's  1986  business  directory 

Everything  was  pointing  to 
company's  legitimacy.  Books  in  Prit 
the  standard  reference  tool  of  boc 
buyers,  listed  dozens  of  books  pu 
hshed  by  Le  Beacon  Presse  comple 
with  Library  of  Congress  number 
None  of  the  libraries  or  bookstores  1 
the  area  carried  the  books,  but  tli 
Library  of  Congress  told  me  bool 
with  LC  numbers  had  to  have  bee 
published.  I  called  some  attorney 
Yes,  it  was  strange  that  a  compar 
that  turned  over  two-thirds  of  a  bi 
lion  dollars  was  run  as  a  sole  propr 
etorship,  but  it  wasn't  impossible 

If  the  company  was  49%  employe" 
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rbes  Presents  The 
st  of  The  Good  Life 
Our  Best  Selling 
ue  of  The  Year! 

e  Date:  Forbes  400  Oct.  26, 1987 
sing  Date:  August  31, 1987 

bes,  long  recognized  for  providing 
ortant  business  information  that 
n  helps  build  fortunes,  will  exam- 
how  successful  professionals  en- 
,their  wealth  in  a  special  advertis- 
supplement.  "The  Best  of  Every- 
g,"  appearing  in  the  1987  Forbes 
■  Richest  Americans  issue,  is  a 
}ue  opportunity  for  advertisers  of 
l>erior  quality  products  and  ser- 
5S  to  reach  a  powerful  consumer 
'ket. 

The  Best  of  Everything"  will  high- 
t  the  high  life  of  rich,  upscale  con- 
pers.  Forbes  will  conduct  a  year- 
g  search  for  the  best  resorts,  auto- 
biles,  apparel,  jewelry,  airlines,  investments,  rec- 
tion,  entertainment,  and  other  personal  and 
jsehold  assets.  The  text  will  examine  the  quality  and 
;rall  appeal  that  make  these  products  and  services 
ie  Best"  in  their  categories  and  part  of  the  affluent 
style. 

e  Best  List  and  The  Rich  List 

he  company  of  the  Forbes  400  Richest  Americans, 
ie  Best  of  Everything"  will  provide  unique  insight 
)  how  the  monied  set  spends  its  riches.  As  Forbes' 


biggest  issue  of  the  year,  it  offers  ex- 
tended visibility  and  longevity  through 
advertising  and  promotion  cam- 
paigns, plus  bonus  newsstand  distri- 
bution totaling  150,000  copies.  Sup- 
plement advertisers  receive  addition- 
al merchandising  support  in  the  form 
of  free  reprints  of  the  section  and 
reader  service  card  listing. 

The  Best  Consumer  Audience 

Your  message  in  "The  Best  of  Every- 
thing" will  reach  Forbes'  wealthy  con- 
sumers who  have  substantial  buying 
power.  Forbes  reaches  nearly  2.6  mil- 
ion  total  affluent  readers  and  a  total 
guaranteed  circulation  of  720,000.  Of 
Forbes'  subscribers  : 
One  in  every  3.5  are  millionaires. 

•  Average    household  income 
$139,000. 

•  Average  net  worth  is  $1,146,363. 

•  78%  own  two  or  more  cars. 

•  67%  hold  valid  passports. 

•  91%  are  college  educated. 

•  75%  serve  or  drink  nationally  advertised  liquor. 
Sources:  Don  Bowdren  Associates,  1985;  MMR,  1986 

"The  Best  of  Everything"  may  be  your  best  opportuni- 
ty to  reach  these  highly  affluent  and  upscale  readers  in 
1987.  For  additional  information  on  this  special  adver- 
tising supplement, 
please  call  Arnold    ■  ^ 
J   Prives  at  (212)  r^/Yff*H^f*Q 
620-2224,  or  con-   K  VFJL  l/VIJ 

representative        l^iipilUllSt  lOOl 

*  Forbes  Magazme-60  Fifth  Ave  NY  .N.V  10011 


Seattle  Post-Intelligencer  reporter  Carol  Smith  Monkman  and  editor  Graham  Fysh 

It  is  one  thing  to  prove  something  exists.  It  is  quite  another  to  prove  it  doesn't. 


Press  Clippings 


owned,  why  wasn't  it  registered  as  a 
corporation  or  a  partnership? 

Calls  to  Arthur  Andersen  in  Seattle 
and  Chicago  turned  up  a  significant 
fact — the  accounting  firm  had  no  re- 
cord of  Gormezano  as  a  client.  So  the 
financial  statement  might  have  been 
faked.  But  even  that  didn't  prove  the 
company  didn't  exist. 

Then  the  Library  of  Congress  called 
back.  A  computer  check  showed  the 
numbers  had  been  requested,  but  the 
books  were  never  received  and  so  the 
numbers  were  not  officially  issued. 

lust  as  I  was  absorbing  this  news, 
the  phone  rang.  It  was  Gormezano. 
This  time  he  wasn't  polite.  He'd  just 
gotten  a  phone  call  from  Arthur  An- 
dersen. Arthur  Andersen's  name  was 
on  the  documents  "by  mistake,"  he 
said.  And  he  was  angry  about  my 
snooping  around.  I  took  a  deep 
breath- — I  had  only  circumstantial  evi- 
dence to  go  on,  so  I  decided  my  best 
bet  was  to  put  him  on  the  defensive: 

Why  didn't  the  Library  of  Congress 
have  copies  of  the  books  if  they  had 
been  published?  I  asked.  Why  was  the 
company  licensed  as  a  sole  proprietor- 
ship when  it  was  employee-owned? 
Why  wasn't  the  name  of  the  business 


protected  by  a  trademark?  Why  hadn't 
Marquis  Who's  Who  Inc.,  which 
would  be  Le  Beacon's  largest  competi- 
tor, ever  heard  of  him  or  his  company? 
Why  didn't  he  have  the  city  business 
license  required  by  law?  Finally,  he 
cracked. 

Gormezano,  30,  admitted  he'd 
started  the  charade  five  years  earlier 
when  a  friend  bet  him  he  couldn't  get 
himself  listed  in  a  Who's  Who  directo- 
ry. The  bet  gradually  grew  into  a  full- 
fledged  fixation  for  Gormezano,  who 
in  real  life  was  a  second-year  law  stu- 
dent. There  was  no  multimillion-dol- 
lar publishing  empire.  The  address 
listed  in  dozens  of  directories  as  Gor- 
mezano's  world  headquarters  is  actu- 
ally that  of  the  modest,  two-story 
apartment  building  he  manages. 

But  only  he  knew  this  when  he  be- 
gan collecting  lists  and  directories 
with  his  name  in  them  the  way  a 
hunter  collects  trophies.  He  said  he 
was  also  listed  by  OHOYO  as  one  of 
1,000  prominent  Native  American 
women  (using  the  name  Keth  Gorme- 
Zano]  and  Who's  WIjo  Among  Black 
Americans  (he  is  not  black).  Along  the 
way,  he  had  his  nonbusiness  certified 
by  state  and  local  authorities  as  minor- 
ity-owned and  spent  S900  on  things 
like  business  cards.  He  even  began 
mentioning  his  phantom  accomplish- 
ments in  cocktail  conversation. 


He  claimed  he  never  used  the  inn 
mation  for  financial  gain.  But  later  I 
challenged  me  to  try  making  thin 
up  on  a  loan  application  sometim 
He'd  buy  me  lunch  if  they  check 
everything  out,  he  said. 

Gormezano's  endeavor  emb; 
rassed  and  angered  a  lot  of  peop 
from  the  dean  of  his  law  school  to  t 
editors  at  hie.  He  did  it,  he  said, 
prove  how  easy  it  is  to  get  on  lists  ai 
to  show  that  too  many  people  take  t 
much  for  granted. 

Maybe  so.  But  Gormezano  toi 
something  for  granted,  too.  Not  lo: 
after,  an  attorney  friend  of  mine  fom 
Gormezano  listed  in  yet  another  < 
rectory — Tlje  1985  Legal  Directory 
Washington  State  Lawyers.  In  this  stai 
representing  yourself  as  a  lawy 
when  you're  not  is  not  only  unethic. 
it's  against  the  law.  Gormezano 
how  out  of  law  school,  his  final  ye 
unfinished.  The  Washington  State  B 
Association  is  not  taking  actii 
against  him  but  says  his  "involv 
ment  with  setting  up  a  fraudule 
company"  will  be  considered  if  1 
ever  applies  to  practice  law. 

Gormezano  still  has  his  one  gen 
ine  executive  position — manager 
the  apartment  building  that  serv* 
him  as  home  and  international  hea 
quarters.  But  he  isn't  talking  to  t 
porters  any  more.  ■ 
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The  Adventurers. 


26  million  mature  Americans,  it's  the  time  of  their  life. 


New  jobs.  New  hobbies.  New 
interests.  For  most  of  mature 
America,  every  day  is  a  new 
adventure.  Like  never  before, 
they're  feeling  a  lot  better.  About 
themselves,  their  lives,  their  con- 
tributions to  society.  For  the  first 
time,  they  have  new  time  to  exer- 
cise their  bodies,  their  minds,  their 
options.  They're  pouring  their  new 
found  energy  into  new  projects. 
Helping  to  fight  crime  in  their 
communities.  Doing  something  as 
basic  as  learning  to  cook.  Discov- 
ering life's  simple  little  pleasures 
all  over  again. 

For  26  million  mature  Americans, 
the  authority  on  their  new  lifetime 
is  Modern  Maturity  Magazine. 
In  every  issue  minicourses  educate.  Articles 
stimulate.  Opening  new  horizons, broadening  their  vision, 
teaching  them  about  new  health, 
new  food,  new  culture.  Helping 
them  chart  their  new  life  course. 
For  fifty  and  beyond,  the  real 
adventure  is  only  just  beginning. 

If  you  have  something  to  say 
to  mature  America,  add  your 
voice  to  their  voice-in-print, 
Modern  Maturity.  For  advertis- 
ing details,  call  Peter  Hanson 
at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


Press  Clippings 


My  doctor  asked  me  for  an  appoint- 
ment. I  agreed  to  see  him  that  eve- 
ning. He  looked  awful. 

"How  are  we  feeling  these  days?" 
I  asked. 

"Worried,"  he  said.  "Gravely, 
gravely  worried." 

I  knew  what  he  meant.  A  lawyer 
had  him  on  the  hip  for  malpractice.  I 
felt  a  fleeting  sense  of  gratitude  for 
having  chosen  a  $30-a-week  job  in 
journalism  back  in  1947  when  all  my 
fraternity  brothers  headed  for  med 
school  with  dreams  of  Park  Avenue 
real  estate. 

"Which  lawyer  nailed  you?"  I  asked 
my  doctor.  "You'd  better  hope  it's  not 
Melvin  Belli,  the  king  of  torts." 

He  spoke  another  name.  I  had  seen 
that  name  on  Malcolm  Forbes's  list  of 
the  400  lawyers  who  had  gone  from 
rags  to  millions  in  less  time  than  it 
takes  to  make  a  jury  go  for  an  insur- 
ance company's  jugular. 

"Doc,"  I  said,  "I'm  afraid  I  have 
heard  of  this  man." 

— Russell  Baker, 

New  York  Times  Magazine 

This  is  the  season  when  Forbes  maga- 
zine publishes  its  annual  list  of  the 
400  richest  people  in  America,  and 
once  again  I  didn't  see  your  name 
there.  Been  sloughing  off,  have  we? 
Oh  well,  maybe  next  year.  Although 
it's  only  four  years  old,  The  Forbes 
Four  Hundred  is  already  almost  an 
American  tradition.  This  brilliant 
marketing  stroke  by  Malcolm  Forbes 
is  an  example  of  American  capitalism 
at  its  most  creative:  enriching  your- 
self by  inventing  something  people 
didn't  even  know  they  wanted  and 
convincing  them  that  they  can't  do 
without  it. 

— TRB, 

The  New  Republic 

Ah,  yes,  there  is  doom  and  gloom 
floating  around — a  lot  of  it.  We  have 
high  taxes  and  high  deficits  and  tough 
international  competition — the  list 
could  go  on,  but  you  get  the  idea. 

Maybe  the  world  is  flat  and  we're 
going  to  sail  off  the  edge  some  day. 
Either  inflation  or  deflation  will  sure- 
ly wipe  us  out,  so  why  try?  We  hear  a 
lot  of  this. 

Take  it  somewhere  else,  please. 
Give  me  a  few  guys  like  Sam  Walton, 
Ross  Perot  and  David  Packard.  They 
and  their  kind  are  the  ones  who  keep 
the  system  working. 

— Robert  Nash, 

Waco  [Tex.]  Tribune-Herald 


Like  most  people,  we  find  it  diffi- 
cult— actually,  impossible — to  com- 
prehend the  amount  of  wealth  that 
people  on  The  Forbes  Four  Hundred 
possess.  All  we  can  relate  .to  is  that 
the  people  listed  probably  don't  have 
to  juggle  bills  each  month  or  worry 
about  whether  they  can  afford  to  un- 
load the  old  jalopy  for  a  newer  model. 
Nor  are  they  like  far  too  many  of  their 
countrymen,  who  don't  wonder  what 
they'll  eat  for  dinner — but  rather  if 
they'll  cat. 

— Register-Guard, 
Eugene,  Ore. 

Forbes  magazine  has  just  released  its 
list  of  the  richest  people  in  America 
and  it  is  enough  to  make  your  toes, 
in  their  cheap  grocery-rack  socks, 
curl  up. 

I  couldn't  keep  up  with  the  billions 
and  millions  except  to  sneer  at  the 
poor  jerks  on  the  bottom  of  the  list 
who  only  had  SI 50  million.  I'll  bet 
their  embarrassed  butlers  and  maids 
are  standing  in  line  applying  for  jobs 
with  the  higher-ups. 

If  people  get  tired  of  watching  Life- 
styles of  the  Rich  and  Famous,  they 
may  come  up  with  a  show  called 
Lifestyles  of  the  Humdrum  and  Middle 
Class.  Then  I'll  have  something  I  can 
identify  with. 

Meanwhile  I'll  keep  on  drinking 
gasoline  and  polishing  my  Nikcs  with 
Mars  Bars.  I  certainly  do  not  want  to 
be  the  one  to  puncture  their  Gucci 
balloons. 

— Neeva  Archer, 
Keynoter, 
Marathon,  Fla. 

Dear  Sam  Walton: 

Could  I  have  ten  minutes  of  your 
time? 

You  see,  I've  been  doing  some  figur- 
ing since  Forbes  magazine  this  week 
said  you  were  the  richest  man  in 
America.  They  say  you  are  worth  at 
least  $2.8  billion. 

If  all  your  money  was  in  a  bank 
drawing  10%,  you'd  be  making  about 
S3 1,963  an  hour,  $532.72  a  minute,  or 
S8.88  a  second. 

Now,  it  took  us  two  years  to  pay  for 
the  daughter's  braces,  but  that's  out  of 
the  way  and  I  won't  bug  you  for  that. 

But  if  I  could  have  about  four  sec- 
onds of  your  income,  I  can  cover  the 
bill  for  the  cookies  we're  having  to 
buy  to  support  her  band  and  the  candy 
we're  purchasing  to  support  the  son's 
school. 

The  income  you  earn  while  getting 
dressed  in  the  morning  would  just 
about  cover  our  credit  cards  and 
Christmas  shopping. 

And  with  the  money  that  you  earn 


during  a  quick  trip  to  the  bathroo 
I  could  just  about  repair  the  outboj 
motor  and  cover  the  remainder 
the  bills. 

Naturally,   there  are  others  o 
there  who  could  also  use  a  few  mi 
utes  of  your  time,  but  they  probal 
wouldn't  be  as  appreciative. 
Ten  minutes,  Sam,  that's  all  I  asl 
—Bill  Ba 
The  Ledg 
Lakeland,  F 

When  we  reach  for  a  name  symbol] 
ing  wealth  today,  we  still  say,  "Ri 
as  Rockefeller,"  even  though  t' 
Croesus  from  Cleveland  has  b 
gone  from  the  mortal  scene  for  ha 
century.  Hardly  anyone  today  stri 
to  make  a  point  by  saying,  "He's 
rich  as  John  Werner  Kluge,"  or,  "Sh 
as  rich  as  Sam  Moore  Walton." 

But  don't  curl  your  lip  (the  up 
one,  always  reserved  for  curling 
course)  at  the  mention  of  such  nam 
in  the  Big  Bucks  Department.  S 
Walton  of  Bentonville,  Ark.,  is  s 
posed  to  be  worth  $2.8  billion,  no 
trifling  sum,  even  in  the  exclusi 
Rockefeller  League. 

Forbes  magazine,  which  has  a  pai 
noiac  preoccupation  with  wealt 
published  a  list  of  the  top  400  Amei 
cans  in  terms  of  money  a  few  mont 
ago  and  it  was  a  wholly  forgettab 
grouping  of  names,  without  a  thre 
to  the  established  celebrities  out 
the  past. 

— George  Condo) 
Sun  Scoop  Jounu 
Euclid,  Oh: 

William  F.  Buckley  Jr.:  You  become 
beautiful  person  if  it  turns  out  you'i 
the  richest  man  in  America.  A  beauC 
ful  person  was  created  last  week, 
never  heard  of  him  before.  His  nam 
is  Mr.  Walton  and  Forbes  said  he  j 
the  richest  man  in  America. 
John  Gross:  There's  nothing  like  Tt 
Forbes  Four  Hundred  anywhere  1 
the  world.  The  actual  document  an 
the  interest  it  assumes  people  hav 
in  the  wealthy,  is  just  extraordinary 
Barbara  Howar:  And  a  shopgirl  froi 
Bloomingdale's  reads  The  Forbe 
Four  Hundred  as  avidly  as  a  corpc 
rate  vice  president.  The  captains  c 
industry  and  commerce  are  the  nei 
celebrities. 

Liz  Smith:  Money  is  the  new  sex  i 
America.  Even  Helen  Gurley  Brow 
admits  that  her  Cosmo  girls  are  muc. 
more  interested  in  reading  abou 
women  who  make  it  in  business,  lik 
Diane  Von  Furstenberg,  than  abou 
multiple  orgasms. 

— Haiper 
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AEsT  BRINGS  YOU 

A PROGRAM 
HAT  CONTINUES  TO 
MAKE  HISTORY* 


Three  years  ago,  The  MacNeil/Lehrer  Report  became 
The  MacNeil/Lehrer  NewsHour— and  made  history  as  the  first 
hour-long  evening  news  program  on  national  television. 

Through  in-depth  analysis  and  interviews  with  expert 
guests,  Robert  MacNeil  and  Jim  Lehrer  have  been  helping  many 
of  us  better  understand  the  complex  world  we  live  in. 

We  at  AT&T  began  supporting  the  MacNeil/Lehrer 
approach  to  the  news  in  1979.  We're  still  doing  it  today. 

We  re  proud  of  the  association.  We  believe  it's  one  more 
reflection  of  our  commitment  to  excellence.  In  business.  And  in 
the  quality  of  life. 

The  MacNeil/Lehrer  NewsHour. 
Weeknights  on  PBS.  Have  a  look  for 
yourself.  See  why  we're  so  proud. 


AT&T 

The  right  choice. 
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"Inside  Print"  Interview  (Continued from  page  24) 

agencies  to  make  commercials,  why  aren't  more  creative 
and  media  types  turned  on  to  doing  print  ads? 

MSF:  You  know,  the  making  of  money  is  not  incidental 
to  most  people.  For  the  agencies,  as  you  point  out  and  as 
everybody  knows,  the  big  bucks  are  when  they  make  a 
commercial  that's  aired  in  the  millions  of  dollars'  worth  of 
time  and  repetitions.  With  a  print  ad,  all  you  can  do  is  run 
the  same  ad.  But  a  lot  of  people  don't  realize  that  certain 
ads  take  on  a  life  of  their  own,  they're  so  good.  The  great 
Volkswagen  series,  and  some  of  the  greatest  series  you  can 
think  of,  had  a  lasting  impact  because  they  were  in  print. 
They  hit  the  eye  in  the  mind.  Print  ads  don't  bounce  off  the 
ear  while  the  eye  waits  for  the  show  to  resume.  The  ad  is 
the  show  when  it's  in  print. 

So,  my  feeling  is  that  there  has  been  a  lot  of  genius  in 
print,  but  the  quickest  bucks — and  that's  not  said  in  a 
derogatory  way — are  in  a  good  TV  commercial.  Because 
once  done,  it  can  be  used  again,  and  many  times  that 
involve  millions  of  dollars.  So,  it's  understandable. 

There's  a  lot  of  good  stuff  in  print.  The  liquor  ads,  for 
instance,  they  can  say  nothing,  but  some  of  them  are  so 
well  done  they  make  their  impact.  So,  I  think  there  is  a  lot 


You  cannot  assume  one  ad  is  enough; 
you've  got  to  repeat  the  message  to  have 
it  stick.  Not  doing  advertising  is  the 
thing  companies  can  least  afford. 

of  genius  in  print,  as  well  as  a  lot  of  dull,  mundane  stuff. 
But,  since  an  agency  sometimes,  depending  on  the  prod- 
uct, doesn't  make  as  much  with  print  as  they  do  with  the 
commercials,  it's  understandable. 

Agencies  have  to  be  clever.  If  you've  got  hundreds  of 
thousands  of  dollars  riding  on  a  30-second  spot,  you  just 
have  to  be  damned  careful.  If  you've  got  12  spreads  com- 
ing, but  one  that  doesn't  quite  measure  up  to  what  you  had 
in  mind,  you've  still  got  12  chances.  So,  if  the  first  three  or 
four  excite  the  customer  and  are  therefore  exciting  to  the 
client,  your  batting  average  will  be  O.K.  You  can't  strike 
out  on  the  TV  media  in  a  spot;  it's  expensive  stuff. 

Inside  Print:  Any  up-and-coming  industries  or  product 
categories  that  you  see  becoming  major  print  advertisers 
right  now? 

MSF:  Well,  in  this  computer  age,  everything  gets  down 
to  that  little  transistor  chip.  We've  just  begun  to  feel  and 
sense  the  totality  of  how  that's  going  to  change  lives — the 
lifespan  and  medicine  as  well  as  projections  and  research 
that  can  be  done  instantly. 

Everything  from  lifespan  to  lifestyle  is  all  going  to  be 
related  to  service.  It's  going  to  be  hard  to  distinguish 
industrial  from  service.  The  technology's  advancing  so  fast 
and  the  transistor  is  getting  such  infinite  capability  that 
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it's  become  a  form  of  manufacturing  toothpaste.  A 
where  you  turn,  there  are  so  many  new  concepts 
totally.new  ways  of  doing  something  that  making  pec 
aware  of  the  mousetrap  is  where  there  is  tremend 
potential  growth  in  advertising. 

I  see  ever-expanding  new  products  and  the  need  torn 
people  aware  of  them.  And,  fortunately,  a  lot  of  t 
competition  is  going  to  be  among  people  with  deep  pocki 
So,  the  manufacturers  don't  all  have  to  grow  from  the  acl 
and  then  afford  a  page  in  the  local  paper.  Most  of  the  q 
businesses  are  free  enterprise;  they're  small.  And  they 
grow,  sometimes  rapidly,  as  we  saw  in  Silicon  Valley. 

But  the  big  boys,  if  they're  going  to  stay  big,  can't  s| 
stagnant.  In  their  laboratories,  in  their  research,  in  trj 
development  and  in  their  acquisition  programs,  they 
aware  (if  they're  any  good)  that  to  be  big  and  to  stay  t 
way,  they  have  to  be  ahead  of  what's  around  the  cornel 

Customers  can't  know  what  it  is  until  it's  available 
them  to  buy.  I  would  say  that,  for  print  advertising  i 
advertising  in  general,  there  is  little  probability  of  a  les 
number  of  advertisers. 

Inside  Print:  What  advice  do  you  have  for  advertisersi 
how  to  get  the  most  out  of  their  magazine  advertising! 

MSF:  I  think  frequency.  Again  that  sounds  self-servu 
but  it's  like  a  dripping  faucet.  You  cannot  assume  one 
no  matter  how  good,  is  enough.  Frequency  is  not  just  s» 
serving  for  the  agency  or  the  magazine,  it's  essential.  If  ^ 
analyze  human  nature  you've  got  to  repeat  the  message 
have  it  stick.  Magazines  selectively,  impactfully,  read 
group  that's  important  to  you,  or  you  don't  use  them.  N 
doing  advertising  is  the  thing  companies  can  least  affa 
and  I  can  think  of  very  few  areas  where  this  wouldn't 
applicable. 

Inside  Print:  What  parts  are  Forbes  and  your  rec« 
acquisition,  American  Heritage,  playing  in  the  total  schei 
of  your  life  these  days? 

MSF:  The  core  of  my  own  personal  life.  People  say,  "Y 
travel,  you  have  all  these  other  interests."  Nothing  to  i 
is  more  exciting  than  coming  to  my  desk  in  the  mornii 
I'm  itchy.  If  I'm  away  more  than  two  weeks,  I  call  eve 
day.  I'm  eager  to  know  what's  happening;  I  can't  wait 
get  back.  And  I  love  the  travels  which  relate  both  to  t 
business  and  pleasure.  But  no  pleasure  exceeds  coming 
work  in  the  morning.  After  all,  I'd  have  to  be  pretty  stuf 
not  to  enjoy  it.  When  you're  the  boss  and  when  you  like 
express  opinions,  having  a  medium  where  no  editor  c 
edit  you.  Not  that  it  doesn't  need  it,  it's  just  that  nobo 
dares  to  do  it.  I  want  to  keep  it  that  way.  We've  got  t 
many  able  editors  up  there,  and  by  the  time  they  we 
through,  my  pages  would  be  blank.  They  have  to  stick 
their  merits,  but  if  you  own  the  damn  four  pages,  you  cj 
fill  them  as  you  see  fit.  ■ 
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islands  on  earth— and  now,  at  last, 
there's  a  magazine  devoted  to  letting 
explore,  experience  and  savor  the  best 
^em.  It's  called  ISLANDS,  and  it's  a 
bration  of  islands  and  the  qualities  that 
2  earned  them  a  special  place  in  the 
nan  imagination. 

:eive  a  sample  issue  .  .  .  FREE! 

think  you'll  love  ISLANDS, 
r  COMPLIMENTARY  FIRS 
return  the  attached  postpaid  c 
;n  kick  back,  relax  and  get  ready  to  run  awa 
~i  us  to  the  most  intriguing  places  on  earth. 


Box  888.  Farmingdale,  NY  11737 


FINANCIAL  INFORMATION 
SO  INSIDE,  IT  S  ALMOST 


OF  THE  BOARD. 


When  it  comes  to  your  investments, 
"time  is  money"  is  not  a  cliche. 
It's  gospel.  The  longer  it  takes 
you  to  find  out  what  insiders  know, 
the  more  it  costs  you.  That's  why  it 
pays  to  watch  Financial  News 
Network  on  cable  television. 

From  6am  to  7:30pm,  Monday 
through  Friday,  FNN  provides  a 
constant  stream  of  news  as  well  as 
stock,  bond  and  commodity 
updates  and  analyses. 


There  are  commentaries  and 
interviews  with  personalities  who 
are  a  veritable  "who's  who"  of 
business,  economics  and  personal 
finance.  There  is  also  FNN's 
continuous  coverage  of  NYSE 
and  AMEX  trading,  plus  the  only 
NASDAQ  "over  the  counter" 
stock  ticker  anywhere.  And  it's 
all  live  and  immediate.  In  fact, 
when  news  breaks,  FNN 
viewers  know  it  and  can  use 
it  within  minutes. 
That's  about  as  inside 
as  you  can  get. 


Another  benefit.  FNN  viewers  a 
also  purchase  DBC/MarketWatd 
services  for  real  time  stock  andl 
option  quotes  direct  to  their 
personal  computers. 


FINANCIAL  NEWS  NETWORK 


AS  INSIDE  AS  YOU  CAN  GET 


_ 


So  tune  in  FNN  today. 
Consult  your  local 
cable  listings  forti 
FNN  channel  ores 
your  cable  operat 
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Capital  Markets 


MONEY  &  INVESTMENTS 


drport  bonds  are  intriguing  investments 
lespite  the  problems  of  certain  airlines. 


PIE  IN  THE  SKY 


By  Ben  Weberman 


with  all  the  turmoil  in  the  airline 
ndustry,  you  might  think  airport 
pvenue  bonds  are  being  buffeted  in 
he  market.  Not  so.  Those  that  are 
Ictively  traded  are  relatively  high  in 
hice,  low  in  yield  for  their  quality 
tnd  maturity.  That's  because  of 
tome  uncertainty  about  their  status 
ifter  tax  reform  and  because  of 
uirky  sinking  fund  requirements 
nany  of  them  have.  For  all  of  this, 
here  is  good  value  here. 

Why  the  uncertainty  about  the 
ax  treatment  of  newly  offered  air- 
>ort  bonds?  The  interest  paid  on  a 
;iven  airport  issue  may  be  exempt- 
:d  from  all  federal  taxes  if  the  bonds 
ure  classified  as  serving  an  essential 
government  function.  But  classified 
mother  way,  as  private  purpose 
)onds,  interest  on  the  same  securi- 
ties would  be  subject  to  all  the  pen- 
alties now  in  place  for  industrial 
evenue  bond  issues.  An  airport  ter- 
ninal  that  is  used  by  a  single  air- 
ine,  for  example,  could  fall  into  ei- 
her  category. 

Note  that  the  Tax  Reform  Act  of 
1986  makes  a  distinction  between  a 
restaurant  primarily  built  to  serve 
Dassengers  and  one  chiefly  serving 
local  citizens.  Interest  on  money 
borrowed  to  build  the  latter  would 

ten  Weberman  is  a  senior  editor  of  Forbes 
magazine. 


not  qualify  for  tax  exemption. 
These  uncertainties  have  stifled 
new  supply,  and  so  temporarily 
pushed  up  prices. 

Airport  bond  prices  also  get  a  lift 
when  they  are  subject  to  annual 
sinking  fund  redemption  require- 
ments. Airport  bonds  are  usually 
sold  with  a  single  maturity,  and  por- 
tions must  be  called  each  year  in 
line  with  theoretical  wearing  out  of 
the  facilities. 

The  calls  can  be  made  through 
open  market  purchases  of  the  re- 
quired amount,  which  are  then  re- 
tired, or  through  legal  call  of  out- 
standing securities  at  the  specified 
sinking  fund  redemption  price.  Issu- 
ers use  whichever  technique  is 
cheapest,  of  course.  But  in  either 
case,  the  effect  of  the  process  is  to 
set  a  floor  under  the  bonds  even  if 
interest  rates  are  rising  and  most 
market  prices  are  falling. 

There  is  a  further  complication. 
Some  airport  bonds  are  issued  in  the 
name  of  an  airport  authority  but  are 
really  backed  by  one  or  more  air- 
lines that  actually  build  the  facili- 
ties and  benefit  from  them.  That's 
the  case  with  some  issues  of  the 
Dade  County  Port  Authority  in  Mi- 
ami. They  are  really  credits  of  East- 
ern, even  though  they  are  issued  by 
the  Port  Authority. 

The  fact  that  a  certain  airline  may 
be  having  problems  should  not  nec- 
essarily cool  your  interest  in  the 
bond  it  backs.  Even  if  the  line  were 
to  go  into  bankruptcy,  other  lines 
could  well  be  on  standby,  eager  to 
take  over  its  terminal  gates,  support 
facilities  and  takeoff  slots.  Repay- 
ment of  bonds  in  such  cases  would 
be  assured. 

Carl  Derrey,  a  trader  with  Barr 
Brothers  &  Co.,  a  municipal  bond 


dealer  that  specializes  in  the  pur- 
chase of  sinking  fund  bonds  for 
tender  to  the  issuer,  thinks  a  good 
many  airport  revenue  bonds  are  at- 
tractive right  now.  Dade  County 
Port  Authority  (Eastern  Airlines)  8s 
of  1998  are  trading  close  to  100  to 
yield  about  8%,  for  example,  chiefly 
because  Eastern  itself  has  been  un- 
der a  cloud. 

Another  Dade  County  issue  for 
Eastern,  the  8vrs  of  1998,  are  trading 
at  103  to  yield  8.20%.  But  Derrey 
thinks  the  bonds  are  safer  than 
these  yields  imply.  Compare  them, 
he  says,  with  Massachusetts  Health 
&  Education  Al-rated  6.5s  of  1997 
trading  at  par.  On  an  equivalent  ba- 
sis you  get  more  than  1.5%  more 
yield  than  on  the  education  bonds, 
Derrey  says. 

Stephen  C.  Kris,  vice  president  of 
municipal  research  at  Kidder,  Pea- 
body  &  Co.,  likes  bonds  issued  by 
Chicago's  OHare  International, 
which  is  an  integral  part  of  a  major 
transportation,  business  and  finan- 
cial community  whose  long-term 
prospects  are  promising.  He  thinks 
Hartsfield-Atlanta  International 
should  remain  financially  sound, 
with  its  credit  strengthening  over 
the  longer  term  as  outstanding  debt 
is  retired. 

Dallas-Fort  Worth  Airport  bonds 
are  attractive,  despite  the  Texas 
economy's  parlous  state,  because 
airport  traffic  is  showing  strong 
growth.  Its  bonds  currently  offer  a 
generous  yield,  as  if  the  airport  itself 
were  a  victim  of  cheaper  oil  prices. 
In  fact,  both  American  Airlines  and 
Delta  Air  Lines  use  the  field  as  a 
hub.  Together  they  account  for  83% 
of  the  airport's  traffic,  thus  insulat- 
ing the  airport  against  energy  prob- 
lems. (The  same  dominance,  of 
course,  has  a  flip  side.  What  hap- 
pens if  either  American  or  Delta 
should  decide  one  day  to  de-hub  the 
field?) 

To  be  avoided  are  certain  airports, 
such  as  Clark  County,  Nev., 
McCarran  International  Airport, 
serving  Las  Vegas,  that  are  essen- 
tially single-purpose  fields.  If  traffic 
to  the  casinos  drops,  a  realistic  pos- 
sibility, McCarran  International 
would  obviously  be  hit  hard,  jeopar- 
dizing its  revenue  bonds. 

Expect  flocks  of  airport  bonds  to 
fly  to  market  soon,  as  their  tax-ex- 
empt status  becomes  clear.  With 
volume,  prices  may  fall  a  bit,  but 
there's  no  reason  to  hold  out  for  the 
lowest  price.  Airport  bonds  are  a 
good  buy  now.  ■ 


Insights 


MONEY  &  INVESTMENTS 


An  astonishing  number  of  people  who 
have  prospered  apparently  haven  t  yet 
learned  how  to  enjoy  their  wealth. 


LEARNING 
TO  SPEND 


By  Srully  Blotnick 


It's  no  surprise  that  a  lot  of  people 
dream  of  being  rich.  But  you  would 
be  amazed,  as  I  am,  by  how  many  of 
the  dreamers  who  actually  make  a 
million  or  more  seem  not  to  know 
what  to  do  with  it. 

I  can  hear  some  folks  retorting,  as 
one  young  manager  did:  "Yeah?  If 
they  don't  know  how  to  dispose  of 
their  dough,  let  them  give  it  to  me. 
There  are  all  kinds  of  goodies  I'd 
like  to  buy — a  Rolls,  a  Learjet." 

This  difference  between  wealthy 
people  and  those  of  more  modest 
means  is  significant.  Take  two  indi- 
viduals— both  age  50,  say — compa- 
rable in  every  important  respect  ex- 
cept that  one  has  a  few  million  dol- 
lars on  hand,  the  other  a  net  worth 
of  about  $100,000.  What  emerges  in 
interviews  with  dozens  of  such 
matched  pairs  is  startling.  The  per- 
son with  the  smaller  amount  of 
money  can  usually  think  of  a  long 
list  of  things  he  would  purchase  if 
he  were  rich.  His  wealthy  counter- 
part has  trouble  coming  up  with  a 
list  even  one-fourth  as  long. 

The  obvious  explanation — the  af- 
fluent already  own  everything  the 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women. 
now  arailahle  if!  paperback,  and  The  Cor- 
porate Steeplechase. 


middle  class  can  only  dream  of  hav- 
ing— may  seem  logical  enough,  but 
it  is  false.  Many  millionaires — in 
fact,  the  majority — live  simply. 
They  don't  have,  and  apparently 
don't  want,  most  of  the  things  for 
which  the  less-well-to-do  pine. 

How  come?  Since  work  gives 
them  many  of  their  profoundest 
pleasures,  they  don't  look  to  their 
leisure  hours — and  recreational  pur- 
chases— to  make  their  lives  worth- 
while. By  contrast,  those  who  are 
bored  with  what  they  do,  or  consid- 
er it  bearable  but  unexciting  at  best, 
hope  their  evenings  and  weekends 
will  make  up  for  what  their  work- 
days lack.  Money  to  them  isn't  for 
"extras,"  it  is  for  salvation. 

Managing  the  money  they  have 
made  doesn't  give  them  much  of  a 
kick,  either.  Investing  interests 
them,  but  not  nearly  so  much  as 
their  work  does.  They  could  give 
their  surplus  capital  to  someone 
else  to  manage,  but  that  prospect 
bothers  self-made  millionaires 
more  than  they  care  to  admit.  "I 
made  it,"  said  one,  who  is  in  the 
printing  business,  "I  ought  to  be 
able  to  invest  it  wisely."  Not  really 
wanting  to,  however,  this  fellow — 
and  the  group  as  a  whole — tends  to 
play  the  market  resentfully  rather 
than  with  enthusiasm. 

Is  it  possible  for  people  who  have 
labored  for  years  to  build  a  business 
or  profession — and  who  have  pros- 
pered in  the  process — not  to  know 
how  to  enjoy  wealth  once  they  have 
it?  My  studies  show  that  this  not 
only  happens,  it  is  happening  with 
increasing  frequency. 

William  C.  is  a  good  example.  For 
more  than  two  decades  I  watched 
him  build  a  restaurant  supplies 
business.  With  a  net  worth  of  more 


than  S3  million,  Bill  at  54  seemed  u 
have  everything.  He  loved  what  h< 
did  for  a  living,  was  physically  fi 
(though  20  pounds  overweight) 
happily  married,  with  two  childrei 
(one  about  to  begin  college).  Finally 
his  bank  account  seemed  destinec 
to  keep  growing,  since  he  spent  so 
little  of  his  sizable  annual  earnings 
"I  come  home  to  rest,  not  party,'1 
was  the  explanation  he  offered  foi 
the  relatively  quiet  life  he  lived. 

While  Bill  often  described  himsel 
as  "frugal,"  some  of  his  colleagues 
labeled  him  "tight."  I  couldn't  help 
wondering  whether  the  money- 
some  portion  of  it,  anyway — couli' 
have  been  used  to  make  his  life  rich- 
er in  a  nonfinancial  sense. 

The  idea  had  little  appeal  for  him 
until  Bill  was  involved  in  a  tragic 
auto  accident.  After  months  of  hos^ 
pitahzation  and  therapy,  he  returned 
to  work,  permanently  confined  to  a 
wheelchair.  At  first  he  said,  "I  wish 
I'd  been  killed."  Now,  he  says,  "I 
guess  I'm  lucky  to  be  alive." 

For  the  first  time  in  decades  I  hear 
him  making  comments  such  as,  "I 
should  have  lived  it  up  a  little  while 
I  still  had  my  health.  I  wanted  to,  1 
just  didn't  have  the  time."  Becom- 
ing "a  wild  and  crazy  guy"  for  a 
night  would  have  been  out  of  char- 
acter for  Bill  and,  in  the  end,  disap- 
pointing. More  satisfying  than  one 
huge  emotional  or  financial  splurge, 
I  suspect,  would  have  been  a  series 
of  much  smaller  ones.  For  instance, 
in  a  restaurant  where  he  was  picking 
up  the  tab,  Bill  would  select  an  en- 
tree for  under  $10,  if  there  was  one, 
rather  than  a  meal  he  very  much 
wanted  that  was  twice  the  price. 

One  thing  has  become  clear — too 
late — to  those  self-made  million- 
aires in  my  sample  who  have  been 
seriously  injured  or  incapacitated 
through  accidents,  strokes  or  heart 
attacks.  There  is  something  in  be- 
tween squandering  hard-earned 
wealth  and  hoarding  every  last  pen- 
ny. That  something  is  simply  allow- 
ing yourself  to  spend  a  tad  more 
than  you  would  otherwise  when 
buying  a  product  or  service  you  real- 
ly want.  The  financial  difference, 
even  over  the  course  of  a  year,  is 
small.  The  emotional  difference 
over  the  course  of  a  lifetime  can  be 
enormous.  Self-denial  and  delayed 
gratification  are  fine  qualities  in 
themselves,  essential  ingredients  of 
many  great  fortunes.  But  the  evi- 
dence I  have  collected  indicates  that 
these  admirable  inclinations  are 
easily  overdone  today.  ■ 
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NOTHING  IS  MORE 
IMPORTANT  THAN 
[OUR  INVESTMENT 
DECISIONS 


Wall  Street  is  a  battleground.  In- 
I  )rs  maneuver  for  position,  and  for 
t>  y  winning  position,  there  is  a  los- 
ipne.  That's  why  we  publish 
IJANCIAL  WORLD— the  premier 
rstment  magazine.  Every  two  weeks 
j  can  get  imaginative,  new  ideas,  as 
fi  as  time-tested  strategies,  to  sort 
Lithe  winners  from  the  losers  ...  to 
i  ease  your  investment  return.  And 
3  can  save  up  to  40%  on  your  sub- 

nion  if  you  act  now. 
(FINANCIAL  WORLD  is  written 
•fically  to  give  you — the  smart 
"jstor — the  latest  insights  into  every 
4 tment  market — to  help  YOU 


make  money,  save  money  and  beat  the 
averages.  We  monitor  the  market  so 
you  can  make  shrewd  investments  with 
a  maximum  of  information  and  a  mini- 
mum of  risk.  And  we've  been  doing  it 
for  over  80  years. 

Each  issue  covers  such  timely  top- 
ics as  stocks  and  bonds,  real  estate  and 
mutual  funds,  plus  profiles  of  top  fi- 
nancial achievers  and  money  manag- 
ers. Whether  you're  a  bull  or  a  bear, 
you'll  always  find  profitable  investment 
strategies  in  the  pages  of  FINANCIAL 
WORLD. 

In  every  other  issue  you'll  also  re- 
ceive, at  no  additional  charge,  FW's 


highly  regarded  Independent  Apprais- 
als of  3,000  stocks  (all  the  stocks  on  the 
NYSE,  AM  EX  and  NASDAQ  National 
Market  List). 

To  see  how  vou  can  profit  from 
FINANCIAL  WORLD,  call  toll-free 
1-800-247-5470  or  fill  out  the  coupon 
below. 

Do  it  now.  It's  one  investment  de- 
cision you'll  never  regret. 

If  the  coupon  is  missing,  write 
your  order  on  a  plain  sheet  of  paper 
and  mail  to:  Financial  World,  P.O.  Box 
10745,  Des  Moines,  Iowa  50340. 


Financial 

World 


SUBSCRIBE  TO  FINANCIAL  WORLD  NOW  AND 
SAVE  40%  OFF  THE  NEWSSTAND  PRICE 

□  Yes,  I  want  to  put  Financial  World  to  work  for  me.  Send  me  26  informative  is- 
sues (one  year)  for  only  $38.95.  I  save  40%  off  the  newsstand  price. 

□  I  prefer  1 7  issues  for  only  $26.95.  I  save  36%  off  the  newsstand  price. 

□  Payment  enclosed.      □  Bill  me.  HSN0037  FOR  FASTER 

SERVICE  CALL 

  TOLL-FREE 

  (800) 

CITY/STATE/ZIP     247-5470 


NAME 


ADDRESS 


Write  to:  Financial  World,  P.O.  tt<>\  10745,  l)t-s  Moines,  Iowa  50340. 


i\  PARADISE 

An  island  paradise  that  offers 
XX  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 
per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  100 1 1 
or  call  212/620-2461. 


366 


Growth  Stocks 


MONEY  &  INV  ESTMENTS 


By  Kenneth  L.  Fisher 


The  path  to  enough  wealth  to  make  Th 
Forbes  Four  Hundred  isn't  hard  to  fim 
The  traits  required  are  another  matter. 

PIPE  DREAMS 


you  among  the  top  1%  of  all  mom 
managers.  The  big  roadblock  is  ii 
flation  and  taxes.  Without  then 
you  could  get  there  with  the  13.61 
return,  or  about  half  the  results. 

Method  2:  Change  your  strate; 
and  your  financing  source  to  tal 
advantage  of  taxes.  Forget  the  inhe 
itance.  Become  a  doctor.  Plan 
work  until  you  are  70.  Make  a  ii 
hundred  grand  a  year.  Incorporai 
and  fund  a  tax-deductible  and  ta 
deferred  "defined  benefits"  pensi< 
plan.  Your  calculator  says  that 
inflation  is  5%,  you  will  need  $1./ 
billion  when  you  are  80  to  make  t 
Forbes  Four  Hundred  list. 

To  accumulate  that,  starting 
age  30,  you  must  contnbu 
S66,896  per  year  to  your  retiremei 
plan  and  generate  at  least  18%  ave 
age  annual  returns  on  your  saving 
again  putting  you  toward  the  top  i 
the  pack  of  all  money  manager 
While  that  might  seem  like  a  bui 
die  to  save,  and  it  is,  it  is  only  om 
third  of  your  $200,000  annual  n 
come,  which  still  leaves  lots  moi 
left  over  than  most  folks  ever  se< 
The  key  is  above-average — but  nc 
uniquely  incredible — investmer 
management  skills,  coupled  wit 
what  most  folks  would  considc 
draconian  savings  skills. 

Method  3:  Build  a  business  th4 
takes  advantage  of  compound  inte: 
est.  Suppose  you  still  think  you  ca 
generate  18%  returns  but  want 
skip  the  heavy  savings  bit.  Yo 
might  start  your  own  money  mar 
agement  firm.  Look  at  mine.  W 
manage  about  $60  million.  W 
charge  clients  1%  per  year  of  th 
assets  managed.  That's  the  financ 
ing  source.  If  we  increase  our  client' 
assets  by  18%  annually,  we  increas 
our  revenue  that  much,  too. 


It  takes  less  than  you  might  imagine 
to  qualify  for  The  Forbes  Four  Hun- 
dred. What  would  it  take  to  put  you 
on  the  list?  Only  six  things,  really — 
longevity,  discipline,  common 
sense,  above-average  brains,  a  fi- 
nancing source  and  a  financial  cal- 
culator. Most  folks  have  two  of  the 
six  already.  A  good  many  have 
three.  Every  Forbes  reader  can  af- 
ford the  calculator,  so  you  may  well 
be  closer  than  you  might  have 
dreamed.  With  those  elements  in 
place,  the  only  question  is,  do  you 
sincerely  want  to  be  rich?  If  so,  here 
are  three  simple  ways  to  do  it. 

Method  1  is  the  hardest:  Become 
rich  through  compound  interest. 
Let's  say  you  are  30  years  old.  Your 
financing  source?  You  just  inherited 
$250,000  from  Uncle  Sednck.  Seem 
like  a  lot?  It's  merely  the  value  of 
the  rundown  old  downtown  house 
he  died  in.  To  make  the  list  by  age 
80  your  calculator  says  you  must 
make  your  investments  grow  13.6% 
annually,  net  of  taxes  and  inflation. 
Tack  on  5%  for  inflation  and  divide 
by  72%  to  adjust  for  a  28%  tax  rate, 
and  you  need  25.9%  annual 
growth — year  in  and  year  out.  It's 
not  impossible,  but  it  would  qualify 

KeiDielb  I.  Fisher  is  a  money  manager  based 
in  Woodside,  Calif  His  book  Super  Stocks. 
is  published  by  Dow  Jones  /ru  in 
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I  knd  if,  like  lots  of  other  business- 
i  we  generate  good  results  and 
I  in  spend  20%  of  our  revenues  on 
fc  rketing,  we  ought  to  attract  more 
o;nts.  Adding  new  clients  at  the 
tie  of  1 7%  per  year  would  bring  our 
derail  growth  rate  to  35%  (18%  + 
Mo ).  Consider  the  awesome  poten- 
t'l.  If  inflation  averages  5%  annual- 
\:  then  our  35%  is  cut  to  30% 
i  :al"  growth,  which,  the  calculator 
|'s,  would  turn  our  current 
S  D  million  of  managed  assets  into 
8  billion  in  just  18  years,  $14  bil- 
l  n  in  21  years.  At  our  1%  billing 
r  e,  that  would  be  revenues  of  $70 
r  llion  to  $140  million  per  year. 
Eice  very  few  large  investment 
i  inagement  businesses  are  sold  for 
Is  than  250%  of  revenues  these 
Eys,  that  would  value  the  business 
[$175  million  to  $350  million— 
ia>ily  enough  to  make  The  Forbes 
lur  Hundred.  Seem  like  a  pipe 
earn'  In  the  next  few  years,  a 
B:mber  of  money  managers,  such  as 
rtterymarch's  Dean  LeBaron, 
flould  easily  make  the  list  this  way. 
jOf  course,  there  is  a  fourth  meth- 
«,  which,  rather  than  relying  on 
«e  method,  combines  all  three. 
;  meone  might  inherit  a  little, 
fanage  it  pretty  well  and  build  a 
f  siness  that  takes  advantage  of  the 
jture  of  compound  interest  and 
j;o  salt  away  a  big  chunk  of  yearly 
Ivings  in  a  retirement  plan.  He 
')uld  be  listed  among  The  Forbes 
!>ur  Hundred  far  younger  and  with 
'.ot  more  room  for  slippage. 
Do  I  look  forward  to  being  on  The 
irbes  Four  Hundred  list  one  day? 
lo,  because,  like  most  folks,  I  don't 
ally  want  to  be  that  rich.  I  have 
her  values  that  touch  my  life 
hsides  money.  If  I  accumulate 
1:0  million  to  $30  million  of  real 
irehasing  power  in  my  lifetime, 
at's  far  more  than  I'll  ever  need  to 
p  every  single  thing  I  would  ever 
>ssibly  want  to  do.  That  kind  of 
ealth,  my  calculator  says,  is  far 
Dm  unachievable  in  my  lifetime. 
The  point  is  that  the  real  limits  to 
>ur  wealth  are  as  much  a  matter  of 
^termination  and  willpower  as  of 
till.  An  important  key  to  driving  is 
lowing  where  the  road  leads.  So, 
tstead  of  recommending  stocks 
lis  issue,  I  suggest  you  buy  a  finan- 
al  calculator  and  learn  to  use  it. 
ly  favorite  is  the  Casio  BF-100, 
hich  costs  about  $30 — less  than 
le  commission  on  a  stock  trade.  It 
ill  help  you  navigate  what's  possi- 
le  and  what's  not  better  than  any 
lvestmcnt  guru's  crystal  ball.  ■ 
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Our  numbers  speak 
louder  than 
words. 


Assumed  investment 
of  $10,000  for  15  years 


Initial  Investment 
on  June  30, 1971 


Annual 
Compound  Rate 


Select 
Growth 

S&P5002 


+  21.2% 
+  22.4% 

+  11.2% 


For  information  about  Twentieth  Century's  seven  no-load, 
no-minimum  mutual  funds,  write  or  call  for  a  free  prospectus. 
Please  read  the  prospectus  carefully  before  investing. 


Name_ 


Address_ 


Citv_ 


State_ 


Zip_ 


FBS861027      P.O.  Box  200,  Kansas  City,  Missouri  64141  •  1-800-345-2021  ext.  406 

1 1llustration  assumes  reinvestment  of  capital  gains  and  investment  income  distributions  These  figures  supplement  those  found 
m  the  current  annual  report.  They  illustrate  past  performance  and  are  not  projections  for  the  future. 

^he  Standard  and  Poor's  500  Index  is  an  unmanaged  group  of  stocks  considered  by  many  to  be  representative  of  the  stock 
market  m  general. 


Vanguard  Municipal  Bond  Rind  % 


6  WAYS  TO  FIGHT  BACK 
AGAINST  TAXES. 


When  Federal  taxes  make  inroads  on 
your  income,  municipal  bonds  can  be 
your  first  line  of  defense.  The  income 
from  these  bonds  is  100%  free  of  Federal 
income  tax* 

Vanguard  Municipal  Bond  Fund  is 
the  only  tax-free  fund  with  six  profes- 
sionally managed  Portfolios:  Money 
Market,  Short-Term,  Intermediate- 
Term,  Long-Term,  Insured  Long-Term 
and  High-Yield.  With  a  low  $3,000  initial 
investment,  all  six  Vanguard  Portfolios 
offer  you  daily  liquidity,  free  checkwrit- 
ing  for  $250  or  more,  diversification  of 
holdings  and  the  opportunity  to  reinvest 
your  income.  And  all  are  available 
commission-free. 

Our  "6-in-l"  Information  Kit  explains: 

•  How  Vanguard's  low  operating  expenses 
enable  you  to  earn  higher  yields. 

•  Which  Portfolio  offers  the  greatest  sta- 
bility, and  which  provides  the  highest 
level  of  tax-free  income. 

•  How  to  write  checks  and  earn  tax-free 
income  until  your  checks  clear. 


1 


Call  1-800  662  SHIP 

Ask  for  our  free  "6-in-l"  Information  Kit. 
Or  send  the  coupon  today. 

In  Philadelphia,  visit  our  Investment 
Center  at  1528  Walnut  Street. 

•Income  may  be  subject  to  state  and  local  taxes. 

r  

Vanguard  Municipal  Bond  Fund 
Investor  Information  Department 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  "6-in-l"  Infor- 
mation Kit,  including  a  prospectus  which 
I  may  read  before  I  invest  or  send  money. 
I  understand  that  it  contains  more 
complete  information  on  advisory 
fees,  distribution  charges  and  other 
expenses.  Also  send  information  on 
□  IRA  DKeogh. 

Name  


Address- 
City  


State. 


Zip. 
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MONEY  &  INVESTMENTS 

Turnover  in  the  number  of  wealthy  is 
high,  and  because  it  is,  we  all  benefit. 

RICH  LIST 
SHUFFLE 


By  David  Dreman 


"Behind  every  great  fortune  there  is 
a  great  crime,"  Voltaire  once  wrote. 
He  wasn't  far  off  in  his  day,  a  time 
when  the  nobility  had  almost  all  of 
the  pie  until  some  royal  heads  were 
repositioned.  Ironically,  Voltaire's 
adage  applies  equally  well  to  our 
Soviet  friends  today,  in  spite  of  their 
interminable  droning  about  fair 
play  and  equal  opportunity  for  all 
the  comrades.  Like  the  French  no- 
bility, their  system  is  codified  so 
that  the  party  elite  has  most  of  the 
benefits  of  wealth,  while  the  aver- 
age Ivan,  with  not  much  to  begin 
with,  recently  had  even  his  beloved 
vodka  ration  cut. 

It's  hardly  news,  at  least  outside 
the  Soviet  and  nonaligned  sphere, 
that  real  opportunities  are  in  the 
capitalist  park,  particularly  in  this 
country.  The  economic  system  that 
created  this  year's  Forbes  Four  Hun- 
dred is  built  on  dynamic  change — 
change  that  has  resulted  in  giant 
new  industries  and  technologies 
springing  up  over  and  over  again 
through  the  generations,  bringing 
with  them  millions  of  jobs. 

Just  how  dynamic  economic 
change  actually  is  can  be  seen  by 


David  Dreman  is  managing  director  of 
Dreman  &  Embiy,  Investment  Counsel.  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


reviewing  the  turnover  in  the  line- 
up of  The  Four  Hundred  itself.  As  I 
noted  in  last  year's  Rich  List  issue, 
not  one  descendant  of  the  1,000 
wealthiest  New  Yorkers  published 
in  the  1845  Rich  List  of  Moses  Yale 
Richards  made  the  1985  Forbes  list. 
Only  eight  of  the  families  of  the 
1918  list  compiled  by  B.C.  Forbes 
were  represented  on  the  list. 

It's  certainly  true  that  inheritance 
and  taxes  dissipate  a  great  deal  of 
wealth,  but  another  major  cause  of 
the  change  in  the  Rich  Lists,  proba- 
bly the  principal  one,  is  the  rise  of 
new  industries,  accompanied  by 
major  new  fortunes. 

In  the  1 8th  century,  fortunes  were 
made  from  canals  and  shipping. 
These  fortunes  were  surpassed  by 
those  in  textiles  and  manufacturing 
in  the  mid- 1 9th  century,  followed  by 
railroads,  steel  and  oil  in  the  late  19th 
and  early  20th  centuries,  and  then  by 
the  autos,  utilities  and  electrical 
equipment  industries,  et  al.  More 
recently,  it  has  been  media,  technol- 
ogy and  the  service  sector  that  have 
resulted  in  large  fortunes.  The  point 
is  underscored  by  the  fact  that  eight 
of  last  year's  billionaires  acquired 
their  wealth  m  these  rapidly  growing 
industries,  and  a  ninth  was  a  self- 
made  real  estate  man. 

Continuing  the  irony,  Voltaire's 
adage  applies  almost  to  a  T  to  some 
of  the  people  who  vilify  this  coun- 
try's ways:  Libya's  Qaddafi,  Iraq's 
Saddam  Hussein,  Iran's  Ayatollah, 
as  well  as  the  tinhorn  dictators  ex- 
emplified by  Marcos  and  Baby  Doc. 
In  their  situations,  there  is  a  small, 
stagnant  pie,  but  the  elite  couldn't 
care  less,  since  they  get  most  of  it — 
from  Mrs.  Marcos'  3,000  pairs  of 
shoes  to  Madame  Baby  Doc's  multi- 
million-dollar shopping  binges,  to 


the  good  life  of  the  entourages 
of  the  Husseins  and  the  Qaddafis. 

Translating  the  lesson  from  the 
Rich  List,  it's  obvious  that  no  in- 
vestment can  be  put  away  in  a  safe- 
deposit  box  forever,  whether  it  be 
canal  bonds  or  railroad,  steel,  auto- 
mobile or  technology  issues.  Every 
investment  has  its  day  and  then 
fades  in  this  economy,  whose  es- 
sence is  change. 

Because  change  is  both  certain 
and  unpredictable,  the  most  impor- 
tant thing  an  investor  must  do  is 
diversify.  Own  a  number  of  differ- 
ent assets.  Start  with  some  real 
estate,  certainly  your  own  home 
(with  the  new  tax  act,  the  last  tax 
shelter  available).  Keep  a  portion  of 
your  assets  in  cash  and  good-grade 
bonds,  and  if  you  believe,  as  I  do, 
that  inflation  is  not  dead,  a  part 
(perhaps  5%  to  10%)  in  precious 
metals  stocks.  Also  hold  a  portion 
of  your  assets  in  investments  in 
which  you  have  some  special  exper- 
tise. Finally,  buy  a  portfolio  of 
good-grade  common  stocks. 

Here  are  some  recommendations 
for  that  last  item: 

Honeywell  (71)  is  a  major  controls, 
aerospace  and  computer  manufac- 
turer. The  stock  has  held  up  well  in 
the  current  shaky  market,  thanks  to 
negotiations  with  NEC  and  Europe- 
an interests,  which  could  lead  to  the 
sale  of  Honeywell's  computer  busi- 
ness at  a  good  price.  Besides,  after 
two  down  years,  earnings  should  be 
up  over  15%,  to  a  new  high  in  1987. 
The  stock  trades  at  11  times  de- 
pressed latest  12-month  earnings 
and  yields  3.2%. 

Mays  Department  Stores  (33)  will 
become  the  second-largest  depart- 
ment store  chain  and  one  of  the 
nation's  largest  discount  retailers 
after  the  acquisition  of  Associated 
Dry  Goods.  Earnings  have  grown  at 
a  13%  annual  rate  over  the  past  five 
years  and  should  be  up  over  10%  in 
1986  and  a  similar  amount  next 
year.  The  stock  trades  at  a  P/E  of  1 2 
and  yields  2.8%. 

Cigna  is  the  nation's  largest  stock- 
holder-owned multiline  insurance 
company.  The  shares  have  been 
knocked  down  sharply  from  a  high 
of  77  early  in  the  year,  to  a  current 
price  of  54.  The  company  lost  $13 
per  share  last  year  because  of  mas- 
sive charges  to  reserve.  However, 
earnings  this  year  should  come  close 
to  S6.30,  with  sharp  earnings  gains 
in  the  next  few  years  as  the  insur- 
ance cycle  improves.  The  stock 
yields  4.3%  on  its  $2.60  dividend.  ■ 
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IPS,  INC.  0 

ELPHIA,  PA.  Aug.  26— Deb  Shops,  Inc.,  (OTC: 
rapidly  growing  women's  apparel  specialty  chain 
ation,  today  reported  record  sales,  net  income  and 
per  share  for  the  second  quarter  and  six  months 
y  31,  1986. 

ported  comparative  results  for  the  six-month  and 
ith  periods  ended  July  31,  1986,  and  1985  as 


DEB  SHOPS,  INC. 
Tliree  Months  Ended 


Six  Months  Ended 


July  31 
1386 
{41.338,000 
3.003,000 
hare  $.39 


July  31 
1985 
$35,021,000 
2.695,000 
»36 


July  31 
1986 
$75,030,000 
4,726.000 
$.62 


July  31 
1985 

$63,928,000 
4,110,000 
$.55 


ct:  Lester  E.  Wolser,  Vice  President-Finance  & 
ancial  Officer,  Deb  Shops,  Inc.,  9401  Blue  Grass 
iladelDhia,  PA  19114  Phone  (215)  676-6000.) 


INDUSTRIES  0 

Jycom  Industries  reports  year  end  results 

PALM  BEACH,  FL,  Sept.  4— Dycom  Industries  Inc. 

:  DYCO)  today  reported  gross  revenues  and  net 

or  the  year  ended  July  31,  1986 

e  year  ended  July  31,  1986,  gross  revenues  were 

628,  a  65  percent  increase  over  total  revenues  of 

888  for  last  year. 

come  was  $1,926,961  compared  to  $1,106,471,  for 

lgs  per  share  for  the  current  year  were  57  cents 
d  to  33  cents  for  last  year  (adjusted  for  the  five 
itock  dividend  paid  Dec.  20,  1985  and  the  two-for- 
k  split  paid  July  1,  1986). 
act:  Thomas  R.  Pledger,  President,  Dycom  Indus- 
1.  Box  3524,  West  Palm  Beach,  FL  33402-3524. 
05)  659-6301.) 


SOURCES  CORP  (RRE.  V)  &  V-0 
RESOURCES  CORP.  (TRC.V)  V-0 
PLATINUM  CLAIMS 

ources  Corp.  and  Teryl  Resources  Corp  have  ac- 
00%  interest  in  several  hardrock  mineral  claims  in 
meen  area,  near  Princeton,  B.C.  (32  units  each) 
ave  a  potential  for  Platinum-group  elements. 

claims  cover  part  of  the  Tulameen  ultramafic 
,  an  Alaskan-type  intrusive,  which  according  to 

report  File  1986-7  is  a  significant  source  of 
l-group  elements  and  may  carry  up  to  10  grams  per 
tal  PGE  (.35  ounces  PGE).  In  Rublees'  report  were 
rom  the  ultramafic  rock  returning  the  highest  value 
grams  per  ton  Platinum  from  the  Tulameen  area. 
1889  to  1891  Tulameen  District,  with  an  average 
nut  put  of  1,500  ounces  was  recognized  to  be  the 
portant  producer  of  Platinum  in  North  America 
liminary  work  program  is  planned  immediately  to 
otential  drill  targets 

act:  John  G.  Robertson,  Reg  Resources  Corp  &  Teryl 
es  Corps.  (Suite  201)  3311  No.  3  Road,  Richmond 
lada,  V6Y  2B6.  Phone:  (604)  278-4455) 


HUNTER  INTERNATIONAL  TRADE  CORP.  0 
AN  INTERNATIONAL  GROWTH  COMPANY 

Hunter  (NASDAQ:  HNTR)  is  engaged  in  the  worldwide 
purchase  and  sale  of  new  and  used  Caterpillar  mining  and 
construction  equipment.  The  Company  takes  advantage  of 
imbalances  in  the  International  and  heavy  equipment  mar- 
kets by  purchasing  machinery  in  countries  with  depressed 
economies  where  surpluses  exist  and  selling  in  expanding 
nations  where  shortages  of  equipment  are  prevalent. 

Hunter  has  completed  two  transactions  with  the  People's 
Republic  of  China  within  the  last  two  months  totaling  about 
$1,200,000  for  parts  and  machinery.  Frank  Forst,  President 
of  Hunter  just  returned  from  a  trip  to  China  where  he 
commenced  negotiations  with  Government  agencies  and 
end  users  for  substantial  additional  sales. 

We  are  pleased  to  announce  our  first  fiscal  quarter 
results  as  follows: 

3  months  ended      3  months  ended 
July  31,  1986        July  31.  1985 
Assets  $2,287,293  $468,048 

Liabilities  $1,185,363  $314,166 

Net  Worth  $1,101,930  $153,882 

Revenues  $3,063,462  $  48 

Expenses  $2,745,564  $  6,996 

Net  Income  $  317,898  $  (6,948) 

(Contact:  Frank  W.  Forst,  HUNTER  INTERNATIONAL  TRADE 
CORP.  11605  W.  Dodge  Rd.,  Omaha,  NE,  68154,  Phone  (402) 
330-0555.) 


ROPER  CORP.  N 

(Kankakee,  III.,  Sept.  23) — Robert  E.  Cook,  president  and 
chief  executive  officer,  announced  that  the  board  of  direc- 
tors of  Roper  Corporation  (NYSE:  ROP)  at  its  meeting  today 
had  proposed  a  2-for-l  stock  split,  which  would  be  effected 
in  the  form  of  a  100  percent  stock  dividend,  and  had 
increased  the  quarterly  cash  dividend  from  16  cents  to  24 
cents  per  share  on  a  pre-split  basis. 

The  cash  dividend  is  payable  Dec.  5  to  stockholders  of 
record  at  the  close  of  business  on  Nov.  21.  The  increase  in 
the  quarterly  dividend  raises  the  dividend  on  an  annual 
basis  to  96  cents  per  share  and  represents  the  third  division 
rate  increase  in  the  last  four  years.  After  the  proposed  2-for- 
1  stock  split,  the  dividend  rate  on  an  annual  basis  would  be 
48  cents  per  share.  The  proposed  stock  split  will  be 
confirmed  at  the  corporation's  annual  meeting  on  Dec.  5 
subject  to  approval  by  company  shareholders  of  an  increase 
in  the  authorized  common  stock  from  10  million  to  25 
million  shares. 

Commenting  on  the  board's  action,  Cook  said,  "We  are 
pleased  to  be  able  to  announce  the  proposed  stock  split  and 
another  dividend  increase.  These  actions  reflect  the  solid 
results  and  improvement  realized  by  the  company  during 
fiscal  1986,  as  well  as  our  optimism  for  continued  improve- 
ment during  fiscal  1987  and  beyond." 

Roper  yesterday  reported  earnings  from  continuing  oper- 
ations for  the  fiscal  year  ending  July  31,  1986,  of 
$17,198,000,  or  $3.24  per  share,  vs.  a  loss  from  continuing 
operations  of  $1,369,000,  or  (23  cents)  per  share,  for  fiscal 
1985.  Net  earnings  after  reflecting  discontinued  operations 
were  $14,498,000  or  $2.73  a  share,  as  compared  to  a  net 
loss  of  $3,894,000,  or  (66  cents)  per  share,  in  fiscal  1985. 

Roper  Corp.,  headquartered  in  Kankakee,  manufactures 
and  markets  kitchen  appliances  and  outdoor  power  equip- 
ment for  the  consumer  market. 

(Contact:  Robert  L.  Wood  of  Roper  Corp.,  1905  W.  Court 
St.,  Kankakee,  III.  60901  Phone:  (815)  937-6161.) 


An 

Advertising 
Service 
That's 
Special 


CORPORATE  REPORT 


Special  because  publicly- 
held  corporations  can  reach 
America's  most  important  in- 
vestors by  using  Corporate  Re- 
port Updates  in  Forbes, 

Appearing  once  each 
month,  Corporate  Report  Up- 
dates enables  companies  to 
announce  important  develop- 
ments to  the  astute  investors 
who  read  Forbes.  Moreover,  for 
added  impact,  this  Forbes 
advertising  service  is  posi- 
tioned in  the  popular  "Money 
and  Investments"  section  of  the 
magazine. 

Forbes  has  720,000  subscrib- 
ers and  a  total  readership  of 
over  two  and  a  half  million, 
88%  of  Forbes'  subscribers  own 
corporate  stock,  with  aver- 
age holdings  exceeding 
$551,000.  Over  half  are  in- 
volved with  helping  others 
make  investment  decisions. 

Corporate  Report 
Updates  in  Forbes  is  an  ad- 
vertising investment  your  com- 
pany can  profit  from, 

Forbes  gets  results,  For  more 
information  call  or  write: 


Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York.  NY  10011 

Phone:  (212)  620-2371 


Stock  Trends 


MONEY  &  INVESTMENTS 

While  I  enjoy  reading  who's  new  on  the 
Forbes  people  list,  I  like  finding  out  about 
the  corporate  newcomers  even  better. 
They  could  help  thee  and  me  make  ours. 

RICH  IN  PROMISE 


By  Ann  C.  Brown 


Consider  the  latest  Forbes  Four 
Hundred.  Some  names  are  habitual 
repeaters — Rockefeller,  du  Pont, 
Mellon.  Others  are  first  offenders, 
such  as  Ralph  Lauren,  Michael  Mil- 
ken and  Dick  Clark.  Then  consider 
the  Forbes  500s  listing  of  America's 
top  companies  (Apr.  28).  Some 
names,  such  as  General  Motors, 
IBM  and  Exxon,  are  strictly  old 
guard.  Others  are  brand-nouveaux 
riches.  And,  while  I  enjoy  reading 
who's  new  on  the  people  list,  I  like 
finding  out  about  the  corporate 
newcomers  even  better.  The  former 
have  made  their  money,  the  latter 
could  help  thee  and  me  make  ours. 

Last  year,  17%  of  the  companies 
that  joined  the  Forbes  Profits  500 
weren't  there  the  preceding  year. 
That's  85  corporations  that  must  be 
doing  something  right — at  least 
right  enough  to  warrant  a  checkup 
to  see  how  their  stocks  are  faring  in 
a  market  that  has  spiked  both  up 
and  down  in  recent  weeks. 

Fully  two  dozen  of  the  rookies  on 
the  1985  most-profitable  roster  ap- 
pear attractive  at  today's  prices.  As 
might  be  expected,  some  were  hit 
hard  during  September's  days  of 
reckoning,  while  others  held  rela- 


Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  of  AC.  Brown  &  Associates. 


tively  steady  and  are  off  less  than 
15%  from  their  1986  highs.  Which 
are  the  better  buys?  It  can  be  argued 
effectively  both  ways.  Here  are 
three  of  each.  You  be  the  judge. 

Among  those  stocks  that  are 
down  more  than  33%  from  their 
year's  high  and  whose  earnings 
prospects  continue  to  appear  bright 
are  Dreyfus  Corp.  (25),  Beverly  Enter- 
prises (15)  and  Bear,  Steams  [\6). 

Despite  the  proliferation  of  mutu- 
al funds,  Dreyfus  is  still  a  power  in 
the  financial  asset  management 
business  and  is  likely  to  remain  so 
because  of  the  breadth  of  the  its 
product  line  and  its  decades  of  expe- 
rience in  advertising  its  wares.  In 
addition,  DRY  is  widening  its  distri- 
bution network  by  selling  through 
banks.  For  1986,  the  company  is 
estimated  to  earn  $1.90,  with  $2.20 
or  more  possible  in  1987,  since  earn- 
ings could  benefit  from  a  reduction 
in  the  max  tax  on  corporations. 

Beverly  Enterprises  is  selling  near 
its  1986  low,  probably  because  of 
the  confusion  among  investors  as  to 
how  tax  reform  might  affect  the 
profits  of  this  largest  operator  of 
nursing  homes  in  the  U.S.  As  things 
now  stand,  it  looks  as  if  BEV  will 
lose  some  current  benefits,  but  the 
company  should  gain  even  more — 
perhaps  as  much  as  15%  in  addi- 
tional earnings  when  the  overall  tax 
rate  for  business  declines.  The  com- 
pany could  show  earnings  per  share 
of  $1.25  this  year  and  $1.50  next 
year.  The  stock  is  presently  selling 
at  10  times  1987  estimated  earnings 
and,  with  a  potential  growth  rate  of 
15%  to  20%  for  the  foreseeable  fu- 
ture, BEV  seems  undervalued. 

Bear,  Stearns  is  an  established 
stock  brokerage  firm  that  only  re- 
cently went  public.  The  company, 


like  PaincWebber,  First  Boston, 
Merrill  Lynch  and  other  previously 
recommended  brokers,  could  be  a 
beneficiary  of  the  increase  I  see 
coming  in  trading  volume  on  the 
exchanges  when  tax  reform  re- 
moves the  preferential  treatment  of 
long-term  capital  gains.  BSC  sur- 
prised many  analysts  by  reporting 
first-quarter  fiscal  1987  earnings  perl 
share  substantially  lower  than  ex- 
pected. However,  the  problems 
seem  transitory,  and  the  company  is) 
estimated  to  earn  $1.75  per  share  for: 
the  fiscal  year  ending  next  April. 
This  could  translate  into  a  stock 
price  of  around  $22  to  $24  per  share1 
over  the  next  12  months. 

Among  those  newly  listed  Forbes 
Profits  500  stocks  that  "corrected" 
the  least,  one  of  the  most  attractivei 
is  Yellow  Freight  System  (37,  o-t-c). 
The  company  could  report  1986 
earnings  per  share  of  around  $2,501 
to  $2.60,  which  would  be  a  25% , 
increase  over  1985.  YELL  could  earn 
as  much  as  $2.90  per  share  in  1987. 
The  big  kicker  here  is  that  the  com- 
pany could  be  a  takeover  candidate. 
After  Union  Pacific's  recently  an-) 
nounced  intention  to  buy  Overnite 
Transportation,  Yellow  Freight  may 
catch  someone's  acquiring  eye  and, 
with  any  luck,  jump  30%  or  more 
overnight,  too. 

Marsh  &  McLennan  Cos  (66)  is 
down  from  its  year's  high  of  $77  per 
share  and  currently  sells  at  around 
15  times  1987  estimated  earnings 
per  share  of  $4.05.  This  would  be  up 
25%  from  this  year's  estimated 
$3.30  per  share — which  is  a  50% 
improvement  over  1985  results.  As> 
the  world's  largest  insurance  bro- 
ker, MMC  is  reaping  major  benefits 
from  the  sharp  increases  in  proper- 
ty/casualty rates  and  the  growing 
globalization  of  business. 

Also  only  a  minor  loser  in  the 
September  bear  raid  is  Singer  Co.  j 
(51).  The  company  appears  to  have 
completed  the  transition  from  sew- 
ing machines  to  aerospace  without 
dropping  a  stitch.  Singer's  growing 
position  in  defense  electronics 
(which  probably  will  be  little  affect- 
ed by  any  cuts  in  the  Pentagon  bud- 
get) should  enable  the  company  to 
earn  $3.75  per  share  for  1986  and  as 
much  as  $4.50  in  1987.  Target  price: 
$70  to  $80  by  this  time  next  year. 

Three  banks  that  were  new  addi- 
tions to  the  Forbes  Profits  500  this 
year  and  are  now  back  in  buying 
range  are  SunTrust  Banks  (22),  Signet' 
Banking  Cotp.  (32)  and  United  Virgin- 
ia Bankshares  (28).  ■ 
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Commodities 


MONEY  &  INVESTMENTS 


Do  you  know  what  the  market  is  saying 
when  it  speaks?  One  successful  trader 
says  you  can  learn  the  language. 

REVOLUTIONARY 
IN  THE  PITS 


By  Stanley  W.  Angrist 


J.  Peter  Steidlmayer,  47,  a  modest 
man  in  most  things,  is  awesomely 
self-assured  about  his  market 
knowledge.  "I  understand  absolute- 
ly and  completely  what  the  market 
is  doing,"  he  says.  His  idea  of  a  bad 
year  of  commodity  trading  for  his 
own  account  is  a  $100,000  profit. 
He  quickly  adds  that  he  hasn't  had 
many  bad  years  in  the  more  than 
two  decades  he  has  been  at  it. 

Steidlmayer,  however,  is  more 
than  a  successful  trader.  Having 
thought  about  what  makes  him  a 
profitable  trader,  he  has  become 
something  of  a  missionary  in  his 
efforts  to  let  others  in  on  it.  He 
persuaded  the  Chicago  Board  of 
Trade,  after  much  effort,  to  make 
available  to  the  public  what  he  calls 
"market-generated  information"  on 
a  real-time  basis.  MGI  is  obtainable 
by  personal  computer  at  modest 
cost.  These  data,  he  insists,  are 
what  successful  floor  traders  use  to 
make  decisions,  even  if  they  them- 
selves may  not  realize  it. 

The  basic  unit  of  the  market- 
place, Steidlmayer  has  found,  is  a 
"time-price  opportunity,"  or  TPO. 
Commodity  exchanges  divide  the 
trading  day  into  half-hour  periods 

Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets. 


and  assign  letters  to  each  period.  At 
the  Chicago  Board  of  Trade,  the  first 
period  begins  at  8  a.m.  (central 
time),  when  trading  in  Treasury 
bonds  commences.  That  period  is 
assigned  the  letter  "A."  The  time 
from  8:30  to  9  is  denoted  by  a  "B," 
and  so  on.  In  any  time  period,  a 
market  either  trades  at  a  price  or  it 
doesn't.  If  the  market  does  trade  at  a 
given  price  in  a  period,  then  it  has 
accepted  a  time-price  opportunity 
and  is  recorded  on  a  market  profile 
chart  (see  right).  If  the  market  trades 
only  briefly  in  a  given  price  range,  it 
denotes  a  price  overreaction — re- 
jecting that  particular  price  by  mov- 
ing away  from  it.  Conversely,  if  the 
market  trades  in  a  range  for  an  ex- 
tended time,  it  denotes  market  ac- 
ceptance of  that  price. 

Steidlmayer  is  quick  to  point  out 
one  thing  about  his  work:  "I  am  not 
teaching  a  method  to  make  money. 
I  am  showing  people  how  to  use 
market-generated  information  that 
is  now  available.  Some  of  them  will 
be  able  to  use  that  information  to 
improve  their  trading  and  thus 
make  money." 

Steidlmayer  has  determined  that 
the  price  range  that  contains  70%  of 
the  volume  of  trading  is  a  "value 
area."  Buyers  and  sellers  who  have 
acted  in  that  range  generally  believe 
they  have  paid  or  received  a  fair 
price.  Once  yesterday's  value  area  is 
determined,  today's  price  activity 
can  be  related  to  it.  Are  today's 
prices  higher,  lower  or  contained 
within  yesterday's  value  area? 

It's  impossible,  of  course,  to  give 
more  than  a  brief  introduction  to 
the  ideas  behind  Steidlmayer's  MGI 
notions,  but  for  those  who  want  to 
learn  more,  help  is  available.  He  and 
his  associate,  Kevin  Koy,  are  giving 


A  nice  profile 


The  chart  shows  the  market  profile 
for  Sept.  5,  1986  for  December 
T  bonds.  In  the  first  hour  of  trading 
(periods  A  and  B)  the  market  traded 
in  a  range  43  ticks  wide — a  very 
strong  indication  that  it  would  spend 
the  rest  of  the  day  within  that  range. 
Day-traders  could  have  sold  near  the 
top  or  bought  near  the  bottom,  for  a 
relatively  low-risk  trade. 
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seminars  on  MGI.  You  can  find  out 
their  schedule  by  calling  Market 
Logic  School  at  312-922-2795. 

Jim  Dalton  of  J.F.  Dalton  Asso- 
ciates, a  discount  broker,  also  wants 
traders  to  become  more  skilled,  rea- 
soning that  the  more  money  they 
make  the  more  they  will  trade.  He, 
too,  is  giving  seminars  in  various 
locations  around  the  country.  Infor- 
mation is  available  at  800-362-8 1 1 7. 

Bruce  Babcock,  publisher  of  the 
Commodity  Trading  Tutor,  is  another 
fan  of  MGI.  He  also  is  offering  semi- 
nars, information  on  which  may  be 
obtained  by  calling  916-929-5308. 

Steidlmayer  and  Koy  have  jointly 
written  a  book  on  MGI  entitled  Mar- 
kets and  Market  Logic,  which  will  be 
available  in  mid-November  for 
$39.95.  The  book  can  be  ordered 
from  Market  Logic  School  and  J.F. 
Dalton  Associates.  ■ 


ORBES  400/OCTOBER  27,  1986 


371 


Forbes  Market/ 


BUSINESS  OPPORTUNITIES        BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00  Per  Sq.  Ft. 


Modern  technology,  excellent  craftsmanship,  and  American  ingenuity  has  resulted  in  a 
housing  design  with  standard  features  not  found  in  homes  selling  at  twice  the  price. 

•  Fully  Insulated  •  Thermo  Pane  Windows  •  Cathedral  Ceilings  •  Exterior  Decks 

•  Quality  Construction  •  FHA  and  VA  Accepted  •  Built-in  Computer  Center — which 
allows  the  home  to  perform  many  functions  for  the  occupants.  •  Interior  Design  Flexibility 

EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sales. 
•  Unlimited  Income  Potential  •  Protected  Territory  •  Factory  Training  • 
•  No  Real  Estate  License  Required  •  Investment  Securied  by  Model  Home  • 
Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model 
home.  Home  may  be  lived  in  or  used  as  an  office.  Call  Mr.  Farb 
collect  (404)  255  0728,  6363  Roswell  Rd.,  Suite  B,  Atlanta,  GA  30328 


EXECUTIVE  PROTECTION 


EXECUTIVE 
PROTECTION 

offered  to 
*Corporate  Executives 

♦Government  Officials 

*  *  * 

BULLET  PROOF  CARS 


Discreetly  armored  protection 
of  entire  passenger  compart- 
ment, roof,  floor,  battery,  fuel 
tank,  gun  ports  and  options 
such  as  tear  gas,  smoke 
screen,  oil  sick,  etc. 
*  *  * 

As  illustrated  in  People  Maga- 
zine and  observed  on  PM 
Magazine 


EXECUTIVE 
AHMOBINO 
.  CORPORATION 


4836  Whirlwind 
San  Antonio,  Texas  78217 
(512)  654-3905 
7701  NW  56th  St. 
Miami,  Florida  33166 
(305)  594-7429 
TXL  767200  ExecarmorSnt 


BUSINESS  OPPORTUNITIES 


OWN  YOUR  OWN 
APPAREL  STORE 


Own  your  own  Jean-Sportswear, 
Ladies  Apparel,  Childrens,  Large 
Size,  Petite,  Maternity,  Dance- 
wear  or  Accessories  store.  Jor- 
dache,  Chic,  Lee,  Levi,  Izod, 
Gitano,  Tomboy,  Calvin  Klein, 
Sergio  Valente,  Evan  Picone,  Liz 
Claiborne,  Members  Only,  Guess, 
Healthtex,  over  1000  others. 
$14,300  to  $25,900  Including  In- 
ventory, Training,  Fixtures,  Grand 
Opening  etc.  Can  Open  15  Days. 
Call  For  Mr.  Loughlin  (612) 
388-6555. 


■rW  15-000  BUSINESSES 
■SEEP  FROM  COAST 

TO  COAST 
No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800-327-9630 
V*/  in  Fla  call  800-533-4663 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  600  others  have,  ask  them. 
Call  today  for  free  information 

Speedy* 

Phnt»ng  Cffnters 

23131  VERDb'GO  DRIVE 
LAGUNA  HILLS.  CA  92653-1342 
CALL  1-800-854-3321 


SHARING 


IS  CARING 


OVER  $500,000,000.00  WORTH 

01  BuiinwtM  FOR  SALE  By  Owners  Nationwide 

SAVE. . .  No  Brokerage  Fees  .j^;!^^ 
It  you  want  to  Ust  or  Buy  Call  fg 
Toll  Free  1-800-233-2115      'SL^  &) 
In  Tex  1-214-612-0072  ^^M^ 
GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 
MANY  OFFER  OWNER  FINANCING 


REAL  ESTATE 


PARADISE  VALLEY  RANCH  — 

Contemporary  novelist  and  screen- 
writer Tom  McGuanc  waited  over  a 
decade  for  this  very  special  ranch  to 
become  available  about  15  miles  south 
of  Livingston  in  the  very  heart  of  this 
sought-after  Montana  valley  An  archi- 
tect-inspired remodelling  enhanced  the 
charm  of  the  older  ranch  home.  The 
construction  of  a  classic  round  corral 
and  indoor  arena  was  completed  for 
working  his  champion  cutting  horses. 
He  then  developed  a  private  road  and 
moved  a  rustic  mountain  cabin  into  the 
incredibly  beautiful  high-mountain 
basin  which  is  totally  hidden  from  the 
main  valley  and  forms  the  upper  Vi  of 
the  ranch.  Many  of  his  recent  works 
were  conceived  and  written  in  this  wil- 
derness setting  which  forms  a  lush  con- 
trast to  the  more  open  and  settled  valley 
w  hich  forms  the  lower  V\  of  the  ranch 
Now  offered  for  sale  by  Exclusive 
Agent  for  the  Seller:  Hall  &  Hall, 
Inc.,  P.O.  Box  1924.  Billings.  MT 
59103  (406)  252-2155. 


PALM  SPRINGS  VILLA 
TURN-KEY  OPULENCE 

Under  the  gaze  of  majestic  Mt.  San  Jacinto 
is  a  shrubbery  wreathed  walled  hideaway. 
Unwind  in  seclusion  in  this  idyllic  setting 
with  exquisite  private  pool,  spacious  patio, 
expansive  living  room,  two  bedrooms, 
vaulted  ceilings  amid  immaculately  -land- 
scaped grounds.  Luxuriate  in  the  magical 
balm  of  the  desert  sun  A  private  enclave 
with  24  hour  gated  security  at  legendary 
Racquet  Club.  Appointments  and  decor  by 
distinguished  decorator  Richard  Himmel. 
Furnishings,  appliances,  art.  statuary  in- 
cluded. Priced  for  quick  sale  — 
$159,000.00  Call  owner  1-800-345-6464 


L-BAR  RANCH 

116.000  deeded  acres.  13,199  forest  lease 
acres,  on  the  east  slope  of  Mount  Tay  lor. 
50  miles  west  of  Albuquerque,  NM,  ac- 
cessed off  1-40.  Summer  and  winter  cat- 
tle range.  Elk,  deer,  bear,  and  turkey 
hunting  The  L-Bar  is  priced  "as  is"  for 
today's  cash  market  Ronald  H.  Mayer 
Real  Estate.  Box  449.  Roswell.  NM 
88201  505/623-S6S8. 


LUXURY  ON  A  MOUNTAIN 

Spacious  dome  home  with  panoramic 
views.  2  stories,  full  basement  &  2  car 
garage  A  bargain  at  S212.000  5  ac. 
elec/phone  &  well.  Call  Frank 

ALAMOSA  REALTY,  INC 
ALAMOSA,  COLO.  81101 
(Oi  303-589-2584  (Hi  303-589-3005 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group.  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr. 
history. 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


DISTRIBUTORS  WANTE 


NEW  PRODUCTS 
AVAILABLE 

We  are  on  established,  publicly-owi 
R&D  company  with  40  yeors  expenet 
in  that  field  We  have  developed  m 
new  products  thon  we  con  market,  c 
are  seeking  reliable  firms  capable 
marketing  products  in  the  pharmoc 
tical,  health-care,  medical  devices,  s 
cialty-chemical.  and  cosmetic  del 
Principals  only 

United-Guardian,  Inc 

P0.  Box  2500 
Smithtown,  New  York  1 1 787 
(516)  273-0900 
TWX  510-227-6230 


BUSINESS  SERVICES 


USE  OCR  TOLL  FREE  800  LW 
FOR  YOUR  NEXT  PROMOTIO 

Get  the  8(X)  advantage  to  increase  p 
liability.  Save  time  &  money.  W 
take  orders,  leads.  &  messages 
hours  a  day.  All  50  States  &  Care 
Professional  &  Economical  Servi 
AMERICAN  ADVANTAGE  8 
1-800-628-2828  ext.  100. 


COMPUTERS 


Radio  /haek-TANi 


Our  10th  year  of  DISCOUNTS 
COMPUTERS' &  CELLU  LAR  PHOM 

Fgt.  Prepaid.  Save  Tax 
a,       Toll  Free  800-231-3680 

Nil  mRRYlTIRC  INDUSTRIE: 

22511  Katy  Fwy. 
Katy  (Houston I  TX  77450 
1-713-392-0747  Telex  774132 


COMPUTER  SOFTWARE 

Professional  List  Managemen 
Software  for  the  IBM  PC/XVA 

ft  Mf\l  !r*f  gws  you  mamfram 

^TuIlUwl  list  management  pent 
on  a  microcomputer— at  a  micro  pnee! 
call  lor  FREE  Brochure  (800)  843-59 
(805)  965-72 
ARC  TANGENT.  INC 

^    P0  Box  2009  Santa  Barbara  CA  9312L 


FORBES 
MARKET/CLASSIFIEI 

is  published  in  the  first  issue] 
each  month.  Advertising  cW 
ing  date  is  one  month  precej 
ing  date  of  issue. 

Frequency  discounts  aval 
able.  Payment  must  accon 
pany  order  unless  from  a 
credited  agency. 

FOR  ADDITIONAL  INFORMATION 
WRITE  OR  CALL: 
LINDA  LOREN 
FORBES  MARKET  CLASSIFIED 

60  Fifth  Avenue/New  York,  NY  1001 
(212)  620-2440 
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WINE  CELLARS 


WINE  CELLARS 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


INECELLARS-USA 


High-Quality  •  American  Made 
Lifetimewarranty  on  Redwood  Racks 

i  n  Rack  Systems  and  Cellars  from  600  -  20,000  Bottles 
I  rd Features:  Wood  Construction* Individual  Bottle  Nesting 
warranty  on  Compressor*Vniform  Temperature  &  Humid- 
si  Proper  Aeration*  120  VAC  operation-No  Special  Wiring 

Retail  YourCost 

Bottle  (Pictured)  $2495  $1495 

tBottle  Twin  Unit   4495  2795 

5 1 00  or  more  commission  on  sales  from  your  leads . 
f:ellars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 
,  vines  &  other  cellars,  we  are  licensed  wine  merchants — Call 

ympic  Sales  Co.  since  1947 

i.LaBreaAve.,  Los  Angeles,  C  A  90036  Visa/AmEx/MC 
l  421.8045orinCA(213)937-3221    »    We  Ship  Anywhere. 


PUBLICATIONS 


JAGUAR  A 
MOBILE 
IUSIASTS! 

DRIBE  AND  £NJ0Y:  America's 
aguar  Enthusiast  Magazine.  You 
ceive  colorful  issues  filled  with 
news  and  history,  helpful  hints 
prospective  buyer  as  well  as  for 
asoned  owner .  .  .  maintenance, 
and  service  locating,  classifieds 
luch  more.  It's  the  perfect  gift 

ll  Offer  (U.S.)— 6  issues:  $24.00 

EJAG  PUBLICATIONS 
Box  220-F2,  Carlisle,  MA  01741 


ELLANEOUS  FOR  SALE 

STMENT  GEMSTONES! 
IANTEED  LIQUIDITY!!! 

jlesale  catalog.  Satisfaction  Gtd 
rs!  Member:  Jewelers  Board  of 
Chamber  Commerce,  American 
de  Assn. 

HOUSE  OF  ONYX 

No.  One  Main  Street 
reenville,  Kentucky  4z345 
ILL  FREE  1-800-626-8352 

RITABLE  DONATIONS 


the  tax  laws  change  December 
onate  your  boat,  R.V. ,  coin  col- 
l  or  other  valuable  collections 
ceive  a  tax  deduction.  Historic 
:rland  College,  founded  1889,  is 
cky's  largest  private  college, 
g  mountain  youth. 
'6)  549-2200,  extension  201, 
Office  of  Appraisal. 


brbes: 
pitalistTool 


TRAVEL 


THOSE  IN  THE  KNOW 

book  TRAUEL01M 

A  L..„„HonaL  


200  CITIES  WORLDWIDE 

(Roundtrip  from  JFK,  New  York) 
Europe  •  Australia  •  Orient 

Sydney  $1099  Melbourne  $1299 
329  Nice  648 
595  Pans  549 
810  Rio  De  Janeiro  790 
729  Tokyo  695 
457   Vienna  549 


Acapulco 
Athens 
Shanghai 
Tel  Aviv 
London 
^ladnd 


499  Zurich 


^^^^^^'0LL  FREE 
A  l  r,rVJ&°  NATIONWIDE 
(JnX^  800-231-5561 
718-445-1302  718-445-8429 


PREMIUMS  &  INCENTIVE  GIFTS 


INCENTIVE  GIFTS 


All  Types  of  Gift  Merchandise 
for  Every  Purpose. 

Sales  Incentives,  Goodwill  Business 
Gifts,  Custom  Imprinted  Giveaways, 
Christmas  Gift  Programs,  Catalogs. 

Allied  Premium  Company 
1170  Broadway,  New  York,  N.Y.  10001 
212-683-5050 


MAILING  LISTS 


AILING 
'ECIALI 

LIS 
STS 

NCE  18 

85 

f»  16  Million 

Businesses 
•  Homeowners  by 
Income  Ratings 
6,010,000  Investors 


W.  S.  PONTON,  INC. 

5149  Butler  St.  •  The  Ponton  Bldq. 
Pgh,  Pa. 15201  »  412-782-2360 


YACHTS 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  to  a  charity,  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return. 
Airplanes,  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


The  Bulls  and  Bears  in  the  Market 

THE  NEW- YORK  HISTORICAL  SOCIETY.  NEW  YORK  CITY 


FULL-COLOR 
POSTER 

Poster  (28x36")  $20; 
framed  in  black  metal 
$95;  plus  $5  ship- 
ping and  handling. 
NY  state  residents 
add  sales  tax.  Ad- 
dress all  orders  and 
inquiries  to:  Mu- 
seum Store,  The 
New- York  Historical 
Society,  170  Central 
Park  West,  New 
York,  NY  10024 
(212)  873-3400. 


J  MACANUDO  ROTHSCHILD 
■  CIGARS  35%  OFF!  1 

(6V2"  RG42,  Box  of  25) 

*33*/B0X!  (SAVE  $18.55)  I 

Wrapper  choice:  Natural,  Claro  or  Maduro. 
Also  rock  bottom  prices  on  fresh,  perfect  I 
Partagas,  Don  Olegos,  H.  Upmanns,  I 
Ramon  Allones,  Royal  Jamaicas, 
Montecruz.  FREE  catalog:  800-672-5544  I 
(NY  State:  21 2-221  -1408).  Send  check  or  ■ 
M  O  —  add  $2.00  for  shipping.  _ 
New  York  residents  add  sales  tax. 
Offer  expires  Dec.  31,  1986 

FAMOUS  SMOKE  SHOP| 

Depl  88.  55  W  39th  St  New  York  NY  10018  ■ 


Wine  Storage 


•  Temperature  Controlled  Cabinets 

•  Custom  Wine  Cellars 

•  Racks  and  Accessories 

Free  brochure. ..Immediate  Delivery 


CORPORATE 
ITEMS 


We'll  put  your  Company  Name 
on  our  popular  ZIP  0  OflOEi 

It's  a  Nifty  Image  Builder! 

(DIRECT  FROM  MANUFACTURER.) 
An  attractive  pendant  thermometer^- 
with  a  handy  wind  chill  chart 
on  the  back! 

Zip-O-Gage  snaps 
on  a  jacket  zipper 


SUN  COMPANY,  INC 
11413  WEST  48th  AVE 
WHEAT  RIOGE.  CO  80033 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We  II  narrow  your  closet 
classics  to  a  stylish  3  'AT  |or 
state  widttil  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  lor  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco,  CA  94 1 3 1        |4IS|  585  6100 


Give  him  the  actual 
newspaper  printed  the 
day  he        was  born 

V-S 


FREE  Catalog 
Upon  Request 


It's  the 
COMPLETE 
ORIGINAL 
EDITION! 
Not  a 
reprint 


It's  absolutely 
fascinating  to  catch  up  on 
what  else  was  going  on  in  the  world  the 
day  you  came  into  it."  Malcolm  Forbes 
'85.  Rare  and  valuable,  these  old,  origi- 
nal papers  make  unique  gifts  for  birth- 
days, anniversaries — every  occasion! 
Not  just  front  pages  or  reproductions, 
but  ACTUAL  and  complete*  editions  of 
newspapers  printed  in  major  U.S.  cities 
1880-1986  .  .  .  each  with  a  certificate 
of  authenticity  included. 

Authentic  Newspaper 
only...$34.50tt 
Authentic  Newspaper  With 
Personalized  Leatherette 
Presentation  Case... $65. f 
Name  of  recipient  &  newspaper 

embossed  in  gold 
Order  Early  By  Phone  Or  Mail  For 
Holiday  Giving! 


CALL  TOLL-FREE 

1-800-221-3221,  Ext.  639 

In  New  Jersey  1-201-381-2332, 
Ext.  639  Maior  Credit  Cards 


By  Mail:  HISTORIC  NEWSPAPER 
ARCHIVES,  Dept.  09, 

1582  Hart  St.,  Rahway,  NJ  07065, 

Major  Credit  Cards. 
tAdd  $4.  UPS.  Enclose  recipient's 
name  to  be  embossed. 
ttAdd  $2.50  UPS 
(NJ  residents  add  6%  sales  tax). 
"News  sects  only,  in  Sat/Sun  papers 
Historical  dates  priced  higher 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 


:{'I'3l;g«  JdUn 


WHY  THIS  IS  THE  FIVE  BEST 
MEDIA  BUYS  IN  THE  BUSINES 


You'll  save  thousands  of  dollars, 
and  you  can  accomplish  it  with  a 
single  phone  call.  When  all  is  said 
and  done,  you'll  have  reached  an 
incredible  53  million  women,  and 
received  discounts  of  up  to  41%  for 
your  client.  Who  says  there  are  no 
heroes? 


Here's  how  it  works.  Woman 
Power  savings — which  are  over 
and  above  your  regular  frequency 
discounts — begin  with  as  few  as 
six  pages  in  any  3  of  these  leading 
magazines — Cosmopolitan,  Good 
Housekeeping,  Harper's  Bazaar, 
Redbook,  and  Country  Living. 


To  pull  off  this  major  medi 
coup,  take  out  one  insertion 
right  now. 

And  call  Bill  Losee,  David 
Maurer,  Deborah  Trapani  or 
Year,  at  (212)  262-5775. 

It'll  be  the  smartest  medi 
you'll  ever  make. 


Publications  of  Hearst  Magazines,  a  Division  of  the  Hearst  Corporation  ©  1980  The  Hearst  Corporation  Source  I'nduDlicated.V 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"he  more  things  change. . . ." 
litems  from  past  issues  of  Forbes 

sty  years  ago  in  Forbes 

]om  the  issue  of  November  1,  1926) 

'e  have  been  learning  more  about 
iat  makes  prosperity  and  what  un- 
ikes  it.  With  hand-to-mouth  buying 
lieving  business  of  the  risks  and  spec- 
itive  temptations  of  large  inven- 
ries,  with  labor  earning  enough  and 
jving  the  time  to  enjoy  enough  of  the 
pd  things  of  life  to  keep  the  factory 
heels  turning  at  an  even  pace,  with 
e  railroads  functioning  smoothly  in 
e  transportation  of  an  evenly  main- 
ined  volume  of  freight,  aren't  we 
put  to  witness  a  lengthening  of  the 
e  span  of  our  periods  of  prosperity? 
le  have  gotten  rid  of  smallpox  epi- 
mics.  May  we  not  get  rid  of  distress- 
g  business  depressions? 
Yes,  but  don't  bank  on  it." 

"he  most  important  change  in  the 

ief  commodities  during  the  past 
iv  weeks  has  been  the  rapid  decline 
cotton  prices,  engendered  largely 
the  mid-month  government  esti- 
ate  which  prophesies  the  largest 
tton  crop  in  the  records  of  southern 
anting. 

"The  market  had  been  weak  for  the 
st  month,  but  the  government's  es- 
nate  brought  a  flood  of  [sell]  orders 
)m  all  directions,  and  it  was  not 
itil  December  options  got  down  to 
e  extreme  low  levels  of  about  13 
nts  a  pound  that  any  sufficient  sup- 
irt  was  met  to  rally  the  market." 

ifty  years  ago 

om  the  issue  of  November  1,  1936) 

,ate  in  October,  shippers  who  want 
eir  merchandise  to  get  to  its  desti- 
ition  in  a  hurry  were  offered  a  new 


As  the  1936  election  neared,  business 
took  a  dim  view  of  Franklin  Roosevelt 

means  of  transportation — airfreight. 
Differing  from  air  express  in  rates  and 
in  type  of  equipment  used,  Transcon- 
tinental &.  Western  Air's  new  service 
between  Chicago,  Indianapolis,  Co- 
lumbus, Pittsburgh,  Philadelphia  and 
New  York  is  expected  to  create  whol- 
ly new  traffic  for  the  airline." 

"Recovery  proceeds  satisfactorily  in 
most  directions.  Federal  revenue  in  the 
first  three  months  of  the  current  fiscal 
year  increased  $165  million  over  12 
months  ago.  Washington  claims  that 
relief  workers  are  being  reabsorbed  by 
private  industry  at  the  rate  of  3% 
monthly.  Scarcity  of  skilled  workers  is 
becoming  more  pronounced.  The  wage 
trend  is  upwards." 

Twenty-five  years  ago 

(From  the  issue  of  November  1,  1961) 

"Personally,  I  can't  think  of  many 
circumstances  in  which  I  would  buy 
stock  of  a  company  whose  manage- 
ment by  its  lack  of  holdings  reflected 
its  own  lack  of  confidence  in  the  com- 


ie  beginning  of  airfreight  service  in  1936  between  New  York  and  Chicago 


pany's  future.  My  reasoning  is  simple: 
If  it's  a  good  thing  for  me  to  buy,  why 
haven't  those  who  presumably  know 
it  best  done  so  too." 

— Malcolm  S.  Forbes 

"Last  month  the  newfangled  era  of 
corporate  communicativeness  finally 
caught  up  with  towel  and  sheetmaker 
[Charles  A.]  Cannon.  The  New  York 
Stock  Exchange  warned  him  that  it 
would  delist  Cannon  Class  A  shares 
(Class  B  shares  are  already  traded 
over-the-counter)  unless  he  agreed  be- 
fore the  end  of  the  year  to  solicit  prox- 
ies. That  would  mean  telling  stock- 
holders about  such  things  as  execu- 
tive salaries  and  shareholdings.  .  .  . 

"Charlie  Cannon's  response  was 
both  prompt  and  typical.  'The  direc- 
tors of  Cannon  Mills  Co.,'  intoned  he, 
'acting  in  the  best  interests  of  the 
company,  have  elected  not  to  comply 
with  the  rules  and  regulations  of  the 
Exchange  which  have  been  adopted  in 
the  past  few  years.'  " 

Ten  years  ago 

(From  the  issue  of  November  1,  1976) 

"Not  since  the  heady  go-go  days  of  the 
1960s  had  the  mutual  fund  industry 
been  so  excited.  A  provision  of  the 
414-page  tax  'reform'  bill  signed  last 
month  by  President  Ford  gave  the  in- 
dustry something  it  had  lusted  after 
for  years:  Mutual  funds  may  now  pass 
along  tax-exempt  interest  from  mu- 
nicipal bonds  to  shareholders — tax 
free.  Previously,  except  under  special 
circumstances,  this  had  not  been  pos- 
sible. Now  the  industry  can  launch 
municipal  bond  funds  that  resemble 
stock  and  taxable-bond  funds,  and  can 
give  shareholders  tax-free  income." 

"The  Beautiful  People  know  'Maurie.' 
Leggy  Cyd  Charisse  is  eternally  grate- 
ful to  him.  Frank  Sinatra  contributes 
(generously)  to  Maurie's  favorite  char- 
ities. Minnesota  Vikings  quarterback 
Fran  Tarkenton  and  California's  ex- 
Governor  Ronald  Reagan  consider 
him  a  lifelong  friend.  So  do  Spiro  Ag- 
new,  Dyan  Cannon,  Howard  Cosell 
and  the  royal  family  of  Bhutan. 

"Maurie  is  a  dentist.  Of  course,  he's 
not  your  common  garden- variety  drill- 
and-fill  dentist.  Maurie,  or  more  prop- 
erly Dr.  Maurice  Saklad,  is  a  prosth- 
odontist. He  can  do  for  your  teeth  m 
porcelain  what  nature  forgot,  or  time 
and  accident  have  taken  away." 


mute  jnn/nrTrincD  17  ioa^ 
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It  must  be  great  to  be  rich 
and  let  the  other  fellow 
keep  up  appearances. 
Kin  Hubbard 


To  suppose,  as  we  all  suppose, 
that  we  could  be  rich  and  not 
behave  as  the  rich  behave,  is 
like  supposing  that  we  could 
drink  all  day  and  stay  sober. 
Logan  Pearsall  Smith 


Respectability:  The  offspring  of  a 
liaison  between  a  bald  head  and  a 
bank  account. 
Ambrose  Bierce 


A  rich  man  is  nothing  but 
a  poor  man  with  money. 
W.C.  Fields 


It's  just  as  unpleasant  to  get 
more  than  you  bargain  for 
as  to  get  less. 
George  Bernard  Shaw 


Success  has  ruined  many  a  man. 
Benjamin  Franklin 


To  be  rich  is  not  the  end, 
but  only  a  change  of  worries. 
Epicurus 


I  know  that  unremitting  attention 
to  business  is  the  price  of  success, 
but  I  don't  know  what  success  is. 
Charles  Dudley  Warner 


Genius,  in  one  respect,  is 

like  gold — numbers  of  persons  are 

constantly  writing  about  both, 

who  have  neither. 

Charles  Caleb  Colton 


Dry  happiness  is  like  dry  bread. 
We  eat,  but  we  do  not  dine.  I  wish 
for  the  superfluous,  the  useless, 
the  extravagant,  for  the  too  much, 
for  that  which  is  not  good  for 
anything. 
Victor  Hugo 


Thoughts 

on  the  Business  of  Life 


The  difference  between  a  person  who 
lacks  ideals  and  one  with  ideals  is  the 
difference  between  the  person  who 
guides  his  life  by  what  he  sees  and 
knows  and  can  touch  with  his  hands, 
and  the  person  who  has  enough  of  the 
visionary  in  him  to  adopt  as  his  guide 
a  dream  which  has  not  yet  come  true 
and  perhaps  may  never  come  true. 
The  difference  between  the  person  who 
never  gets  his  eyes  off  the  material 
things  about  him  and  the  person  who 
is  always  looking  out  to  the  very  limits 
of  his  vision  even  when  he  knows  he 
never  can  reach  the  distant  country  he 
dimly  descries. 
B.C.  Forbes 


There  was  a  time  when  a  fool 
and  his  money  were  soon 
parted,  but  now  it  happens 
to  everybody. 
Adlai  Stevenson 


Nothing  is  more  humiliating 
than  to  see  idiots  succeed 
in  enterprises  we 
have  failed  in. 
Gustave  Flaubert 


The  road  of  excess  leads 
to  the  palace  of  wisdom. 
William  Blake 


Rich  men  die  but 
banks  are  immortal. 
Wendell  Phillips 


More  than  6.000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60 Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


It  saves  a  lot  of  trouble  if,  instead 
of  having  to  earn  money  and  save 
it,  you  just  go  and  borrow  it. 
Winston  Churchill 


Money  is  power,  freedom, 
a  cushion,  the  root  of  all 
evil,  the  sum  of  blessings. 
Carl  Sandburg 


There  is  more  simplicity  in  the 
man  who  eats  caviar  on  impulse 
than  in  the  man  who  eats 
grapenuts  on  principle. 
G.K.  Chesterton 


Success  listens  only  to  applause- 
to  all  else  it  is  deaf. 
Elias  Canetti 


Luck  is  not  something  you  can 
mention  in  the  presence  of 
self-made  men. 
E.B.  White 


A  Text . .  . 

And  if  ye  have  not  been 
faithful  in  that  which 
is  another  man  s,  who 
shall  give  you  that 
which  is  your  own? 
Luke  16:12 


Sent  in  by  Bud  Miller,  Chicago,  111. 
What's  your  favorite  text?  The  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life 
is  presented  to  senders  of 
texts  used. 


There  are  several  ways  to 
apportion  the  family  income, 
all  of  them  unsatisfactory. 
Robert  Benchley 


The  populace  may  hiss  me,  but 
when  I  go  home  and  think  of  my 
money  I  applaud  myself. 
Horace 
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©1986  Polaroid  Corp.  "Polaroid""'  Spectra" 


•See  dealer  for  film  replacement  derails  or  call  800-22 5-U84  from  8am  to  Spm  (astern  Standard  firm 


THIS  YEAR 
GIVE  THE  CHRISTMAS  GIFT 
YOU  COULD  NEVER 
GIVE  BEFORE. 


The  Polaroid  Spectra  System  makes  the 
perfect  Christmas  present. 

To  begin  with,  it's  totally  new.  So  you  can 
be  sure  no  one  on  your  list  has  been  given  it  at 
Christmas  before.  (Yourself  included.) 

But  more  to  the  point,  it  produces  instant 
pictures  like  you've  never  seen  before. 
Pictures  that  are  so  sharp,  so  colorful  and  so 
lifelike  we  guarantee  them.  In  writing* 

So  this  year,  put  the  Spectra  System  at 
the  top  of  your  list. 

It  will  give  new  meaning  to  a  picture- 
perfect  holiday. 


PolaroidSpectraSystem 


We  Take  Your  Pictures  Seriously 


The  Dale  Carnegie  Course 
has  one  underlying  purpose... 

To  help  men  and  women 
achieve  more  with  their  lives. 


The  Dale  Carnegie  Course"  is  based  on  the  premise  that  virtually  everyone 
has  far  more  potential  ability  than  they  ever  use.  In  fact,  most  people  have  much 
more  capacity  lor  successful  achievement  than  they  even  recognize.  But  once  they 
can  see  themselves  in  perspective,  once  they  realize  that  they  do  indeed  have  an 
abundance  of  unused  talent  and  ability,  then  they  are  at  the  threshold  of  an 
exciting,  new  adventure  in  their  lives. 

The  Dale  Carnegie  Course"  can  help  you  look  within  yourself,  to  discover 
more  of  the  wealth  of  hidden  talents  and  capabilities  that  are  already  there.  It  can 
help  you  develop  those  resources  into  practical  and  useful  skills  that  you  can  use 
every  day  to  achieve  more  of  the  things  that  are  important  to  you. 

Whatever  your  station  in  life,  one  of  the  important  factors  in  your  success 
will  be  your  knowledge  and  understanding  of  human  nature.  In  the  Course,  you 
learn  to  better  understand  the  thoughts,  the  feelings,  the  reactions  of  people  and 
how  to  work  with  them  more  effectively.  You  learn  more  about  the  secrets  of  moti- 
vation. You  discover  new  ways  to  earn  the  support  and  cooperation  of  others.  You 
learn  more  about  the  art  of  effective  communication,  how  to  express  your  ideas, 
your  thoughts  and  feelings  more  concisely,  more  effectively. 

As  you  participate  in  the  course  you  acquire  a  new  sense  of  well-being, 
a  heightened  self-image.  You  develop  a  firm  and  genuine  feeling  of  confidence  in 
yourself  and  your  own  abilities.  You  become  a  more  capable  person  than  you  were 
before,  and  you  feel  it. 

For  more  information  about  Dale  Carnegie  Training,"  ask  for  your  free  copy 
of  our  quick-reading  booklet  that  outlines  the  courses  in  greater  detail.  Call  toll- 
free  800-231-5800.  In  Texas  call  800-392-2424.  Or  write  to  the  address  below 


DALE  CARNEGIE  &  ASSOCIATES,  INC 

SUITE  1 11  6F  •  6000  DALE  CARNEGIE  DRIVE  (PVT.)  •  HOUSTON, TEXAS 77036 


Accredited  by  the  Council  For  Noncollegiate  Continuing  Education 


YOU  DON'T  NEED  GUTS  TO  BE  THI 
ONLY  AIR  EXPRESS  COMPANY  THi 


ml  ■   ■'   ' 

|CATEGORY  III 


The  most  advanced  air- 
craft landing  system  in 
the  industry.  The  Federal 
Express  fleet  utilizes 
Category  IIIA  avionics. 
So,  Federal  Express  can 
often  land— and  deliver- 
when  others  can't. 


e  most  advanced,  comput- 
erized tracking  system 
n  the  industry.  Federal 
i  Express  employs 
' .  COSMOS,8?1  an  infor- 
k  mation  management 
'\  system  that  pinpoints 
■l  a  package's  location 

\_  from  pickup  to 
9Pi|||^^  delivery. 


MODE 


0  0  @3  <3S9 


GO 


e  fastest  couri 
patch  system  in  the  in- 
dustry. Federal  Express 
employs  microcomputer 
terminals  in  its  vans, 
so  couriers  know  the 
instant  you  have  a 
age  for  pickup. 


HER  AIR  EXPRESS  COMPANY  OFFERS  A  MONEY  BACK  GUARANTEE  FOR  10:30  A.M.  DELIVERY* 
O  OTHER  AIR  EXPRESS  COMPANY  OFFERS  A  MONEY  BACK  GUARANTEE  TO  GIVE  YOU  THE  EXACT 
5  OF  YOUR  PACKAGE  WITHIN  30  MINUTES.**  SO  HOW  COME  FEDERAL  EXPRESS  CAN? 

•ankly,  Federal  Express  can  offer  better  guarantees  because  Federal  Express  offers  better  air  express, 
s  not  hard  to  offer  a  money  back  guarantee  for  10:30  a.m.  delivery  when  you  operate  the  most  efficient 
:erized  sorting  facility  in  the  business.  And  when  the  planes  that  fly  your  packages  can  often  land  when 
san't,  thanks  to  the  most  advanced  avionics  available  for  flying  in  foul  weather, 
id  it's  no  big  deal  offering  a  money  back  guarantee  to  give  customers  the  exact  status  of  a  package 
30  minutes  when  you  have  the  most  advanced,  computerized  tracking  system  in 
ustry.  And  the  only  satellite  telecommunications  system  dedicated  to 
£the  needs  of  an  air  express  company  and  its  customers. 
),  as  you  can  see,  guarantees  like  ours  are  no  great  shakes, 
iless,  of  course,  you  try  to  get  them  from  anyone  else. 

FEDERAL  EXPRESS 

WHY  FOOL  AROUND  WITH  ANYONE  ELSE? 


duled  delivery  time  as  indicated  in  the  "Cities  Served"  section  of  our  Service  Guide 

licy  in  the  "Service  Conditions"  section  of  our  Service  Guide 

er  not  applicable  to  package  consolidators.  See  our  Service  Guide  for  details. 
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40   Cleaning  up 


The  editorial  index  of  companies 
this  issue  is  on  pages  276  and  277. 


referred  to  in 


COVER  STORT 


160  Niche  List 

Herewith,  our  annual  ranking  of  the  country's  200  small 
companies  doing  the  best  at  exploiting  their  niches. 


COMPANIES 


43  NCR  Corp. 

Every  so  often,  an  old  and  ailing  company  finds  a  leader 
who  restores  it  to  health.  NCR  found  two. 

44  Canadian  Pacific 

They  laughed  when  William  Stinson  sat  down  to  run  CP. 
They're  not  laughing  now;  nor  are  they  applauding — yet. 
48    Nissan  Motor  Co. 

Time  is  running  short  at  Japan's  lagging  car  company. 
60    Philips  Industries 

fust  another  metal-bender — except  for  those  25%  returns. 
67    Waterford  Glass  Group  Pic. 

Waterford  Crystal  and  Wedgwood:  A  lovely  table  setting, 
but  how  will  it  work  as  a  business  combination? 
70    Pacific  Gas  &  Electric 

California's  passion  for  alternative  energy  is  going  to  cost 
its  rate  payers  dearly. 
100  Hexcel  Corp. 

Hexcel  Corp.  makes  materials  that  are  strong  and  light, 
but  the  company  could  be  vulnerable  to  a  takeover. 


106  Potlatch  Corp. 

When  a  management  beats  off  the  raiders,  the  stockhol 
ers  aren't  always  the  winners.  Potlatch  was  different. 

110  Newell  Co. 

Freeport,  Ill.'s  consumer  products  conglomerate  has  swa 
lowed  lots  of  small  companies.  In  Anchor  Hocking  ic 
after  bigger  fish. 

118  Handy  &  Harman 

The  good  news  about  this  company  isn't  on  the  incon| 
statement  or  the  balance  sheet.  It's  in  the  warehouse. 

122  Merrill  Lynch 

Why  did  Merrill  give  up  its  dream  of  a  nationwide  re 
estate  service?  Maybe  it  learned  something  that  Sears  an 
Met  Life  have  yet  to  face  up  to. 

127  Caterpillar  Inc. 

There's  lots  of  life  left  in  the  old  Cat.  Check  out  the  cla 
marks  on  archrival  Komatsu. 

145  InterlegoA/S 

How  a  super  toymaker  works. 

153  The  Up  &  Comers:  How  To  Win  The  Class  Struggl 

As  much  a  commune  as  a  company,  Woodward  Governo 
has  some  productivity  lessons  for  the  big  boys. 
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40    Stores  For  Our  Times 

Convenience  stores  have  become  retailing's  hottest  trenc 
Tough  luck,  Safeway.  Watch  out,  McDonald's. 

54    "A  Historic  Moment" 

The  Japanese  yearn  for  a  secure  supply  of  oil.  U.S.  oilrne; 
hunger  mightily  for  capital.  Now  the  twain  are  meeting. 
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J   Still  life  left 


153   Productivity  lesson 


TERNAT10NAL 


A  Friend  In  Tokyo 

ok  who's  propping  up  Fidel  now. 
Unclean  Money? 

iDuld  the  Church  share  in  the  profits  from  souvenirs 
dng  papal  visits?  No  way,  says  the  U.S.  clergy.  Sure,  say 
I  Australians. 

1  Achtung!  Achtung!  Die  Japaner  Kommen! 

>rried  about  Japanese  investment  in  the  U.S.  ?  If  you  want 
meet  people  who  are  really  scared,  talk  to  the  Europeans. 

2  A  Prisoner  Of  The  Past 

gentina's  new  government  knows  the  way  to  economic 
vation,  and  most  support  it.  But  vested  interests — the 
reaucracy,  trade  unions — block  the  way. 
5  Rising  Sun  Meets  Rising  Temple,  Riding  Capitalists 
les  of  the  Capitalist  Tools  in  Japan,  land  of  geishas  and 
idzillas,  Walkmans  and  shoguns,  cameras,  kamikazes, 
rate,  samurai,  sushi,  tea  ceremonies  and  240Zs. 


VESTING 


The  Funds:  Ready,  Set,  Switch 

len  the  switch  letters  speak,  billions  of  dollars  in  mutu- 
funds  are  listening. 
The  Money  Men:  Hit  'Em  Where  They  Ain't 
ility  stocks  have  soundly  beaten  the  market  since  1 975 — 
tching  much  of  The  Street  napping.  Nice  for  William 
aves,  who's  had  this  specialty  almost  to  himself. 
8  Real  Estate  Limited  Partnerships 
tter  to  be  a  buyer  than  a  seller  under  the  new  tax  law. 
4  Streetwalker 

:neral  Cinema  and  Carter  Hawley  Hale;  ERC  Interna- 
»nal;  supermarkets;  Harnischfeger;  Cyclops  Corp. 


.A, 


197    100%  down, 
no  months  f 
to  pay  \<^%S 


235    Touring  Japan 


TAXING  MATTERS 


186  Who  Gets  The  Windfall? 

Federal  tax  reform  is  good  news  for  free-spending  state 
politicians.  Which  also  may  make  it  good  news  for  realty 
agents.  Also:  100%  down,  no  months  to  pay;  MLPs. 

MARKETING 

201  Big  Spenders:  Teenage  Division 

Think  you  have  the  youth  market  figured  out?  A  new 
report  on  kids  as  consumers  turns  up  some  surprises. 
204  Digital  Dream,  Digital  Nightmare 

You've  heard  the  phony  conspiracy  stories:  How  fountain 
pen  makers  kept  ballpoint  pens  from  consumers.  Here's 
one  that's  for  real.  Also:  Epidemic  grand  luxe. 

SCIENCE  &  TECHNOLOGY 

210  The  Saga  Of  Department  320 

Lawsuits  filed  against  GTE  in  New  Mexico  are  scary  for 
much  of  U.S.  business.  Also:  Optical  fiber  illusions;  new 
hope  for  rotting  pipes. 

PERSONAL  AFFAIRS 

216  America's  Adopted  Island  In  The  Sun 

Grenada,  after  the  U.S.  invasion,  boasts  a  burgeoning  tour- 
ism industry. 

CAREERS 

224  Climb  Quickly  Or  Get  Out  Fast 

Finishing  business  school  and  itching  for  a  real  challenge? 
Try  marketing  packaged  goods,  where  it's  often  up  or  out 
by  30.  Also:  Outearn  your  age. 


CES  BEHIND  THE  FIGURES 


8  Gianluigi  Gabetti,  IFI 

8  G.  William  Miller,  G.  William  Miller  &  Co, 

9  Gary  Stevens,  Wertheitn  &  Co. 
9  Shuhei  Sato,  Sanwa  Batik 

0  Shigeru  Kobayashi,  Shuwa  Co. 

2  Herb  Hoelter,  NCIA 

2  Mansel  Edwards,  Tobacco  Sales  Floor  Ltd. 
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PAID  CIRCULATION  OVER  720,000 


An  inquiry  into  the 
wealth  of  the  nation 

Our  cover  story — "Niche  list" — is  about  the  best  small  com| 
nies  in  the  U.S.,  but  it  is  also  about  what  keeps  this  coum 
relatively  prosperous  in  the  midst  of  all  kinds  of  econom 
turmoil.  Despite  the  terrifying  decline  of  so  many  major  indt 
tries,  such  as  steel,  employment  keeps  growing.  Five  years  a 
102  million  people  had  jobs;  today  112  million  do.  This  fort 
nate  trend  owes  most  of  its  impetus  to  the  constant  springing 
and  fast  growth  of  hundreds  of  thousands  of  small  businesses 
is  the  cream  of  this 
corporate  crop  that  we 
celebrate  in  this  annu- 
al report  on  the  best 
small  companies  in 
the  U.S.  Some  of  these 
companies  will  reach 
early  maturity,  but 
others  will  grow  to  be- 
come big  companies, 
replacing  corporate  gi- 
ants that  have  become 
old  and  tired. 

This  year  Forbes 
draws  an  analogy  be- 
tween this  teeming 
population  of  small 
businesses  and  Adam 
Smith's  famous  pin 
factory,  where  spe- 
cialization led  to  tre- 
mendous gains  in  pro- 
ductivity. Just  as  spe- 
cialization among 
types  of  labor  led  to 
vastly  increased  pro- 
ductivity in  Smith's 
time,  so  does  corporate  and  marketing  specialization  lead  I 
economic  growth  and  to  better  satisfaction  of  consumer  warn 
in  our  own  times.  Business  America  is  a  pin  factory,  teemir 
with  companies  of  every  size  and  description,  filling  every  war 
and  creating  new  ones. 

We  suspect  our  analogy  would  please  the  old  Scottish  mor; 
philosopher.  We  are  experiencing  in  this  country  benefits  ths 
could  never  come  from  central  planning.  The  proliferation  an 
vitality  of  smaller  businesses  here  come  from  the  energeti 
working  of  individual  self-interest,  responding  to  signals  froi 
the  marketplace  and,  in  the  end,  enhancing  the  common  ecc 
nomic  good.  The  cover  feature,  prepared  by  Steve  Kichen  an 
Matthew  Schifrin,  begins  on  page  160. 

Which  brings  me  to  another  major  article  in  this  issu« 
"Stores  for  our  times."  In  the  giant  pin  factory  that  is  economi 
America,  yet  another  form  of  economic  specialization  is  spreac 
ing  fast:  the  convenience  store.  Lisa  Gubernick  chronicles  tb 
rise  of  this  retailing  phenomenon  and  explains  why  both  th. 
fast-food  and  supermarket  industries  feel  threatened.  Starts  o: 
page  40. 


Adam  Smith 


Editor 
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5  your  small  business  grows,you'll  find  a  worthy  partner 
!       in  the  American  Express  Corporate  Card. 

[To  make  the  Corporate  Card  your  partner,  1 
call  l-800-S28-AMEX*or  fill  out  this  coupon. 


o  matter  what  size  your  business 
ht  now,  the  American  Express® 
orate  Card  is  an  indispensable 
or  managing  your  travel  and  en- 
nment  expenses— in  fact,  all 
chargeable  business  expenses, 
he  Corporate  Card  makes  record 


keeping  easier.  You  get  a  monthly 
statement  which  provides  the  exacting 
expense  documentation  you'll  want 
come  tax  time.  And  a  Quarterly 
Management  Report  that  gives  a 
detailed  summary  of  who  spent 
what  where. 

Furthermore,  the  Corporate  Card 
keeps  all  your  business  expenses  sepa- 
rate from  your  personal  expenses. 

But  the  bottom  line  is  that  you 
and  your  employees  will  be  carrying 
the  Card  that's  as  respected  as 
your  company.  The  American  Express 
Corporate  Card. 


Mail  to:  A.M.  Busquet,  V.P.,T.M.S. 
P.O.  Box  53821,  Phoenix,  Arizona  85072 
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Franchising  Old  Blighty 

British  entrepreneurs  are  going 
bonkers  over  franchises.  Travel 
agencies,  photo  development  shops 
and  janitorial  service  firms  are  among 
the  fastest-growing  franchise  fields  in 
Britain,  according  to  a  recent  report  by 
London's  Power  Research  Associates. 
The  report  indicates  that  the  number 
of  leisure  franchises — photo  shops, 
travel  agencies  and  video  rental  out- 
lets— could  grow  sixfold  by  1991. 
Overall,  sales  by  British  franchisees 
are  expected  to  jump  26%  this  year,  to 
$3  billion.  And  that's  only  about  2% 
of  U.K.  retail  sales.  In  the  U.S.,  fran- 
chises ring  up  an  estimated  33%  of  all 
retail  sales.  Why  the  huge  lag?  Mi- 
chael Power,  managing  director  of 
Power  Research,  thinks  it's  a  lack  of 
people  rather  than  a  scarcity  of  oppor- 
tunities: "We've  been  inhibited  by  a 
lack  of  small  entrepreneurs." 


Pack  up  your  troubles 

The  traveler  who  diligently  packs 
the  dinner  jacket  and  forgets  the 
black  tie  has  plenty  of  company.  Del- 
sey  of  Paris,  the  French  luggagemaker, 
has  polled  chief  executives  of  500  top 
U.S.  companies  and  learned  they  are 
as  inefficient  packers  as  lesser  mor- 
tals. The  replies  (Delsey  claims  a  20% 
response)  showed  that  half  the  corpo- 
rate honchos  fail  to  pack  a  toothbrush 
or  toothpaste,  or  both.  Almost  as 
many,  45%,  leave  their  sunglasses  at 
home.  Another  10%  forget  a  belt,  and 
the  same  number  arrive  without  paja- 
mas. Oddly,  25%  pack  travel  irons, 
thus  giving  Delsey's  president,  Carl 
Zezza,  his  cue  to  offer  a  pamphlet  on 
wrinkle-free  packing. 


The  fitness  summit 

Reykjavik  made  the  headlines,  but 
there  have  already  been  other, 
quieter  U.S. -Soviet  talks.  George  Al- 
len, the  ex-Redskins  coach  who  chairs 
the  President's  Council  on  Physical 
Fitness  &  Sports,  met  in  Leningrad 
last  month  with  Marat  Gramov,  who 
heads  the  Soviet  Committee  for  Phys- 
ical Culture  &  Sport  and  its  national 
Olympic  committee,  to  shape  up  a 
bilateral  fitness  and  exchange  pro- 
gram. Soviet  children  will  take  the 


Mary  Lou  Retton 
Out  of  shape? 


U.S.  fitness  test  in  their  schools  and 
U.S.  children  will  take  the  Soviet  test 
here.  (The  papers  will  be  signed  in 
Washington  in  November.)  An  ex- 
change program  will  send  perhaps  a 
dozen  U.S.  youths  to  Soviet  summer 
fitness  camps,  perhaps  as  many  young 
Russians  here.  "The  object  is  to  com- 
pare, not  to  compete,"  Allen  says.  The 
comparisons  may  show  the  Ameri- 
cans coming  up  short.  The  U.S.  test 
(for  children  aged  6  to  17)  involves 
curl-ups,  chin-ups,  stretching  and  a 
shuttle  run,  he  says.  Soviet  children 
(in  the  same  age  group)  are  also  tested 
on  swimming,  cross-country  skiing,  a 
1,500-meter  run  and  alternate-foot 
jump-ups.  "The  best-kept  secret  in 
the  U.S.,"  Allen  says,  "is  the  lack  of 
youth  fitness."  Still,  coach,  Mary  Lou 
Retton  swept  the  1984  Olympic  gym- 
nastic events  at  age  16,  and  American 
youths  continue  to  dominate  sprint 
events  in  international  competition. 


Instant  models 

Computer-aided  design  (CAD)  can 
put  a  three-dimensional  prototype 
concept  on  a  computer  screen,  but 
creating  a  model  in  real  space  still 
takes  time.  Modeling  one  plastic  part, 
such  as  a  personal  computer  casing, 
can  take  four  months.  Fashioning  the 
several  prototypes  usually  needed  be- 
fore the  final  product  is  okayed  can 
add  a  year.  Ultra  Violet  Products,  a 
private  firm  in  San  Gabriel,  Calif.,  has 


designed  and  patented  a  way  to  mc 
prototypes  almost  instantly.  UV 
"stereolithography"  is  a  high-tej 
kind  of  printing,  says  Ray  Fre^ 
whose  San  Gabriel-based  3-D  Systei 
holds  an  exclusive  license.  The  pi 
cess  uses  ultraviolet  light  that 
stantly  solidifies  liquid  plastic,  lit' 
ally  "printing  out"  cross  sections 
an  object  on  the  liquid's  surface 
computer  command.  As  the  object1 
lowered  via  an  elevator  platform,  eai 
cross  section  drawn  on  the  surfa 
adheres  to  the  last  one,  until  the  mc 
el  is  complete.  Freed  predicts  a  hu 
potential  in  Detroit,  where  it  can  co 
$150,000  to  make  one  engine-bloi 
pattern.  The  idea  would  also  work  f 
instant  architectural  models  and  i 
dustrial  designs,  a  boon  for  the  hkesi 
Revlon,  which  needs  a  number 
packaging  prototypes  each  week.  3-j 
backed  by  $3.8  million  in  venture  ca 
ital  from  Vancouver's  Lionheart  R 
source,  will  start  taking  orders  ne 
June  and  make  its  first  deliveries 
the  $50,000-and-up  machines  in  If 


Quote,  unquote 

Bjarni  Sigtryggsson,  director 
sales  for  Reykjavik's  Hotel  Sag 
on  how  Iceland  might  profit  from  tl 
attention  generated  by  the  Reagal 
Gorbachev  minisummit:  "In  the  cai 
of  Iceland,  I  think  that  any  impressio 
is  a  good  impression." 


The  silver  parachutes? 

The  golden  parachute  is  standai 
equipment  in  most  boardroorr 
and  executive  suites  to  cushion  tH 
landing  in  the  event  a  takeover  dii 
tates  a  hasty  bailout.  But  what  aboi 
the  rank  and  file?  Herman  Mille 
Inc.,  a  $531  million  (sales)  Michigai 
based  maker  of  office  furniture,  hi 
instituted  what  it  calls  silver  par; 
chutes.  In  the  event  of  an  unfriendl 
takeover  at  Miller,  these  would  pre 
tect  all  employees  with  at  least  twi 
years'  service.  Under  the  plan,  whic 
started  in  September,  Miller  promise 
full-time  employees  full  severanc 
benefits — at  least  one  year's  salary- 
if,  within  two  years  of  a  hostile  take 
over,  they  are  fired  for  other  than  jus 
cause.  (Miller  has  4,000  full-timersi 
They  would  get  the  same  if,  withi] 
the  same  time  frame,  they  leave  vo. 


intarily  because  their  base  salary,  bo- 
lus plans  or  benefits  are  cut  or  discon- 
Inued.  The  same  applies  in  reassign- 
nents  to  jobs  with  less  status  or  pay 
r  if  their  office  location  is  moved 
liore  than  20  miles.  Miller  also  prom- 
;es  to  pay  all  expenses,  including  le- 
■il  fees,  incurred  in  obtaining  benefits 
■nder  its  parachute  plan.  Why  do  all 
lis?  The  company  says  the  idea  is  to 
'rotect  the  stakes  of  those  who  invest 
leir  lives  in  a  company  and  contrib- 
1  te  to  its  success.  Of  course,  it  also 
ould  serve  to  deter  takeover  artists. 


'aying  history's  rent 

3ne  victim  of  Washington's  bud- 
getary problems  is  the  National 
trust  for  Historic  Preservation, 
idiich,  among  other  things,  looks  af- 
ix  17  historic  houses — everything 
(  om  the  home  of  railroad  speculator 
toy  Gould  in  Tarrytown,  N.Y.  to  an 
ntebellum  mansion  near  Charleston, 
I.C.  In  1980  nearly  half  its  budget 
lame  from  Uncle  Sam,  but  federal 
(irgesse  now  accounts  for  less  than 
10%.  Staffing  and  maintaining  the 
fouses  alone  costs  $4.5  million  a  year, 
Ind  admission  charges  of  $3  to  $6 
[ring  in  only  $400,000.  The  Trust  is 
flmost  making  ends  meet  with  en- 
lowments  (most  of  them  small),  spe- 
ial  uses,  rental  fees  and  donations — 
articularly  important  for  major  res- 
!3rations  (and  particularly  vulnerable 
inder  the  tax-reform  bill).  San  Fran- 
jisco's  Filoli  House  (the  name  is  con- 
censed  from  "fight,  love,  live,"),  an 
tarly-20th-century  pile  built  by  archi- 
;ct  Willis  Polk,  earned  a  six-figure 
/;e  when  it  was  taped  tor  Dynasty,  the 
ligTV  soap.  Decatur  House,  Commo- 
pre  Stephen  Decatur's  1819  home 
(cross  from  the  White  House,  now 
as  an  addition,  a  $1.3  million  car- 


riage house  for  seminars,  and  rents  it 
for  receptions  for  everything  from  the 
International  Monetary  Fund  to  pri- 
vate wedding  parties.  This  could  bring 
in  $200,000  this  year— 72%  of  the  De- 
catur House  budget— and  $400,000  by 
1990.  But  the  houses  take  only  20%  of 
the  Trust's  budget.  The  rest  goes  to 
manage  programs  and  other  proper- 
ties, for  grants,  financial  services  and 
administration. 


Back  to  basics 

Although  20%  to  25%  of  its  gradu- 
ates since  1980  received  bache- 
lor's degrees  in  business  administra- 
tion, Colorado  College  is  dropping  its 
undergraduate  business  major.  Why? 
The  pool  of  qualified  business  profes- 
sors is  too  small  for  the  job,  and  to 
avoid  faculty  jealousies,  the  college 
refuses  to  pay  one  group  more  than 
another,  says  Walter  Hecox,  econom- 
ics department  chairman. 

The  reason  for  the  scarcity,  of 
course,  is  the  rate  at  which  colleges 
and  universities  now  churn  out 
M.B.A.s  and  B.B.A.s.  Graduate  busi- 
ness programs  have  nearly  doubled,  to 
650,  since  1974.  Some  66,600  M.B.A.s 
were  granted  in  1984,  more  than  dou- 
ble the  number  in  1974.  Undergradu- 
ate business  degrees  rose  even  more, 
increasing  71%,  to  over  230,000  in  the 
same  period. 

Colorado  College  thinks  it  can  mar- 
ket its  crops  of  students  another  way. 
"Businesses  want  liberal  arts  gradu- 
ates with  accounting,  economics,  law 
courses  and  the  ability  to  write  and 
speak  well,"  Hecox  says.  "A  business 
major  is  not  required  for  any  of  that.  A 
classics  major  will  be  equally  well 
prepared."  Students,  angry  at  first, 
have  apparently  started  buying  the 
idea,  Hecox  says  hopefully. 


/)('  carriai 


at  Commodore  Decatur  's  hoitu 


"he  high  cost  of  history. 


The  old  college  tab 

Collecting  for  colleges  is  big  busi- 
ness and  it  is  getting  bigger. 
Washington  University  in  St.  Louis 
started  a  $300  million  fundraising  ef- 
fort in  1983  and  has  already  raised  a 
record  $503.5  million,  although  the 
campaign  doesn't  end  until  next  year. 
Princeton  rounded  up  $410  million  in 
a  targeted  $330  million  campaign  that 
ended  in  June.  Columbia  University 
has  raised  $421  million  so  far  in  its 
$500  million  campaign,  which  runs 
until  the  end  of  next  year.  Washing- 
ton's success  has  given  it  the  nation's 
ninth-largest  university  endowment 
fund,  at  $972  million,  placing  it  in  a 
class  with  Harvard  (with  a  $3.7  billion 
endowment),  University  of  Texas 
($2.6  billion),  Princeton  ($1.9  billion) 
and  Yale  ($1.7  billion).  But  why  the 
success?  Herbert  Hitzeman,  who 
heads  up  Washington's  campaign, 
says  it  was  careful  planning  and  orga- 
nization. He  also  had  2,100  volun- 
teers making  calls,  and  the  backing  of 
corporations  with  a  major  presence  in 
St.  Louis,  including  Anheuser-Busch, 
Ralston  Purina,  McDonnell  Douglas 
and  Monsanto.  Together,  corpora- 
tions donated  more  than  $52  million. 


Charge! 

Americans  hold  more  than  160  mil- 
ilion  major  credit  cards  but  growth 
is  shrinking  and  issuers  are  fighting 
for  market  share.  American  Express 
hopes  such  lures  as  doubling  the 
length  of  factory  warranties  on  goods 
bought  with  its  card  and  offering  dis- 
counts on  chauffeur  service  billed 
that  way  will  entice  customers  to  use 
its  card  over  others.  Competitors  are 
dangling  odd  incentives,  too,  says  Stu- 
art A.  Feldstein,  president  of  SMR  Re- 
search Corp.  of  Budd  Lake,  N.J.,  in  a 
study  on  credit  card  competition. 
Amoco  Multicard  gives  discounts  on 
movie  tickets  and  bus  fares.  A  House- 
hold International  bank  subsidiary  of- 
fers free  termite  inspections  with  its 
card.  Sears'  Discover  Card  arranges 
50%  off  psychiatric  care  at  HCA  hos- 
pitals. From  now  until  Christmas, 
Citicorp  will  offer  gifts  tied  to  the 
amounts  charged:  for  $500  on  its  Visa 
card,  consumers  get  free  golf  balls  or  a 
travel  clock;  for  $8,000,  a  free  round- 
trip  air  ticket  in  the  U.S.  The  effec- 
tiveness of  all  this  has  yet  to  be 
proved,  Feldstein  says.  "How  many 
people,"  he  asks,  "are  going  to  take  a 
credit  card  because  they  get  half  off  a 
Rorschach  test?" 


21  LOGICAL  REASONS 
TO  BUY  A  SAAB. 


In  each  of  us,  there  is  a  tough, 
cold,  logical  side  that  wants  to  have 
hard  facts,  data  and  empirical 
evidence  before  it  will  assent  to 
anything. 

So  when  your  impulsive, 
emotional  side  saw  the  exciting 
photograph  on  the  facing  page  and 
yelled  "Hey,  look  at  this!!'  your  log- 
ical side  immediately  asked  to  see 
some  solid  and  relevant  information 
about  the  Saab. 

Here,  then,  are  some  of  the 
more  significant  hard  facts  about 
Saabs,  facts  that  make  a  strong 
logical  argument  in  favor  of  owning 
a  Saab: 

1)  Front-wheel  drive.  Once, 
Saab  was  one  of  the  few  cars  in  the 
U.S.  that  offered  this.  Since  then, 
most  other  carmakers  have  dis- 
covered the  superior  handling  and 
safety  of  front-wheel  drive  and  have 
followed  Saab's  lead. 


2)  Turbocharging.  More  power 
without  more  engine  displace- 
ment. Saab's  third  generation  of 
turbocharging,  incorporating  an 
intercooler  and  Saab's  Automatic 
Performance  Control  system,  is  still 
a  generation  or  two  ahead  of  any 
competition. 

3)  Four-valve  technology. 
Doubling  the  number  of  valves  per 
cylinder  improves  engine  efficiency 
enormously.  Yet  another  group  of 
manufacturers  is  beginning  to  line 
up  behind  Saab. 

4)  Advanced  ergonomics.  That's 
just  a  way  of  saying  that  all  instru- 
ments, controls  and  functional  ele- 
ments are  designed  so  that  they  will 
be  easy  and  natural  to  use.  A  legacy 
of  Saab's  aerospace  heritage.  Saab 
is  the  only  car  manufacturer  which 


also  builds  supersonic  military  jets. 

5)  Special  steel  underpanel.  The 
Saab's  smooth  underside  improves 
its  aerodynamics  and  helps  shed 
water  to  prevent  rust. 

60%  40% 


6)  Balance.  60%  of  the  car's 
weight  is  borne  by  the  front  wheels, 
to  maintain  a  consistent  slight  un- 
dersteer  and  superior  traction. 

7)  Rustproofing.  A  16-step  pro- 
cess that's  designed  to  protect  the 
car  from  the  wetness  and  saltiness 
of  Sweden's  long  winters. 

8)  Climate  control.  Your  Saab 
is  going  to  be  comfortable  inside, 
whatever  is  happening  outside.  Air 
conditioning  is  standard  on  all  mod- 
els, and  effective  insulation  helps  to 
control  the  temperature  as  well  as 
the  noise  level  inside. 

9)  High  capacity  electrical  sys- 
tem. For  reliable  starts  in  subarctic 
cold. 

10)  Advanced  Sound  System. 
When  you're  in  the  Saab,  the 
AM/FM  cassette  system  sounds 
wonderful.  When  you  get  out,  it  can 
come  with  you,  to  provide  the  most 
theft  deterrent  possible. 


11)  One  of  the  world's  safest 
steering  wheels.  Heavily  padded 
and  designed  to  collapse  in  a  con- 
trolled manner  in  case  of  heavy 
impact. 

12)  Safety  cage  construction. 
Last  year,  the  U.S.  Highway  Loss 
Data  Institute  ranked  the  safety  of 
cars  based  on  actual  damage  and 
injury  claims.  Saab  900's  were  safer 
than  any  other  midsize  sedans. 

13)  Fold-down  rear  seats.  This 


makes  Saab  the  only  performa 
sedan  in  the  world  that  can  pro 
up  to  56  cubic  feet  of  cargo  spa 

14)  Large,  15-inch  wheels.  1 
permit  good  high-speed  controll 
a  very  comfortable  ride.  They  i 
permit  larger  disc  brakes  all  arq 

15)  Price.  It's  modest,  par- 
ticularly when  you  see  it  against 
comparable  Audi,  BMW,  Merce 
or  Volvo  models. 

16)  Side-cornering  lights.  Th 
show  you  what  you're  getting  inl 
when  you  signal  for  a  turn  at  nig| 


17)  Front  seats.  Firmly  sup 
portive,  orthopedically  shaped 
adjustable  in  practically  every  di 
mension  you  can  imagine.  They 
even  heated. 

18)  Saab  dealers.  They're  all 
over  the  country,  waiting  to  help 
you  with  specially  trained  media 
and  comprehensive  stocks  of  Saa 
parts,  and. . . 

19)  Saab  accessories.  These 
may  be  a  bit  too  much  fun  for  yoi 
logical  side.  They  let  you  custom 
your  Saab  with  factory-approved 
performance  wheels,  floor  mats 
lights  and  so  on.  And  on.  And  on 

20)  Saab's  aircraft  heritage, 
first  Saab  automobile  was  design 
by  aircraft  engineers  who  estab- 
lished a  company  tradition  of  care 
fully  rethinking  problems  rather 
than  just  adopting  the  convention 
solution. 

21)  The  Saab  driving  experieni 
Best  expressed  on  the  facing  pagj 


Tlw  most  intelligent  cars  ever  built. 


NE  EMOTIONAL  REASON. 
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Follow-Through 


IS*  IS  TU  1SYIS 

WITH  THE 
BEST  IN 
YOUR 
INDUSTRY. 


W      We're  in  the  business  of  finding 
candidates  on  their  way  up.  As  a 
result,  we  know  a  lot  of  people 
already  at  the  top.  So  if  you're 
looking  for  high  level  talent, 
Management  Recruiters  is  the  best 
place  to  start. 

But  these  days  what's  impor- 
tant is  not  just  who  you  know,  it's 
what  you  know.  And  our  Account 
Executives  know  your  industry. 
In  many  cases  they  worked  in 
your  industry  before  they  came  to 
work  for  us.  They  keep  up  with 
industry  groups.  They  know  how 
to  pick  out  the  top  performers. 

We've  been  there  before.  We 
know  our  way  around.  We  can 
talk  to  anybody  in  business  on 
their  own  level.  Virtually  all  of  the 
FORTUNE  500  companies  come  to 
Management  Recruiters  for  cur 
ability  to  find  and  recruit  excep- 
tional talent.  And  when  we  go  to 
work  for  you,  we'll  see  eye  to  eye 
with  you,  too. 


MANAGEMENT 
RECRUITERS^ 

The  search  and  recruiting 

specialists. 

Over  300  offices  nationwide. 


Look  in  the  White  Pages 
for  the  Management  Recruiters 
office  nearest  you. 


The  official  rose 

Last-  summer,  for  the  first  time, 
Congress  was  ready  to  create  a 
national  flower  (Forbes, June  30).  The 
late  Everett  Dirksen,  the  Illinois  Re- 
publican, had  fought  for  years  in  the 
Senate  for  the  mangold;  others  had 


give  the  beleaguered  eye  men  the  al 
ity  to  supply  at  least  24-hour  sera 
to  compete  with  the  1-hour  eyegla 
es  the  big  retailers  now  offer.  It  is 
brainchild  of  three  men:  Joel  R 
chairman  of  Associated  Optical,  1 
lack  Melton,  an  optometrist  whq 
chief  executive  officer  of  TOP,  a 
Dr.  John  Gunning,  its  president. 

For   a  $95 


Artt  icfc  World  Hi. 


The  President  says  it  with  roses 
A  /lower  to  go  with  the  flag. 


held  out  for  everything  from  corn  tas- 
sel to  mountain  laurel.  The  rose,  how- 
ever, looked  like  the  winner,  and  last 
month  with  the  two  Democratic  Lou- 
isiana sponsors,  Senator  J.  Bennett 
Johnston  and  Representative  Lindy 
Boggs  looking  on  proudly,  Ronald 
Reagan  finally  signed  the  rose  into 
law  as  the  national  flower.  The  scene 
was  the  Oval  Office,  overlooking — 
what  else? — the  White  House  Rose 
Garden. 


Eyeglasses  by  wire 

The  40,000-plus  U.S.  optometrists, 
ophthalmologists  and  opticians 
have  been  caught  shortsighted  by  the 
advent  of  the  newer  chains  of  eyeglass 
supermarkets  (Forbes,  Oct.  6).  By  this 
year,  these  big  operators  had  halved 
the  80%  share  the  independents  held 
a  scant  eight  years  ago.  And  with  the 
likes  of  Quaker  Oats  and  Gillette 
moving  into  the  eye  business,  the 
small  practitioners  lacked  the  means 
and  money  to  compete  on  a  depart- 
ment-store scale.  Now  the  small-time 
eye-chart  operators  are  fighting  back. 

One  countermove  has  come  from 
Associated  Optical,  a  big  Dallas  sup- 
plier of  ophthalmic  equipment.  The 
ploy  involves  a  new  AO  subsidiary, 
TOP  (for  Total  Ophthalmic  Profes- 
sional) Network,  a  S10  million  com- 
puter-and-phone  link  that  promises  to 


time  fee,  TOP  v 
give  any  eye  praJ 
tioner  a  persoi 
computer  and 
phone  line  to  Asij 
ciated  Optica 
mainframe  in  D 
las.  This,  Gunni 
says,  will  enable  t 
local  store  to  ore 
lenses  (includi 
contacts),  frarr 
and  whatever  else 
needs  and  get  t 
merchandise  by 
freight  within 
hours.  The  local  c 

  ticians  will  also  p 

TOP  $4  per  courier  delivery.  Not  si 
prisingly,  AT&T  is  part  of  the  pi 
gram.  Besides  the  telephone  Inn 
AT&T  will  supply  the  personal  coi 
puters  through  its  CompuShop  su 
sidiary.  The  individual  spectacle  su 
plier  can  use  the  computer  for  ai 
other  purpose  he  chooses.  TOP  w 
also  collect  patient  records  and,  usii 
electronic  mail,  will  keep  the  loca 
abreast  of  new  products  and  devela 
ments  via  the  computer  link.  Final 


The  optician's  ID 
Eyeball  to  eyeball  with  the  biggie: 


Only  the  very  dedicated 
can  make  history 


The  Royal  Oak  -  Day,  Date  and  Moon  face  in  18  k.  gold,  or  18  k.  gold  and  steel  or  all  steel for  men  &  women. 


In  1909,  Ettore  Bugatti  built  the  first  four-wheeled 
thoroughbred  in  history.  Determined  to  create  an 
automobile  of  unsurpassed  beauty,  he  was  pre- 
pared to  risk  everything  in  the  pursuit  of  this  one 
ideal.  And  that  is  why  each  of  his  cars  is  a  work  of 
art  that  cannot  be  copied. 

In  1970,  Audemars  Piguet  entrusted  its  master- 
watchmakers  with  a  new  and  challenging  mission. 
They  were  to  create  the  first  luxury  sports  watch. 

For  months,  designers  and  technicians  combined 
craftsmanship  with  technology  to  produce  a 
masterpiece  that  went  beyond  anything  that  had 
been  seen  before  or  since. 

A  landmark  in  watchmaking  history.  They 
revealed  bolts  and  burnished  metal  to  a  satiny 
sheen,  until  the  unprecedented  and  distinctive 
symmetry  they  were  striving  for  became  reality. 

The  Royal  Oak.  An  exclusive  concept  for  an 
exceptional  lifestyle.  Born  of  the  whole-hearted 
pursuit  of  an  ideal.  Where  cost  plays  no  part. 
Where  each  unique  piece  bears  a  number  to  tell  its 


SHREVE  &  CO. 

JEWELERS  SINCE  1852 


tale  to  future  generations.  Where  copies  can  never 
equal  the  original. 

Today,  the  proud  owner  of  a  Royal  Oak  can  easily 
identify  with  the  spirit  of  the  craftsman  who  risked 
all  to  create  an  ideal.  A  dream  of  perfection  that 
became  part  of  history. 


Bugatti  type  51, 1930,  8  cylinder  2.3  I., 
187  HP. 


MeiaisPlgiiet 

Known  only  by  those  who  know. 


200  POST  STREET.  SAN  FRANCISCO.  CA  94108  ( « IS )  421-2600 


Depending  on  it. 

We  have  a  state-of-the-art  communications  net- 
work service  that  can  do  some  pretty  amazing  thing 

We  call  it  our  Intercontinental  Information 
Service.  It  links  computer  centers  in  several 
countries,  allowing  customers  to  access  a  wide 
variety  of  data  services. 

For  example,  in  Europe,  truckers  use  it  to 
coordinate  freight  information.  And  investors  use  it 
to  manage  portfolios. 

In  America,  insurance  agents  process  policies  i 
and  submit  claims  through  it. 

Who  cares? 

You  might  if  your  business  depends  on  timely 
information.  If  so,  you  should  know  about  our 
Intercontinental  Information  Service  offered  by 
IBM  s  Information  Network. 

We  can  help  you  communicate  information  to 
anybody,  anytime,  anywhere.  And  we've  been  doin 
it  for  years. 

Were  IBM.  With  the  service,  quality,  people  and 
products  to  help  you.  To  find  out  more,  talk  to  you 
IBM  marketing  representative. 


'COMPLIMENTARY  CHRYSLER  CONVERTIBLE 


'Subject  To  Conditions  And  Availability 


pcivAte  villas 
ano  court.  cIub 


444  Avenida  Caballeros.  Palm  Springs,  Ca  92262 


THE  TRAVEL 
CRITICS'  CHOICE 

THE  NEW  YORK  TIMES  — 

Lynn  Rosellini 

"...Fantasies  in  Palm 
Springs."  "If  yours  ts  to 
live  like  royalty,  stay  at  La 
Mancha." 

THE  WASHINGTON 
POST  — 

James  J  Yenckel 
"In  the  midst  of  wealth,  it 
is  tempting  to  taste  a  bit  of 
luxury  yourself. ..the 
height  of  luxury  may  be 
the  Mediterranean-style 
villas  of  La  Mancha." 


W_ Travel  GukteW 
1986 

AFFORDABLE  LUXURY! 

Mini-Suites  $11700-$15200 
Villas  SMS^S/aS00 


Call  for  Reservations  (619)  323-1773 
Outside  California  (800)  854-1298 
From  LA.  Toll  Free  (213)  275-7962 


Sterling  Corporate  Holiday  Gifts  From  Tiffany 

Distinctive  holiday  gifts  for  the  executive 

from  Tiffany's  Corporate  Division. 
From  left:  Electronic  calculator,  scheduler, 

memo,  clock,  calendar  and  alarm 
with  sterling  silver  band,  43/+  x  2V2",  $165. 
Perpetual  calendar  in  sterling  silver,  33/4  x  23k",  $65. 
To  open  a  corporate  account  or  place 
an  order,  please  call  212-605-4401. 


TIFFANY  &C0. 

NEW  YORK  •  BEVERLY  HILLS  •  CHICAGO  •  DALLAS  •  HOUSTON 
BOSTON  •  ATLANTA  •  SAN  FRANCISCO  •  PHILADELPHIA  ©T&CO.  1986 


TOP  is  offering  ready-made  m< 
campaigns  to  promote  the  locals. 

President  Gunning  doesn't  exj. 
that  TOP  will  ever  enroll  all  40, 
eye  practitioners  in  its  network, 
in  its  first  two  weeks  of  operatioi 
garnered    400    participants  in 
states.  Gunning  expects  1,000  by 
first  of  next  year  and  3,000  by 
middle  of  1987. 


Ink,  Inc. 

Printing  ink  will  never  disappea 
says  Shigekuni  Kawamura,  pr< 
dent  of  Dainippon  Ink  &  Chemic. 
japan's  premier  producer,  with  £ 
billion  in  sales  for  the  year  ending  1 
March  (Forbes,  June  30).  His  grand 
ther  dreamed  of  getting  a  30%  shari 
the  world  ink  market,  and  Kawam 
has  just  taken  a  long  step  toward  t 
filling  that  hope  with  his  purchase 
Sun  Chemical's  ink  and  graphic  a 
division.  It  was  the  biggest  Japan' 
acquisition  in  the  U.S.  in  history,  s 
passing  Fuji  Bank's  $475  million  d| 
for  Walter  E.  Heller,  the  factor] 
firm,  in  1984.  What's  more,  it  beg 
as  a  hostile  takeover,  the  first  by  a 
Japanese  company  in  this  count 
With  it,  Kawamura  now  has  15% 
the  world's  ink,  halfway  toward  t 
goal  his  grandfather  set  early  in  t 
century. 

Kawamura  started  after  Sun  as 
friend — he  and  Sun's  president,  Nl 
man  Alexander,  had  been  close  for 
years.  Last  year  he  offered  to  buy  l 
graphic  arts  division,  Sun's  bigg« 
and  most  profitable  segment,  for  $4 
million.  His  old  buddy  responded 
demanding  $600  million.  So  last  Ap 
Kawamura  dropped  the  chummy  a 
proach  and  bid  $663  million  for  t| 
whole  of  the  New  York  City-basi 
inkmaker.  The  once-friendly  Alexa 
der  refused  and  boosted  his  own  sta. 
in  Sun  to  47%  as  a  defense.  (Sun  of 
cers  and  directors  held  a  majority 
its  stock.) 

Now  Sun  has  capitulated  and 
selling  the  graphic  arts  division 
Dainippon  for  $550  million.  Why  dj 
Kawamura  jump  his  bid  30%  from  tl 
$425  million  he  offered  last  year? 
don't  feel  it  was  an  expensive  pu 
chase,  due  to  the  yen's  appreciatic 
since  last  year,"  he  says. 

With  his  ink  operations  in  Japa. 
Europe  (he  bought  ten  printing  ir. 
subsidiaries  from  a  West  German  fin 
in  July)  and  now  in  the  U.S.,  Kaw 
mura  is  not  only  moving  forward  1 
his  grandfather's  goal  but  has  learra 
that  when  friendship  fails,  hostilii 
sometimes  works. 


For  *26,000,000 

ve'd  even  tell  Xerox 
one  of  our  secrets. 


II 


EIGHTEEN  MILLION  DOLLARS  &  NO  CENTS. 


Mi         CHECK  NUMBER 


rSAVIN  CORPORATION  ~l    6/10/85      803485  118  000  000  00 

9  WEST  BROAD  STREET  •xo,uuu,UUU.UO 


STAMFORD,  CT  06904 


Savin  is  a  very  proud  company. 

But  we're  not  crazy. 

So  when  Xerox  paid  us  $26  million  for  the  use  of  one  of  our  technological 
eakthroughs,  we  decided  to  let  bygones  be  bygones. 

There  was  just  one  stipulation.  They  couldn't  use  our  technology  to  compete 
th  us.  (As  we  mentioned  earlier,  we're  not  crazy.) 

Of  course,  you  can  profit  from  our  technology  for  considerably  less. 

Just  buy  a  Savin  copier. 

You'll  get  our  much  sought-after  Savin  technology.  And  a  lot  more. 

You'll  get  a  company  that  turns  out  almost  100  million  copies  every  day.  With 
astounding  reliability  record.  And  a  nationwide  professional  sales  and  service 
Iwork. 

Those  are  just  some  of  the  reasons  Savin         p  mm  MMM  H 

as  the  fastest  growing  copier  company  in  the  )  (    fjf  \ 

id-volume  category  over  the  last  two  years.  11       j_i     1  1 

But  that's  no  secret  to  Xerox.  MOWUie  leaders. 


For  information  on  Savin  copiers,  contact  your  local  Savin  branch,  Savin  dealer  or  call  1-800-45-SAVIN. 

Xerox*  is  a  trademark  of  Xerox  Corporation. , 


Readers  Say 


MILLIONS  OF 


Mead's  complete  line  of  bond  and  copier 
Business  papers  is  among  the  most  popular  today. 
A  great  way  to  start  your  business  day. 


(Tfeod 

Business  Papers 

Mead  Paper/Courthouse  Plaza/Dayton,  Ohio  45463 


Forbes  Subscriber  Service 

60  Fifth  Avenue 
New  York,  NY  10011 

Call:  1-800-772-9200  Ext.  338 

Change  of  Address.  Please  give  six  weeks 
notice.  Write  your  new  address  on  this 
form  and  return  it  with  a  recent  mailing 
label  from  the  magazine. 

New  Subscription.  To  order  Forbes,  fill  in 
the  form  and  return  it  with  a  check  for 
the  subscription  you  prefer.  □  1  year 
$42  □  3  years  $84  (the  equivalent  of 
one  year  free).  Canadian  orders,  1  year 
$77C,  3  years  $173C.  Orders  for  other 
countries  add  $35  a  year  to  U.S.  rate. 

ATTACH  MAGAZINE  MAILING 
LABEL  OR  WRITE 
SUBSCRIBER  NUMBER  HERE 


Subscriber  number 


Name       (please  print) 


New  Address 


City 


State 


Zip 


Date  of  address  change 


F-3820 


Alliteral  merger 

Sir:  Re  Armand  Hammer's  move  to 
acquire  Arm  &.  Hammer.  It  made  me 
think  that  the  coincidence  between 
Armand  Hammer's  name  and  Arm  &. 
Hammer  is  purely  Occidental. 
— Nat  Kameny 
Bergenfield,  N.J. 


They'll  do  it  again 

Sir:  Fact  and  Comment  (Sept.  22)  asks, 
"With  rates  soaring,  and  far  fewer 
risks  being  covered,  how  can  insur- 
ance stocks  miss?"  Please  rest  assured 
that  company  managements  will  find 
a  way. 

— Neivcomb  B.  Pines 
New  York,  N.Y. 


We  blew  it 

Sir:  Why  are  so  many  people  baffled 
that  the  trade  deficit  persists?  Behind 
the  umbrella  of  the  self-inflicted  de- 
cline of  the  dollar,  manufacturers 
raised  prices  and,  thereby,  they  as- 
sured that  exports  will  remain  static 
and  that  imports  will  remain  as  invit- 
ing as  ever. 
— Joseph  H.  Cowan 
San  Francisco.  Calif. 


Emotions  move  markets 

Sir:  Your  article  on  the  "casino  socie- 
ty" (Sept  22)  concerned  itself  only 
with  tbe  technique  and  ignored  the 
emotional  reaction.  Program  trading 
causes  very  large  price  changes  in  very 
short  periods.  This  is  not  "bad, "  but  it 
would  under  some  circumstances 
turn  out  to  be  the  equivalent  of  yell- 


ing "fire"  in  a  crowded  theater.  E 
if  there  is  no  fire,  program  trading 
the  potential  to  precipitate  a  pa 
that  will  feed  on  itself,  hurt  m 
investors,  and  possibly  lead  to  e 
worse  consequences. 
— -James  S.  Hekimian 
Belmont,  Mass. 


They're  not  no  geniuses 

Sir:  Having  spent  16  years  evaluat 
money  managers,  I  thought  it  app 
priate  to  remind  your  readers  ("Ha 
got  a  money  manager  for  you,"  Si 
22)  that  the  stock  market  has  b< 
rising  since  October  of  1974.  A 
consequence,  average  investment 
turns  are  substantially  above  histi 
cally  sustainable  norms.  Many  inve 
ment  managers,  as  well  as  the  n 
"matchmakers"  who  evaluate  the 
have  mistakenly  confused  their  go 
fortune  with  intellect. 

The  outcome  will  be  predictal 
painful.  The  consulting  commun 
will  shrink  to  the  handful  of  firms  t 
understand  the  short  shelf  life  of  mi 
money  managers  in  a  bear  market. 
— Michael  Stolper 
President. 
Stolper-  &  Co. 
San  Diego,  Calif 


We're  free 

Sir:  To  say  that  the  Boston  Stock 
change  is  controlled  by,  or  even  o\ 
its  existence  to,  ABD  Securities  ("1 
Fed  in  the  middle,"  Sept.  8}  is  to  d 
severe  injustice.  ABD  Securities 
been  an  extremely  important  and  pi 
itive  factor  on  the  Boston  Stock  1 
change.  For  the  Exchange  to  "owe 
existence"  or  be  "controlled,"  how 
er,  it  would  seem  that  a  firm  shoi 
account  for  more  than  10%  of  tradi 
volume,  revenues  and  profits,  or  ij 
resent  more  than  one  vote  on 
Board  of  Governors.  Neither  is  tru« 
— William  G  Morton  Jr. 
Chairman  and  Chief  Executive, 
Boston  Stock  Exclmnge  Inc. 
Boston,  Mass. 


Bumper  article 

Sir:  I  have  probably  read  just  abc 
every  article  that  has  been  written 
the  subject  of  agriculture  policy  oi 
the  past  20  years.  lerry  Flint's  "Sol 
problems  won't  go  away"  (Sept.  2? 


The  more  money  your  company  makes, 
the  more  likely  it  is 
to  lose  money 


Nothing  succeeds  like  success,  "they" 
say. 

Nothing  Jails  like  success,  we  say. 

Think  about  it.  We  spend  a  lot  of  time 
finding  ways  to  be  successful.  And 
once  we  make  it,  all  we  think  about  is 
how  to  stay  successful. 

So  we  stop  doing  what  got  us  there— 
not  being  satisfied  with  the  way  things 
were;  looking  for  what  we  could  do  to 
make  more  money  come  in;  finding 


every  way  possible  to  increase  sales, 
production,  profits. 

The  incentive— lack  of  success,  of 
enough  money— is  gone.  You  can  now 
take  it  a  little  easier,  not  be  as  con- 
cerned about  efficiency.  In  all  areas. 

And— oddly  enough— you  have  nobody 
to  do  for  you  the  things  you  once  did. 
Even  though  you  can  now  afford  it. 

You  may  have  nobody.  But  we  have. 


Alexander  Proudfoot 

Specializing  in  the  Installation  of  Productivity  Improvement 

and  Profit  Enhancement 


The  Alexander  Proudfoot  Worldwide  Family  of  Companies.  Founded  1946.  Executive  Offices:  249  Royal 
Palm  Way,  Palm  Beach,  FL  33480  (800-843-4877).  Operating  in  the  United  States,  Canada  (Toronto 
416-862-7543),  Mexico  (Mexico  City  905-254-6711),  Brazil  (Sao  Paolo  011.283.2533),  Great  Britain, 
France,  Belgium  (Brussels  02.51 1.0640),  Federal  Republic  of  Germany,  Italy,  Spain,  Portugal,  Denmark, 
Ireland,  Luxembourg,  The  Netherlands,  Hong  Kong,  Singapore  (65.225.4646),  Malaysia  Australia 
This  message  prepared  by  Proudfoot  Communications. 


PHONE 
BILL 
MYSTERIES 
SOLVED! 

Your  phone  bill  isn't  intended  to  be 
a  secret.  Then  why  is  it  a  puzzle 
you  cant  decode? 

The  information's  there,  but  the 
format  isn't  organized  for  a  thorough 
analysis  of  costs.  So  you  can't  ef- 
fectively measure  your  company's 
telephone  usage,  or  point  out  areas 
of  misuse  and  abuse. 

At  Account-A-Call  Corporation, 
we've  created  a  way  to  decipher 
your  company's  telephone  costs! 
Our  telecommunications  data  pro- 
cessing firm  has  introduced  the  , 
most  advanced  reports  on  the 
market.  And  now  our  reports  are. 
more  graphically-revealing  than 
any  other  available.  , 

We've  found  a  way  to  simplify 
and  organize  data  while  reducing 
your  analysis  time— through  the 


use  of  visually  exciting  charts  and 
graphs.  These  revolutionary  new 
graphics  offer  a  complete  picture 
of  your  telephone  system,  pointing 
out  effective  and  ineffective  phone 
usage  throughout  the  company! 

Our  numerical  information  is  or- 
ganized into  easy-to-read  columns 
with  headings  that  describe  who 
made  the  calls,  when  and  where 
they  were  made,  how  long  they 
took  and  how  much  they  cost. 

Our  reports  also  allocate  tele- 
phone costs  by  company,  division, 
department,  cost  center  and  individ- 
ual. They  analyze  WATS,  foreign 
exchange,  tie-lines  and  other 
special  service  activities. 

With  our  help,  you  can  have 
complete  visibility  and  control  of 
your  telephone  system.  We'll  help 
you  eliminate  abuse  and  misuse 
while  obtaining  the  best  possible 
telephone  service  at  the  lowest 
possible  cost.  More  important, 
we'll  provide  you  with  reports 
you  can  understand! 

Account-A-Call 

CORPORATION 


just  a  super  piece  of  reporting.  I 
understood  the  problem  well, 
plained  it  well,  and  did  it  succinct 
and  in  language  that  everyone  coil 
understand.  I  v/ish  every  agncultu^ 
policy  decision  maker  in  the  woi 
could  read  it. 
— Clayton  Yeutter 
The  U.S.  Trade  Representative, 
Executive  Office  of  the  President 
Washington,  D  C. 


Diagnosis  of  new  trend 

Sir:  Your  comments  ("Among  Ne 
Doctors,  A  Wonderful  Trend,"  I'd 
and  Comment.  Sept  22)  regarding  tl 
decline  of  physicians  opting  for  pa 
chiatry  and  the  increase  of  Ameriq 
physicians  selecting  family  practij 
are  misguided. 

The  decline  in  numbers  selects 
psychiatry  is  most  probably  related 
working  conditions  and  to  psychiati 
being  the  lowest-paid  branch  of  t 
medical  profession. 
— Richard  Brozovich,  Ph.D. 
Waterford,  Mich. 


What  does  this  tell  us? 

Sir:  A  few  calculations  on  the  pit 
paternity  leave  response  as  cited 
Fact  and  Comment  (Sept.  22) 

Of  the  15  letters  you  classified 
"misplaced  righteousness,"  46' 
came  from  New  York  State,  69%  frol 
states  on  the  eastern  seaboard,  an 
84.6%  from  east  of  the  Mississippi,  fl 
the  remaining  15.4%,  two-thirds  a) 
from  Oregon,  the  remainder  frd 
Texas.  Using  first  names  as  a  mean 
of  determining  sex  (not  necessarii 
valid  these  days),  of  the  15  respons* 
cited,  71.4%  were  from  women. 
— Roger  Hull 
Laguna  Beach.  Calif 


Speed  kills? 

Sir:  Re  Fact  and  Comment  (Aug  2: 
"Anyone  Going  55mph  On  Highway 
is  a  danger  to  safe  motoring."  I  agre 
Let's  make  it  50. 
— Ruth  Taplin 
Castries,  St.  Lucia 
West  Indies 

Sir:  The  only  way  we  have  been  ah 
to  get  Californians  to  drive  at  65mp 
is  with  a  55mph  speed  limit.  Whe 
the  limit  was  65,  the  median  traffi 
speeds  were  close  to  75. 
— Robert  Kabn 
Lafayette,  Calif 


BEFORE  WE 
BROUGHT  OUR 
FRENCH  HOTELS 
TO  AMERICA, 
WE  HAD  TO  PASS 
A  PRETTY  TOUGH 
REVIEW  BOARD. 

It  isn't  easy  to  survive  the  tough 
demands  ot  a  mother  country  like 
France.  It  the  texture  of  a  baguette 
of  French  bread  isn't  just  right,  if 
fresh  chocolates  aren't  placed  next 
to  your  bed  at  precisely  the  right 
moment,  and  the  concierge  can't 
have  a  suit  pressed  in  a  matter  of 
hours,  you  might  as  well  give  up 
the  business.  So  when  we  brought 
our  French  hotels  to  the  U.S.,  we 
were  allowed  only  one  concession- 
to  temper  our  French  hospitality 
with  American  convenience. 
The  people  of  France  didn't  seem 
to  mind. 

Houston  

Near  Intercontinental  Airport 

Minneapolis  

Near  International  Airport 

Toledo  

Downtown  on  the  Riverfront 

Miami  

At  International  Airport 

Chicago  (Opens  March  '87) 

At  O'Hare  Airport 

For  reservations,  call  Resinter, 
1-800-221-4542. 


^0 


Hotel  Sofitel 


TheDiffel 
Netwoiidngj 

When  you  really  sit  down  and  thing,  they  average  20  network  insfc 

analyze  it,  the  critical  element  in  a  tions  in  experience.  They  specialize 

successful  PC  network  isn't  what  you  multi-vendor  systems,  having  worl 

connect.  It's  who  you  connect  with.  with  major  networking  product  ver 

At  Businessland®  that's  a  qualified  dors.  They  come,  not  with  products, 

systems  engineer.  with  a  business/solutions  orientatio 

And  our  systems  engineers  are  And  an  open  mind, 
uniquely  equipped  to  implement  the        The  systems  engineers  don't  ms 

best  possible  PC  connectivity  solution  recommendations  until  they  fully 

for  any  business  environment.  For  one  understand  your  way  of  doing  busin 


ce  Between 

d  Notworkin 


When  they  do,  it's  not  a  sales 
Iposal.  It's  an  objective,  long-term 
in  based  on  your  situation,  their 
:oertise,  the  best  technology  from  the 
><st  vendors  and  Businessland's 
Derience  with  over  1700  successful 
•  work  installations,  nationwide. 
'  That's  the  beginning.  Systems 
]  pieers  stay  involved  in  each  project 
*a  key  team  member,  through 


installation,  software  set-up,  training 
and  service.They  assure  competence 
and  continuity  in  every  network. 

The  Businessland  systems  engi- 
neer is  a  real  part  of  your  networking 
solution  from  day  one.  It's  a  different 
way  of  working.  And  it  works. 

BUSItESSuuD 

A  Different  Kind  of  Computer  Company 


If  Networking  Is 
Y>ur  Objective,  1 
TalkTo  Someone 
Objective  About  It. 


There  are  literally  thousands  of  possible 
PC  networking  solutions  for  every  application. 

There  are  also  hundreds  of  companies 
with  networking  products  to  sell  you. 

At  Businessland;  we've  tested  virtually 
every  product  out  there.  And  we  work  with 
the  best  from  the  best  vendors.  Including  IBM," 
3Com;  Novell;  COMPAQ;  and  Apple."  And 
a  new  company  called  Centram  Systems  West, 
whose  product  TOPS*  lets  IBM  PCs  and 
Macintosh™  co-exist  on  a  network. 

With  over  1700  of  our  networks  currently 
at  work  in  large  and  small  businesses  across  the 


country,  we  have  a  unique  perspective  on  what 
works  in  what  environments.  And  what  doesn't. 

If  you're  ready  to  reap  the  benefits  of 
networking  your  PCs,  take  advantage  of  our 
objectivity  and  experience.  Find  out  what  kind 
of  networking  solution  Businessland  would 
recommend  for  your  business  needs. 

Call  us  for  the  location  of  the  Businessland 
Center  nearest  you. 

BUSINESSuuo 

A  Different  Kind  of  Computer  Company 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


DO  AMERICANS  WANT  TO  DIS  ELECT  REAGAN? 


[f  voters  two  weeks  from  now  give  the  Democrats  a 
jority  in  the  U.S.  Senate,  the  result  will  be  a  kind  of 

:all  of  the  President  they  so  overwhelmingly  returned  to 
ice  just  24  months  ago. 

It's  a  distinct  possibility. 

And  it's  not  just  the  doing  of  Democrats.  Quite  a  num- 
of  Republican  candidates  have  been  "distancing" 
temselves  from  Mr.  Reagan. 


The  outcome  in  13  states  is  pivotal:  California,  Colora- 
do, Florida,  Idaho,  Louisiana,  Maryland,  Missouri,  Nevada, 
North  Carolina,  North  Dakota,  Pennsylvania,  South  Da- 
kota and  Washington. 

In  the  next  14  days,  Republican  powers-that-be  on  the 
national,  state  and  local  levels  better  pound  home  this 
vital  point — do  their  voters  really  want  to  tell  Ronald 
Reagan  to  get  lost? 


THE  PRESIDENT  S  GRIM  VISAGE  AT  REYKJAVIK'S  END 

and  Gorbachev's  stony  cold  expression 
clearly,  graphically,  completely  told  the 
story  of  where  relations  are  now  between 
the  two  superpowers. 

All  the  communiques  and  commentary 
torrents  don't  come  even  close  to  capturing 
the  essence  of  the  Iceland  Summit  as  do  the 
looks  on  these  two  faces. 

Josi?  Lbpez/NYT  Pn 

THAT  IT  TAKES  THE  WHOLE  CONGRESS  TO  CAN  A  CROOKED  JUDGE 

is  ridiculous. 


WHEN  THE  RED  NICARAGUANS  SHOT  DOWN  A  PRIVATE  AMERICAN  PLANE 


Dlich  was  supporting  contras,  you'd  have  thought  it  was 
le  biggest  thing  since  Eve  appled  Adam.  That  our  govern- 
[ent  and  most  Americans  would  like  to  see  the  Commie 
jign  in  Central  America  cease  before  it  floods  across 
Itany  leaky  borders  is  a  fact. 

That  Congress  has  appropriated  tens  of  Smillions  (by  a 
liargin  whose  size  is  immaterial  to  my  point)  to  aid  the 


contras  is  a  fact.  What  Assistant  Secretary  of  State  Elliott 
Abrams  said  should  put  this  hugely  press-inflated  arise  into 
perspective: 

"What  has  kept  the  [Nicaraguan]  resistance  alive  has 
been  private  help.  Some  members  of  Congress  accuse  us  of 
approving  of  this  with  a  wink  and  a  nod.  A  wink  and  a  nod, 
hell!  We  think  it  has  been  fine." 


THE  HOME  HAS  A  NEW  HEARTH 


For  the  nostalgic  it's  to  weep  over,  but  the  hearth  has 
pretty  much  gone  up  the  chimney.  That  is,  if  it  still  had  a 
chimney  to  go  up. 

Home  and  hearth  were  one  and  the  same  for  as  long  as 
there  has  been  shelter  in  which  to  hang  one's  hat,  eat  and 
sleep.  No  more.  There  are  more  new  homes  than  ever,  but 
try  finding  one  with  a  functioning,  real  hearth.  You  pay 
umpteen  Sthousands  in  urban  areas,  but  odds  are  there 
will  be  only  a  walled  recess  into  which  you  can  put  a  bulb- 
lit  coal  or  wood  fire  simulator. 

The  sad  fact  is,  even  where  there  is  an  able-to-work 
fireplace,  it  no  longer  figures  consequentially  in  life  at 
home. 

The  new  hearth  is  the  TV  set.  Here's  where  the  house's 
heart  now  is.  It's  always  warm.  Somebody's  always  listen- 


ing. It's  always  on,  even  if  no  eyes  arc  looking.  The  1 
cluster  around  it  whether  they're  doing  homework,  snj 
ing  or  what  have  you. 

Unlike  the  fireplace,  the  TV  set  doesn't  smoke  (usua 
there's  no  chimney  to  be  swept  and  the  chimney  swe 
been  replaced  by  an  aerial  installer. 

On  the  whole,  though,  when  you  think  about  it, 
substitution  of  the  TV  box  for  the  fire  in  the  fireplace  ii 
big  bad  thing.  Through  the  miracle  of  the  tube,  nothing 
one,  no  place  cannot  be  instantly  present  before  ne; 
everyone,  nearly  everywhere. 

It's  made  us  more  aware  of  the  oneness  of  our  wo 
more  aware  that  the  human  soul  is  no  one's  monopoly 

There's  a  lot  going  for  the  new  hearth.  But  it's  sad  to 
the  old  ones  going  the  way  of  their  smoke. 


IF  DAVID  HARTMAN  LEAVES  "GOOD  MORNING,  AMERICA"  NEXT  FEBRUAR 

as  per  that  recent  an- 
nouncement, its  Nielsen 
is  going  to  reflect  how 
much  his  fellow  Ameri- 
cans will  miss  him. 

David's  special,  and 
daily's  better  than  occa- 
sional Specials. 

THE  ULTIMATE  TRIBUTE  TO  HARLEY  DAVIDSON  MOTORCYCLES 


comes  from  Japanese  makers,  who  have  94%  of  the  U.S.'s 
motorcycle  market:  They  keep  churnin'  out  Harley  look- 
alikes. 

Though  these  doubtless  take  some  sales  from  Harley, 
the  technically  top-notch  bikes  produced 
by  Honda,  Yamaha,  Kawasaki  and  Suzuki 
have  not  been  able  to  dent  much  the 
hardcore  "Hog"  lovers.  ("Hog"  is  a  de- 
scriptive term  of  affection  for  big  Harley- 
Davidsons  in  cycle  circles.)  This  is  a 
unique  instance  where  superb  quality, 


less  number  that  have  come  and  gone  in  the  U.S.  sill 
the  two-wheels-and-motor  first  appeared;  the  sounds! 
the  motor  itself,  the  satisfying  thunk  of  its  shifting  ge^ 
the  throaty  noise  of  accelerating — all  are  sounds  onli 
Harley  can  make. 

Interestingly  enough,  in  Japan,  Hark 
have  the  highest  status  (see  />  2m 
though  prices  there  (around  $22,000  foi 
model  that  costs  SI 0,000  here)  virtual 
shut  them  out.  It's  the  same  in  eve 
Harley-Dabidson  country  where  motorcycles  are  sold. 


lower  price  and  super  marketing  simply  are  not  enough. 
Why? 

The  Japanese  look-alikes  are  up  against  the  impenetra- 
ble, totally  intangible  barrier  of  "mystique,"  an  aura 
amassed  in  seven  decades  of  Harleys'  being  "real  cycles"; 
a  reputation  for  true  grit,  enhanced  by  the  fact  that  this 
is  the  only  surviving  American  motorcycle  of  the  count- 


While  our  lone  American  survivor  holds  only  5%  ] 
the  U.S.  market,  Harley-Davidson  is  beginning  to  bui 
anew  with  leaned-down,  much  improved  manufacture 
and  management. 

No  matter  how  well  done  the  look-alikes,  there's 
Harley  hard  core  that  isn't  for  weaning  and  a  growil 
number  of  younger  bikers  who  want  "the  real  one." 


Yamaha 


Honda 


Suzuki 


Kawasaki 


WOULDN'T  YOU  AGREE  THAT  THE  MORNING  NEWSPAPERS 

come  between  more  couples  than  do  in-laws  or 
third  parties? 

In  due  course,  after  the  honeymoon's  over,  those 
whose  living  bears  some  relation  to  what's  happen- 
ing in  the  world  find  looking  at  the  paper  compel- 
ling. As  one  downs  breakfast  and  coffee,  there's  a 
magnetism  about  the  news  that  diverts  one  from 
eyeballing  to  eyebalhng  with  spouse. 

The  whole  scene's  beautifully  captured  in  this 
delightful  canvas  painted  by  William  McGregor  Pax- 
ton  75  years  ago.  The  Breakfast        William  McGregor  Paxton 


JOEY  ADAMS,  THAT  POPULAR,  WIDELY  SYNDICATED  JOKER 

lis  some  real  nuggets  among  the  dross — to  wit:  with  a  gun.  She  wasn't  a  bit  scared:  'You  should  be 

'Poverty  is  hereditary — you  get  it  from  your  children."  ashamed  of  yourself,  robbing  a  poor  little  lady  like  me,'  she 
'This  little  old  lady  was  held  up  by  a  rough  character    protested.  'A  man  your  size  should  be  robbing  a  bank.'  " 


ANTICIPATING  IS  EVEN  MORE  FUN 

than  recollecting. 


AS  FOR  THE  OCCASION  ITSELF 

it's  usually  come  and  gone  too  fast  to  savor. 


BOOKS 

#  Designs — by  fames  Brady  (Crown 
Publishers,  Inc.,  $18.95).  Even  with- 
out controversy,  this  fashion-world 
jiWJ^  blockbuster  was  destined  to  be  as  hot 

a  selling  hit  as  any  knockout  unveiled 
by  the  designers  it  so  knowledgcably 
dissects.  Those  who  didn't  know  Jim 
Brady's  depthful  background  in  fash- 
,  one  would  soon  know  Brady  knew  the  business  sim- 
y  by  reading  his  moving,  unmaudlin,  insightful  chapters 
out  the  legendary  Coco  Chanel.  Her  death  and  funeral 
se  the  curtain  on  this  lurid,  lore-ful  saga  of  Seventh 
renue  and  the  international  fashion  rag  business. 
cerpts:  At  six-thirty  she  felt  nauseated.  It  was  the 


easant,  she  concluded  in  some  irritation.  At  seven  she 
oned  her  secretary.  "Liliane,"  she  whined,  "I'm  not 
ding  well,  not  well  at  all.  Come  over."  She  lay  there, 
aiting,  and  felt  awful,  sickening  things  happening  with- 
her  body.  At  eight  o'clock  that  night,  having  rather 
everly  avoided  the  sort  of  lingering  illness  that  would 
we  annoyed  her  intolerably,  Coco  Chanel  died.  .  .  . 
-jco  was  with  him  now,  with  them  all.  The  funeral 
oved  that,  drawing  people  as  disparate  as  Stanley  Balti- 
ore  and  the  Rothschilds,  Dali  and  himself,  wealthy 
omen  and  journalists,  mannequins  and  rivals.  In  the 
orning  they  would  scatter,  iron  filings  without  a  mag- 
it.  .  .  .  When  the  heat  came  down  from  Giordano  and 
iley  Square,  Lazer  decided  to  cut  his  losses,  sending  his 
zy  men  out  of  town,  out  of  the  country  until  things  had 
>oled  off.  He  himself  would  stay.  He  was  too  old  to  run 
lid  had  too  much  faith  in  crooked  judges  to  worry.  But  he 
I'dn't  want  his  people  being  swept  up  around  him.  Orga- 
'zations  took  years  to  construct.  Men  with  criminal 
cords,  men  with  outstanding  warrants,  men  who  were 
ilnerable,  were  given  neat  bundles  of  cash  and  told  to 


get  lost.  But  since  a  man  like  Carl  Lazer  does  not  go 
unattended,  anymore  than  popes  venture  abroad  without 
a  retinue,  other  men  had  to  be  hired. 


•  A  Salute  to  Singapore — (The 
Times  of  Singapore  Ltd.,  S$75). 
Gorge  yourself  on  this  glorious  pho- 
tographic capture  of  the  old  British 
Empire  citadel  as  it  is  today.  So 
good,  it's  almost  an  adequate  substi- 
tute for  being  there.  (Send  inquiries 
to:  Times  Editions  PTE  Ltd.,  422 
Thomson  Road,  Singapore  1129.) 


WRITERS 

ON 
WRITING 


•  Writers  on  Writing — compiled  by 
Jon  Winokur  (Running  Press,  $7.95). 
Writing  about  writing  is  a  writer  ail- 
ment on  a  par  with  the  common  cold. 
Here  are  brief  bits  from  the  whole 
gamut  of  literary  names.  Surprisingly 
enough,  there  are  occasional  gems 
among  'em. 

Excerpts:  In  America  only  the  successful  writer  is 
important,  in  France  all  writers  are  important,  in  En- 
gland no  writer  is  important,  in  Australia  you  have  to 
explain  what  a  writer  is.  — Geoffrey  Cotterell.  .  .  .  Writ- 
ing is  no  trouble:  You  just  jot  down  ideas  as  they  occur 
to  you.  The  jotting  is  simplicity  itself — it  is  the  occur- 
ring which  is  difficult.  — Stephen  Leacock.  .  .  .  I  love 
being  a  writer.  What  I  can't  stand  is  the  paper  work. 
— Peter  De  Vries.  .  .  .  As  in  the  sexual  experience,  there 
are  never  more  than  two  persons  present  in  the  act  of 
reading — the  writer  who  is  the  impregnator,  and  the 
reader  who  is  the  respondent.  — E.B.  White.  .  .  .  Easy 
reading  is  damned  hard  writing.  — Nathaniel  Hawthorne. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Which  First? 

My  colleagues  joke  that  I'm  not 
fearful  [in  business]  because  I'm  the 
boss.  The  truth  is  that  I  am  the  boss 
because  I  am  not  afraid. 

—Michel  David-Weill, 
Senior  Partner,  Lazard  Freres,  in  W 

Accidental  Honor 

It  saddens  Norwegians  that  Ameri- 
ca still  honors  this  Italian,  who  ar- 
rived late  in  the  New  World  and  by 
accident,  who  wasn't  even  interested 
in  New  Worlds  but  only  in  spices.  Out 
on  a  spin  in  search  of  curry  powder 
and  hot  peppers — a  man  on  a  voyage 
to  the  grocery — he  stumbled  onto  the 
land  of  heroic  Vikings  and  proceeded 
to  get  the  credit  for  it.  And  then  to 
name  it  America  after  Amerigo  Ves- 
pucci, an  Italian  who  never  saw  the 
New  World  but  only  sat  in  Italy  and 
drew  incredibly  inaccurate  maps  of  it. 
By  rights,  it  should  be  called  Erica, 
after  Eric  the  Red,  who  did  the  work 
500  years  earlier.  Erica  the  Beautiful. 

— by  Garrison  Keillor, 
Lake  Wobegon  Days 

Gold  water  Ovation 

As  the  spotlight  catches  an  old  man 
with  a  stick  and  a  silvered  dome,  and 
the  announcer  cries,  "Senator  Barry 
Goldwater  of  Arizona,"  there  is  that 
rare  thing,  an  unscripted  standing 
ovation. 

Quite  unprompted,  this  audience  of 
New  Englanders,  hardened  to  politi- 
cal visitors  by  virtue  of  being  from  the 
state  with  the  first  primary,  stamps 
and  cheers  for  the  full  time  it  takes 


Goldwater  to  walk  awkwardly  to  his 
seat.  If  you  could  distinguish  one  kind 
of  applause  from  another,  you'd  find 
this  wave  to  be  one-third  "grand  old 
man"  sentiment,  one-third  right-wing 
ballyhoo,  and  one-third  appreciation 
of  the  presence  of  history. 

— Christopher  Hitchens, 
Vanity  Fair 

Baseball's  Big  Bang 

Baseball  (brace  yourself  for  a  cosmic 
insight!  resembles  nothing  so  much 
as  the  universe.  Ever  since  the  Big 
Bang,  the  universe  has  been  expand- 
ing, and  zillions  of  new  stars  and  oth- 
er stuff  have  been  forming  from  the 
dust.  The  number  of  things  to  know 
about  is  increasing  much  faster  than 
our  ability  to  know  them.  The  stuff  of 
baseball,  its  crystalline  essence,  is  sta- 
tistics. Baseball  is  generating  statis- 
tics faster  than  any  fan  can  master 
them.  Of  course  everyone  knows  that 
the  Cleveland  Indians  drew  1 1,502  on 
Fan  Appreciation  day  and  that  of  Pete 
Rose's  first  4,192  hits,  29  came  off 
pitchers  who  later  became  dentists. 

— George  F.  Will,  Newsweek 

Slam  Phone  Bills 

Generally,  company  phone  bills 
drop  20%  to  60%  in  the  first  month 
after  a  monitoring  system  is  installed, 
says  James  Burton,  president  of  Con- 
trol Key.  The  deterrent  effect  of  a 
monitoring  system  is  so  powerful  that 
employers  don't  even  have  to  plug  one 
in  to  slash  phone  bills. 

Publisher  Harry  Newton  of  Telecon- 
nect  tells  of  one  company  where  em- 
ployees were  instructed  to  dial  the 
company  operator  to  place  long-dis- 
tance calls.  "The  operator  was  told  to 
ask  if  the  call  was  personal  or  business, 
but  to  put  it  through  in  either  case," 
Newton  says.  "Instead  of  answering, 
50%  of  the  people  banged  down  the 
receiver  after  the  operator's  query." 

— Beth  Brophy, 
U.S.  News  &)  World  Report 

New  York  Nonchalance 

A  21 -year-old  college  student  from 
Dayton,  Ohio,  Robin  Seibel,  says  he 
took  a  midafternoon  dive  from  the 
Empire  State  Building's  Observation 
Deck  and  parachuted  to  safety  on  West 
34th  Street.  "It  was  amazing  the  way  it 


happened,"  said  Peter  Lopez,  mana 
of  Sbarro  restaurant  at  22  West  J 
Street.  "Traffic  stopped  and  he  land 
right  in  the  center.  Everyone  cheei 
Then  he  rolled  up  his  chute  and  asj 
where  the  subway  was." 

"We  know  nothing  about  anyd 
lumping,"  said  the  building's Obseri 
tion  Deck  supervisor,  Donald  Nag 
"You  know,  we  get  letters  from  ped 
who  say  there  are  Martians  here." 

Seibel  said  he  spent  the  evening 
the  city,  trying  to  convince  patronsi 
local  bar  that  he  had  lumped  from  i 
Empire  State  Building.  "They  j 
thought  I  was  another  weirdo  in  N 
York  City." 

— Jim  Nolan,  New  York  P 


"President,  United  States 
Steel"  conveyed  a  certain 
majesty.  Compare  that 
with  "CEO,  USX."  This 
is  a  trend  that  abbreviates 
more  than  words. 

— Topics,  New  York  Tim 


Only  in  America 

If  a  British  journalist  had  been  | 
rested  in  Moscow,  the  Foreign  Off] 
would  certainly  protest,  but  tti 
would  be  a  mere  formality.  Oil 
America  goes  berserk  if  one  of  its  ci 
zens  is  harmed,  since  only  in  Amen 
are  individual  rights  the  very  heart 
the  myth  by  which  the  nation  livi 
This  is  a  sobering  thought  in  the  thi 
monuclear  age:  that  so  much  shot 
depend  on  so  little;  sobering  but  ai 
magnificent. 

— Peregrine  Worsthorne,  edit' 
The  Sunday  Telegraph,  Lond 

Suspect  Free,  Jury  Guilt; 

New  Orleans — Half  the  jurors  wj 
acquitted  Governor  Edwin  Edwards 
fraud  and  racketeering  charges  appi 
ently  stole  the  towels  from  their  hot 
rooms  when  they  checked  out,  a  hoi 
owner  said. 

'  The  Avenue  Plaza  Hotel,  a  luxu 
establishment  on  St.  Charles  Avem 
said  S200  worth  of  towels  were  stole 
The  hotel  notified  the  U.S.  Marsha 
Service  of  the  losses  but  said  it  wou 
not  bill  the  government. 

The  jury  acquitted  Edwards  ai 
four  others  May  10. 

Hotel  owner  John  Santopadre  sa 
that  after  the  jury  reached  a  verdi 
and  checked  out,  housekeeping  supe 
visors  found  all  four  towels  missii 
from  each  of  six  rooms  used  by  juroi 
— United  Press  alternation 


%  JIM  KERRIGAN, 
BELIEVE  IN  LIBERTY" 

-  Chairman  and  Chief  Executive  Officer, 
The  Trailways  Corp. 


t 


"Because  Liberty  Mutual  helps  us 
keep  our  downtime  down'.' 

"It  was  only  natural  that  I  chose  Liberty  Mutual  for  Trailways.  I've  been  a  customer  since 
I  was  17  years  old.  That's  when  I  got  my  first  auto  policy  from  them.  I  liked  the  kind  of 
individual  attention  I  got  from  them  then,  and  I  like  the  attention  my  company  gets  from  them  now. 
They  help  us  prevent  losses  and  play  a  crucial  role  in  helping  us  keep  workers  on 
the  job.  That's  why  Trailways,  the  leader  in  ground  transportation,  goes  with 
Liberty  Mutual,  the  leader  in  the  field  of  workers  compensation." 

AMERICA  BELIEVES  IN 
LIBERTY  MUTUAL  INSURANCE. 


LIBERTY 
MUTUAL 

>  Liberty  Mutual  Insurance  Gmup/Boston 


Data  In. 


Business  Information  Out. 


Information. 
When  you  need  it.  In  formats 
that  are  understandable  and  accessible. 

That's  what  you  get  with  Ultimate8 
business  computers.  Useful  information  that 
helps  you  run  your  business  better. 

The  Ultimate  Corp.,  one  of  the  fastest 
growing  computer  companies  in  America,  has 
supplied  complete  computing  solutions  to  over 
4,500  companies  like  yours. Through  our  interna- 
tional dealer  network,  we  offer  proven  applica- 
tions for  banking,  construction,  education, 
government,  health  care,  insurance,  investment, 
manufacturing,  professional  services,  public  utili- 
ties, publishing,  retail/distribution,  and  many 
others.  We  have  the  solutions  you  need  now! 

To  see  how  our  computing  solutions  can 
help  you  manage  your  business,  call  Ultimate  today. 

It  takes  the  ULTIMATE  Commitment  to 
outperform  the  competition. 


World  Headquarters:  717  Ridgedale  Avenue,  East  Hanover,  NJ  07936 
1-800-654-0134    In  NJ:  1-201-887-9282 
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^act  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  CHEAP  DOLLAR  STRING  IS  STRUNG  OUT 


KVe  should  let  up  on  pushing  the  dollar  down  again 
ainst  major  currencies.  A  further  devaluation  would  do 
pre  harm  than  good. 

[The  U.S.  is  rightfully  angry  at  Germany  and  Japan  for 
ing  little  to  stimulate  their  sub-par  economies.  In  frus- 
ation,  our  Treasury  Department  has  said  that  the  dollar 
fay  have  to  fall  again,  the  hope  being  that 
cheaper  greenback  will  force  our  recalci- 
int  industrial  partners  to  ease  up. 
A  little  more  than  a  year  ago,  Treasury 
lief  Baker  won  agreement  among  the  Ger- 
ans,  Japanese,  English  and  French  to  work 
gether  to  bring  the  sky-high  greenback 
ck  to  a  more  realistic  value.  The  purpose 
as  twofold:  to  deflect  powerful  protectionist  forces  in 
Dngress  and  to  coordinate  economic  policies  in  a  way 
at  would  stimulate  economic  growth  and  reduce  the 
laos  in  the  financial  and  exchange  markets. 
A  major  realignment  took  place,  but  our  merchandise 
ade  deficit  is  still  dangerously  large.  Trade  reactionaries 
ill  be  in  full  cry  in  the  next  Congress. 
Why  hasn't  a  cheaper  dollar  worked  as  advertised? 
In  part  because  the  Europeans  and  the  Japanese  banged 
le  buck  down  by  tightening  their  own  monetary  policies, 
hey  made  the  yen  and  the  deutsche  mark  dearer  than  the 
ollar,  which  had  the  unintended  consequence  of  depress- 
lig  their  own  economies.  The  anemic  state  of  Japan  and 
urope  hurt  Third  World  countries,  which,  of  course, 
cacerbated  their  debt  problems. 

Our  exports  couldn't  go  up  much  because  our  customers 
eren't  prosperous  enough  to  buy  more  of  them. 
The  dollar  also  stayed  strong  against  trading  partners 


7  FINANCE  CHIEFS 
REACH  NO  ACCORD 


Industrial  Nations  Are  Unable 
to  Agree  on  Interest  Rates 
and  Value  of  the  Dollar 


such  as  Brazil,  Canada,  South  Korea  and  Taiwan.  On  a 
trade- weighted  basis,  the  dollar  has  fallen  less  than  10%. 

The  right  way  to  have  realigned  the  greenback  would 
have  been  to  continue  what  we  started  to  do  earlier  this 
year:  coordinate  interest-rate  reductions.  But,  like  generals 
fighting  the  last  war,  European  and  Japanese  central  bank- 
ers are  fretful  that  inflation  is  about  to  return 
from  the  grave.  They  prefer  to  keep  real  inter- 
est rates  abnormally  high  even  if  it  means 
high  unemployment.  In  the  name  of  fighting 
a  dead  inflation,  they  risk  killing  growth 
prospects  for  their  economies. 
What  should  we  do? 
New  York  Times       There's  no  point  in  debasing  the  dollar 
even  more.  A  further  fall  will  keep  long-term  interest  rates 
high  in  this  country  because  foreigners,  primarily  the 
Japanese,  will  no  longer  buy  our  bonds. 

So  for  the  time  being,  we  should  wait.  Events  in 
coming  months  will  play  into  our  hands.  By  our  staying 
cool,  the  inflation  fever  that  has  hit  the  bond  markets 
will  quickly  abate.  Foreigners  will  be  reassured  that  we 
are  not  going  to  redescend  to  the  Carteresque  1970s. 
That,  in  turn,  will  enable  the  Fed  to  bring  rates  down  a 
couple  of  notches  more. 

Our  new  tax  code  will  gradually  put  enormous  pressure 
on  Canada  and  Europe  to  slash  their  onerous  levies.  Other- 
wise, these  nations  will  see  a  flight  of  capital  to  the  U.S., 
not  to  mention  another  brain  drain.  People  and  money  will 
go  where  the  opportunities  are.  Countries  will  have  to 
adopt  Reaganomics  in  self-defense. 

For  now,  patience  is  a  virtue.  And  patience  will  be 
amply  rewarded. 


SOME  NEVER  LEARN 


A  group  of  Democratic  congressional  legislators  have 
ltroduced  a  new  bill  to  save  the  American  farmer. 

Harking  back  to  the  Great  Depression,  the  proposal  will 
)rce  farmers  to  slash  production  of  grain  and  other  prod- 
cts.  Tens  of  millions  of  acres  will  be  idled  under  penalty 
f  the  law.  The  notion  is  that  less  production  will  mean 
igher  prices  and  hard-pressed  farmers  will  be  saved. 


The  GOP  should  have  good  fun  attacking  this  ludi- 
crous proposal. 

Reduced  production  will  simply  give  our  foreign  com- 
petitors market  openings  they'll  be  sure  to  exploit.  As  one 
Agricultural  Department  economist  put  it,  "It  would  al- 
low foreign  producers  to  expand  their  own  production  and 
sell  the  products  to  us." 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


THE  PRICE  OF  A  MEXICAN  STANDOFF 


From  one 
bank  pocket 
to  another 


The  big  fear 
is  the  fear  of 
a  troublesome 
precedent 


U.S.  banks 
face  bigger  problems 
than  foreign  banks 


The  lower  interest  charge  recently  negotiated  on  $50  billion  of 
Mexico's  commercial  debt  obviously  helps  the  borrower  and  will  do 
little  damage  to  the  lenders'  balance  sheets.  And,  by  tying  the  package  to 
performance,  it  might  conceivably  force  change  on  Mexico's  economy. 

Mexico  extracted  13/16ths  of  a  point  spread  over  the  London  Interbank 
rate  instead  of  the  lVs  points  that  had  been  due  to  take  effect  in  1987. 
The  new  rate  applies  both  to  the  $6  billion  in  new  money  to  come  from 
the  commercial  banks  and  also  to  the  $44  billion  commercial  debt  now 
outstanding  and  rescheduled  a  second  time. 

This  deal,  hammered  out  at  the  recent  meeting  of  the  International 
Monetary  Fund  in  Washington,  D.C.,  will  save  Mexico  an  estimated 
$1.5  billion  in  interest  payments  over  the  next  ten  years. 

But  some  $250  million  of  the  $6  billion  in  new  money  will  be  retained 
to  pay  the  1986  interest.  And  similar  transfers — from  one  bank  pocket 
to  the  other — will,  no  doubt,  continue  year  after  year. 

The  deal  is  the  result  of  Treasury  Secretary  James  Baker's  plan  of  a 
year  ago  to  ease  less  developed  countries'  debt  problems,  which  turns 
on  encouraging  faster  LDC  growth  and  restructuring  their  economies. 

More  money  is  ready  to  be  handed  to  Mexico  next  year,  $1.2  billion  if 
its  balance  of  payments  stay  sick  (meaning  if  oil  prices  stay  down),  and 
another  $500  million  if  domestic  investment  doesn't  improve. 

But  triggering  this  extra  money,  half  of  which  is  covered  by  World 
Bank  guarantees,  is  intended  to  be  conditional  on  Mexico's  making 
progress  in  four  areas:  trade,  new  (nonoil)  exports,  agriculture  and 
reducing  the  size  of  the  public  sector. 

The  World  Bank  guarantee  is  not  worth  that  much  directly — it  applies 
only  to  what  remains  unpaid  at  maturity.  But  its  involvement  as  a 
"policeman"  of  good  performance  could  be  valuable.  What  worries  the 
nearly  500  banks  involved  in  the  package  around  the  world,  which 
must  all  agree  to  the  deal — no  mean  feat — is  that  Mexico  will  not 
perform  but  will  get  the  money  anyway.  They  worry,  too,  that  other 
LDCs  will  expect  similar  treatment. 

U.S.  banks  hold  the  largest  ($24  billion)  slice  of  Mexico's  debt,  but 
that's  not  their  only  headache.  They  will  also  be  hit  by  a  $2-billion-a- 
year  tax  hike  under  tax  reform.  Congress  needed  revenue,  and  banks 
were  an  irresistible  target. 

Another  big  change  limits  loan-loss  reserves  for  the  450  large  banks 
(assets  over  $500  million),  the  group  most  in  the  hole  with  LDC  debt. 
Limits  on  loan-loss  reserves  in  other  countries  are  more  generous. 

There  is  a  loophole  of  sorts  for  "troubled"  banks,  defined  as  those  with 
nonperforming  loans  exceeding  75%  of  capital.  The  FDIC  says  100  of 
these  large  banks  are  on  its  "problem"  list  (Bank  of  America,  presum- 
ably, leading  all  the  rest).  What's  not  clear  is  how  many  other  "prob- 
lem" banks  are  also  "troubled"  banks. 


The  Forbes  Index 


Forbes  Index 
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Employment  helps.  The  Forbes  Index  went  up  0.5%  dur- 
ing the  latest  reporting  period,  the  largest  gain  since 
January,  when  the  Index  rose  by  0.6%.  Mainly  responsible 
for  the  increase  was  a  decline  in  new  unemployment 
claims,  which  fell  3.7%  from  August  to  September,  the 
sharpest  month-to-month  drop  since  January. 
Two  other  items  also  boosted  the  Index.  Consumer 


installment  credit  gained  0.7%  in  August,  but  should  p 
a  bigger  gain  in  September  because  of  auto  financi 
incentives.  There  was  also  a  0.2%  increase  in  the  ratio 
manufacturers'  new  orders  for  durable  goods  to  inv« 
tories.  Since  May  durable  goods  orders  have  gone  up  0.3 
while  inventories  have  fallen  0.6%.  This  could  be 
beginning  of  the  long-expected  lift  from  the  weaker  doll 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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Bodine 
Assembly  Systems 

More  companies  in  more  countries 
use  Bodine  Assembly  Systems 
than  any  other  in  the  world. 


Let  us  tell  you  why. 


Bodine 

Assembly  Systems  That  Make  Money. 

Some  Straight  Talk  About  Factory  Automation. 

In  a  world  bedazzled  by  talk  of  factory  automation,  it's  easy  to  overlook  the 
realities  of  manufacturing.  Assembly  is  the  most  difficult  of  all  manufacturing 
processes  to  automate.  Successful  implementation  of  automatic  assembly  in- 
volves not  only  the  use  of  existing  and  emerging  technology,  the  tools  of  automa- 
tion, but  also  a  sympathy  for  the  available  human  resources,  probable  parts 
variations,  and  maintenance  skills  found  on  the  factory  floor. 

In  short,  experience  in  assembly  mechanization  is  absolutely  essential  for 
successful  implementation  of  assembly  systems. 

Bodine  —  The  World's  Most  Experienced  Builder  of 
Automatic  Assembly  Systems. 

Bodine  machines  built  in  our  plant  in  Bridgeport,  Connecticut,  together  with 
those  built  by  our  overseas  licensees  are  currently  operating  in  Canada,  japan, 
England,  Germany,  Norway,  Ireland,  Australia,  Mexico,  Italy,  Belgium,  Puerto 
Rico  as  well  as  everywhere  in  the  United  States.  Our  machines  are  fully  competi- 
tive in  a  world  market.  The  full  scope  of  our  experience  is  available  to  you. 


Bodine  Assembly  Systems  are  Affordable. 

Payment  terms  can  be  matched  to  your  budget.  But  more  importantly,  the  simple 
rugged  dependability  of  Bodine  modular  construction  dramatically  reduces 
operating  costs.  High  up-time  and  low  maintenance  make  them  the  choice  of 
experienced  operators  around  the  world. 

Bodine  Assembly  Systems  are  Appropriate  to  your 
Plant  Environment. 

Assembly  systems  operate  on  the  factory  floor.  Their  design  must  be  matched  to 
the  resources  available  at  that  site.  Whatever  your  environment,  sophisticated  or 
simple,  we  will  configure  your  system  to  your  resources. 

Bodine  Experience  is  Available  at  Every  Step  of  your 
Automation  Program. 

Bodine  will  assist  you  at  every  stage  of  your  program  from  design  concept  all  the 
way  to  full  production.  Why  not  call  our  Senior  Vice  President,  Frank  J.  Riley  at 
(203)  334-3107  or  write  him  c/o  P.O.  Box  3245,  Bridgeport,  Connecticut  06605. 


Look  who's  propping  up  Fidel  Castro  now. 
No,  not  the  Soviet  Union.  The  Japanese. 


A  friend  in  Tokyo 


By  Howard  Banks 


F|  idel  Castro's  totalitarian 
regime,  aside  from  sugar,  has 
nothing  to  pay  with — except 
mercenary  soldiers,  whom  the  Japa- 
nese don't  need — yet  Japan  has  been 
pouring  goods  into  Cuba  at  an  acceler- 
ating pace.  Heedless  of  Washington's 
exasperation  and  Cuba's  total  inabil- 


ity to  pay,  Tokyo's  attitude  toward 
this  lopsided  trade  seems  to  defy  com- 
mon sense. 

Official  Japanese  trade  figures  show 
that  in  1983  Japan's  exports  to  Cuba 
came  to  $104.7  million,  not  much 
more  than  Japan's  imports  from  Cuba 
that  year,  $92.1  million.  Since  then 
exports  have  exploded — to  $250.3 
million  in  1984,  $300.9  million  in 


1985  and  an  annual  rate  of  over  $4, 
million  in  the  first  half  of  this  yes 
Japanese  imports  from  Cuba — most 
sugar  and  shrimp — have,  relative: 
speaking,  stayed  about  the  same:  $* 
million  in  1984,  $92.3  million  in  198 
and  an  annual  rate  of  around  $12 
million  in  the  first  half  of  1986. 

Nobody  in  Washington  or  Tokyo 
at  all  eager  to  discuss  a  matter  tbj 
delicate  on  the  record.  And  obviousi 
Japan's  aid  is  nowhere  near  as  critic; 
as  the  $3  billion  or  more  annual  subs 
dy  that  Fidel  gets  from  Moscow.  Nel 
ertheless,  U.S.  government  official 
believe  that  Japan's  recent  flood  ( 
exports  is  clearly  preventing  the  Ci 
ban  economy  from  sliding  over  tl 
edge.  (Things  are  so  bad  that  Fid 
began  rationing  beer  a  month  ago.) 

To  the  visitor's  casual  eye,  the  on 
Japanese  presence  in  the  streets  of  H 
vana  is  innocent  things  like  Sany 
radios  and  tape  recorders  to  be  sold  t 
tourists  in  hard  currency  shops  in  tb 
major  hotels.  But  the  bulk  of  Japanes 
exports  are  believed  to  involve  item 
like  agricultural  chemicals,  simp] 
machinery,  electric  motors,  smal 
computers,  that  keep  things  going. 

Who's  paying?  The  Cubans,  bil 
with  money  borrowed  from  the  Japs 
nese.  For  some  years  now  Japan  ha 
been  Cuba's  largest  non-Communis 
creditor;  the  latest  known-for-sure  hj 
ure  is  around  $500  million  debt  oul 
standing  at  the  end  of  1984.  A  consej 
vative  guess,  based  on  the  growfn 
trade  gap  and  probably  unpaid  interest 
suggests  the  current  number  is  close  t 
$850  million  and  rising.  Cuba's  tota 
debt  to  the  Free  World  is  now  figured  a 
around  $3.6  billion.  Of  this  total,  $1. 
billion  is  owed  to  governments,  $1.3 
billion  to  foreign  banks  and  the  rest  I 
suppliers,  who  will  most  likely  have  t 
whistle  for  their  money. 

For  months  Hector  Rodrigue 
Llompart,  president  of  Cuba's  centra 
bank,  the  Banco  Nacional  de  Cubs 
has  been  touring  Western  capitals 
cap  in  hand.  Cuba's  foreign  reserve 
dipped  below  $100  million  in  the  firs 
quarter  of  this  year,  and  he  needei 
help.  Llompart  did  succeed  in  gettim 
his  Western  bankers,  headed  by  Cr6 
dit  Lyonnais  of  France,  to  rescheduli 


her  a  generous  ten  years  Cuba's  con- 
nrtible-currency  debt  maturing  in 
1 86  ($117  million  plus  $15  million 
3':erest).  It  was  nothing  like  the  $500 
%  llion  in  new  money  he  had  been 
?(<ing  for,  but  it  was  no  tougher  than 
f  als  granted  other  LDCs  with  a  heck 
jt  a  lot  better  chance  of  repaying, 
i  So,  what's  in  it  for  the  Japanese  to 
q  ur  money  into  a  sinking  creditor — a 
auditor  that  is  openly  hostile  to  Ja- 


pan's best  customer,  the  U.S.?  That's 
something  of  a  mystery.  Japanese  lar- 
gesse comes  at  a  tough  time  for  the 
Fidel  dictatorship.  Big  Daddy  in  Mos- 
cow has  refused  to  increase  either  of 
his  major  subsidies.  Moscow  has  not 
upped  the  quantity  of  oil  they  give 
him — which  he  then  resells  on  world 
markets  for  hard  currency — to  offset 
falling  oil  prices.  And  the  Soviets  have 
cut  by  around  10%  the  21  cents  a 


pound  they  were  paying  for  Cuban 
sugar  (way  over  the  world  price  of 
around  6  cents  a  pound). 

Is  this  just  the  export-and-be- 
damned  psychology  carried  to  irratio- 
nal extremes?  Or  is  there  more  here 
than  meets  the  eye?  To  American  in- 
quiries, government  or  private,  the 
Japanese  say  only,  "We  must  discuss 
this  with  colleagues."  Meaning:  We 
wish  you  wouldn't  ask.  ■ 


Xhould  the  Church  share  in  the  profits  from 
puvenirs  sold  during  papal  visits?  No,  says 
be  U.S.  clergy.  Sure,  say  the  Australians. 


Unclean  money? 


By  Gail  Buchalter 
and  Jeffrey  A.  Trachtenberg 

VV  hen  P(  >pe  [ohn  Paul  II  visits 
Australia  later  this  month,  a 
WW  small  part  of  his  trip  will  be 
lid  for  by  the  sale  of  official  papal  T 
lirts,  fountain  pens,  glassware,  hats, 
2S  and  commemorative  books.  Cor- 
brate  sponsors,  such  as  the  South 
iustralian  Brewery,  are  also 
•  aking  donations.  In  turn,  they 
live  gained  the  right  to  use  a 
ihite-and-yellow  papal  visit  logo 
lr  corporate  advertising  pur- 
Ibses.  The  logo  resembles  a  bish- 
|)'s  miter. 

Monsignor  Brian  Walsh,  who  is 
I  charge  of  the  National  Papal 
'isit  committee  in  Melbourne, 
lys  that  the  papal  trip  is  expect- 
1  to  cost  the  Australian  Church 

5.2  million  (Australian),  roughly 

3.3  million  U.S.:  "About  $1  mil- 
on  in  administration  expenses, 
[us  huge  costs  for  various  sound 
l/stems  and  the  like,  as  well  as 
:nting  stadiums,  etc."  The  Aus- 
alian  government  is  paying  for 
le  Pope's  accommodations,  se- 
arity,  press  conferences  and  oth- 
r  similar  costs. 

To  cover  the  Church's  share  of 
costs,  about  $2  million  has 


bers  in  Australia,  and  the  Church 
hopes  for  another  $2  million  from 
other  individuals.  Licensing  fees — 
10%  of  revenues — and  official  pro- 
grams and  commemorative  books 
should  produce  the  remaining  $1  mil- 
lion or  so. 

The  Vatican  says  it  is  not  informed 
of  local  licensing  arrangements  and 
therefore  has  no  idea  of  the  plans  be- 


le 


een  raised  from  Church  mem- 


Sel/ing papal  souvenirs  in  Ireland  in  l()H2 
Nobody  ever  asks  the  Vatican. 


ing  made  in  Australia.  "The  Pope's 
likeness  shouldn't  be  sold  for  souve- 
nirs like  Coca-Cola,  but  nobody  asks 
us  about  this,"  says  Dr.  Joaquin  Na- 
varro-Valls,  director  of  the  press  for 
the  Holy  See.  "Such  decisions  are 
made  by  local  bishops." 

Some  of  the  decisions  have  led  to 
controversy.  The  South  Australian 
Brewery  in  Adelaide,  for  example, 
wants  to  sell  beer  at  a  barbecue  fol- 
lowing a  papal  mass  on  Nov.  24. 
Many  find  this  offensive.  Sister  Ve- 
ronica Brady,  an  English  literature 
professor  and  nun  in  The  Institute  of 
the  Blessed  Virgin  Mary,  has  emerged 
as  a  vocal  opponent  to  the  merchan- 
dising of  the  Pope.  "What  the  Pope 
symbolizes  is  being  distorted,"  she 
says  with  irritation.  "The  Pope 
should  have  been  brought  here  as  a 
simple  man,  not  as  a  superstar." 

When  the  Pope  visited  Britain  in 
1982,  the  English  bishops  licensed  a 
papal  logo  to  various  souvenir  manu- 
facturers in  England  and  Wales.  Mon- 
signor Ralph  Brown,  who  organized 
the  Pope's  visit  there,  concedes:  "If  he 
comes  again,  we  may  limit  ourselves 
to  commemorative  books,  because 
they  are  easiest  to  control.  But  we  will 
have  some  licensing." 

To  avoid  such  controversy,  it 
has  been  decided  that  there  will 
be  no  licensees  when  the  Pope 
visits  the  U.S.  in  the  fall  of  1987. 
A  spokesman  for  the  National 
Conference  of  Catholic  Bishops/ 
U.S.  Catholic  Conference  says: 
"Father  Robert  Lynch  [an  asso- 
ciate general  secretary]  has  been 
in  touch  with  people  in  similar 
positions  where  the  Pope  has  vis- 
ited, and  they  were  unhappy. 
They  say  it  got  tacky.  Therefore, 
we  won't  do  any  corporate  spon- 
sorships or  private  licensing." 

But  Australia's  Monsignor 
Walsh  feels  differently.  Licensing 
at  least  gives  the  Church  some 
control  as  well  as  some  share  in 
the  gains.  Says  he:  "By  licensing 
the  products  ourselves,  we  have  a 
better  control  over  the  quality  of 
the  merchandise.  We  don't  want 
people  being  ripped  off."  ■ 


Once  stores  of  last  resort,  convenience 
stores  are  retailing  s  hottest  trend.  Tough 
luck,  Safeway.  Watch  out,  McDonald's. 


Stores  for 
our  times 


By  Lisa  Gubernick 


Circle  K  Chairman  Karl  Eller 
"We  are  a  massive  distribution  system. 


IF  WE  ARE  WHAT  WE  BUY  and  h 
we  buy  it,  there  is  much  to 
learned  about  late-20th-cenu 
Americans  from  the  conveniei 
store.  Until  recently  these  shops  W' 
often  in  the  wrong  part  of  town,  din 
lit  magnets  for  holdup  men,  stores 
last  resort  if  you  were  out  of  milk 
low  on  gas. 

But  forget  the  image,  which 
exaggerated  in  the  first  place.  Li 
year  75,000  convenience  stores  genj 
ated  $65  billion  in  sales.  A  mere 
cade  ago  30,200  stores  grossed  $ 
billion. 

Fortunes  are  being  made.  Five  y 
ago  the  market  value  of  Circle  K,  a 
convenience  store  chain,  was  $1 
million.  Now  it  is  $601  million 

Why  the  popularity?  To  a  soci 
where  two-income  and  single-par 
families  are  becoming  the  norm, 
convenience  store  offers  what 
name  suggests:  a  method  of  cr 
ming  the  most  chores  into  the  le; 
time.  "We're  a  massive  distribute 
system,"  explains  Circle  K's  Cha: 
man  Karl  Eller,  58.  "Whatever  we  j 
push  through  that  store,  we  will." 

At  a  7-Eleven  store  you  can  pum 
an  automated  teller  machine  to 
$100  from  your  bank  account,  bi 
groceries,  pick  up  a  roast  beef  sam 
wich  and  fill  up  your  gas  tank.  At 
Circle  K  store  in  downtown  Phoe: 
you  can  do  all  that  plus  rent  the  late 
videocassette,  pick  up  a  Dunkin'  Di\ 
nut  and  pay  for  it  with  a  debit  cai| 
issued  by  a  local  bank.  No  movie 
from  store  to  store.  No  parking  an! 
reparking  the  car. 

Of  the  nine  publicly  owned  conv< 
nience  store  chains  (see  table,  p.  42 
three  are  grabbing  the  best  part  of  tb 
growth.  Southland  Corp.'s  7-Eleven i 
the  heavyweight.  Started  in  1946  ant 
first  with  everything  from  Slurpees  t 
ATMs,  7-Eleven  now  owns  8,20) 
stores  (in  the  U.S.  and  Canada),  gross 
ing  $7  billion  among  them. 

But  the  shares  are  shifting.  "7-Elev 
en  was  Godzilla,"  says  V.H.  (Pete)  Vai 
Horn,  president  of  Houston-based  Na 
tional  Convenience  Stores  (NCS 
which  owns  and  operates  958  stores 
mainly  with  the  Stop  N  Go  logo 
"Now  they  hear  Eller's  footsteps." 

The  reference  is  to  Karl  Eller,  th< 
entrepreneur  who  built  up  Combinec 
Communications  and  sold  it  in  197! 
to  Gannett  Co.  for  $367  million.  Il 
1983  Eller  grabbed  control  of  Circle  K 
which  then  had  1,221  stores.  Now  i 
has  3,435,  grossing  $2.1  billion. 

Carl  Lindner's  American  Financial 
Corp.  bought  $30  million  worth  o; 


f  )mbined  Communications  and  end- 
b  up  with  5%  of  Gannett  (now  worth 
tier  $200  million).  He  now  owns  25% 
M  Circle  K  and  10%  of  Van  Horn's 
ICS,  the  third-largest  public  chain 
{lumberland    Farms,    with  1,167 
itares,  is  privately  owned),  and  has  a 
t'  %  position  in  Sunshine-Jr.  Stores, 
ic,  a  339-store  Florida  outfit. 
ji'In  1980  more  than  half  of  Ameri- 
Hds  shopped  for  groceries  in  conven- 
Ipnal  supermarkets.  By  1984  that 
s  imber  had  dropped  to  39.2%,  and  it 
p  dropping  still.  Some  of  that  busi- 
Itss  shifted  to  superstores  (minimum 
I  30,000  square  feet),  where  custom- 
K  accept  long  lines  and  skimpy  ser- 
ce  in  return  for  low  prices  and  vast 
flections.  Convenience  stores,  by 
Intrast,  charge  high  prices — 89  cents 
It  a  loaf  of  bread,  vs.  55  cents  at  a 
i:arby  supermarket — but  provide  the 
ind  of  service  required  by  a  society  in 
'hich  time  has  become  the  most  im- 
)rtant  commodity. 

I  "Convenience  stores,"  says  Mont- 
!>mery  Securities  analyst  Bo  Cheadle 
hthusiastically,  "sell  customers 
ick  their  time." 

:  When  OPEC  created  the  self-ser- 
jce  gas  station  by  making  motorists 
rice-conscious,  the  convenience 
tores  were  the  unintended  winners, 
[hey  bought  out  thousands  of  old 
l.ll-service-station  lots  on  prime  re- 
til  corners,  increased  the  number  of 
pses  and  added  all  kinds  of  other 
terchandise.  Such  stations  now  sell 
pe  of  every  five  gallons  of  gas.  Typi- 
filly,  50%  of  a  store's  revenues  and 
'5%  of  profits  are  in  gasoline. 
>  Gross  margins  at  the  pump  are  now 
I  a  historically  high  9%  to  10%.  But 
d  one  expects  that  to  last,  so  conve- 
nience chains  are  busily  reducing 
leir  gasoline  dependence.  Fast  foods, 
ith  gross  margins  upward  of  50%, 
!  e  the  answer. 

'  About  eight  years  ago  convenience 
lores  started  plugging  in  microwave 
iyens.  The  fast-food  industry  yawned. 
'  mistake.  Today  convenience  stores 
■  ill  everything  from  frozen  French 
read  pizza  to  hamburgers-to-heat.  At 
'ircle  K,  fast  food  accounted  for  6% 
E  sales  in  1983.  This  year:  9%. 

This  is  bad  news  for  McDonald's, 
Wendy's  and  the  rest  of  the  fast-food 
iidustry.  Why  not  gas  your  car  and 
uy  some  groceries  while  you  are 
"aiting  for  your  burger  to  be  cooked — 
pi  in  one  place?  Convenience  stores 
lave  already  helped  slow  growth  at 
ne  golden  arches  to  single  digits, 
xirring  McDonald's  to  test  McSnack 
utlets  for  the  diner  on  the  go. 

Food,  beer,  gas — what  else  does  the 
lodern  American  consumer  need? 
ut  of  course:  the  videocassette. 


Market  potential 

The  country's  average  convenience  any  number  that  is  above  the  aver- 
store  gets  654  customers  each  day.  age  implies  there  is  still  room  for 
Its  index  is  100.  In  the  map  below,  growth. 


Saturation 
index 
below  80 
80-120 
120-160 
160-200 
over  200 


Source  CACI  Inc 


Videocassette  rentals  are  the 
newest  game  on  the  convenience 
store  circuit.  Circle  K  and  7-Eleven 
are  rolling  out  videotape  rental  pro- 
grams as  fast  as  they  can,  charging  99 
cents  on  weekdays,  $1.99  on  week- 
ends. Although  selections  are  limited 
as  yet,  "convenience  stores  will  end 
up  the  winners,"  predicts  Montgom- 
ery Securities'  Cheadle,  referring  to 
the  shakeout  now  consuming  the  vid- 
eo rental  business.  "Those  outlets 
marginally  profitable  at  $3  a  tape  will 
have  a  tough  time  competing." 

A  Circle  K  study  shows  55%  of  the 


customers  coming  in  to  rent  cassettes 
are  new  customers,  and  45%  are 
women.  But  that's  not  the  best  of  it. 
What  is?  Replies  Eller:  "They  have  to 
come  in  twice." 

On  the  surface,  the  convenience 
store  is  an  undifferentiated  product. 
"We  are  the  worst  thieves  around," 
says  Ray  Cox,  senior  vice  president  of 
Circle  K.  "As  soon  as  one  of  us  finds 
something  that  works,  the  copycats 
go  to  work." 

But  at  the  strategy  level  there  are 
substantial  differences.  Circle  K  and 
NCS,  for  example,   own  all  their 

lames  Schnepf 


Big  problem  for  Big  Mac? 

Why  not  get  a  burger  while  filling  up  the  tank? 


Should  you  buy? 


Below  is  a  list  of  the  nine  publicly  traded  conve-  largest  privately  held  chain.  Multiples  are  high,  but 
nience  store  chains,  plus  Cumberland  Farms,  the   so  is  growth. 


Revenues 
(millions) 


Net  profits 
(thousands) 


Number 
of  stores 


company- 
owned  stores 


P/E 


Recent 
price 


52-week 
high-lowl 


Casey's  General  Stores 

JO  /o 

LL 

1  3  /ft 

i  71/.  77J 

1  /  vi—  f 'm 

Circle  K  Corp 

2,111 

39,800 

3,436 

97 

19 

15  V4 

1 K  VI*—  9^ 

Conna  Corp" 

187 

2,203 

368 

19 

13 

19  Vi 

21'A-llW 

Convenient  Food  Martt 

O.J 

i ,  fit  1 

1  ,o  1  u 

7 

1  /  VI 

1  1  1A_  Clil 
£>  I  74—  3  rl 

Cumberland  Farms 

1,000 

1,167 

100 

Dairy  Mart  Convenience  Stores 

258 

2,217 

903 

82 

36 

\0Vi 

15'/.-  7  1 

Munford,  Inc 

457 

5,500 

809 

100 

18 

20W 

24%- 15 

National  Convenience  Stores 

950 

3,582 

958 

100 

67 

lOVt 

13'/2-  7V« 

Southland  Corp 

12,790 

212,500 

7,663 

60 

21 

46% 

56'/;-36W 

Sunshine-Jr  Stores 

183 

2,497 

340 

100 

13 

21% 

28%-  20 

'Acquisition  by  Dairy  Mart  pending. 

t  Primarily  a  licensor. 

I 


stores,  while  38%  of  7-Elevens  are 
franchised,  2%  licensed. 

To  build  his  fast-food  volume,  Eller 
is  now  testing  a  program  with  Hook- 
er's Hamburgers,  in  which  a  Hooker's 
franchisee  sets  up  shop  alongside  a 
Circle  K.  The  franchisee  puts  up  the 
capital,  paying  Circle  K  rent  plus  a 
royalty  of  3%  of  revenues.  "Critics 
say  we  won't  have  the  synergism  of 
having  it  inside  the  store,"  says  Eller. 
"We  say  we  don't  have  labor  costs." 

Eller  is  going  in  a  similar  direction 
with  videocassette  rentals.  He  signed 
with  two  independent  suppliers.  The 
suppliers  worry  about  acquisition 
costs  and  inventory.  Eller  pays  them  a 
minimum  of  $700  a  month  per 
store — which  is  not  too  hard  to 
achieve  with  a  200-tape  inventory — 
after  which  he  gets  30%  of  rental  rev- 
enues. On  cassettes  alone,  the  average 
Circle  K  store  probably  nets  back  a 
little  over  $1,000  a  month. 

Unlike  Circle  K,  Southland  Corp.  is 
betting  its  own  capital  on  cassettes. 
Since  April  it  has  invested  over  $50 
million  to  run  its  own  videocassette 
service,  buying  tapes  and  creating  a 
computerized  checkout  system.  Un- 
fortunately, installation  is  running 
months  behind  schedule. 

Southland  is  also  pursuing  a  differ- 
ent, and  more  capital-intensive, 
course  in  fast  food.  Southland  is  now  a 
Hardee's  franchisee  and  is  installing 
separate  Hardee's  units  inside  several 
7-Eleven  stores,  doubling  the  existing 
staff  to  handle  them.  Warns  one  com- 
petitor: "They  [7-Eleven]  may  do  30% 
more  volume,  but  they'll  be  hard- 


pressed  to  make  money  after  labor 
costs." 

What  of  NCS?  The  chain  is  recover- 
ing from  a  year  in  which  earnings 
dropped  80%.  Credit  the  sick  south- 
western economy  and  a  disastrous 
promotion  campaign. 

NCS'  Van  Horn  is  hinging  a  turn- 
around on  Hex  Stores.  These  are  units 
that  cost  about  $800,000  to  build 
(roughly  60%  more  than  the  average), 
are  about  3,100  square  feet  (some  600 
square  feet  bigger  than  the  average 
convenience  store)  and  stock  around 
600  more  products.  Where  most 
stores  have  15  gas  hoses,  Hexes  have 
as  many  as  36.  Another  difference: 
Each  Hex  has  a  four-table  dining  area. 
Critics  argue  that  dining  areas  are 
wasted  space,  that  diners'  parked  cars 
make  it  hard  for  customers  to  get  in 
and  out  quickly.  Van  Horn  retorts 
that  dining  areas  keep  people  in  the 
stores.  The  longer  they  stay,  he  rea- 
sons, the  more  likely  they  are  to  buy  a 
few  additional  items. 

To  cover  the  construction  costs, 
Van  Horn  recently  completed  a  $40 
million  debenture  offering.  But  while 
his  new  stores  are  doing  about  double 
the  business  of  the  average  store,  half 
of  the  typical  Hex  store's  gross  comes 
from  gasoline  sales. 

One  threat  the  convenience  chains 
seem  able  to  live  with  is  the  oil  com- 
panies. Arco,  Mobil,  Shell  and  the 
other  15  majors  now  operate  over 
10,000  convenience  stores.  But  milk, 
hot  dogs  and  tapes  are  secondary  to 
gasoline.  Says  Amoco  spokesman 
Neil  Geary:  "We  are  gas  marketers 


selling  a  few  impulse  items."  Eve 
Arco's  am/pm  stores,  2,400-squari 
foot  units  considered  to  be  the  best  1 
the  oil  crowd's  stores,  rely  on  gasoliri 
for  80%  of  their  revenues. 

Recognizing  the  virtues  of  specia 
ization,  Mobil  is  now  testing  a  joii 
venture  with  7-Eleven.  Generally,  tr 
convenience  store  leases  the  propert 
paying  a  percentage  of  revenues  to  tl 
gas  company.  This,  of  course,  is  muo 
like  the  arrangement  Circle  K  hi 
with  Hooker's. 

If  the  convenience  stores  do  face 
threat,  the  threat  is  their  own  imagi 
Open  around  the  clock,  and  alwa) 
with  a  little  cash  in  the  till,  the  convi 
nience  store,  like  the  liquor  store,  h 
attracted  more  than  its  share  of  vk 
lent  crime.  This  tends  to  fnghte 
away  some  potential  customers.  Wa: 
ranted  or  not,  the  poor  image  is 
major  reason  convenience  stores'  cu^ 
tomers  are  still  mostly  male. 

The  convenience  stores  are  fighcin 
the  image  problem  with  redesign 
that  make  stores  brighter  inside  and- 
more  important — flood  them  wit 
light  outside.  In  a  less  appealing  effol 
to  upgrade  its  image,  7-Eleven  recenl 
ly  trod  on  the  First  Amendment  whei 
it  yanked  Playboy  and  Penthouse  out  c 
company-owned  stores. 

As  the  stores  add  ATMs,  dry-clean 
mg  services  and  airplane-ticket  dis 
pensers,  the  hope  is  that  traffic,  of  ai 
upmarket  sort,  will  snowball.  In  a  fre 
netically  moving  society  where  timi 
has  become  more  precious  than  moil 
ey,  the  convenience  stores  have 
made.  Fast,  faster,  fastest.  ■ 


'very  so  often,  an  old  and  ailing  company 
nds  a  leade)'  who  restores  it  to  health.  NCR 
vas  lucky  enough  to  have  found  two. 

Playing  for 
the  long  haul 


By  Gary  Slutsker 


|VV  ITH  THE  COMPUTER  business 

U|u  sick  right  now.  102-year-old 
iW  NCR  Corp.,  long  known  as 

ational  Cash  Register,  is  coming  off 
Is  fourth  consecutive  quarter  of 
fowth  in  sales  and  earnings.  In  a  year 
rhen  IBM's  earnings  will  be  down, 
fCR's  will  be  up  slightly,  from  $3.15 
I  around  $3.50  a  share.  At  14.3%, 
{-CR's  return  on  equity  is  superior  to 
ligh-flying  Digital  Equipment  Corp.'s 
jD.8%  and  second  only  to  IBM's  19% 
mong  the  big  computer  makers, 
t  Yet  this  $5  billion  Dayton,  Ohio 
bmpany  not  so  long  ago  seemed 
leaded  for  the  graveyard  that  awaits 

Dmpanies  that  fall  behind  the  times, 
i/hat  saved  it  were  two  remarkable 
usinessmen:  William  S.  Anderson, 
ow  67,  and  the  man  he  chose  to 
ijcceed  him,  Charles  Exley  Jr.,  56. 
I  In  1972  NCR's  situation  was  des- 
ierate.  For  decades  it  had  coasted  on 
be  market  domination  in  cash  regis- 
brs  and  related  equipment  estab- 

shed  by  its  forceful  founder,  John  H. 
.atterson,  who  died  in  1922.  His  suc- 
essors  built  a  bloated  bureaucracy 
rid  stayed  with  electromechanical 
ash  registers  even  as  retailers  began 
lamonng  for  electronic  machines. 
Competitors  from  Singer  to  the  Japa- 
ese  began  winning  NCR  customers. 

NCR  was  losing  money — a  fright- 
ning  thing  for  a  company  that  had 
3ng  been  a  star  in  the  industrial  fir- 
lament.  NCR's  board  turned  to  An- 
erson,  chairman  of  NCR  Japan  and 
3ngtime  NCR  employee.  Raised  in 
China,  where  his  father  built  the 
ountry's  first  ice  works,  Anderson 
pent  most  of  World  War  II  in  a  Japa- 
iese  POW  camp  hospital.  There  he 
earned  that  the  Japanese  were  fero- 
ious  but  by  no  means  invincible. 


Ruben  Flischel/Picture  Group 


Charles  Exley  Jr.  of  NCR 

Can  NCR  sustain  its  momentum? 

"They  pushed  and  kicked  us  around 
at  will,"  recalls  Anderson,  who  re- 
tired in  1984.  But  Anderson  returned 
to  the  Far  East  in  1959  to  run  NCR 
Japan  and  learned  an  important  les- 
son. When  a  Japanese  business  chief 
makes  a  decision,  his  troops  rally  be- 
hind him.  This  makes  companies  ag- 
ile. "Implementation  is  quicker  with 
the  Japanese,"  he  says.  "With  us,  we 
pull  and  tug,  pull  and  tug."  By  the 
time  he  left,  the  company  was  the 
biggest  international  unit.  NCR  still 
gets  9%  of  its  revenues  from  Japan. 
The  board  named  Anderson  chairman 
of  NCR  in  1972. 

Anderson  began  spending  heavily 
to  produce  a  new  line  of  microproces- 
sor-based electronic  machines,  which 
required  fewer  factories  and  workers 


to  produce.  When  the  transition  to 
electronics  was  complete  in  1975, 
NCR  had  18,000  manufacturing 
workers,  down  from  37,000  in  1970. 
Restructuring?  NCR  started  years 
ago.  By  the  mid-1970s  NCR  was  out 
of  immediate  danger.  But  it  was  not 
particularly  profitable.  Return  on  eq- 
uity in  1975:  8.5%. 

At  this  point  Anderson  hired 
Charles  Exley,  a  Detroit  native  1 1 
years  his  junior.  After  going  East  to 
school  (Wesleyan  and  Columbia  busi- 
ness school),  Exley  had  joined  Bur- 
roughs Corp. — another  impressive 
survival  story — and  learned  the  com- 
puter business  at  the  elbow  of  Bur- 
roughs' Ray  Macdonald  before  Ander- 
son lured  him  to  Dayton  in  1976. 

Unusual  in  the  computer  business, 
Exley  had  risen  through  finance,  not 
marketing  or  engineering.  His  vision 
unimpaired  by  how  things  had  been 
done,  Exley  soon  became  convinced 
that  NCR's  profitability  continued  to 
lag  partly  because  the  marketing  orga- 
nization had  failed  to  adjust  to  the 
times.  John  Patterson  had  built  one  of 
the  early  direct  sales  forces.  But  by 
remaining  focused  on  a  few  specific 
groups  of  customers — retail  and  fi- 
nancial accounts,  for  example — NCR 
was  missing  important  sales.  Learn- 
ing from  Digital  Equipment  and  Data 
General,  Exley  in  1981  started  letting 
outside  distributors  sell  NCR  prod- 
ucts. Today  NCR  gets  10%  of  its  sales 
from  these  independent  agents. 
Equally  important,  NCR's  salespeo- 
ple are  prodded  by  new  competitors. 

The  deeper  problem  was  that 
NCR's  broad  list  of  products  was  of- 
ten sold  in  excruciatingly  small  quan- 
tities. Such  sales  are  costly  to  make. 

Exley 's  answer,  in  1982,  was  to  di- 
vide the  sales  force  into  two  groups. 
"Solution"  salesmen  sold  the  old 
NCR  way:  offering  customers,  mostly 
small  ones,  machines  to  solve  their 
problems.  "Tool"  salesmen,  on  the 
other  hand,  sold  stripped-down  com- 
puters direct  to  customers  who  pre- 
ferred to  write  their  own  programs. 
Citibank,  for  example,  is  writing  its 
own  program  for  300  NCR  Tower  mi- 
crocomputers it  just  ordered  to  auto- 
mate its  branch  platforms. 

The  marketing  staff  wasn't  the  only 
bureaucracy  Exley  attacked.  In  1980 
he  switched  NCR's  centralized  R&D 
operations  into  12  individual  profit- 
and-loss  centers.  Says  Exley  of  his 
R&D  decentralization:  "Letting  indi- 
viduals make  key  product  decisions 
has  increased  our  agility  as  a  company 
enormously."  Says  Hugh  Lynch,  who 
runs  NCR's  General  Purpose  Systems 
development  and  production  group: 


Tower  microcomputers  rolling  off  the  assembly  line 
"Our  products  are  sort  of  squeezed  out  of  a  tube. 


"Sometimes  we  look  more  like  a  start- 
up than  a  100-year-old  company." 

NCR  also  gave  local  plant  managers 
discretion  to  spend  up  to  tens  of  mil- 
lions on  development  projects  with- 
out asking  Dayton's  permission. 

This  radical  decentralization  has 
produced  its  flops.  But  the  flops  have 
been  outweighed  by  successes.  One 
such  is  the  new  NCR  9800  general 
purpose,  fault-tolerant  mainframe; 
this  came  from  NCR's  Rancho  Ber- 
nardo, Calif,  lab  and  plant. 

Another  example  is  NCR's  Tower, 
conceived  and  created  in  the  Colum- 
bia, S.C.  plant.  The  Tower  is  a  series 
of  microcomputers  that  can  run  soft- 
ware written  for  machines  made  by 
others.  With  some  new  software  a 
Tower  can  tie  personal  computers  in  a 
corporate  department  to  the  compa- 
ny's mainframe — a  market  where 
DEC  has  done  well  and  IBM  has  been 
late.  A  different  program  lets  it  com- 
pete in  office  automation. 

By  1983  the  shift  to  electronics  and 
the  marketing  reorganization  were 
coming  together,  much  as  production 
and  marketing  had  worked  hand  in 
glove  when  Patterson  was  building 
the  company.  Since  1975  NCR's  sales 
per  worker  had  climbed  94%,  to 
$59,200,  and  profits  per  worker  were 
up  403%,  to  $4,603.  (Today  the  fig- 
ures are  $69,355  and  $5,081,  respec- 
tively.) His  reputation  secure,  Ander- 
son stepped  aside  to  let  Exley  run  the 
show  (Anderson  remains  on  the 
board). 

As  production  costs  continued  to 
fall,  NCR  again  became  competitive 
in  its  core  businesses.  In  automatic 
teller  machines,  for  example,  NCR 
increased  its  market  share  last  year  in 
a  static  market  and  is  now  the  world 
leader.  Boasts  Paul  Lappetito,  who 
heads  NCR's  U.S.  sales  force:  "We 
took  7Vi  points  of  market  share  away 
from  Diebold."  Meanwhile,  as  other 
ATM  vendors  such  as  Olivetti's  Do- 
cutel  drop  out,  Lappetito  is  going  after 
the  fast-growing  replacement  busi- 
ness by  aggressively  selling  service 
on  the  company's  competitors'  cash 
machines. 

Competition  remains  fierce  in  all  of 
NCR's  businesses.  In  the  retail  busi- 
ness, IBM  has  been  aggressively  push- 
ing a  new  line  of  point-of-sale  systems 
introduced  earlier  this  year.  NCR  is 
still  the  leader  in  this  field,  but  IBM 
has  already  won  a  few  NCR  custom- 
ers, including  Caldor,  Inc.  And  Na- 
tional Semiconductor's  Datachecker 
division  is  coming  on  strong. 

Under  these  circumstances,  Exley 
worries  whether  NCR  can  sustain  its 
momentum.  "Will  we  accelerate  with 
the  industry?"  he  asks,  and  hedges: 


"That  is  the  key  question."  Pressure 
on  margins,  he  adds,  is  beginning  to 
hurt,  a  fact  reflected  in  NCR's  third- 
quarter  results:  net  up  only  2.3%  on  a 
13%  increase  in  sales. 

Perhaps  because  it  is  an  old  compa- 
ny that  has  seen  prosperity  wax  and 
wane,  NCR  resisted  the  temptation  to 
expand  too  fast  when  business  re- 
bounded in  the  late  1970s.  Exley  re- 
sists it  still.  He  says  he  will  build  no 
significant  new  floor  space  for  five 
years,  forcing  the  company  to  get  any 
additional  production  out  of  the  facil- 
ities it  has.  Says  Exley:  "It's  getting  to 


By  Jack  Willoughby 

William  Stinson,  53,  on  the 
job  as  Canadian  Pacific's 
chief  executive  officer  for  a 
little  over  a  year,  last  month  took  a 
step  that  astonished  the  Canadian 
business  community.  He  rid  CP  of 


the  point  where  our  products  are  so| 
of  squeezed  out  of  a  tube." 

This  combination  of  solid  growtl 
and  caution  has  put  NCR  in  rocN 
solid  financial  shape.  NCR's  unded) 
cated  cash  flow — money  not  require 
for  reinvestment  in  the  business — I 
now  running  at  around  $500  millio] 
($5  a  share).  Debt  is  way  down,  am 
since  1984  NCR  has  bought  back  5^ 
of  its  common — and  still  has  $90( 
million  in  the  bank. 

Pretty  good  for  a  102-year-old  com 
pany  that  was  staring  into  the  abyss  cj 
obsolescence  a  decade  or  so  ago.  ■ 


what  for  nearly  a  century  had  been  th( 
firm's  most  revered  possession,  Co 
minco  Ltd.,  selling  control  of  the  Van 
couver-based  lead  and  zinc  subsidiary 
to  an  international  mining  consor 
tium  for  $340  million. 

More  graphically  than  perhaps  any 
other  single  gesture,  this  bold  move 


They  laughed  when  William  Stinson  sa< 
down  to  run  Canadian  Pacific.  Theyn 
not  laughing  anymore,  but  neither  an 
they  applauding — yet. 

Tuning  up 


Now  more  than  ever, 

profitability 

is  a  thing  of  beauty. 

They've  arrived.  The  next  generation  of  Peterbilt 
conventional.  Four  long-term  profit  strategies  skill- 
fully engineered  to  increase  your  company's 
competitiveness.  Lower  your  transportation  costs. 
And  help  contribute  to  a  better  bottom  line,  for  a 
longer  period  of  time,  than  any  competing  design. 

How?  By  offering  you  an  even  greater  oppor- 
tunity to  bridge  the  gap  between  the  performance 
you  need.  And  the  profitability  you  demand. 

More  models,  with  more  design  choices, 
gives  you  the  edge. 

It's  simple:  the  closer  your  vehicles  are 
tailored  to  the  task  at  hand,  the  more  productive 
and  efficient  they'll  perform.  Which  is  precisely 
why  Peterbilt  now  offers  four  highly-refined  base 
models  from  which  to  build.  Each  offering  more 
design  choices  than  any  competing  design.  Each 
targeted  to  achieve  maximum  performance  within 
a  particular  application  category 
The  choice  is  yours. 


Common  in  design,  uncommon  in  value. 

Of  equal  importance  to  the  success  of 
your  investment— each  new  model  stands  united 
in  sharing  a  long  list  of  plus-value  features  that 
can  make  a  significant  contribution  to  your 
bottom  line: 

Increased  payload  revenues,  thanks  to  the 
lowest  tare  weights  of  any  competing  design.  Far 
fewer  parts  for  increased  reliability,  less  downtime. 
Unsurpassed  maneuverability  A  totally  redesigned 
cab  for  increased  driver  productivity.  Plus, 
much  more. 

And  the  fact  that  these  are  the  most 
thoroughly-researched,  thoroughly- tested  Peterbilts 
ever,  assures  that  your  investment  will  be  as  pru- 
dent, as  it  is  productive. 

Call  toll-free: 
800  447-4700 

Before  your  next 
investment  in  transpor- 
tation, read  our  12 -page 
brochure  outlining  the 
many  benefits  Peterbilt 's 
new  conventional  line 
can  provide.  Call  today. 


A  DIVISION  OF  PACCAR 

Peterbilt  Motors  Company 
38801  Cherry  Street 
Newark,  CA  94560 


Steelcase  Systems  Furniture.  You  can  take  it  to  new  limits 


Steelcase  systems  furniture  helps  you  stay  on 
the  leading  edge  of  both  appearance  and 
function,  without  sacrificing  the  reliability  of 
the  world's  most  often  specified  furniture. 

You'll  find  new  opportunities  in  all 
Steelcase  systems.  Fresh  faces  on  some 
familiar  products;  new  hi-tech  options 
that  help  you  conquer  the  complexities  of 
the  computer-driven  office;  unexpected 


combinations  of  products  that  let  you  create 
unique  environments. 

Take  a  fresh  look  at  Steelcase  systems. 
We  think  they  offer  exciting  new  ways  to  push 
your  abilities  and  your  results  to  new  limits. 

For  more  information,  contact  your 
Steelcase  dealer  or  Steelcase  regional  office.  Or 
dial  toll-free  1-800-447-4700.  Steelcase  Inc., 
Grand  Rapids,  MI  49501. 


Steelcase 

The  Office  Environment  Company 


shows  that  after  years  of  drift,  Cana- 
da's largest  conglomerate,  with  1985 
revenues  of  $11  billion  and  assets  of 
$15  billion,  has  at  last  begun  to  steer  a 
fresh  course.  Approvingly,  analyst  Pe- 
ter von  Ond  of  Montreal's  McNeil 
Mantha  Inc.  says:  "At  last  they  intend 
to  run  this  company  as  an  economic 
concern,  not  as  a  patrimony." 

CP  controls  a  continent-spanning 
empire  in  real  estate,  steel,  oil  and 
gas,  airlines  and  railroads.  A  fair  part 
of  that  growth  came  about  in  a  pell- 
mell  rush  to  diversify  during  the 
1970s.  Under  Ian  (Big  Julie)  Sinclair, 
CP  often  overpaid  for  doubtful  proper- 
ties, pushing  further  into  commod- 
ities like  paper  mills,  as  well  as  into 
everything  from  tableware  and  agri- 
cultural products  to  construction 
equipment. 

Sinclair  retired  two  years  ago,  and 
his  successor,  Stinson,  declared:  "Ca- 
nadian Pacific  and  its  subsidiaries 
will  have  a  new  look  in  the  next  five 
years."  Nobody  paid  much  attention. 
Why  should  they?  Stinson  looked  like 
simply  the  latest  in  a  long  line  of 
humorless  CP  bureaucrats  to  rise  to 
the  top. 

But  William  Stinson  meant  what 
he  said.  One  year  later,  CP  has  a 
new  look.  Stinson,  the  youngest 
chief  executive  in  CP's  history,  is 
leaving  his  mark.  Some  $260  mil- 
lion has  been  written  off  in  ship- 
ping, steelmaking  and  several  manu- 
facturing operations.  Algoma  Steel 
Corp.,  which  lost  $17  million  from 
operations  so  far  this  year,  has  shed 
1,500  jobs,  and  sharply  pared  back 
plant  capacity.  Most  of  the  energy 
and  construction  subsidiaries  of 
AMCA  International  Ltd.,  a  CP- 
owned  construction  equipment  and 
engineering  concern,  are  up  for  sale. 

Stinson  has  been  streamlining  CP's 
Byzantine  corporate  structure.  Much 
of  CP's  diversification  during  the 
1970s  had  taken  place  through  Cana- 
dian Pacific  Enterprises,  owned  70% 
by  CP,  with  the  other  30%  in  public 
hands.  Stinson  arranged  an  exchange 
of  CP  stock  for  CP  Enterprises  stock, 
thereby  folding  CP  Enterprises  100% 
into  the  parent  holding  company. 
Says  Stinson  in  clipped  sentences: 
"This  was  the  biggest  change  of  all. 
The  relationship  with  our  subsidiar- 
ies is  now  such  that  we  can  react 
much  faster." 

That's  a  start,  but  only  a  start.  Ca- 
nadian Pacific  still  has  a  long  way  to 
go  before  it  gets  back  to  the  kind  of 
performance  it  enjoyed  during  the 
1970s,  when  return  on  equity  regular- 
ly topped  15%.  Last  year  it  earned  just 
4.6%  on  its  conservatively  stated 
book  value,  and  this  year  it  is  expect- 


Canadian  Pacific  President  William  Stinson 
More  like  a  business,  less  like  a  patrimony. 


ed  to  earn  around  4% . 

PanCanadian  Petroleum,  one  of 
Canada's  largest  oil  and  gas  produc- 
ers, last  year  contributed  76%  of  CP's 
consolidated  net  income.  As  a  conse- 
quence of  this  year's  dramatic  decline 
in  oil  prices,  the  parent  company  is 
not  likely  to  see  anything  like  that 
from  PanCanadian  again  soon.  On  the 
railroad  itself,  earnings  will  also  be 
down,  a  result  of  weak  volume  in  pot- 
ash, coal  and  grain  as  well  as  steep 
capital  expenditures  to  upgrade  track 
and  rail  lines. 


For  all  that,  the  welcome  new  sens* 
of  decisiveness  percolating  through 
CP's  management  suggests  that  th 
company  is  worth  watching — if  no 
for  next  year,  for  the  year  after.  Say 
Merrill  Lynch  Canada's  Greg  Liddy 
"Management  has  taken  the  righ 
steps  in  preparing  the  company  for 
turnaround."  Call  it  the  beginning  o 
the  beginning.  Stinson  has  a  long  wa; 
to  go,  but  he  may  yet  wring  profit 
from  the  Canadian  giant  commensui 
rate  with  its  huge  revenues  and  vasi 
assets.  ■ 


They're  starting  to  shake  things  up  at ]a\ 
pans  lagging  Nissan  Motor  Co.  Unfortw 
nately,  time  is  running  short. 


Confession  time 
at  Nissan 


By  Andrew  Tanzer 
and  Marc  Beauchamp 


It's  confession  time  at  Japan's 
second-biggest  and  the  world's 
fourth-biggest  automaker.  "We 
didn't  distinguish  our  cars,"  confesses 
an  executive  of  Nissan  Motor  Co. 
"We  don't  appeal  to  young  peoples' 


tastes,"  concedes  another. 

So  long  as  the  yen  stayed  cheap, 
Nissan  made  enough  money  in  the 
U.S.  to  paper  over  its  basic  weakness* 
es,  but  with  150  yen  to  the  dollar,  the 
weaknesses  are  showing  up.  Nissan's 
net  income  dropped  56%,  to  $198  mil^ 
lion,  on  flat  sales  of  $25.7  billion  ini 
the  fiscal  year  ended  Mar.  31.  This 


THE  QUALITY  OF  YOUR  PORTi 
ENHANCE  YOUR  QUALITY  OF  LIFE. 


Guardian  manages  a  $3  billion 
-quality  long-term  investment  port- 
for  its  policyholders.  This  portfolio 
es  to  provide  our  life  insurance 
its  with  exceedingly  attractive  and 
le  investment  returns  with  automatic 
pletion  of  their  programs  at  retire- 
t,  death  or  in  the  event  of  disability. 


Based  on  The  Guardians  current 
dividend  scale,'  Comparative  Rates  of 
Return  from  8%  to  13%  tax-deferred  can 
be  achieved  with  The  Guardian's  new 
Spectrum  series  of  life  insurance  prod- 
ucts. The  Comparative  Rate  of  Return 
measures  the  yield  at  which  you  would 
have  to  invest  your  funds,  after  deduct- 
ing the  cost  of  insurance,  to  equal  the 
yield  on  the  cash  value  of  Spectrum. 


ir«  ^either  estimated  nor  guaranteed.  Actual  future  dividends  may  be  higher  or  lower  depending  on  the  Company's  actual  future 
.   >  The  number  of  years  of  required  cash  outlay  depends  on  the  policy  class  and  the  continuation  of  the  current  dividend  scale, 
i  automatic  and  must  be  selected  by  the  policyowner  ot  the  policy  year  indicoted.  This  is  not  a  paid  up  policy. 


VanishGuard  is  a  unique  new  product 
in  the  Spectrum  series  that  takes 
advantage  of  The  Guardian's  financial 
strength  and  is  completely  funded  in  as 
few  as  four  years:  Pay  Four  Pay  No  More!2 

If  you  seek  a  better  quality  of  life, 
contact  us  today  at  201  Park  Avenue 
South,  New  York,  NY  10003  or  call 
1-800-4-VANISH. 


^  The  Guardian 


TODAY,  HE  COULD  GET  TOM  AND  HUCK 
INTO  11%  MORE  TROUBLE. 


Few  writers  could  get  characters  in  and  out 
of  hair-raising  scrapes  with  such  proficiency  and 
wit  as  Mark  Twain. 

But  consider  how  many  more  adventures 
Mr. Twain  could  have  thrilled  us  with  if 
he'd  had  the  use  of  telephone  acces- 
sories from  Plantronics. 

We  figure  we  could  have  easily- 
boosted  Mr.  Twain's  productivity  on 
the  phone  by  59%.  And  boosted  his 
overall  efficient  by  at  least  11%.* 

Unfortunately  Mr. Twain  never  had 


the  chance  to  use  the  prod  ucts 
that  would  have  kept  Tom 
and  Huck  up  to  their  necks  in 
mischief.  But  you  do. 

lightweight  headsets 
that  set  your  hands  free. 
.Amplified  handsets 
specially  made  for 
noisy  environments.  Even  a  much- 
improved  version  of  the  popular 
speakerphone. 
In  fact,  nobody  has  more  ways  to  help 


I'hunt'hV.im  uiu-N  \<>u  iht 
benefits  of  a  speakcrphi  ine 
>unding  like  one 


you  get  the  most  from  every woi 
So  if  personal  communicati 
.s  as  important  to  your  livelihood 
/  it  was  to  Mr.  Twain's,  contact  yoiu 
Plantronics  distributor.  Or  call  us  a 
1-800-538-0748.  In  California, 
1  800  662  3902  Extension  1020 
And  find  time  to  write  your  own 
happy  ending. 

9  PLANTRONICS 

Somedav.  all  communication  will  be  this  efficiei 


*H  B  Maynard  study,  Plantronics  headset  user  vs  a  standard  telephone  handset  user  C  1986  Plantronics.  Santa  Cruz,' 


•  {ear  will  be  worse:  The  company  may 
irell  record  operating  losses  for  the 
llrst  time  in  memory.  Unit  sales  of 
i  ars  and  trucks  fell  1.5%  last  year,  to 
I  {.43  million,  and  will  decline  at  least 
M%  this  year. 

I  Hence  the  confessional  mood. 
I [here  are  definite  signs  Nissan  is  fac- 
ing its  problems.  Last  year  Yutaka 
flume,  an  engineer,  was  promoted  to 
j  resident,  and  Takashi  Ishihara, 
ij/ho's  blamed  for  many  of  the  mis- 

•  fakes,  was  moved  to  chairman.  Earlier 
|jhis  year  the  company's  imperious 
anion  boss,  Ichiro  Shioji,  was  ousted 
>|y  the  union.  Shioji  and  Ishihara  fre- 
quently clashed  in  public,  and  bad 
labor  relations  hurt  the  company. 

I  "Nissan,"  says  John  Dinkel,  the  re- 
ijpected  editor  of  Road  &  Track,  "has 
[iecome  much  more  enlightened  to- 
ward the  market  and  more  willing  to 
jake  risks."  Dinkel  thinks  a  number  of 
pese  risks  are  about  to  pay  off.  He  says 
jjhat  the  latest  300ZX  sports  car  recap- 
lures  much  of  the  excitement  of  its 
Immensely  successful  240Z  ancestor. 
Nissan's  latest  Sentra,  Pulsar  and 
Hardbody  pickup  have  been  hailed  by 
Ihe  car  press.  A  new  car  targeted  at 
roung  urban  women — the  Be-1,  a  sub- 
iompact  convertible — will  be  intro- 
duced in  Japan  soon.  Meanwhile,  man- 
agement consultant  McKinsey  &  Co. 
las  been  hired  to  try  to  rejuvenate 
Nissan — showing  Nissan  understands 
nuch  of  its  weakness  is  structural. 

By  most  industry  estimates,  only 
Toyota,  with  its  low  production  costs 
ind  awesome  sales  network,  is  mak- 


ing much  money  in  the  highly  com- 
petitive 3-million-car  Japanese  do- 
mestic market.  Since  1980  Nissan's 
share  of  this  market  has  dropped  from 
31%  to  25%,  while  Toyota's  has  risen 
from  40%  to  46%. 

Nissan's  Japanese  dealer  system  is 
inefficient.  While  Toyota  sells  its  cars 
through  rich,  independent  dealers, 
Nissan  has  an  equity  position  in  half 
of  its  dealerships.  Most  Nissan  deal- 
ers have  been  losing  money  for  years, 
and  the  manufacturer  has  been  forced 
to  inject  equity  and  loans  to  keep 
them  afloat.  Independent  dealers, 
such  as  Toyota's,  tend  to  be  more 
aggressive  and  profit-driven.  Some  of 
Nissan's  difficulty  in  keeping  its 
pulse  on  consumer  tastes  may  result 
from  its  sales  structure.  "If  the  manu- 
facturer is  an  investor,  the  dealer 
tends  to  listen  more  to  the  manufac- 
turer and  less  to  the  market,"  coun- 
sels Koichi  Hori,  a  vice  president  at 
Boston  Consulting  Group.  Nissan  has 
begun  to  reorganize  its  domestic  sales 
division  to  market  cars  by  region  rath- 
er than  by  product  line. 

Toyota  and  Honda  went  for  a  sleek, 
curvy,  sporty  look.  Zenzo  Sonoda,  ex- 
ecutive vice  president  of  Nissan,  ad- 
mits: "Until  last  year  our  cars  were 
more  on  the  boxy,  conservative  side." 
No  longer.  Road  &  Track's  Dinkel  is 
especially  high  on  the  sporty  1987 
Pulsar,  which  will  come  with  a  re- 
movable rear  hatch. 

Nissan's  ambitious  overseas  pro- 
duction strategy  continues  to  be  a 
headache.  The  five  major  factories  in 


the  U.S.,  Mexico,  Spain,  Italy  and 
Australia  are  all  losing  money.  While 
Honda  focused  on  the  lucrative  U.S. 
market  and  built  a  huge  plant  in  Ohio, 
Nissan  rushed  into  a  bunch  of  smaller 
ventures  scattered  around  the  globe. 
However,  Nissan's  240,000-unit  fac- 
tory in  Tennessee  is  a  step  in  the  right 
direction.  A  plant  opened  this  year  in 
England  will  be  expanded  to  100,000 
units,  making  it  Nissan's  next-largest 
overseas  facility. 

Nissan's  joint  venture  with  Alfa 
Romeo  in  Italy  has  flopped  since  pro- 
duction of  a  modified  Nissan  Pulsar 
began  in  1983.  The  partners  sold  few- 
er than  5,000  of  the  cars  last  fiscal 
year,  against  an  annual  target  of 
60,000.  Critics  joke  that  Nissan  had 
its  priorities  reversed  by  selling  a  Japa- 
nese-designed, Italian-assembled  ve- 
hicle. Sales  in  Mexico  are  rising,  but 
Nissan  suffered  a  $150  million  cur- 
rency loss  there  last  year.  A  tie-up 
with  Volkswagen,  under  which  Nis- 
san produces  and  markets  the  Santana 
in  Japan,  is  disappointing. 

The  U.S.  market,  where  Nissan 
sells  a  third  of  its  cars,  remains  a 
strong  suit  and  should  get  stronger 
with  the  new  models  and  more  con- 
temporary styling.  Honda  and  Toyota 
will  surpass  Nissan  in  passenger  car 
sales  this  year,  but  Nissan's  newer 
lines  promise  better  things  for  1987. 

Nissan  is  addressing  its  problems. 
But  with  Japan  now  a  high-cost  coun- 
try, thanks  to  the  surging  yen,  tack- 
ling those  problems  takes  on  an  ur- 
gency it  formerly  didn't  have.  ■ 


Beware  the  falling  shares 


Only  in  Western  Europe  has  Nissan  Motor  been  able  to  so  have  the  company's  designs.  Nissan  understands  and, 
maintain  its  share  of  the  important  car  markets  (the  according  to  one  expert,  "has  become  much  more  enlight- 
figures  exclude  small  trucks).  The  rising  yen  has  hurt,  but   ened  towards  the  market  and  more  willing  to  take  risks." 


Passenger  car  market  share 


U.S.  Japan  Western  Europe 


'80      '81      '82      '83      '84      '85     '86t      '80      '81      '82      '83      '84      '85     '86*      '80      '81      '82      '83      '84      '85  '86" 


"Includes  cars  produced  in  ihe  U.S.    fFirst  nine  months  4Jan — Aug.  average.    "First  six  months 

Sources:  Ward's  Automotive  Yearbook,  Ward's  Automotive  Reports,  Industrial  Hank  of  Japan,  Automotive  Industry  Data,  Ltd 


NCRTower 
helps  Texas 
drivers  move 
faster  overl 

For  growing  work  loads,  smart  organizations  are 
loading  up  with  smarter  computers. 
The  NCR  Tower.™ 

Texas  has  the  second  largest  number  of  licensed 
drivers  in  the  country.  To  speed  up  traffic  in  its 
statewide  licensing  offices,  the  Lone  Star  State 
installed  eighty  Towers. 

Airborne  Express,  the  overseas  delivery 
service  with  the  sky-high  growth  record,  employs 
a  network  of  Towers  in  the  Far  East  to  keep  track  of 
thousands  of  international  shipments  every  day. 

Obviously,  the  Tower  is  a  very  versatile 
computer. 


8  1986  NCR  Corporation   "UNIX  System  V  is  a  registered  trademark  ot  Bell  Laboratories    *RM/COS  is  a  registered  trademark  ot  Ryan  McFariand  Co 


The  NCR  Tower  is  actually  a  family  of  computers,^^^^ 
5  ging  from  a  2-4  user  system  to  a  departmental  system.^ilRj^ 
3  from  a  small  business  network  to  an  international  network  OT^Sj 
indreds  of  users.  Memory  capacity  ranges  from  one  to  sixteen  MB. 
|p  for  disk  storage,  from  25  MB  to  over  5.5  gigabytes.  Networking 
ii  communications  are  easy  because  the  Tower  supports  all 
rjor  protocols,  including  SNA,  X.25. 

The  NCR  Tower  offers  a  choice  of  operating  ,  —  ««« 
^  terns:  UNIX  System  V*  and  RM/COS*  And  " 

?  :ry  Tower  is  designed  with  open  systems       *l       '  \  

i  hitecture  to  work  with  industry  standard  hard-   jf^Z-m  — — ■ 

re  and  software. 


What's  more,  NCR  backs  the  Tower  with  one  of 
H  world's  largest  service  organizations.  With  16,000 
sgineers  on  call,  expert  NCR  service  is  as  close  as  the 
One.  Which  is  another  reason  the  Tower  is  a  smarter 
pice.  And  why  smart  businesses  have  already  chosen 
fi  re  than  22,000  NCR  Towers. 
I  Find  out  how  the  Tower  can  help  your  business  take 
■Dial  1-800-CALL  NCR. 


\nd  Airborne 
Express 
move  smoother 
overseas. 


he  NCR  Tower. 

ecause  smart  businesses  need  smarter  computers. 
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The  Japanese  yearn  for  a  secure  supply  of 
oil.  U.S.  oilmen  hunger  mightily  for  capital. 
Now  the  twain  are  meeting. 


"A  historic 
moment" 


By  Ton!  Hack 


inoru  Okada  is  an  entrepre- 
neur in  his  late  60s  with  a 
trading  company,  duty-free 
shops  and  the  Cutty  Sark  franchise, 
among  other  ventures  in  Japan.  May- 
be it's  the  legendary  Japanese  tenac- 
ity, maybe  just  sheer  spirit  of  adven- 


ture, but  Okada  is  taking  a  flier  in  the 
U.S.  oil  business  at  a  time  when  most 
people  shun  the  oilfields. 

Okada,  a  Buddhist,  believes  he  re- 
ceived a  sign  in  1979  that  he  would  be 
successful  in  oil,  and  particularly  in 
America.  His  Denver-based  Empire 
Group  has  spent  something  over  $10 
million  here,  for  roughly  500,000  bar- 


rels of  present  reserves. 

Well,  why  not?  Japan  has  a  hug 
trade  surplus,  the  yen  is  strong,  an 
battered  U.S.  oil  companies  ai 
hungry  for  capital,  which  U.S.  inves 
tors  are  loath  to  provide.  So  the  Japa 
nese  are  jumping  into  the  void.  Nip 
pon  Oil  and  Nippon  Mining  have  cui 
deals  totaling  $140  million  this  yeai 
and  more  are  coming. 

"From  the  Japanese  perspective,  it' 
the  perfect  time,"  says  Richard 
Samuels  of  the  Massachusetts  Insti 
tute  of  Technology,  who  has  written 
book  about  the  Japanese  energy  indus 
try.  "They  can  get  in  cheap,  and  whal 
better  investment  than  oil,  if  you're^ 
as  they  see  it — a  small  island  natiol 
precariously  dependent  on  imports 
raw  materials?  They  see  this  as  a  his 
toric  moment,  I  think,  and  they're 
going  for  it." 

Crude  oil  fills  some  60%  of  Japan': 
energy  needs,  and  virtually  all  of  it — t 
1 .3  billion  barrels  a  year — is  imported 
69%  from  the  Middle  East.  Oil  findini 
is  one  of  the  few  industries  where  U.S| 
technology  is  still  clearly  superioi) 
Japanese  exploration  efforts  haven' 
been  very  successful.  Only  10%  a 
Japan's  oil  imports  comes  from  Japai 
nese  overseas  discoveries;  the  Japa) 
nese  government  would  like  to  rais< 
that  figure  to  30%.  So,  teaming  uj 
with  American  knowhow  makes  a  lol 
of  sense. 

But  the  U.S.,  itself  addicted  to  im 
ports,  bans  the  export  of  home 
brewed  oil.  For  this  reason,  Japan  Na 
tional  Oil  Corp.  (JNOC),  the  govern 
ment  agency  that  funds  oil 
exploration,  refused  to  back  Japanese 
forays  in  the  U.S.,  as  it  has  done  else 
where  around  the  world. 

Last  year,  though,  Atlantic  Rich 
field  struck  an  innovative  deal  witlj 
Idemitsu  Kosan,  the  $12  billion  Japa 
nese  oil  company,  a  deal  that  gets 
around  the  foolish  U.S.  law.  Willi 
JNOC  backing,  Idemitsu  paid  $11 
million  for  a  20%  stake  in  six  under 
sea  Arco  tracts  off  California.  Here's 


Ehwn  Mehlman 


the  smart  part:  Idemitsu's  share  ol 
whatever  oil  is  found  will  be  swapped 
for  Arco  oil  overseas,  which  can  then 
be  shipped  to  Japan. 

Of  course,  such  a  deal  could  have 
been  worked  out  long  ago.  Why  now? 
"In  order  for  a  joint  venture  to  be 
assisted  by  JNOC,  the  Japanese  and 
U.S.  companies  must  come  to  an 
agreement.  That  didn't  happen  until 
recently,"  says  a  JNOC  Washington 
representative  politely.  If  he  had  been 
less  polite  he  would  have  explained 
further:  Americans  turned  up  their 
noses  at  Japanese  money  until  they 
got  desperate. 

Now  they  are.  Early  in  this 


Canon  presents 
your  personal  print  shop. 


Ail'IUNiad 


ire's  the  laser  beam  printer 
3m  the  company  that  pioneered 
sktop  laser  beam  printing. 

From  the  shortest  memo  to  the  longest  report,  the 
non  LBP-8  Al  makes  everything  you  print  look  hot 
the  presses.  Your  output  will  look  so  professional 
i'll  think  it  came  from  a  print  shop. 
The  LBP-8  Al  is  incredibly  fast,  producing  copy 
a  rate  of  8  pages  per  minute,  and  because  it's  non- 
pact,  it  prints  so  quietly  that  you'll  hardly  know 
working. 

This  versatile  printer  lets  you  use  a  wide  range  of 
lg-in  fonts.  And  Canon's  replaceable  cartridge 


system  makes  it  virtually  maintenance-free. 

To  set  up  your  own  personal  print  shop,  get  the 
Canon  LBP-8  Al,  or  the  LBP-8  A2  with  full  graphics 
capability.  You're  sure  to  make  a  favorable  impression 
with  everything  you  print.  To  leam  more  about 
Canon's  advanced  laser  beam  printers  as  well  as  the 
complete  line  of  wire  dot  ^ 
matrix  and  bubble-jet  ^^CVllO  I 

printers,  call  1-800-453-3307.  PRINTERS 
(In  Utah,  1-800-662-2500. )     Printouts  that  stand  out. 


Canon  USA  ,  Inc. ,  Printer  Division,  PO  Box  6 19865.  Dallas  Fort  Worth  Airport,  Texas  75261  ©  1986  Canon  USA.,  Inc.  Printility  is  a  product  of  Metro  Software  Inc 


JSC/ MS  Holdings  Inc. 

a  newly  formed  company  jointly  owned  by 
Jefferson  Smurfit  Corporation,  a  subsidiary  of  Jefferson  Smurfit  Group  pic, 
and  The  Morgan  Stanley  Leveraged  Equity  Fund 

has  acquired 

Container  Corporation  of  America 

a  wholly  owned  subsidiary  of 

Mobil  Corporation 

The  undersigned  initiated  this  leveraged  buyout  transaction,  structured  the  joint 
venture,  negotiated  the  terms  of  the  acquisition  and  the  senior  debt  financing, 
and  acted  as  underwriter  for  the  subordinated  debt  financing. 


September  SO,  1986 


MORGAN  STANLEY  &  CO. 

Incorporated 


Tliis  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  to  buy  any  of  these  securities. 
The  offer  is  made  only  by  the  Prospectus. 

$680,000,000 

JSC  I MS  Holdings  Inc. 

which  will  operttte  under  the  name 

Container  Corporation  of  America 

$180,000,000  Senior  Subordinated  Debentures  due  1998 
$500,000,000  Subordinated  Discount  Debentures  due  2006 


The  undersigned  acted  as  underwriter  for  these  securities  in  connection  with  the 
leveraged  buyout  of  Container  Corporal  ion  of  A  merica  by  a  newly  formed  company 
jointly  owned  by  Jefferson  Smurfit  Corporation,  a  subsidiary  of  Jefferson 
Smurfit  Group  pic,  and  The  Morgan  Stanley  Leveraged  Equity  Fund 


MORGAN  STANLEY  &  CO. 

September  M),  1986  Incorporated 


i  :ade,  the  majors  paid  enormous  bo- 
t  ses  for  five-year  leases  in  offshore 
{ :as.  Those  leases  are  expiring — 
pre  than  $700  million  worth  next 
ma,  and  $2.2  billion  worth  in  1988, 
£  Texaco's  reckoning.  But  the  oil 
impanies  haven't  the  cash  to  explore 
n  ose  and  other  leases. 
I  So  now  the  Japanese  are  not  only 
1  ;lcome;  they  are  eagerly  courted. 

"We  welcome  their  infusion  of  cap- 
lil,"  says  Max  G.  Pitcher,  Conoco's 
'  :e  president  for  North  American  ex- 
pration.  Nippon  Mining  ($5.2  bil- 
hn  sales)  is  paying  a  reported  $40 
:  illion  of  a  $135  million,  20- well  ex- 
;  oration  program  with  Conoco.  The 
I  st  well  is  being  drilled  in  1,500  feet 

water  off  Louisiana.  Should  it  re- 
l  al  a  substantial  field,  development 

uld  cost  around  $500  million;  no 
i  nny-ante  deal. 

The  Japanese  can  get  "better,  lower- 
;k  prospects  than  in  the  past,"  says 

From  the  Japanese  per- 
oective,  it's  the  perfect 
me,"  says  Richard 
amuels,  who  has  written  a 
ook  about  the  Japanese 
tergy  industry.  "They  can 
let  in  cheap,  and  what 
etter  investment  than  oil,  if 
ou're  a  small  island 
ation  precariously 
ependent  on  imported  raw 
laterials?" 


ntcher.  Since  1980  Japex  Corp.,  the 
|.S.  subsidiary  of  65%-government- 
»vned  Japan  Petroleum  Exploration 
lo.,  has  spent  about  $5  million  a  year 
ere  on  small,  mostly  unprofitable 
rojects.  "But  now,"  says  Japex  U.S. 
resident  Masayoshi  Ohmori,  "we 
ant  to  expand  to  larger  prospects,  as 
lippon  Oil  and  Nippon  Mining  have 
one.  Our  target  [for  a  significant  deal) 
March  1987." 

On  display  in  this  situation  is  a 
mch-discussed  difference  between 
'.S.  business  attitudes  and  Japanese, 
mericans  tend  to  think  quarter  to 
uarter,  the  Japanese  long  term. 
They  see  this  downturn  as  an  over- 
orrection,  and  if  they  hang  on  for  five 
ears,  they'll  do  much  better,"  says 
le  exploration  manager  of  a  Japa- 
ese-owned  U.S.  oil  company.  Adds 
aketoshi  Takamura,  a  Japanese  con- 
stant for  the  Klein  Partnership  in 
louston:  "Nobody  is  after  immediate 
rofits,  that's  for  sure." 

The  Japanese  are  fond  of  saying, 
anbatte,  that  is,  hang  in  there.  It's 
omething  that  American  business- 
aen  would  do  well  to  learn  from  the 
apanese.  ■ 


LooM'iS  £  B£oa/5lu/cK,  We 


,  MM, I  FOUND* 
yy  CO  MP  UTE  PL  CHEA  p  - 
»  A/AYBE  even  LESS 
THAN  IF  IV£  &0U6HTi 
(T  ATCOMMTERLAhJD." 


BUT,  FRED, 
CAN  THE  Y 
TEACH  US  TO 
USE  \T  LiKE, 
COMPUTERLAND? 


ComputerLand 

The  one  thing  to  know  about  computers! 


©  1986,  ComputerLand  Corporation. 


MCI  is  committed  to 
being  first  with  the  best 


MCI  pioneered  the  use  of  single-mode  fiber 
optics  considered  todays  standard  for  the  clearest 
cleanest  connections.  So,  while  others  rush  to 
build  their  fiber  optic  networks,  MCI  has  fiber 
optics  in  place  now. 

MCI  foresight  doesn't  end  with  hind- 
sight. What  have  we  done  for  you  lately?  This 
year  alone,  we'll  add  90  million  circuit  miles  of 

calling  around  the  country  or  the  world.  fiber  Qptic  capacity_enOUgh  for  more  than  180 

round  trips  to  the  moon-to  assure  you  of  the  most  reliable  transmission  of  your 
voice,  data  and  video  messages. 

Anticipating  your  needs  keeps  us— and  you— ahead.  MCI  invests  a 


lion  dollars  a  year  in  leading  edge  technology  to  give  you 
lovative  voice  and  data  solutions.  Like  the  unique  MCI 
>ISMSM/WATS  family  of  products  with  international  capa- 
ities,  or  MCI  Mail.®  Each  brings  flexibility  that  lets  you 
ntrol  your  communications-not  the  other  way  around. 

Our  commitment  to  your  future.  Thousands  of 
CI  professionals  use  their  special  insight  and  creativity  to 

make  our  products  and  network  work 
harder  for  your  business,  anticipating 
your  needs  and  developing  the  right 
solutions  for  you. 

This  competitive  drive  sets  us  apart. 
Because  we  compete,  you  win. 


lovative  engineering 
ikes  our  network  and  your 
insmission  superior. 


MCI  pioneered 
fiberoptic 
technology  now 

considered  the 
industry  standard. 


MCI 

COMMUNICATIONS  FOR  THE  NEXT  100  YEARS. 

ie  MCI  logo,  and  MCI  Mail  are  registered  service  marks  of  MCI  Communications  Corporation  (MCIC). 
<ISM  and  COMMUNICATIONS  FOR  THE  NEXT  10(1  YEARS  are  service  marks  of  MCIC   c.  MCIC  September  1986. 


Just  another  metal-bender;  no  advanced 
technology,  no  restructuring.  Boring — ex- 
cept for  those  25%  returns. 


Philips  Industries' 
secret 


By  Jerry  Flint 


How  do  you  run  25%  returns 
on  equity  for  three  successive 
years  in  the  current  disinfla- 
tionary environment?  "We're  not 
miracle  people.  There's  no  magic  for- 
mula," Jesse  Philips,  the  71 -year-old 
founder  and  chairman  of  Philips  In- 
dustries of  Dayton,  Ohio,  keeps  in- 
sisting. Miraculous  it  may  not  be, 
but  it  certainly  is  exceptionally 
good  management.  Jesse  Philips 
is  still  working  at  the  business, 
although  earlier  this  year  he 
handed  over  the  title  of  chief  ex- 
ecutive to  his  longtime  associate, 
Robert  Brethen,  the  Philips  presi- 
dent. The  founder  obviously  still 
keeps  his  eyes  on  things.  "We 
can't  do  the  impossible.  We  just 
try  to  do  the  simple  things,  day 
in,  day  out." 

Philips  does  those  simple 
things  superlatively  well.  It  is 
one  of  those  boring  companies — 
it  bends  metal  and  makes  things: 
heating  and  air-conditioning 
pieces  like  fans  and  terminal  box- 
es for  commercial  buildings,  win- 
dows and  bathtubs  for  houses,  ax- 
les for  recreational  vehicles  and 
horse  trailers.  Unexciting  stuff. 

But  Philips  keeps  growing. 
Sales  doubled  since  1982  to  $538 
million  in  the  fiscal  year  ended  Mar. 
31,  and  will  probably  run  $600  mil- 
lion this  year.  Return  on  equity  has 
been  averaging  better  than  25%  the 
past  three  years,  pushing  profits  to 
$30  million,  $1.07  a  share  in  fiscal 
1986,  the  tenth  straight  year  of  higher 
earnings  per  share.  This  fiscal  year 
Philips  probably  will  end  up  around 
$1.50  a  share.  All  this  with  a  conser- 
vative balance  sheet;  debt  is  only  14% 
of  capital. 

"I'm  hoping  that  before  I  retire,  we 
can  have  $1  billion  in  sales,"  says  Bob 


Brethen,  who's  60;  so  that's  only  five 
years  away. 

Philips  isn't  exactly  an  undiscov- 
ered gem.  Jesse  Philips  doesn't  hide 
his  light  under  a  bushel.  The  story  of 
his  hurried  return  from  yachting  re- 
tirement to  save  his  company  from 
bankruptcy  has  been  told  (Forbes, 
May 23,  1983).  He's  been  on  60 Minutes 
because  of  his  parties.  This  fall  he 


Jesse  Philips  and  Robert  Brethen 
Listening  for  the  squeaks. 


went  to  the  White  House — and  made 
the  MacNeil-Lehrer  TV  news — with  his 
new  antidrug  program  (urine  tests  for 
new  employees  and  for  anyone  who 
comes  under  suspicion,  whether  they 
like  it  or  not). 

Big  bashes  and  drug  programs  may 
be  flashy,  but  the  most  interesting 
thing  about  Jesse  Philips  is  the  suc- 
cessful way  he  manages  his  business. 
"It's  just  finding  the  niches,"  Philips 
says.  Among  the  niches:  whirlpool 
tubs,  windows  for  recreational  vehi- 
cles, and  ceiling  diffusers  (louvered 


ventilation  plates  in  office  ceiling 
"We  don't  want  to  butt  heads  w: 
any  big  competitors,  like  Dana 
Fruehauf,"  Philips  says.  With  pre 
ucts  like  this,  it  is  unlikely  to  do  so 
Brethen  and  Philips  insist  there  a 
just  four  steps  to  Philips'  success 
Stretching  out  the  sales  geographic, 
ly  into  new  territory.  Philips  has 
new  plant  in  southern  California  j 
manufacturing  louvers  and  dampe: 
2)  Broadening  the  product  lines  (as 
adding  whirlpool  tubs  to  the  ordina 
tubs).  3)  Staying  competitive  throuj 
a  systematized  and  continual  lowe 
ing  of  costs.  Philips  now  manufa 
tures  an  air  diffuser  that  has  8  par 
instead  of  32.  4)  Growing  by  makii 
smallish  acquisitions  in  relate 
areas — last  year  Philips  acquired  a  c 
vision  that  makes  terminal  boxes  ar 
registers,  as  a  complement  to  its  hea 
ing  and  air-conditioning  business. 

This  is  old-fashioned,  penny-watel 
ing  stuff.  But  it  adds  up  to  superbi 
good  management  and  a  lesson  to  ot! 
er  American  businesses  that  are  su< 
cumbing  one  by  one  to  intense  foreig 
competition. 
Philips'  acquisition  strategy  is 
fine  example  of  how  this  compi 
ny  operates.  The  latest  acquis 
tion  puts  Philips  into  the  alum; 
num  car-wheel  business,  its  fir* 
entry  into  original  equipmer, 
auto  parts  (although  it  make 
steel  wheels  for  RVs).  That  wi 
be  worth  $45  million  in  sales  i. 
the  next  fiscal  year,  and  has  pc 
tential  for  $100  million  to  $15 
million.  It's  a  perfect  market  for 
company  like  Philips:  relative! 
low  technology,  high  volume  an* 
a  business  where  every  penrr 
counts. 

"Maybe  we  can  do  things  a  lit 
tie  bit  better,  or  buy  cheaper 
Let's  say  we  acquire  someom 
who  buys  5  million  pounds  o 
aluminum  a  year.  We're  a  bigge 
buyer,  and  we  might  pay  20  cent! 
to  10  cents  less.  That  can  sav< 
$50,000,"  explains  Brethen 
Savings  like  that  add  up,  Las 

  year  Philips'  disciplined  prograrr 

of  seeking  and  effecting  cost  reduc 
tiohs  saved  $10  million.  For  example 
simplifying  a  patio-door  design  savec 
$465,000.  Such  cost  savings  are 
passed  on  to  customers,  which  en- 
ables the  company  to  keep  prices  low, 
which  keeps  sales  growing. 

"We  can  buy  someone  earning  6% 
to  8%  pretax,  and  within  two  years  be 
getting  14%  to  15%  pretax.  But  that's 
not  any  marvelous  thing,"  says  Bob 
Brethen.  Philips  doesn't  do  it  witbj 
cheap  labor.  Half  of  Philips'  factories 
are  union. 


I 


Today,  total  systems  integration  is  the  order  of  the  day. 
And  departments  that  can't  talk  to  departments  are  as 
olated  as  Brooklyn  before  the  bridge. 

To  find  out  how  Wang  bridged  the  communications  gap 
)r  these  organizations,  call  us.  Toll  free. 


U.S.AIR  FORCE 

RUMMAN 


Mellon  Bank 


Shearman  8c  Sterling 


WANG 


Wang  is  helping  all  these  organizations  become 
more  efficient,  more  competitive.  Because  Wang,  the 
vendor  with  an  integrated  and  compatible  line  of  VS 
minicomputers,  is  installing  information  networks  that 
get  departments  talking  to  each  other.  Networks  that 
have  different  computers  communicating  with  each 
other  like  never  before. 

Wang  helped  all  these  organizations  run  smoother, 
run  easier,  run  faster.  And  we  can  help  you  run  the 
same  way. 

Call  1-800-225-WANG  today,  and  let's  talk. 


WANG  MAKES  IT  WORK. 


Wang  Laboratories  iix 
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THE  KING  OF  THE  NORTH 
THRIVES  IN  MANYAREAS. 

The  lessons  we've  learned  through  our 
banking  subsidiaries  in  upstate  New  York, 
Maine,  Oregon,  and  Alaska  are  taking 
KeyCorp  far. 

To  Dallas  and  Atlanta,  where  Key 
Capital  Corporation,  with  it's  Key  Lease 
program,  dominates  the  auto  leasing 
business. 

To  Florida,  where  Key  Trust  Company 
of  Florida  acts  as  investment  advisor  to  an 
ever-increasing  number  of  clients. 

To  locations  east  and  west,  where  Key 
Financial  Services  has  become  one  of  the 
country's  fastest-growing  financiers  of  air- 
craft for  general  aviation.  And  a  leader 
in  marine  financing  as  well. 

Among  our  other  non-bank  subsidiaries 
are  venture  capital,  insurance,  data  process- 
ing, and  mortgage  banking  companies 

The  King  of  the  North  is  on  the  move. 


For  more  informarion  on  KeyCorp,  please  send  your  business  card  or  write  to  AllenJ.  Volkenant,  Executive  Vice  President.  KeyCorp,  60  State  Street.  Albany.  NY  12» 


"In  our  suit-happy  society,  checking  references  for  the 
reul  meaning  is  as  difficult  an  art  as  writing  them  No 
service  booklet  could  be  more  valuable  than  this. " 
Malcolm  S.  Forbes,  Chairman,  Forbes  Magazine 

"Any  business  person  who  doesn't  read  this  booklet 
carefully  is  missing  a  wealth  of  practical  information. " 
Martin  Edelston,  Publisher,  Boardroom  Reports 

"A  savvy,  clear-headed  look  at  the  tough  business  of  get- 
ting a  Job  candidate  s  old  employer  to  open  up  to  you. " 
Ed  Foley,  Editor,  Executive  Productivity 

"Never  hire  another  manager  without  following  Robert 
Half "s  advice.  Business  would  be  better  run  if  executives 
took,  the  time  to  do  what  this  booklet  suggests. " 
Alfred  M.  King,  National  Assn.  of  Accountants 


FREE 

Published  as  a  public  service.  This  booklet  is  yours  free  by 
contacting  your  Robert  Half  office,  or  writing  to: 
Robert  Half  International  Inc.,  Administrative  Services  Dept., 
522  Fifth  Avenue,  New  York,  NY  10036. 

[8]  ROBERT  HALF 

CI]  accounting,  financial  and  edp  personnel  specialists 


©  1986  Robcn  Half  nternational  Inc 
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When  the  switch  letters  speak,  billions  of 
dollars  in  mutual  funds  are  listening.  Do 
the  switchers  hurt  the  nonswitchers?  . 


Ready,  set,  switch 


By  Peter  Brimelow 


After  the  Dow's  recent  120- 
point  drop,  a  lot  of  money 
b  abruptly  got  up  and  walked 
out  of  portfolio  manager  Andrew 
Massie's  Scudder  Capital  Growth 
Fund.  It  went  to  live  with  a  money 
market  fund  also  run  by  the  Scudder 
Stevens  &.  Clark  firm. 

"It's  all  very  unnerving,"  complains 
Massie.  More  than  his  feelings  were 
hurt.  Because  of  redemptions,  Scud- 
der Capital  Growth's  cash  reserves 


shrank  from  10%  to  7%  of  total  value. 
"Wc  try  to  balance  our  cash  needs 
very  carefully,"  Massie  says.  "In  this 
case,  because  of  the  steep  drop  in  our 
cash  holdings,  I  couldn't  afford  to  get 
into  the  market  when  and  how  I  liked. 
It's  a  real  pain."  Even  though  the 
money  had  only  moved  down  the  hall, 
Massie  couldn't  use  it  for  the  bargain- 
hunting  he  would  have  liked  to  do. 

With  just  a  phone  call,  investors  in 
at  least  400  no-load  mutual  funds  can 
move  in  and  out  instantaneously 
without  paperwork  delays  and  with- 


out paying  a  load,  or  commission, 
any  salesman.  Investors  can  si 
blithely  between  equities  and  ca? 
according  to  their  view  of  the  Do\) 
direction. 

But  instant  gratification  for  fur 
holders  can  mean  trouble  for  portfo 
managers.  Sudden  redemptions  ell 
sabotage  a  portfolio  manager's  straj 
gy  by  forcing  him  to  liquidate  pol 
tions  to  raise  cash.  All  this  would| 
be  so  bad  if  one  investor's  redemptu 
were  matched  by  another's  purchas 
But  a  one-way  move,  draining  caS 
can  occur  when  investors  act  in  cq 
cert — as  they  did  with  Massie — eith| 
because  their  accounts  are  collectiv 
ly  managed  by  a  professional  marks 
timer  or  because  they  are  individual) 
following  the  advice  of  one  of  the  bu 
geoning  band  of  investment  lette 
that  focus  on  mutual  funds. 

When  some  of  these  letters  speai 
billions  of  dollars  may  be  listening, 
even  a  fraction  of  that  moves,  certaj 
funds  may  find  themselves  swamp* 
with  redemptions  or  flooded  wil 
new  cash. 

There  are  at  least  50  mutual  fur 
letters.  Their  numbers  are  growin 
rapidly,  although  investment  lettj 
circulation  generally  is  well  below  1 
1983  peaks — despite  the  recent  bui 
market.  Glen  King  Parker,  chairma 
of  the  Fort  Lauderdale-based  Institul 


Glen  King  Parker,  publisher  of  Mutual  Fund  Forecaster 
Readership  in  the  thousands,  dollar  impact  in  the  billions. 


Tailor  Bbdl 


The  New  Chrysler  New  Yorker. 
Turbo-charged  power  Front-wheel  drive. 
Even  when  you're  sitting  in  the  lap  of  luxury 
you're  still  in  the  drivers  seat. 


The  moment  you  enter  your  Chrysler  New  Market  you 
a  world  of  luxury  A  world  of  inner  quiet  that  shields  you 
n  blaring  city  noise.  Power  and  convenience  systems  that 
ll  a  strong  sense  of  command. 

But  NewMarkers  luxury  extends  far  beyond  comforts  and 
leniences.  Chrysler  believes  a  luxury  cor  should  also  be 
ncredlble  driving  car  WBKM^W1111^^^ 

That's  why  New  Yorker's  ad-  ■■VT  //MM'MKt^ 
ced  front-wheel  drive  and  posi-  ■SEsSbS^SKk 
3-response  suspension  are  ~~ 
igned  to  give  exceptional  agility  HpjF^  ^ 
i  outstanding  control.  Mau  can  sail  P^tm  "  -■ 
>  a  tight,  twisting  turn  with  quiet  (LiV^ 

-  - '^t^P  \ 

Than  why  New  Marker  offers  you  jj^Mfij\ 
option  of  turbopowet  So  you  wHP^WHCTWI 


wont  feel  intimidated  by  frantic  freeways. 

And  whether  you  buy  or  lease.  New  Marker  gives  you  the 
luxury  of  a  5-year  or  50000-mile  Protection  Plan.*  Even  your 
turbo  Is  covered. 

Todays  New  Market-luxury  that  has  kept  pace  with  the 
technology  of  driving.  Because  even  when  you're  sitting  in 
» -mi  the  lap  of  luxury  Chrysler  wonts  you  to 
Wmtm^^ujt  be  in  the  drivers  seat.       |  ^ 
Test  drive  today's  dflfc 
9f|^H  New  Yorker.  At  your 
^f^^Sa^i  Chrysler-Plymouth  dealer: 

Buckle  up  for  safety.  ' 

^   ^**a£«^H    Chryslet  Driving  to  be  the  best. 


Chrysler  Motors:  Best-bulit.  best-backed 
American  cars  and  trucks. 


for  Econometric  Research,  reports 
that  his  heavily  promoted  $49-a-year 
Mutual  Fund  Forecaster  has  reached  a 
76,000  circulation  since  its  launch  in 
1985  and  that  it  is  still  increasing  at 
the  rate  of  "a  couple  of  thousand  a 
week,"  despite  the  September  market 
break.  Dick  Fabian  of  Huntington 
Beach,  Calif,  says  that  his  first-in-the- 
field  Telephone  Switch  Newsletter  ($117 
a  year)  now  reaches  a  record  35,000 
subscribers. 

Subscribers  are  apparently  quicker 
to  obey  buy  signals  from  the  letters 
than  sell  signals.  But  there's  no  doubt 
that  the  letters'  impact  can  be  large. 
Widely  published  reports  credit  Fa- 
bian's newsletter  with  stampeding 
some  $300  million  from  equity  funds 
into  cash.  Jay  Schabacker  estimates 
that  the  25,000  subscribers  to  his 
Switch  Fund  Advisory!  and  its  five  sister 
publications  have  an  average  of 
$60,000  invested  in  funds — which 
means  that  Schabacker  may  be  influ- 
encing a  total  of  $1.5  billion. 

Of  course,  many  investment  letters 
offer  comments  on  the  market's  over- 
all direction  that  can  be  applied  to 
mutual  fund  investing.  But  mutual 
fund  letters,  in  addition  to  giving  mar- 
ket-timing advice  according  to  what 
they  often  claim  are  proprietary 
methods,  regularly  critique  the  per- 
formance of  a  wide  range  of  funds  and 


recommend  specific  combinations  for 
purchase. 

Like  many  Wall  Streeters,  mutual 
fund  executives  tend  to  treat  invest- 
ment letters  with  disdain.  "The  view 
of  most  money  managers  is  that  mar- 
ket-timers don't  add  value,"  says 
Stanley.  Egener,  president  of  Neu- 
berger  &  Berman  Management  and  of 
the  No  Load  Mutual  Fund  Associa- 

Two  of  the  older  mutual 
fund  letters  are  among  those 
whose  market  timing  has 
beaten  a  buy-and-hold  stra- 
tegy (since  mid- 1980):  Fa- 
bian's Telephone  Switch 
Newsletter  and  Schaback- 
er's  Switch  Fund  Advisory,  up 
160.4%  and  198.6%. 


tion.  He  notes,  "Nobody  has  taken  all 
the  letters  and  compared  what  they 
say  and  how  well  they  perform." 

On  that  last  point  at  least,  Egener  is 
wrong.  The  Washington,  D.C. -based 
Hulbert  Financial  Digest  has  monitored 
investment  letters  systematically 
since  mid- 1980.  And  two  of  the  older 
mutual  fund  letters  are  among  the 
handful  whose  market  timing  has 
beaten  a  buy-and-hold  strategy  over 
that  period:  Fabian's  Telephone  Switch 
Newsletter   and   Schabacker 's  Switch 


Fund  Advisory,  up  160.4%  and  198.6°/{ 
respectively,  against  the  NYSE  corr 
posite's  118.1%.  Interestingly,  thes  H^' 
two  winners  didn't  do  a  great  deal  ( 
switching  over  those  six  years.  On 
market-timer,  Stan  Weinstein's  I'm 
fessional  Tape  Reader,  switched 
times  and  did  worse  than  a  buy-anc| 
hold   strategy;    Fabian  switched 
times,  Schabaker  twice. 

Whether  the  letters  are  useful 
investors  or  not,  managements 
many  fund  families  are  clearly  re 
sponding  to  the  switch  phenomenon 
Though  he  derides  their  usefulncs 
and  says  he  "hasn't  noticed  any  real 
effects,"  John  Butler,  president  of  Fi 
nancial  Programs  Group,  has  limit© 
investors  to  a  maximum  of  fou 
switches  a  year.  Stan  Egener  says  tha 
Neuberger  takes  very  little  market 
timing  money:  "We  don't  want  mor 
than  2%  of  a  portfolio  to  be  made  U] 
of  it."  But  the  hot  money  isn't  alway: 
easy  to  spot,  unless  it  belongs  to  thi 
clients  of  an  identifiable  market-tim 
ing  manager. 

Off  the  record,  fund  executives  ge 
more  animated  about  switching:  "It'J 
a  ticklish  problem  we'd  frankly  rathei| 
not  see  discussed,"  says  one. 

Question:  Do  the  switchers  hur 
the  nonswitchers?  Besides  necessitat 
ing  higher  cash  balances,  switcher^ 
can  affect  fund  performance  by  fore 


If  you've  ever  moved  yourself,  or  even  considered  it ,  you 
know  Ryder  rents  trucks.  Little  yellow  ones  you  use  when 
you  need  them.  And  return  as  soon  as  you're  through. 

But  what  you  may  not  know  is  that  Ryder  also  rents  big 
yellow  trucks.  And  refrigerated  yellow  trucks.  And  yellow 


tractors,  with  or  without  trailers.  And  just  about  any  otr 
kind  of  yellow  truck  you  could  possibly  want.  And  yoi 
can  rent  one  whenever  you  need  it,  for  exactly  as  long  a 
you  need  it.  Without  paying  for  anything  you  don't  nee 
The  Ryder  fleet,  with  its  wide  range  of  vehicles,  is  the 


"fl 


ig  portfolio  managers  to  stay  in  big, 
mid  issues  that  reliably  reproduce 
arket  performance,  and  also  cause 

Lem  to  experiment  with  alarming 

judging  devices  like  options  or  fu- 
llres.  Essentially,  switching  forces 

nrtfolio  managers  into  a  different, 
ore  passive  role. 

One  executive,  Chuck  Royce  of 
mnsylvania  Mutual  Fund,  has  pro- 
fited telephone  switching  outright. 
:  oyce  denies  the  industry  rumor  that 
g  did  this  after  some  newsletter  writ- 
's first  discovered  and  then  dropped 
Hie  of  his  funds,  causing  a  cash  crisis. 
|  determined  that  telephone  switch- 
ig  was  not  in  the  best  interest  of  our 
lareholders,"  he  says.  "The  large 
,tnd    complexes     that  encourage 
ivitching   are   violating  common- 
,:nse  fiduciary  standards  for  the  pro- 
action  of  the  residual  shareholders." 
But  the  large  fund  complexes  posi- 
vely  encourage  switching:  Hot  mon- 
IV  is  still  money,  they  figure.  Fidelity 
I  catering  to  switchers  by  offering  a 
I'hole  variety  of  sector  funds,  with 
[ourly  pricing  and  limited  fees  to  fa- 
cilitate trading.  The  idea  is  to  keep 
he  switch  money  in  the  family.  The 
bsults  are  undeniable:  Fidelity  is  now 
|ne  of  the  biggest  fund  families,  with 
161  billion  under  management.  Prov- 
jig  again,  it's  better  to  lead  than  to 
bllow.  ■ 


Waterford  Crystal  and  Wedgwood.  A  table 
setting  thafs  pretty  enough,  but  how  will  it 
work  as  a  business  combination? 


Table  for  two? 


By  Edwin  A.  Finn  Jr. 
and  Richard  Morais 


F|  ew  people  plan  their  global 
business  strategies  from  the 
southern  coast  of  Ireland.  Even 
the  Romans  considered  the  country 
too  remote  to  conquer. 

But  for  J.  Patrick  Hayes,  the  small 
Irish  city  of  Waterford  is  the  center  of 
a  business  empire  stretching  from  Eu- 
rope to  New  York,  and  soon,  he  hopes, 
to  Tokyo.  After  14  years  as  head  of 


Ford  Motor  Co.'s  Irish  operations, 
Hayes  last  year  took  charge  of  Water- 
ford, a  collection  of  blast  furnaces  and 
craftsmen  that  turn  out  tons  of  leaded 
crystal  each  year.  Hayes  was  brought 
in  by  Globe  Investment  Trust,  a  Brit- 
ish investment  company  that  bought 
20%  of  Waterford  from  the  McGrath 
family  in  1984.  Ever  since,  Hayes  has 
been  grappling  with  a  bundle  of  strate- 
gy questions. 

Americans,  including  U.S.  tourists 
visiting  Ireland,  buy  75%  of  Water- 


NOW  YOU  DON'T. 


ntained  fleet  on  the  road.  It's  flexible  enough  to  offer 
emergency  replacement  vehicles,  extra  equipment  for 
K  periods  or  unexpected  deliveries,  you  name  it.  And 
vehicles  are  available  at  a  Ryder  locatk  m  near  you. 
n  other  words,  the  yellow  truck  you  rent  from  Ryder  will 


deliver  exactly  what  it  promises.  So  you  can  do  the  same. 

Ryder  makes  trucks  appear  when  you  need  them  and 
disappearwhen  you  don't.  It's  nothing  short  of  magic. 


£  RYDER.  THE  RIGHT  MOVE. 


©1986  Ryder  Truck  Rental  Inc 
A  Ryder  System  Company. 


Ijn  HcrrvAUitnum 


Waterford's  J.  Patrick  Hayes 

Too  many  eggs  in  one  basket. 


ford's  output.  This  is  a  nice  market, 
but  lopsided.  "Our  major  corporate 
objective  is  to  grow  outside  the  U.S.," 
says  P.  Redmond  O'Donoghue,  Wa- 
terford's director  of  sales  and  mar- 
keting. "We  have  too  many  eggs  in 
one  basket.  The  U.S.  could  get  a  pro- 
tectionist President,  this  one  or  the 
next  one.  Or  the  U.S.  economy  could 
go  into  a  recession." 

So  far,  the  slumping  U.S.  dollar 
hasn't  damaged  Waterford  too  badly. 
But  that's  only  because  of  astute,  or 
lucky,  maneuvering  by  Anthony  J. 
Brophy,  Waterford's  chief  financial  of- 
ficer. Brophy  sells  his  dollar  receiv- 
ables forward  to  protect  the  company 
against  any  decline  in  the  dollar's  val- 
ue against  the  Irish  pound.  Now  Bro- 


phy's  strategy  is  paying  off  in  spades, 
with  the  Irish  pound  up  30%  vs.  the 
dollar  since  September  1985.  Thanks 
to  hedging,  Waterford's  estimated  $50 
million  of  U.S.  revenues  this  year  will 
show  up  as  48  million  pounds.  With- 
out hedging,  it  would  have  been  about 
37  million  pounds. 

But  next  year  the  hedging  covers 
only  80%  of  Waterford's  dollar  receiv- 
ables, and  even  less  in  1988.  In  short, 
the  company  has  about  15  months  to 
cut  its  heavy  reliance  on  the  U.S. 

That  explains  Waterford's  generous 
bid  for  Wedgwood  Pic,  one  of  Brit- 
ain's largest  chinamakers.  The  S360 
million  offer  values  Wedgwood  at  20 
times  earnings,  well  above  Britain's 
average  price-to-earnings  ratio  of  12. 


And  this  at  a  time  when  Wedgwood 
facing  tough  competition. 

Why  the  premium?  Better  distnbi 
tion.  Wedgwood  is  strong  in  Europ 
and  Japan — two  luxury  marke 
where  Waterford  is  weak.  Japan,  cu 
rently  accounting  for  about  5%  < 
Wedgwood  sales,  is  the  china  con 
pany's  fastest-growing  market.  Wate 
ford,  by  contrast,  has  had  a  terrib 
time  in  Japan.  Five  years  ago  Wate 
ford  tried  to  penetrate  the  Japanes 
market  by  joining  forces  with  Nor 
take,  a  local  glassware  company.  Wj 
terford  ended  up  on  department  stoi 
shelves  alongside  Japan's  domestj 
glassware  companies,  instead  of  ij 
the  prestigious  areas  reserved  for  torn 
items  with  labels  from  Gucci,  Cartie 
and  Rosenthal. 

Who  wants  to  pay  $40  for  a  Watei 
ford  goblet  jumbled  among  the  popu 
lar-pnced  glassware?  The  company' 
sales  in  Japan  today  are  next  to  nil. 

Waterford's  next  assault  on  Japai 
will  be  alongside  Wedgwood,  not  o) 
the  bargain  shelves.  Says  Hayes,  "W 
have  to  be  upmarket  in  price,  upmai 
ket  in  style." 

What  remains  to  be  seen,  howevei 
is  whether  the  Wedgwood  acquis! 
tion — the  central  part  of  Waterford'1 
worldwide  strategy — can  be  made  t< 
work.  Many  previous  diversificatiol 
efforts  have  not,  but,  unlike  witl 
Wedgwood,  those  acquisitions  wer( 
in  unrelated  businesses.  Recently  Wa 
terford  sold  two  of  its  troublesome 
Irish  operations,  Switzer  departmenl 
stores  and  a  string  of  Renault  dealer 
ships.  The  spinoff  left  the  crystall 
maker  with  the  conviction  that  i 
should  never  again  wander  so  fai 
afield.  Brophy  recalls  the  Renaull 
dealerships  as  a  "crown  of  thorns." 

This  summer  Waterford  sold  stocl 
in  the  U.S.,  raising  $40  million  ill 
exchange  for  shares  equal  to  aboui 
10%  of  the  company.  The  stock  issufl 
helped  Waterford  pay  off  its  $60  mili 
lion  of  debt.  The  Wedgwood  deal,  if  il 
goes  through  as  Waterford  expects; 
will  push  Waterford's  debt  back  up  to 
about  $60  million,  for  a  40%  debt-to- 
equity  ratio. 

The  takeover,  which  would  leave 
Wedgwood  holders  with  45%  of  the 
combined  company's  stock,  looks 
good  on  paper.  It  would  sharply  raise 
Waterford's  profile,  with  the  com- 
bined company  becoming  the  world's 
biggest  purveyor  of  high-quality  table- 
ware. Estimated  revenue:  $380  mil- 
lion this  year. 

Says  one  Irish  investment  banker, 
"Waterford  is  leaving  Dublin  behind. 
They're  playing  the  big  game  now." 
So  be  it:  In  business  today,  to  stand 
still  is  to  die.  ■ 


Krupp  engineering  for  excellence 


With  fly  jib  fitted, 
Krupp' s  new  telescopic  road  crane 
reaches  a  height  of  463  ft. 


Not  quite  as 
all  as  Cologne 

cathedral  

but  a  lot  more 
naneuverable. 


l  ie  500  GMT  is  Krupp's 
i  ggest  and  most  powerful 
I  lescopic  crane.  It  can  lift  all 
500  metric  tons.  The  com- 
i  etely  new  vehicle  concept 
l  iars  witness  to  Krupp 
!  dustrietechnik's  innovative 
rength*. 

lagine  lifting  a  heavy  weight 
iith  arms  outstretched,  swinging 
ound  to  one  side  and  laying  it 
)wn  again.  The  ordeal  would 
ve  you  some  idea  of  the  stres- 
s  a  giant  crane  has  to  cope  with. 

ie  500  GMT  can  lift  the  equi- 
ilent  of  400  medium-size  cars. 
;jt  a  champion  cannot  win  by 
rength  alone.  Mobility  is  a 
ust.  And  Krupp's  supercrane 
aves  many  a  rival  standing. 

ie  nine-axle  vehicle  weighing 
at  110  tons  has  a  top  road 
>eed  of  40  mph.  To  strength 


■  more  information  on  Krupp's  activities  in 
idolized  mechanical  engineering  contact, 
jpp  Industries  Inc.,  1370  Washington  Pike, 
dgeville  PA:  15017. 
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lliflEP  IBM 


and  mobility  add  robust  con-  Creative  dialogue  is  our  spring- 

struction  and  you  have  every-  board.  Krupp  engineers  work  in 

thing  you  need  for  handling  close  partnership  with  customers 
loads  safely. 


The  supercrane  testifies  to 


seeking  solutions  to  the  prob- 
lems that  affect  us  all. 


Krupp's  engineering  prowess.  We  provide  the  advanced 

We  make  seawater  desalination  engineering  materials,  facilities 

plants,  complete  car-tire  facto-  and  systems  needed  for 

ries,  power  units  for  high-speed  speedy  and  sustained  economic 

trains,  antennas  for  satellite  TV.  progress. 
And  a  host  of  other  industrial 

facilities.  Krupp.  A  tradition  of  progress. 


<S>  KRUPP 


California  s  passion  for  alternative  energy 
could  well  cost  its  rate  payers  dearly. 


Cogeneration 
gap 


By  James  Cook 


Iast  summer  California's  Pacific 
_  Gas  &  Electric,  the  U.S.'  largest 
I  electric  and  gas  utility,  decided 
to  hang  tough.  It  flatly  rejected  a 
batch  of  alternative  energy  projects 
submitted  to  it  under  the  1978  Public 


Utility  Regulatory  Policies  Act. 

Purpa — to  use  the  law's  acronym — 
was  enacted  at  the  height  of  the  oil 
crisis  to  encourage  the  development 
of  alternative  energy  resources.  The 
law  has  outlived  its  usefulness,  but 
that  has  never  stopped  bureaucrats 
from  implementing  it.  That's  why 


PG&E  took  the  bit  in  its  teeth.  The 
projects  it  rejected  would  have  add 
nearly  1  million  kilowatts  of  elect 
cal  capacity,  and  PG&E  already  h 
enough  capacity  in  prospect  to  carry 
well  into  the  21st  century. 

In  1978,  when  Purpa  was  enacte 
inflation  was  raging  and  oil  pric 
were  high.  New  energy  sources  HI 
solar  and  wind  power,  biomass,  srru 
hydro,  geothcrmal  steam  and  cogen< 
ation  promised  to  provide  power 
cheaply  as  big  new  oil-  and  gas-bur 
ing  power  plants.  The  utilities  wou 
buy  such  new  power  at  their  avoid< 
cost — or  rather,  at  what  the  regul 
tory  commissions  decided  their  cos 
would  have  been  if  they  built 
bought  new  power  on  their  own.  Fro: 
the  start  there  was  trouble  with  tl 
regulators'  arithmetic.  The  regulatoi 
commissions  based  their  projectioii 
on  the  assumption  that  inflatic 
would  continue  and  fuel  costs  go  u 
even  further.  Result:  The  comrai 
sions — the  California  commissio 
more  than  most — wildly  overestima 
ed  what  those  avoided  costs  would  b 

Nevertheless,  in  compliance  wit 


SI 


Pacific  Gas  &  Electric  Chairman  Richard  A.  Clarke 
When  Purpa  power  is  too  much  of  a  good  thing 


iter  of  Possibilities:  JohnE.  Hulse  S™° 


\%l  distance  or  local, 
cfic  Telesis  gets  great 
option  with  the 
3  terCard  BusinessCard. 


ij  c  Telesis  chose  the  new  MasterCard 
frsCard™  because  it  is  consistent  with  the 
£riy's  philosophy . . .  progress,  intelligently 
111.  It's  a  philosophy  Pacific  Telesis  is  bnnging 
fc  many  ways-from  providing  quality  phone 
b  n  California  to  operating  a  paging  company 
kJand.  And,  it's  a  philosophy  that  warrants  the 
tiporate  card  program  possible. 

ft'ther  it's  a  technician  in  California  or  an 
jj'/e  in  New  York,  the  BusinessCard  makes  every 
Ijee's  work  easier.  It's  welcome  in  four  times 
aaces  than  any  other  corporate  card  and  offers 
i:essat  110,000  locations. 

tfeusinessCard  program  enables  Pacific  Telesis 
irol  business  expenses  with  virtually  no 
jfetrative  effort.  It  offers  individual  credit  limits 
ifnitonng  for  each  of  the  12,000  cardholding 
lees  at  Pacific  Telesis. 

fly,  the  BusinessCard  offers  unparalleled 
ty.  The  program  was  tailored  for  Pacific  Telesis 
ank  so  the  company  chose  services  that  were 
r  its  business.  In  addition,  each  card  carries 
ific  Telesis  logo. 

distinctive  silver  BusinessCard  is  an  investment 
ress  for  Pacific  Telesis.  The  program  is  helping 
apany  live  up  to  its  coiporate  philosophy  by 
I  it  in  touch  with  all  the  possibilities. 

)re  information  call  1-800-821-7700.  Ext.  706 


PACIFIC  TELESIS 

Group 

)the  mechanics  bank 


234  5b18  Sia3  HSbl 
MasterCard. 

IZ'98 

Oil  E  HILSE 

KIFK  TEUSIS  €R00P  ~ 


Master 
e  Business  Possibilities 


PACIFIC^  TELESIS 

Group 


the  law,  by  mid- 1986  PG&E  had 
signed  695  contracts  for  some  8.4  mil- 
lion kw  of  alternative  capacity,  over 
20%  of  all  such  capacity  planned  for 
the  U.S.  and  an  amount  equal  to  more 
than  half  of  PG&E's  own  14-million- 
kw  capacity.  "We  paid  a  pretty  hectic 
premium/'  says  PG&E  Chairman 
Richard  A.  Clarke,  "and  the  stuff  is 
coming  on  at  a  time  when  there  is 
plenty  of  energy  available  elsewhere 
at  lower  cost." 

Never  mind,  PG&E  had  to  take  it 
whether  it  needed  the  power  or  not. 
"That  capacity  sits  there  as  a  mill- 
stone around  our  necks,"  says  Clarke, 
"and  we  can't  plan  because  it's  there." 

Clarke  complains  that  PG&E  could 
buy  long-term  power  at  firesale  prices 
from  the  Bonneville  Power  Authority 
but  can't  do  so  because  it's  got  all 
those  Purpa  commitments. 

So  far  1.5  million  kw  of  Purpa  pow- 
er is  actually  available,  costing  $45 
million  more  than  would  power  from 
other  sources.  In  1990,  Clarke  says, 
such  power  will  account  for  20%  of 
PG&E's  needs  and  cost  $1.6  billion 
more  than  would  power  from  other 
sources. 

Who  pays?  The  rate  payers.  More- 
over, the  more  electricity  costs,  the 
less  people  are  likely  to  use,  and  the 
more  it  is  likely  to  cost.  Catch  22. 

And  here's  the  irony:  As  much  as 
two-thirds  of  PG&E's  Purpa  capacity 
is  coming  not  from  windmills,  solar 
collectors,  biomass  and  the  like  but 
from  PG&E's  own  industrial  custom- 
ers— oil,  paper  and  chemical  produc- 
ers like  Dow,  Crown  Zellerbach  and 
Union  Oil,  which  use  process  heat  as 
part  of  their  own  operations  and  now 
harness  it  to  generate  electric  power 
as  well.  Out  of  PG&E's  100  largest 
industrial  customers,  40  have  decided 
to  go  into  cogeneration. 

Last  year,  Clarke  figures,  cogenera- 
tion cost  PG&E  $140  million  in  lost 
revenue,  and  the  amount  is  likely  to 
grow  as  more  new  capacity  comes  on. 
Indeed,  PG&E's  first-half  industrial 
kwh  sales  were  down  6.6%,  in  part 
because  its  customers  had  gone  into 
the  power  business  for  themselves. 
"Our  very  large  customers,"  Clarke 
explains,  "can  generate  power  for  4.5 
to  5.5  cents  a  kwh,  and  our  major 
industrial  rate  is  6.2.  So  they  really 
have  an  incentive" — especially  when 
they're  averaging  7.6  cents  a  kwh  sell- 
ing to  PG&E.  Nice  situation:  PG&E 
subsidizing  its  own  competitors. 

Clarke  has  begun  to  strike  back  by 
cutting  prices  sharply  to  keep  the  in- 
dustrial business — and  financing  the 
cuts  with  savings  from  lower  interest 
rates.  Since  May,  for  instance,  he  has 
refinanced  some  of  PG&E's  high-cost 


debt  and  used  the  savings  to  cut 
PG&E's  industrial  rates  25%.  He's  be- 
gun offering  reduced  rates  for  off-peak 
and  around-the-clock  service.  And,  if 
the  PUC  would  let  him,  he  would  like 
to  sell  industrial  power  at  something 
above  PG&E's  out-of-pocket  costs  of 
3  cents  per  kwh  to  customers  who 
might  otherwise  cogeneratc. 

But  if  competition  means  lower 
rates  in  the  industrial  market,  it  could 
well  mean  higher  rates  in  the  captive 
and  still  closely  regulated  residential 
and  small  commercial  markets.  In  the 
past  PG&E's  industrial  rates  subsi- 
dized its  residential  rates. 

Clarke  would  like  to  bring  some  of 
the  same  market-oriented  spirit  to  re- 
covering the  $5.8  billion  cost  of  its 
Diablo  Canyon  nuclear  power  plant, 
which  went  into  full  operation  in 
March.  Clarke  would  like  to  price  Di- 
ablo power  not  on  cost,  as  it  does 
under  conventional  ratemaking  pro- 
cedures, but  on  the  market  value  of 
the  electricity  generated.  "The  intent 
is  to  put  the  risk  of  operating  the  plant 
on  the  owner,"  Clarke  says,  "and  tie 
the  amount  of  revenue  to  the  perfor- 
mance of  the  plant."  Diablo  is  operat- 
ing so  efficiently  that  Clarke  consid- 
ers the  risks  minimal,  but  the  PUC  is 
unlikely  to  go  along. 

How  much  of  Diablo's  cost  PG&E 
will  recover  under  the  conventional 
ratemaking  procedures  is  anyone's 
guess.  Though  the  PUC  allowed 
PG&E  to  recover  97%  of  the  costs  of 
its  new  $738  million  Helms  pumped- 
storage  project,  it  was  permitted  to 
recover  only  56%  of  the  $84  million 
investment  in  the  Humboldt  Bay  nu- 
clear power  plant,  now  retired.  Until 
the  PUC  settles  the  issue,  Clarke  is 
booking  earnings  from  Diablo,  though 
they  may  never  wholly  materialize  as 
cash.  Luckily,  PG&E  is  so  big  it  can 
absorb  even  a  plant  as  big  as  Diablo 
with  relative  ease.  For  PG&E,  a  $5.8 
billion  nuclear  plant  means  a  mere 
13%  increase  in  rates. 

Overall,  however,  PG&E  is  relative- 
ly well  off.  Its  earnings  haven't  grown 
much  in  the  past  two  years,  and  won't 
this  year,  either.  PG&E  has  been  earn- 
ing the  maximum  return  allowed  on 
its  investment  (now  14.6%),  and  with 
his  market-driven  strategy  Clarke 
clearly  intends  to  keep  on  doing  so. 
Not  for  PG&E  is  the  diversification 
that  entrances  most  of  the  utility  in- 
dustry these  days.  "Frankly,"  Clarke 
says,  "we  cannot  earn  14.6%  on  many 
other  ventures  we  can  find.  We're 
probably  leading  the  industry  in  pric- 
ing and  marketing  our  industrial  busi- 
ness, in  addressing  the  competitive 
challenge  that  faces  everyone  in  the 
industry  these  days."  ■ 


Long  before  windmills 
began  sprouting  along  the 
crest  of  the  California  hills 
(right),  PG&E  pioneered  in 
developing  nonconventional 
energy  resources  north  of 
San  Francisco  with  its  huge 
Geysers  geothermal  pro- 
ject (above).  But  wind  power  I 
falls  under  the  Public  Utili- 
ties Regulatory  Policies  Act,  I 
and  the  Geysers  does  not. 
So,  under  Purpa  regulations! 
PG&E  is  sometimes  forced 
to  back  out  Geysers  power  at 
around  5.8  cents  per  kwh  in 
favor  of  wind  power  at  as 
much  as  11  cents. 


Downsized  and  More  Affordable  Technology  Allows  Small 
Business  to  Compete  Head-on  with  the  Big  Guys 


Despite  its  antiquity,  the  biblical  story  of  David  and  Goliath  could  well  be  a 
fable  for  an  electronic  age.  David,  small  as  he  was,  slew  the  giant  Goliath  using 
the  "high  technology"  of  the  day,  a  slingshot.  He  later  became  king  of  the 
Hebrews,  and  was  revered  as  a  wise  man  throughout  the  ages. 


NEC'S  PIN  WRITER  P5XL  HAS  MADE  BLACK 

A  PRIMARY  COLOR. 

•lur  Pinwriter  P5XL  printer  has  changed  forever  the  way  people  look  at  dot  matrix  printing. 

It's  the  first  24-pin  dot  matrix  printer  to  use  a  letter-quality  multistrike  film  ribbon — the  same 
:obon  used  in  typewriters  and  letter-quality  printers,  such  as  our  Spinwriter  So  for  the  first  time 
(i  computer  history  there  is  a  printer  that  honestly  does  everything.  A  printer  that  produces 
^&&W*mMmmmam*     important  letters  and  documents  with  crisp,  black,  true  letter-quality 
'**n^     printing.  But  with  all  the  speed  and  graphics  capability  dot 
Dear  Mr.  Black:    |     ^\    matrix  printers  are  known  for. 

l::wwjmm«w,m,   -        J  Fast,  black  letter-quality  printing  will  be  the  primary 

Actual  line  printed  reason  many  people  will  buy  a  P5XL  printer.  But  there  are 

g^^^g^     plenty  of  other  good  reasons.  In  fact,  it's  the  most  versatile  printer 
^^SsomSSiiif^         ever  created  for  personal  computers. 
It  can  use  an  optional  ribbon  to  print  seven  other  colors  plus  black.  And  it  has  the  best  graphics 
isolution  of  any  impact  printer  you  can  buy  due  in  part  to  our  advanced  24-pin  printhead.  Plus  it 
an  print  more  type  faces  automatically  than  any  other  dot  matrix  printer.  And  it's  quiet  and  fast. 

You  can  also  expect  a  P5XL  printer  to  turn  out  millions  of  characters  before  it  will  need 
srvice  because  it  has  the  highest  reliability  rating  in  the  industry  And  there's  a  nationwide  network 
!f  NEC  Customer  Service  Centers  to  take  care  of  maintenance. 

Now,  while  the  Pinwriter  P5XL  performs  a  little  black  magic,  you  won't  have  to  go  in  the 
id  to  buy  it. 

The  Pinwriter  P5XL  is  the  latest  addition  to  the  most  advanced  and  extensive  family  of  24-pin 
rinters  available.  See  it  at  your  dealer  or  for  an  information  package  that  includes 

actual  print  samples,  call  1-800-343-4418  (in  MA  617-264-8635). 

  Or  write:  NEC  Information  Systems,  Dept.  1610, 

HKHHH|  1414  Massachusetts  Ave.,  Boxborough,  MA  01719 

NEC  PRINTERS.  THEY  ONLY  STOP 
WHEN  YOU  WANT  THEM  TO. 
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OFFICE  EQUIPMENT  TECHNOLOGY 


r  LJ  uj'lj       l.  Uj  u 


In  today's  battles,  slingshots  and 
rocks  have  been  replaced  by  more  "civi- 
lized" weapons  such  as  personal  com- 
puters and  floppy  disks,  but  the  concept  is 
the  same.  Technology  can  often  help  a 
small  business  work  smarter  instead  of 
harder,  making  up  in  brains  what  it 
might  lack  in  brawn. 

The  microelectronics  revolution, 
spawned  by  the  introduction  of  the  per- 
sonal computer  in  the  late  1970s,  has 
changed  the  way  America  does  business. 
It  is  also  radically  changing  the  charac- 
ter of  small  business,  allowing  entrepre- 
neurs to  pioneer  in  new  areas  as  well  as 
to  challenge  bigger  competitors  for  a  larger 
share  of  market. 

The  new  technology  was  at  one  time 
the  preserve  of  only  large  corporations, 
who  could  afford  large  staffs  to  operate 
and  maintain  it.  Today,  small  businesses 
have  a  range  of  affordable  information 
solutions  that  allow  them  to  sell  and  serve 
their  customers  as  well  as  companies  of 
any  size. 

The  new  technology  benefits  small 
businesses  in  a  variety  of  ways.  On  the 
one  hand,  it  offers  greater  flexibility  for 
small  businesses  in  managing  projects, 
meeting  deadlines  and  making  better 
presentations  of  their  companies  and 
products.  Alternatively,  technology  can 
also  provide  small  businesses  with  great- 
er control,  where  such  issues  as  holding 
down  costs  and  managing  inventory  can 


make  the  difference  between  success 
and  failure. 

The  Yankee  Group  classifies  small 
business  information  technology  produ 
and  services  into  three  areas:  1)  Com- 
munications Systems  and  Services,  in 
eluding  key  telephone  systems  and 
small  private  branch  exchanges,  local  a 
long-distance  communications  service) 
and  such  voice  messaging  systems  as  a 
swering  machines  or  voice  mail;  2)  Con 
puting  Systems,  including  personal  cor 
puters  and  productivity  software;  and  3 
Imaging  Systems,  including  copiers,  fad 
simile  machines,  printers  and  electrons 
typewriters. 

COMMUNICATIONS:  Telephone 
Company  Breakup  Fosters  New 
Products,  Services  and  Pricing 

Communications  is  the  lifeblood  of 
many  small  companies,  since  new 
business  often  comes  by  way  of  the  tele 
phone.  At  the  start  of  1984,  the  Bell  Teli 
phone  System  was  dismantled  and  mos 
small  businesses  no  longer  dealt  with  or 
company  for  equipment  and  local  and 
long-distance  services.  Although  obtain 
ing  telephone  equipment  and  service  in 
slightly  more  complicated  than  in  the  pas 
the  options  available  have  increased 
dramatically,  while  the  associated  costsi 
often  have  dropped. 
Small  businesses  have  had  the  option 


Leading  Luxury  Car  Dealer  Drives  Business  Faster  with  Fax 


Problem:  Trans  America  Leasing  of 
Houston,  Tex.  is  one  of  the  nation's 
leading  brokers  of  new  and  used  lux- 
ury automobiles.  When  the  carriage 
trade  wants  to  spend  around 
$70,000  for  a  new  set  of  wheels,  Roger 
Montgomery  of  Trans  America  Leas- 
ing can  find  the  car  of  his  customer's 
dreams  in  a  matter  of  hours.  But  that 
doesn't  mean  that  Trans  America  will 
get  the  order  since  competition 
among  brokers  in  the  luxury  and  clas- 
sic car  market  is  extremely  intense. 

To  keep  prospects'  attention, 
Trans  America  salespersons  once 
made  a  flurry  of  domestic  or  overseas 
phone  calls  to  get  precise  specifica- 
tions or  invoice  details  from  a  seller  or 
broker.  Information  in  hand,  the  sales- 
person could  then  call  the  prospect 
back  several  minutes  later.  Since  cus- 
tomers are  often  looking  for  exact 
models  or  features,  salespeople  would 
often  fly  or  drive  to  the  vehicle's  loca- 


tion to  make  certain  it  met  the  require- 
ments, further  delaying  the  process. 

Solution:  Today,  visiting  the  vehicle 
and  taking  specifications  over  the  tele- 
phone have  all  but  ended.  Trans 
America  salespeople  now  use  a  Pitney 
Bowes  8150  facsimile  system  to  get 
written  copies  of  specifications  and  in- 
voices from  a  seller  in  less  than  a 
minute-often  while  they  are  still  talking 
to  the  customer  on  the  phone.  Sales- 
people are  able  to  get  enough  written 
detail,  as  well  as  a  "picture"  of  the 
automobile,  so  that  70%  of  their  travel- 
ing has  been  eliminated. 

"With  the  facsimile,  we  can  now 
provide  the  prospect  with  precise  de- 
tails on  a  car's  availability  before  the 
first  telephone  inquiry  is  completed," 
Montgomery  says.  Trans  America 
can  now  broker  cars  from  California  to 
Connecticut  without  ever  seeing  the 
vehicle  firsthand. 


Resolution:  The  Pitney  Bowes  facsimi- 
le system  has  become  even  more  inte- 
gral to  Trans  America's  business.  It  is 
now  the  company's  major  way  of  pro- 
viding banking  and  lending  institu- 
tions with  credit  application  data  and 
contract  information,  speeding  car 
loan  approvals  and  sales.  In  addition, 
salespeople  use  the  facsimile  sys- 
tem's copying  capability  to  give  cus- 
tomers additional  hard  copies  of  ve- 
hicle information  and  contracts. 

Since  the  Pitney  Bowes  8150  was 
installed  earlier  this  year,  Trans  Ameri- 
ca has  capitalized  on  its  speed  to  sell 
at  least  275  cars.  The  company  also 
liked  the  fact  that  its  system  is  com- 
patible with  virtually  every  other  brand 
and  model  of  facsimile  in  use. 

With  more  brokers  purchasing 
facsimile  systems  all  the  time,  Trans 
America  found  the  speed  of  Pitney 
Bowes  8150  to  be  just  the  ticket. 


vVhen  choosing  a  copier,  it's  easy  to  find 
arself  zeroed  in  on  a  particular  brand  without 
Illy  knowing  why.  Now,  you  could  give  in  to  this 
Election.  Or  you  can  expand  your  thinking  to 
lude  the  name  Ricoh. 

Comparison  will  quickly  reveal  that  our  copiers 
I  incredibly  friendly.  With  features  that  make  your 
>rk  easier  and  your  office  more  efficient,  and 
lybe  even  get  you  home  on  time. 
And  friendly  also  describes  Ricoh  facsimiles, 
tiich  is  why  these  days,  with  so  many  brands  of 
piers  and  facsimiles  to  choose  from,  it  makes 
ise  to  shop  around.  And 
len  you  do,  we  hope  you'll  \  \  \  \ 
nsider  Ricoh.  -  FX230 

We're  easy  to  find.  A\ 
st  head  straight  for 
e  light  at  the  end 
the  tunnel. 


(Telephone 
not  included 


im® 


run 

JL 


RICOH  COMPANY,  LTD.  15-5.  Minami-Aoyama  t-chome.  Minato-ku,  Tokyo  107,  Japan 


Iarge  or  small. 
j  Whether  you're  in 
banking  or  bicycles.  No  mat- 
ter what  size  your  business 
or  budget. 

Now,  almost  any  business 
can  afford  to  put  our  interstate 
AT&T  800  Service  to  work. 

That's  because  now  you 
can  order  one  800  line  (where 
before,  you'd  have  to  order  at 
least  two). 

And  the  minimum 
average  time  requirement  has 
been  lowered  from  60  seconds 
to  30  seconds.  So  you  don't 
have  to  pay  for  60  seconds 
when  you  talk  for  only 
30  seconds. 

But  the  low  price  of  our 
AT&T  800  Service  isn't  the 
only  way  it'll  boost  your 
bottom  line. 

With  AT&T  800 
Service,  your  business 
can  get  a  free  listing  in 
the  AT&T  800  Directory. 

So  your  AT&T  800 
Service  number 
becomes  your  new 
business  address. 

Put  that  number  in 
all  your  advertising, 
on  your  letterhead, 
business  cards. 


And  watch  what  it  does 
for  your  business. 

Because,  with  AT&T  800 
Service,  your  customers 
outside  your  state  will  have  a 
toll  free  number  to  call  any 
time  they  need  to  get  in  touch 
with  you. 

So  they  can  place  orders 
on  the  spot.  Get  buying  infor- 
mation immediately. 

Ask  questions  and  get 
answers.  Or  even  share 
their  opinions  with  you  on 
your  products. 


It  all  adds  up  to  better 
customer  relations.  And 
in  the  long  run,  increased 
sales  and  expanded  marke 
coverage. 

What's  more,  as  your 
business  needs  grow,  we'll 
keep  pace  with  them.  With 
AT&T  Advanced  800  Servi 
features.  To  give  you  furthe 
control  of  your  call  load. 

We  can  even  expand  youi 
free  territory  to  Bermi 
Canada,  France,  the  United , 
Kingdom  and  the  Netherlar 
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additional  fee. 
)r  we  can  offer  you  our 
800  Service  for  calls 
within  most  states, 
n  short,  we'll  customize 
800  Service  to  fit 
business  needs 
)ne  example: 
alized 
le  Compo- 
,  a  wholesale 
butor  of  high 
rmance,  all- 
n  bicycles. 


They  chose  to  put  their  AT&T 
800  Service  number  in  their 
catalog  and  advertising.  Giving 
them  access  to  the  entire  U.S.  toll 
free  territory,  including  Alaska, 
Hawaii,  Puerto  Rico  and 
the  U.S.  Virgin  Islands, 
he  results: 
within  a  period 
of  ten  years,  we 
helped  Special- 
ized Bicycle 
Components 
grow  from  a 
one-man 


operation  to  a  business  that 
today  supports  67  employees. 
With  their  annual  growth  aver- 
aging 40%.  AT&T  800  Service. 
Each  one  of  the  calls  it  brings 
in  brings  a  potential  prospect 
or  buyer  you  might  not  have 
reached  before. 
And  you  can't  put  a  price 
x\on  that. 

Which  is  one  more 
reason  why  AT&T  is  the  right 
choice  for  your  business. 

Talk  with  your 
account  executive  at 
AT&T  Communications. 


CpEOALIZED 

Bicycle 
Components 


^AAAAAAAAAAAAiVAAAAAAAAAAAAA 

Or  one  of  our  sales 
specialists  at 
1 800  222-0400. 


AT&T 

The  right  choice. 


PITNEY  BOWES  FAX  LETS  YOU  SEE 
WHAT  YOU  THOUGHT  YOU  HEARD. 


1 

9 

i  ' 

"MILK?  I  said,  corner  the  market  on  SILK!  ! 


il  » 


Mistakes  in  communication  ore  made.  And  are  costly! 
But,  you  can  put  mistakes  out  to  pasture.  With  a  facsimile 
machine.  Using  fax  means  exact  replicas  of  letters... hand 
written  notes... documents... and  graphics... can  be  sent 
'round  the  corner  or  'round  the  world.  Sent  day  or  night, 
with  the  touch  of  a  button.  And  received  in 
seconds.  Exactly  as  sent! 

Make  no  mistake.  You  need  a  facsimile. 
And  make  no  mistake  when  you  choose 
one.  Get  the  best  fax  around,  straight 
from  the  industry  leader,  Pitney  Dowes... 
the  one  who  installed  more  new  machines 


•Source:  international  Resource 
Development  Corporation  1985. 


in  '85  than  any  other  facsimile  company*  And  get  servio 
you're  sure  is  fast  and  reliable  from  4,000  customer  servk 
personnel  in  700  locations.  Get  the  Pitney  Dowes  fox... 
and,  wherever  you  work,  the  grass  will  be  greener. 
For  more  specific  facts  on  how  a  Pitney  Dowes  fox 

can  benefit  your  company,  including  informed' 
on  affordable  leasing  plans,  call 

~  |      1  - 800 -  MR.  BOWES,  Ext.  32 

Or  write  to  Pitney  Dowes  Facsimile, 
Stamford,  CT  06926-0700. 

WE'RE  FIRST  IN  FAJ 


=p  Pitney  Bowes 
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of  owning  their  own  telephones  or  tele- 
phone systems  for  many  years,  but  own- 
ership over  leasing  has  been  only  a  recent 
trend.  According  to  Yankee  Group  sur- 
vey research,  two-thirds  of  all  small  busi- 
nesses now  own  their  telephone  sys- 
tems, with  most  of  those  companies  hav- 
ing purchased  them  within  the  last  three 
to  four  years. 

Telephone  systems  for  small  busi- 
nesses are  produced  by  a  variety  of  manu- 
facturers, and  can  be  purchased 
through  the  companies'  local  offices  or 


independent  contractors,  or  even  in 
such  retail  locations  as  Sears  Business 
System  Center.  AT&T  offers  the  Merlin 
series,  which  ranges  from  6  to  70  tele- 
phones, while  other  popular  brands  in- 
clude Toshiba,  NEC,  Isoetecand  Pana- 
sonic. Some  of  the  most  popular  fea- 
tures include  intercom  capability, 
conferencing  and  speed  dialing. 

Calls  that  are  missed  can  often  mean 
lost  business  to  a  small  company,  and 
several  technologies  are  available  to 
help  a  small  business  handle  callers  who 


ComputerLand  San  Francisco  Uses  NEC's  Pinwriter  P7  to  Meet  Office  Demands 


Problem:  ComputerLand  San  Francis- 
co, comprising  five  retail  stores,  an  out- 
side sales  force,  a  training  center  and 
a  service  center,  caters  to  the  computer 
needs  of  Bay  Area  businesses.  The 
printing  demands  of  its  executive  of- 
fice, which  supports  the  company's 
100  employees,  are  extremely  varied, 
ranging  from  interoffice  memos  to 
business  proposals  for  Fortune  500 
companies.  Printing  multiple-part 
forms  for  invoicing,  accounting  spread- 
sheets, letter-quality  correspon- 
dence and  proposals  with  different 
typefaces  are  everyday  responsibil- 
ities of  the  administrative  staff.  "Our 
work  load  was  tremendous,  and  pro- 
ductivity was  less  than  optimum  be- 


cause we  had  to  use  a  dot-matrix 
printer  for  high-speed  demands  and  a 
letter-quality  printer  for  business  cor- 
respondence," says  Michael  Ross, 
marketing  manager. 

Solution:  NEC  Information  Systems' 
Pinwriter  Model  P7  dot-matrix  printer 
answered  all  of  ComputerLand's 
needs  with  a  combination  of  superior 
quality  and  speed.  The  Pinwriter  P7 
model  is  a  24-wire  dot-matrix  printer 
that  is  a  market  leader  in  price  and 
performance.  "Speed,  high  resolution 
and  reliability  are  the  standards  by 
which  we  measure  good  printers, 
whether  we're  buying  or  selling," 
says  Chuck  Orr,  executive  vice  presi- 


dent of  ComputerLand  San  Francis- 
co. "NEC's  Pinwriter  P7  met  all  of 
our  demands  at  a  very  competitive 
price." 

Resolution:  Both  the  outside  sales 
force  at  Computerland  and  the  execu- 
tive office  staff  attest  to  the  flexibility 
and  streamlined  operations  afforded 
by  using  NEC  Pinwriter  P7s.  "Em- 
ployees need  to  be  trained  to  use  only 
one  printer.  Time  is  saved,  valuable 
office  space  is  retained  and  costs  have 
been  cut  because  we  maintain  less 
capital  equipment."  As  ComputerLand 
sees  it,  NEC  printers  help  serve  cus- 
tomers better  while  expanding  its  client 
base. 


Adler-Royal's  Full  Line  of  Products  Speaks  to  the  Needs  of  Small  Business 


The  Yankee  Group  interviews  Mr.  James 
Lee,  senior  vice  president  sales,  Adler-Royal 

Question:  How  does  Adler-Royal  ad- 
dress the  office  equipment  needs  of 
small  business? 

Answer:  Adler-Royal  markets  a  full 
line  of  office  automation  equipment 
specifically  designed  to  meet  the 
needs  of  small  businesses.  In  the  type- 
writer area,  we  have  just  introduced 
several  state-of-the-art,  upgradable 
models,  while  we  continue  to  en- 
hance our  very  affordable  midsized 
units.  Adler-Royal  markets  a  com- 
plete selection  of  copiers  for  small 
businesses,  ranging  from  an  1 1 
copy-per-minute  copier,  to  a  50  copy- 
per-minute  system.  Additionally,  our 
company  has  an  extensive  line  of 
calculators,  and  Adler-Royal  has 
just  announced  our  entrance  into 
the  fast-growing  market  for  facsimile 
machines. 

Q:  Service  and  support  are  big  issues 


with  small  businesses;  how  does  Adler- 
Royal  ensure  that  customers  are 
happy  after  the  sale? 
A:  For  over  two  decades,  Adler-Royal 
has  marketed  its  products  through  a 
specialized  network  of  dealers. 
These  dealers  understand  the  nature 
of  small  business,  as  most  of  them 
are  small  businesses  themselves.  In 
addition,  each  of  these  dealers  has 
been  trained  by  Adler-Royal  in  servic- 
ing and  supporting  our  equipment  in 
a  small-business  environment.  Many 


of  our  competitors  are  just  beginning 
to  understand  what  we've  known  for  20 
years  --  small  businesses  want  to 
purchase  from  an  independent  dealer 
who  understands  their  needs. 
Q:  Many  small  companies  are  con- 
cerned with  product  obsolescence; 
how  can  a  growing  business  be  cer- 
tain that  what  they  buy  now  still  will  be 
useful  down  the  road? 
A:  Product  obsolescence  is  a  con- 
cern of  most  businesses,  especially  in 
the  technology  area.  At  Adler-Royal 
we  are  well  aware  of  these  concerns, 
and  we  strive  to  build  products  that 
can  grow  with  our  customers.  For  ex- 
ample, we  have  just  introduced  the 
Adler-Royal  800  and  500  Custom  Se- 
ries of  typewriters.  These  typewriters 
can  be  customized  for  the  individual 
buyer,  and  when  necessary,  they 
can  be  upgraded  right  in  the  custom- 
er's office.  With  this  type  of  design, 
customers  can  never  be  undersold  or 
oversold  on  Adler-Royal  products. 


Don't 


say,  "Show  me  another." 
Say,  "Give  me 
a  BROTHER? 


•  Impact  dot 
matrix 
printers 


Daisy  wheel  printers 


Daisy  wheel, 
dot  matrix 
printer 


Since  the  very  first  printer 
came  out  some  fifteen  years 
ago,  Brother  has  always  been 
well-ahead  in  the  manufacture  of 
extremely  reliable,  high-quality  printers. 
The  incredible  lineup  of  Brother  printers  means  we 
have  a  printer  which  will  more  than  fit  your 
requirements.  If  you  need  to  send  out  "true 
letter-quality"  letters,  you  can  choose  from  the 
Brother  cassette  daisy  wheel  printers  with  their 
beautiful  iypefaces,  or  our  thermal  transfer  printers 
which  ensure  neat,  professional  documentation 
every  time.  If,  on  the  other  hand,  you  have  to  print 
hundreds  of  memos  and  letters  everyday,  then  we 
can  offer  you  our  high-speed  dot  matrix  printers. 
And  if  you  need  both  "true  letter-quality"  and 


*  Thermal  transfer 
printers 

super  high-speed,  then 
you  can't  go  wrong  with 
the  Brother  Twmnter  5,  the 
world's  first  daisy  wheel /dot  matrix 
printer  that  gives 
you  an  outstanding  140 
characters-per-second  print- 
out in  the  dot  matrix  mode. 
But  the  story  doesn't  just  end 
here.  Not  only  does  the  beautifully-designed  Brother 
printer  soon  become  the  centerpiece  of  any  working 
environment,  but  maximum  versatility  means  that 
many  models  offer  you  options  such  as  easy-to-use 
tractor  feeders  and  cut  sheet  feeders. 
In  fact,  there  is  absolutely  nothing  that  our  incredibly 
wide  range  of  printers  cannot  offer! 


V) 


We  put  our  reputation  on  paper 

brother 


brother  printers  BROTHER  INDUSTRIES,  LTD.  Nagoya.  Japan 


For  more  information. 

TOLL-FREE  (800)  526-3537 

and  in  New  Jersey:  (800)  592-6064 

BROTHER  INTERNATIONAL  CORPORATION 

8  Corporate  Place.  Piscataway,  New  Jersey  08854 


THE  REASON  WE  MAKE  MORE 
REUABLE  COPIERS  IS  THAT 
VE  DONT  RELY  ON  TELEVISIONS. 


/ 


While  the  competition  is  busy 
focusing  its  attention  on  TVs,  or  cam- 
eras, or  bicycles,  at  Mita,  we're  busy 
making  more  reliable  copiers. 

According  to  a  survey  by 
Data  pro,  Mita  owners  reported 
their  copiers  required  service  less 
often  than  owners  of  almost  all 
other  major  brands  of  copiers,  in- 
cluding Canon,  Sharp  and  Xerox. 

What's  more,  an  independent 
dealer  survey  ranked  our  entire 
product  line  higher  in  reliability 
than  five  of  our  major  competitors. 

On  top  of  all  that,  Hanson's 
Guidelines,  a  consumer  guide  to 
office  products,  rated  more  of  our 
copiers  "Best  Buys"  than  those  of 
any  other  copier  manufacturer. 

All  of  which  probably  explains 
why  Mita  has  become  the  fastest- 
growing  copier  company  in  the 
U.S.*  and  the  fourth-largest  copier 
company  in  the  world. 

So  instead  of  calling  your 
present  copier  unreliable,  call  us  at 
1-800-ABC-MITA.  We'll  show  you 
the  benefits  of  channeling  all  our 
energies  into  one  place, 
i  1 

For  more  information  call  1  800-ABC  MITA  or  write 
Mita  Copystar  America.  Inc. 

Post  Office  Box  599.  West  Paterson.  New  Jersey  07424 
Name 

Company  Title 


Address 


City 


Zip 


mita 
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ALL  WE  MAKE  ARE 
GREAT  COPIERS. 
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cannot  be  attended  to  immediately.  An- 
swering machines  can  be  used  to.handle 
after-hours  calls,  or  when  the  office  is 
shorthanded,  while  many  machines  also 
come  equipped  with  dictation  capabili- 
ty. Leading  brands  in  this  category  include 
Phone- Mate,  Code-A-Phone  and  Re- 
cord-A-Call.  Larger  small  businesses  may 
consider  a  voice  mail  system,  which  can 
provide  messagingcapability  for  dozens  or 
even  hundreds  of  workers. 

Telephone  services  also  can  be  espe- 
cially useful  for  small  businesses  seekinga 
competitive  edge.  Such  long-distance 
services  as  800  Service  from  AT&T  offer 
toll-free  calling  for  customers.  This  al- 
lows a  small  business  to  have  a  "national" 
presence  while  serving  clients  through  a 
single  office. 

The  options  in  small  business  com- 
munications are  many,  but  the  right 
choices  can  help  to  do  more  business, 
control  costs  and  increase  productivity. 

Personal  Computers  Mean 
Big  Power  for  Small  Companies 

Personal  computers  are  used  by 
roughly  half  of  all  small  businesses, 


and  according  to  Yankee  Group  re- 
search, they  are  the  technology  produc 
that  small  businesses  most  intend  to 
purchase. 

Even  though  personal  computers  can 
greatly  aid  in  such  small  business  tasks 
accounting,  forecasting,  word  process- 
ing and  inventory  management,  many 
small  companies  are  still  confused 
about  them.  Several  computer  brands  ai 
in  the  marketplace,  some  of  which  do 
not  easily  allow  the  exchange  of  informa 
tion  among  them.  In  purchasing  a  corrn 
puter  system,  make  certain  it  can  run  tH 
software  packages  the  business  needs 

Although  Apple  Computer  invented 
the  product  category,  and  makes  a  systei 
like  the  Macintosh  that  is  very  easy  to 
use,  IBM  remains  the  leader  with  the  larj 
est  market  share  and  installed  base. 
Many  companies,  such  as  COMPAQ 
AT&T,  Leading  Edge  and  Epson,  pro 
duce  computers  that  are  "IBM  compat- 
ible," meaning  they  can  run  software 
programs  written  for  the  IBM  PC  without 
modification.  Although  many  of  these 
so-called  "clone"  systems  are  cheaper 
than  IBM,  their  manufacturers  do  not 
necessarily  offer  the  same  amount  or  typ 


NEC  APC  IV  Offers  Eli  Attia  Architects  Graphics  Speed,  Accuracy  and  Flexibility 


Eli  Attia  Architects,  a  New  York  City- 
based  firm  employing  24  people,  has 
been  a  fan  of  NEC  Information  Sys- 
tems' personal  computer  products  for 
several  years.  Three  years  ago,  when 
the  firm  wanted  to  enhance  the  speed 
and  accuracy  of  the  design  and  draft- 
ing process,  it  turned  to  the  NEC  APC® 
Advanced  Personal  Computer.  Ac- 
cording to  Michael  Zenreich,  an  archi- 
tect on  staff  and  the  primary  supervi- 
sor of  office  hardware  purchases  and 
software  programming,  "We  saw 
computers  as  the  way  of  the  future.  We 
wanted  to  get  in  on  the  ground  floor 
and,  most  importantly,  we  sought  to 
become  literate  in  computer-aided 
design  and  drafting  (CADD)."  Says 
Zenreich.  "Our  tirm  primarily  de- 
signs large  buildings,  which  are  essen- 
tially repetitive,  fin  that)  each  floor  is 
similar  with  small  modifications."  The 
computer  facilitates  duplicating  the 
plans  for  each  floor  in  an  exact  and 
speedy  fashion,  saving  hours  of  time. 
"Computers  and  design  are  very 
complementary,"  savs  Zenreich. 

When  Eli  Attia  Architects  first  start- 
ed using  the  NEC  APC  for  graphics, 
they  were  one  of  the  "pioneer"  archi- 


Eli  Attia  architect  at  work  on  the  Advanced  Per- 
sonal Computer  IV  (APC  IV),  from  NEC  Information 
Systems,  Inc.,  Boxborough,  Massachusetts. 

tectural  firms  using  personal  comput- 
ers. The  firm  chose  the  NEC  APC  IV® 
because  it  was  designed  with  high-per- 
formance graphics  applications  in 
mind.  The  NEC  APC  IV  is  "extremely 
powerful,  supporting  40  megabytes 
of  disk  storage  and  offering  a  large  ran- 
dom access  memory  (RAM),"  says 
Zenreich.  The  NEC  APC  IV  also  incor- 
porates fast  processing  speed  and 
fast  disk  accessing  time,  both  of  which 
are  required  for  CADD.  "Speed  is  the 
only  thing  that  matters  in  graphics," 
adds  Zenreich.  Finally,  on  top  of  its 
impressive  speed,  accuracy  and 


flexibility,  NEC  APC  IV's  price  and 
reliability  ultimately  sold  Eli  Attia 
Architects. 

The  APC  IV  Advanced  Personal 
Computer,  from  NEC  Information  Sys- 
tems, Inc.  (NECIS),  is  a  powerful, 
high-end  personal  computer  for  expe- 
rienced, knowledgeable  computer 
users  like  Eli  Attia  Architects'  Michael 
Zenreich.  First  introduced  in  April 
1986,  the  APC  IV  is  fully  compatible 
with  the  IBM  PC  AT.  The  speed  and 
power  of  the  machine  together  with  its 
superior  Multisync®  color  monitor, 
make  it  an  ideal  personal  computer  for 
CAD/CAM,  engineering,  telecom- 
munications and  data/numerical  pro- 
cessing applications. 

According  to  NECIS'  vice  presi- 
dent of  systems  marketing,  Frank  Gi- 
rard,  "The  APC  IV  underscores 
NEC's  commitment  to  the  U.S.  market 
in  that  it  is  the  first  personal  comput- 
er product  NEC  designed  and  manu- 
factured specifically  for  the  sophisti- 
cated U.S.  computer  user."  NECIS  dis- 
tributes the  APC  IV  through  a 
network  of  high-profile  computer  deal- 
ers who  cater  to  technically  proficient 
audiences  such  as  Eli  Attia  Architects. 


WE  DO  IT  ALL 


Innovation  is  nothing  new  to  Adler- Royal.  For  over  80  years  we  have  enjoyed 
the  reputation  for  building  the  world's  finest  typewriters. 

All  Adler  and  Royal  electronic  typewriters  are  interfaceable  to  our  Textriter 
word  processors.  And  the  same  superb  craftsmanship,  quality  control  and 
automated  functions  that  have  made  our  innovative  typewriters  industry  leaders, 
are  also  important  elements  of  our  other  off  ice  machines. 

For  example,  we  have  a  complete  line  of  dependable,  full-featured  copiers. 
And  a  wide  selection  of  multi-function  calculators  and  cash  registers  for  every  need. 

But  the  best  feature  is  the  one  built  into  every  Adler  and  Royal  office 
product.  Reliability.  The  quality  is  free. 

^  Satisfy  all  your  office  machine  needs  with  just  one  phone  call .  Check  the 
Yellow  Pages  for  your  authorized  Adler  or  Royal  office  machine 
dealer.  Or  call  toll-free  1-800-228-2028,  ext.  39  (Adler); 
ext.  47  (Royal).  In  Nebraska,  1-800-642-8300. 

Adler-Royal  Business  Machines,  Inc.,  1600 
Route  22,  Union,  NJ  07083 


771  ADLER-ROYAL 


DISPLAY 
OF  POWER. 


Computers  and  Communications 


Introducing  the  new  power  in  AT- class  personal  business  compute 
The  NEC  Advanced  Personal  Computer  IV. 

There  aren't  many  people  like  you.  You  demand  a  lot  from  yoi 
personal  computer.  You're  a  Power  User.  And  the  NEC  APC IV™  is  t 
one  machine  that  can  keep  up  with  you. 

You  get  both  compatibility  and  performance  because  the  APC  I 
runs  at  either  6  MHz  or  8MHz  at  the  flick  of  a  switch. 

The  Advanced  Color  Display  has  an  incredible  800  x  560  scree: 
resolution.  And  there's  NEC's  own  Power  Graphics  Display  that 
allows  an  astounding  1 120  x  750  resolution. 


The  APC IV  offers  2  serial  ports,  the  versatility  of  5  internal  storage 
its,  a  math  co-processor,  and  a  host  of  other  features  that  help  you  take 
o  the  limit. 

Plus,  the  APC  IV  has  the  power  of  NEC  behind  it.  The  $  10  billion 
ider  in  computers  and  communications.  So  you  never  have  to  worry 
out  support. 

The  new  NEC  APC  IV.  Because  sooner  or  later,  you're  going  to  have 
take  it  to  the  limit.  For  more  information,  call  NEC  at  1-800-343-4419 
.  MA  617-264-8635).  NEC  Information  Systems,  Inc.,  Dept.  1610, 
:  14  Massachusetts  Avenue,  Boxborough,  MA  01719. 


NEC 
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of  service  after  the  sale.  In  choosing  a 
computer,  examine  the  cost  relative  not 
only  to  the  company's  budget,  but  also 
to  the  potential  amount  of  service  and  help 
needed  after  the  sale. 

As  powerful  as  personal  computers 
are,  or  as  their  manufacturers  claim  them 
to  be,  computers  can  do  little  without 
software  programs  to  tell  them  what  tasks 
to  perform.  The  cost  of  all  the  software  a 
small  business  might  purchase  could  eas- 
ily exceed  the  cost  of  the  computer  itself. 
Choosing  the  right  software  is  just  as  im- 
portant as  choosing  the  computer,  and 
thousands  of  programs  are  available  for 
many  computer  systems.  These  pro- 
grams range  from  basic  spreadsheets  as 
Lotus  1-2-3,  which  are  generic  to  any 
business,  to  such  specialized  programs  as 
Doctor's  Office  Manager  from  IBM. 

Many  programs  that  perform  the  same 
tasks  often  provide  the  same  features,  but 
execute  them  in  different  ways.  For  ex- 
ample, Multimate,  WordPerfect  and 


Wordstar  2000  all  offer  word  process- 
ing, and,  in  certain  cases,  the  choice 
comes  down  to  personal  preference  as 
to  which  one  might  be  right  for  a  particuh 
small  business.  In  general,  it  is  better  fa 
personal  computer  users  within  the  san 
organization  to  standardize  a  set  of  pro- 
grams all  can  live  with.  This  reduces  pro 
lems  that  may  arise  when  users  need  ta 
share  their  information. 

Imaging  Systems  Give 

Small  Businesses  a  "Big"  Look 

The  materials  a  company  distributes 
-letters,  invoices,  forms  or  records- 
-can  say  much  about  a  company  and  it* 
image.  Neatly  printed  letters  and  crisp, 
clear  copies  lend  an  appearance  of  profe; 
sionalism,  and  help  reinforce  a  percep- 
tion of  quality. 

New  technology  in  the  imaging  area  is 
making  high-quality  materials  very  afforo 
able  for  the  small  business.  The  copier 


AT&T  800  Service  Helps  B&A  Travel  Keep  Clients  Everywhere 


Problem:  Founded  in  1963,  B&ATravei 
Ltd.'s  caters  to  the  needs  of  a  specific 
market  niche:  educators  and  consul- 
tants at  their  local  university  in  Carbon- 
dale,  III.  Having  quickly  met  original 
financial  goals,  B&A  gradually  grew 
into  a  multimillion-dollar  full-service 
agency.  The  university  professors  and 
administrators  liked  Bill  and  Anna 
Coracy's  extra-effort  service  and  the 
convenience  of  having  a  travel  agent 
who  fully  understood  their  needs. 

It  sounded  like  the  perfect  market- 
ing strategy-good  service  into  a  captive 
market.  But  the  market  wasn't  cap- 
tive after  all.  The  college  faculty's  short- 
term  assignments  resulted  in  high 
staff  turnover,  taking  the  Coracy's  cus- 
tomers out  of  their  market. 

"It  was  a  real  problem,"  Bill  Coracy 
says,  "because  almost  75%  of  our 
business  comes  from  the  university's 
commercial  travelers,  the  faculty  and 
staff  who  attend  conferences  or 
meetings  around  the  country.  It  used  to 
be  that  when  one  of  them  left  to  take  a 
position  somewhere  else,  all  the  time 
we'd  invested  to  build  up  a  good  rela- 
tionship just  didn't  matter  anymore." 

Under  the  circumstances,  how 
could  B&A  Travel  keep  the  loyal  cus- 
tomers it  needed  to  help  the  business 
grow? 

Solution:  AT&T  had  the  answer- 
-AT&T  800  Service.  "Now  our  custom- 


ers can  call  us  toll-free  from  anywhere 
in  the  country,"  Bill  says.  "That  means 
we're  handling  travel  arrangements  for 
educators  in  schools  all  over  America; 
booking  flights,  renting  cars,  making 
hotel  reservations,  everything-be- 
cause  that  relationship  we  built  up 
with  them  stays  intact.  With  AT&T  800 
Service,  it's  as  though  they're  still  in 
the  neighborhood,  and  they  appreciate 
that. 

"Our  customers  use  the  800  num- 
ber for  all  kinds  of  questions  and  ser- 
vice requests,  even  in  emergencies. 
If  they  get  stuck  with  a  problem  in  an 
airport  somewhere,  they  can  call  us, 
get  the  service  or  information  they 
need  instantly,  and  away  they  go," 
Bill  says. 

"If  your  company  is  too  busy  to 
deliver  personalized  service,"  he  con- 
cludes, you're  going  to  lose  business. 
With  AT&T  800  Service,  we  do  a  high 
volume  of  business,  and  we're  grow- 
ing precisely  because  we  deliver  spe- 
cial solutions  for  special  needs." 

AT&T  800  Service  was  also  instru- 
mental in  developingthe  vacation-trav- 
el segment  of  B&A's  business.  Bill 
Coracy  promotes  the  company's  800 
number  in  regular  newsletters,  print 
ads,  radio  and  television  spots  and  at  a 
half-time  promotional  contest  during 
university  basketball  games.  Alumni 
groups  run  the  number  on  brochures 
describing  their  annual  journeys.  Ac- 


cording to  Bill,  "Vacation  travelers 
like  the  one-stop  shopping  they  get  via 
AT&T  800  Service.  They  can  make 
all  their  arrangements  in  a  single  call, 
and  later  they  can  change  their  itiner- 
aries on  short  notice  using  the  800 
number." 

The  expansion  of  800  Band  5  to 
include  Hawaii  gave  Bill  and  Anna  Cor- 
acy a  free  benefit.  Now  vacationers 
can  book  B&A's  Hawaii  and  Colorado 
condominiums  using  the  toll-free 
number.  "We're  targeting  the  leisure 
travel  market  for  expansion  and  find- 
ing AT&T  800  Service  a  viable  way  to 
expand  that  market,"  Bill  explains. 
"It's  one  more  thing  we  can  do  to  make 
traveling  easier.  It  brings  us  repeat 
business  and  great  word-of-mouth  ad- 
vertising. When  you  help  people 
once  to  have  a  great  vacation,  chances 
are  they'll  ask  for  your  services 
again." 

Resolution:  The  continued  expansion 
of  B&A  Travel  proves  the  point,  be- 
cause Bill  and  Anna  Coracy's  AT&T 
800  Service  has  helped  them  keep  the 
business  of  mobility  right  at  home. 

What  difference  has  AT&T  800 
Service  made  on  B&A  Travel's  bottom 
line?  "I'd  say  we  have  a  good  25% 
sales  growth  using  the  AT&T  800  Ser- 
vice numbers,"  Bill  says.  "That's  a 
million  and  a  half  dollars  in  additional 
business.  We're  tickled  pink." 


TANDY... Better  Again: 


The  New 
Tandy  3000  HD 

A  powerful  workstation 
with  networking  and 
multiuser  capacities* 


The  3000  HD  is  compatible  with 
I  IBM  PC/AT®,  offers  greater  hard 
;k  storage  (40  megabytes  vs.  the 
>/AT's  30),  vet  is  priced  at  onlv 
299  (vs.  $5295  for  the  PC/AT). 

Based  on  the  16-bit  Intel  80286 
croprocessor,  the  Tandy  3000  HD 
5-4001)  operates  at  8  megahertz — 
%  greater  than  the  industry  stan- 
rd.  The  Tandy  3000  HD  features 
OK  main  memory  and  a  high- 
pacity  5 1  /•» "  slim-line  floppy  disk 
ive  which  has  been  designed  to 
ad  both  1.2-megabyte  and  360K 
rmats,  allowing  it  to  run  either  IBM 
:/AT  or  IBM®  PC  software. 

The  high-performance  design  of 
e  3000  HD  makes  it  a  natural  for 
e  in  a  local  area  network  such  as 
a\ct®.  ViaNet  can  link  together 


multiple  MS-DOS®  computers  into  a 
powerful  office  automation  system. 

The  Tandv  3000  HD  also  uses  the 
forthcoming  XENIX®  System  V 
multiuser  operating  system.  Up  to 
five  users  with  low-cost  display  ter- 
minals are  capable  of  tapping  the 
power  of  the  Tandy  3000 — 
permitting  each  to  work  indepen- 
dently on  such  projects  as 
accounting,  word  processing  and 
electronic  filing.  Each  remote  user 
has  all  the  power  of  a  fully  confi- 
gured computer  system  ...  for  the 
price  of  a  terminal. 

The  Tandy  3000  HD  is  quality- 
designed  and  built  by  Tandy  in  the 
U.S.A.  We  back  the  3000  HD  with 
full  support,  nationwide  service, 
commercial  leasing  and  professional 
training.  Come  see  it  today! 

:  and  participating  stores  and  dealers  Monitor  sold  separately  IBM  price  is  manufacturer 

nal  Uncinate  Marhinoc  Cnrri  MS.nn<;  anri  XFNI X/Rpmctprprl  TM  Mirrnsnft  Hnrn 


Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio  /hack 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


Send  me  a  Tandy  3000  brochure. 

Radio  Shack,  Dept.  87-A-757 
300  Tandy  Center,  Fort  Worth.  Texas,  76102. 


Name . 


Company . 
Address  _ 


City  _ 
State . 


ZIP. 


Phone . 


s  suggested  list  as  ot  Apnl  2,  1986  IBM  and 
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industry  has  been  very  active  lately  with 
several  advancements.  Canon,  forex- 
ample,  has  successfully  created  the  per- 
sonal copier  segment.  The  company's 
PC  product  line  employs  user-replaceable 
cartridges,  almost  eliminating  regular 
service  calls.  Other  products,  like  those 
from  Mita  Copystar,  provide  such  big- 
copier  features  as  auto  zoom  reduction 
and  enlargement  in  a  package  more 
suited  to  small  business. 

One  particularly  exciting  segment  of 
the  imaging  area  is  printers  for  personal 
computers.  The  trend  here  is  toward  the 
new  laser  printers,  which  use  laser  beams 
to  produce  an  entire  page  at  one  time 
with  near-printshop  quality.  These  print- 
ers, which  are  marketed  by  such  ven- 
dors as  Hewlett-Packard,  Apple  and 
Cordata,  are  still  expensive,  but  prices 
have  tended  to  drift  downward.  One 
vendor,  Okidata,  has  introduced  the  La- 
serline  6  series,  which  can  accommodate 
three  users  without  a  local  area  network 
tying  them  together.  An  option  that  allows 
users  to  share  the  printer  makes  this 
purchase  much  easier  to  justify. 

Image  communication  is  one  area 
that  is  just  becoming  reality  for  the  small 
user,  and  facsimile  machines  give  great 
utility  for  businesses  that  frequently  need 
to  send  documents  in  a  hurry.  Facsimile 
machines  scan  a  printed  page  and  turn 
the  picture  into  digital  information, 


which  is  then  sent  over  the  phone  line  to 
another  machine  that  reconstructs  the 
image  and  prints  out  a  copy.  The  proces 
usually  takes  less  than  a  minute  for  a 
two-page  letter,  at  far  less  the  cost  than  ai 
overnight  delivery  service.  Lawyers, 
realtors,  advertising  agencies  and  other 
small  business  people  who  deal  with  a 
lot  of  paper  are  good  candidates  for  this 
rapidly  advancing  technology. 

Using  Technology  to 
Stay  Ahead  of  the  Game 

Small  businesses  should  be  well-ac- 
quainted with  the  available  technol- 
ogy, and  what  it  can  do  for  them,  for  one 
simple  reason-it  can  increase  their  busi-l 
ness  and  help  them  leverage  the  things 
they  do  best,  thereby  creating  a  competHi 
tive  edge. 

Technology  is  the  great  equalizer  be- 
tween small  and  large  business,  becausdi 
by  using  it,  small  business  can  match 
the  size  and  quality  that  big  business  car) 
produce. 

"CASE  STUDIES:  Linking  Office  Equipment 
Technology  to  Small  Business  Strategy"  was  I 
prepared  for  FORBES  by  the  Communica- 
tions/Information Systems  Planning  Service 
(C/IS)  of  the  Yankee  Group,  a  Boston-based 
research  and  consulting  firm. 

Design:  Hoashi  Studio  Inc. /Illustration:  Ben 
Perez 


MITA  Copiers  Cut  Cost,  Provide  Reliable  Copying  for  Winston  Advertising 


Problem:  Like  many  growing  small 
businesses,  Winston  Advertising  of 
Palo  Alto,  Calif.,  relied  on  a  single 
office  copier.  When  it  broke  down,  how- 
ever, the  copying  function  of  the  en- 
tire agency  came  to  a  grinding  halt. 

"We  are  a  paper-intensive  busi- 
ness in  a  fast-paced  industry,"  accord- 
ing to  Donna  Young,  director,  Ad- 
ministrative Services  for  the  thriving  Sil- 
icon Valley  firm.  "With  new  business 
proposals,  copywriting  and  client  cor- 
respondence all  demanding  instant 
photocopies,  we  can't  afford  to  fall  be- 
hind schedule  because  our  copier  is 
constantly  breaking  down." 

Solution:  After  rigorously  researching 
the  market,  Young  realized  that  she  not 
oniy  needed  a  reliable  copier,  but 
another  copier-one  to  act  as  a  backup 
if  the  first  machine  went  down.  A 
second  copier  would  also  boost  the  of- 
fice's copying  capacity,  cut  down 
waiting  time  at  the  machine  and  make 


copying  more  convenient  for  the  en- 
tire office. 

The  agency  chose  two  Mita  zoom 
copiers  because  of  Mita's  reputation 
for  reliability  and  excellent  value. 
"The  Mita  machines  have  performed 
remarkably  well  under  fire,  and  our 
monthly  payments  are  the  same  for  two 
Mita  machines  as  compared  with  the 
old  copier's.  Also,  Mita  offered  the  fea- 
tures we  needed  across  a  wide  range 
of  low-,  mid-  and  high-volume  ma- 
chines," Young  comments. 

"We  chose  the  30  and  50  copies- 
per-minute  models  because  they  fit  our 
current  volume  needs  while  leaving 
room  to  grow  as  our  business  ex- 
pands," she  adds.  The  high-volume 
Mita  DC-513Z  has  become  the  work- 
horse of  the  agency.  Its  auto  docu- 
ment feeder  and  collating  features  are 
particularly  timesaving  when  compil- 
ing proposals.  The  mid-volume  DC- 
313Z  was  placed  in  the  traffic  depart- 
ment where  the  auto  zoom  feature 


provides  quick  reduction  and  en- 
largement of  computer  printouts  and 
advertising  layouts. 

Resolution:  "Decentralized"  copying 
-replacing  a  single  machine  with  two 
or  more  models-has  become  increas- 
ingly popular  with  small  companies 
that  must  make  copies  under  tight 
deadlines.  The  second  machine  im- 
proves office  efficiency,  makes  copy- 
ing more  convenient  and  provides  a 
backup  if  the  main  copier  requires 
service. 

As  a  growing  small  business,  Win- 
ston Advertising  needed  to  make  the 
jump  from  one  copier  to  two.  "For  a 
long  time,  we  thought  the  problem  was 
just  a  service-intensive  copier,  but 
we  realized  we  also  needed  a  second 
machine  to  meet  our  growing  de- 
mand for  copies.  What  was  once  a 
source  of  aggravation  in  our  office 
has  now  become  an  efficient  money- 
saver,"  Young  says. 


THERE  ARE  TWO 
SEASONS  FOR  SELECTING 
OUR  PERSONAL 
BUSINESS  COPIER. 


MORE  OR  LESS. 


The  introduction  of  the  per- 
ianal copier  was  great  for  people 
Iho  need  to  make  personal  copies. 

But  as  it  turns  out,  over  80% 
I  personal  copiers  end  up  in  busi- 
es, where  their  limited  abilities 
l in  make  them  liabilities. 

MORE  THAN  A 
PERSONAL  COPIER. 

And  that  is  precisely  why  we 
Toshiba  developed  the  BD-3110, 
ie  world's  very  first  Personal  Busi- 
es Copier. 

It  is  small  and  light,  just  like 
personal  copier,  but  that's  where 
ie  similarities  end. 

Because  the  BD-3110  offers 
tore  than  twice  the  paper  capacity 
'  the  leading  personal  copier. 

As  well  as  the  ability  to  pro- 
ace  4,400  more  copies  a  month. 


And  all  with  a  perfect  edge- 
to-edge  clarity  that  the  leading  per- 
sonal copier  just  can't  touch. 

LESS  THAN  HALF  THE 
COST  PER  COPY. 

You  would  be  perfectly  ra- 
tional to  believe  that  a  copier  with 
all  the  capabilities  of  the  BD-3110 
would  be  much  more  expensive  to 
run  than  a  personal  copier. 

But  you  would  be  wrong. 

Because  you'll  find  that  the 
Toshiba  Personal  Business  Copier 
is  actually  more  than  two  times  as 
affordable  to  operate  as  the  leading 
personal  copier. 

And  as  if  that  wasn't  enough, 
the  new  Toshiba  BD-3110  also  offers 
you  color  copying,  a  straight  paper 
path,  convenient  LCD  display  and 
push-button  exposure  control. 


In  Touch  with  Tomorrow 

TOSHIBA 


So  now  you  know  all  the  dif- 
ferences between  the  new  Toshiba 
Personal  Business  Copier  and  the 
leading  personal  copier. 

More  or  less. 

TELL  ME  MORE. 

If  you  want  to  know  more  about 
Toshiba's  Personal  Business  Copier, 
simply  call  1-800-457-7777,  or  mail 
this  coupon  to:  Toshiba  America,  Inc. 

2441  Michelle  Drive 
Tustin,  CA  92680 

Name  


Company. 
Address_ 
City  


_State  Zip. 


Phone_i_ 


FRB1136 


The  Money  Men 


Utility  stocks  have  soundly  beaten  the  mar- 
ket since  1975 — catching  much  of  The 
Street  napping.  Nice  for  William  Reaves 
that  he  had  this  specialty  almost  to  himself. 

Hit  'em  where 
they  ain't 


By  William  Baldwin 


Reave 

Let  the  rest  of  Wall  Street  sneer.  Utility  managements  knew  better. 


GO  BACK  TO  THE  MID-1970S:  IT! 
ing  fuel  costs,  wars  with  regv 
lators,  the  Con  Ed  dividen 
cut.  What  money  manager  woul 
touch  a  utility  stock?  "The  joke  use 
to  be,  there  was  a  Utilities  Anon) 
mous.  If  you  wanted  to  buy  a  unlit) 
they  would  talk  you  out  of  it,"  n 
members  Thomas  Williams,  58,  4 
electric  and  gas  analyst  for  the  past  l\ 
years  at  W.H.  Reaves  &  Co. 

But  where  the  market  is  disgusted 
there  opportunities  lie.  The  best  b; 
gains   often   come   in   stocks  th 
"everybody"  has  written  off.  So  wit] 
utilities.  After  the  last  optimist  ha 
given  up  on  them,  the  stocks  start© 
to  move.  In  the  ten  years  to  last  D 
cember,  utilities  averaged  a  17.8%  an) 
nual   return   against   the  market 
14.2%.  Reaves,  a  deliberately  obscur 
money  manager  and  stockbroker 
Jersey  City,  N.J.  that  deals  only 
utility  stocks,  beat  both  those  ave: 
ages.  Its  compound  annual  return  waj 
22.6%,  after  commissions  but  befort 
a  0.6%  annual  fee.  It's  up  anothei 
23.5%  so  far  this  year. 

All  of  which  is  a  modest  vindicai 
tion  of  the  low-P/E  thesis,  which  sayi 
that  stocks  trading  at  low  multiples  0 
their  earnings  are,  on  the  whole,  bet 
ter  buys  than  high-multiple  stocks! 
The  basis  of  the  theory  is  simplicity 
itself.  It  makes  sense,  of  course,  for  i 
firm  with  fast-growing  profits  to  com 
mand  a  higher  multiple  of  those  prof 
its  than  a  mediocre  company  in  i 
shrinking  industry.  But  how  mucn 
higher-  Is  it  reasonable  for  shares  ol 
Rollins  Environmental  to  go  for  44 
times  earnings  while  shares  of  Illinois 
Power  are  worth  8  times  earnings? 
How  can  Home  Shopping  Network  bfl 
worth  88  times  its  earnings  wherj 
Contel  is  worth  9  times  its  earnings? 
Answer:  In  the  long  run  such  widq 
discrepancies  can't  exist. 

The  president  and  majority  owner 
of  Reaves  &  Co.,  William  Reaves,  64J 
doesn't  hold  himself  out  as  a  low-P/E 
man.  But  a  charter  that  commits  him 
to  the  traditionally  unfavorite  utili 
ties  sector  has  made  him  one  in  fact,  ii 
not  in  name.  The  weighted  average 
P/E  ratio  of  Reaves'  S529  million  port- 
folio is  11.8.  That  puts  the  firm  well| 
below  the  market's  P/E  of  17.4  and 
third  lowest  among  all  358  managers 
tracked  by  CDA  Investment  Technol- 
ogies. Reaves'  6.2%  average  yield  is 
the  highest  in  the  CDA  collection.  As) 
is  often  the  case,  low  P/Es  and  high) 


ividends  go  hand  in  hand. 
Pension  consultants  say  that  no 
ther  large  money  manager  in  the 
J.S.  specializes  exclusively  in  utility 
tocks.  With  interest  rates  lower  and 
Utilities  hot,  that  may  change.  But 
who  can  catch  up  to  Reaves  &  Co.  in 
j-xperience?  The  top  five  professionals 
lit  the  firm  have  a  combined  164  years 
s  utility  analysts.  Reaves  even  has  an 
}>;;7-year-old  petroleum  analyst  who 
tarted  with  White,  Weld  in  1921  and 
omes  to  work  at  7:30  in  the  morning. 
'The  people  you  see  around  here  all 
■njoy  what  they  do,"  says  Reaves,  an 
easygoing  soul  prone  to  bursts  of 
aughter.  The  last  time  he  lost  an  ana- 
,yst  to  a  competitor  was  in  1974. 
j  Reaves  put  in  15  years  analyzing 
itilities  at  Kidder,  Peabody  and  else- 
vhere  before  starting  his  own  re- 
search boutique  in  1961.  By  the  mid- 
|[970s  executives  at  a  utility  that  he 
;:alled  on  for  financial  data  were  ask- 
ing him  to  handle  a  piece  of  their 
tension  fund.  Let  the  rest  of  Wall 
{street  write  off  utilities  as  widows' 
md  losers'  stocks;  utility  manage- 
ments still  believed  in  their  own  in- 
dustry. To  this  day,  most  of  Reaves' 
tension  clients  are  utilities,  and  the 
inn  is  almost  unknown  outside  its 
jiarrow  circle.  That  suits  Reaves  fine. 
He  doesn't  want  competitors — and 
he's  not  taking  new  clients. 

"Utilities  have  been  regarded  as 
(poor  investments  since  1 965, "  says  an 
executive  at  Public  Service  Co.  of  Col- 
orado, a  Reaves  client.  "But  the  utili- 
ties knew  differently." 
I  Reaves'  largest  holdings  include  the 
holding  companies  for  the  Southern 
electric  system,  Florida  Power  and 
South  Carolina  Electric,  plus  AT&T 
and  five  of  its  spinoffs.  Conspicuously 
absent  is  Pacific  Telesis,  subject  to 
what  Reaves  calls  the  "whimsical" 
regulation  of  California  authorities. 

A  lot  of  the  average-beating  comes 
from  a  sort  of  arbitrage  among  core 
portfolio  positions.  Earlier  this  year 
Bell  Atlantic  was  trading  1 1  Vi  points 
above  BellSouth.  That  didn't  look 
right  to  Reaves,  who  liquidated  some 
of  the  former  and  bought  the  latter. 
The  spread  has  narrowed  to  6 Vi 
points,  and  Reaves  has  begun  to  un- 
wind the  trades.  If  he  can  keep  doing 
that  he  will  leave  clients  with  the 
same  shares  they  started  with  but  $1, 
million  to  the  good. 

In  the  25  years  he's  been  running 
his  own  firm,  Reaves  has  seen  a  lot  of 
Wall  Street  houses  diversify  and  fail. 
His  survival  guide:  "Be  very  good  at 
what  you  do."  If  the  rest  of  the  world 
sniffs  at  what  you  do,  so  much  the 
better.  Good  investors  never  love  a 
crowd.  ■ 


Which  stocks  does  Value  Line  expect  to 
outperform  the  market  -  and  which  are 
"safest"  -  over  the  next  12  months? 


Everybody  has  an  opinion  about  the  stock  mar- 
ket, but  to  our  knowledge,  only  Value  Line  has 
a  unique  ranking  system  tested  over  21  years  of 
actual  market  performance. 

Value  Line's  cross-sectional  analysis  based  on 
computer  programs  using  relative  prices,  reported 
earnings  and  relative  growth  rates,  reduces  the 
complicated  relationship  of  prices  to  earnings, 
growth  and  risk,  to  two  straightforward  indices: 

1 .  The  stock's  rank  for  probable  market  perform- 
ance in  the  next  12  months. 

2.  The  stock's  rank  for  future  safety. 

Through  these  numerical  rankings  Value  Line  re- 
lays its  expectations  quickly  and  unambiguously: 

"Timeliness" 

Rank  1  Expect  the  best  price  performance  relative 

to  1700  stocks. 
Rank  2  Expect  above-average  performance. 
Rank  3  Expect  average  performance. 
Rank  4  Expect  below-average  performance. 
Rank  5  Expect  poorest  performance. 

"Safety" 

Rank  1  Expect  the  least  volatility  (the  greatest 

price  stability). 
Rank  2  Expect  less  than  average  volatility. 
Rank  3  Expect  both  volatility  and  stability  to  be 

average. 

Rank  4  Expect  greater  than  average  volatility  (be- 
low average  stability). 

Rank  5  Expect  the  greatest  volatility  (the  least 
stability). 


-  The  Number  1  Rankings  have  Dramati- 
Z  cally  Outperformed  the  Averages  from 
1965  to  1986 
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This  chart  compares  the  Value  Line  rankings  for  Timeliness 
over  the  past  21  years.  Obviously,  not  every  stock  has  always 
performed  in  accordance  with  its  ranking,  but  as  a  group,  the 
100  stocks  ranked  Number  I  for  best  year  ahead  performance 
have,  in  almost  every  !2-month  period,  outperformed  the  mar- 
ket —  and  those  ranked  Number  1  for  Safety  have,  in  almost 
every  case,  suffered  less  in  market  sell-offs.  Past  performance  is 
no  guarantee  of  future  results,  but  the  record  speaks  for  itself. 

Dept.  X16G03 


Which  of  these  stocks  does  Value  Line  rank 
Number  1  for  timeliness  —  and  which  are 
ranked  Number  1  for  safety? 

The  market  has  already  made  historic  new  highs 
but  which  stocks  will  now  lead  the  way.  Value 
Line  ranks*  some  of  these  stocks  Number  1  & 
2  for  best  year  ahead  performance.  Others  are 
ranked  3  for  average  performance  —  and  some 
are  ranked  Io west ,  4  &  5 ,  and  should  be  avoided 
or  sold.  Still  others  are  ranked  Number  1  for 
safety  and  should  suffer  less  in  a  market  decline. 

Amer.  Home  Depot  Playboy 

Cyanamid      Hormel  &  Co.    Ralston  Purina 

Celanese  Corp.  Hughes  Tool  Revlon 

Coca-Cola        Idaho  Power      Royal  Dutch 

Colecolnd.       Intel  Corp.  Petr. 

Corning  Glass    Int'l  Paper  Sizzler 

Digital  Equip.    ITT  Corp.        Sony  Corp. 

Exxon  Corp.      IU  Int'l  Corp.    Squibb  Corp. 

GAF  Corp.       Merck  &  Co.     TDK  Corp. 

Genesco,  Inc.     Mesabi  Trust     Telex  Corp. 

GenRad  NYNEX  Corp.  TRW  Corp. 

Heinz  (H.J.)      OakInd.,Inc.    Upjohn  Co. 

Hershey  Foods  Pan  Am  Corp.    Western  Union 

•value  L.nc  «5/86      Phillip  Morris    Zenith  Labs. 


Receive  10  weeks  of  Value  Line  for  only 
$55  on  this  introductory  offer. 

You  can  now  receive  10  weeks  of  the  Investment 
Survey  used  by  thousands  of  professional  money 
managers-and  take  advantage  of  the  famous  Num- 
ber 1  rankings-for  about  half  the  regular  price. 

Every  week,  you  receive  the  40  page  Summary 
&  Index  with  updated  rankings  on  1700 
stocks. .  .plus  the  12  page  Selection  &  Opinion 
section  with  a  wealth  of  investment  back- 
ground..  plus  the  144  page  Ratings  &  Reports 
section  with  about  1 30  full  page  reports  on  individ- 
ual stocks. 

AS  A  DOUBLE  BONUS,  at  no  additional 
charge,  you  receive  the  2000-page  Investors  Ref- 
erence Service  (including  the  latest  full-page  re- 
ports on  all  1700  stocks  currently  under  review), 
plus  the  72-page  booklet,  "A  Subscriber's  Guide," 
by  Arnold  Bernhard.  This  book  is  YOURS  TO 
KEEP  even  if  you  return  the  other  material  under 
our  30-day  money-back  guarantee. 


2000-page  Reference 
Service.  Two  strong 
binders  filled  with  the 
latest  full-page  reports 
on  all  1700  stocks. 


Double  Bonus 


72-page  book, 
A  Subscriber's 
Guide  by 
Arnold  Bernhard 
YOURS  TO 
KEEP  even  if  you  return  the 
other  material  under  our 
30-day  money-back  guarantee 


(Order  b>  phone,  toll-free.) 
Wk       Call  1-800-633-2252  (Ext.  281),  24 
^^^^       hours  a  day,  7  days  a  week.  Or  mail 
the  coupon.  American  Express,  MasterCard  or  Visa 
accepted.  Money  back  if  not  completely  satisfied. 


\gny    The  Value  Line  Investment  Survey 

V  711  Third  Avenue,  New  York,  NY  10017,  Department  81 6G03 
No-Risk  Trial  Introductory  Offer 

□  10  week  trial  of  Value  Line  for  $55,  tax-deductible. 

(Available  only  once  every  two  years  to  any  one  house- 
hold )  Includes  the  two  bonuses  listed  above. 

□  1  year  (52  issues)  of  Value  Line  for  $425,  tax-de- 
ductible. There  are  no  restrictions  with  this  lull-term  sub- 
scription. Includes  the  two  bonuses  listed  above. 

□  Payment  enclosed.  Or  charge  to 
Credit  card  number: 


Extra  Bonus 

This  pocket-size  credit 
card  LCD  calculator  is 
yours  free  with  your  annual  subscription 
All  subscriptions  are  tax-deductible  and  n 
signable.  Foreign  rates  on  request. 
□  American  Express;  □  MasterCard;  □  Visa 


(NY  residenls  add  sales  tax.  I  Please  allow  3-4  weeks  for  delivery. 
Sig 


Expiration  Date . 


month      day  year 


iignaturc . 

Name  

Address 
City . 


State . 


Zip . 


(Guarantee:  If  dissatisfied  for  any  reason,  return  materials  within  30  days  for  a  full  and  unquestioned  relund 


"THE  BRUNSWICK  LEADERSHIP  SERIES. 
A 141  YEAR  COMMITMENT  TO  MAKING  LEISURE  PRODUCTS 
THAT  GIVE  CONSUMERS  THE  VERY  BEST  OF  THE  VERY  BESTI 


"What  makes  you  a 
leader,  and  keeps 
you  a  leader,  is  a 
commitment  to  qual- 
ity. And  ever  since 
we  began  in  1845,  we 
swick  have  always  insisted  that 
quality  be  inherent  in  every  product  we 
make.  That  is  why  without  question,  we  are 
the  leader  in  every  leisure  market  we  serve. 

"The  Brunswick  Leadership  Series  is  a 
unique  Collection  of  limited  edition  prod- 
ucts that  represent  the  very  best  of  the  very 
best.  Each  product  in  the  Collection  is  a 
tribute  to  our  people;  and  a  symbol  of  our 
141  year  commitment  to  technology,  inno- 
vation and  quality. 

Mercury  Laser-powered  speedboat. 

The  boat:  A  21-foot  vee-bottomed  guided 
missile,  the  Seebold  Eagle  Speedboat  is 
designed,  built  and  rigged  by  the  legendary 
Bill  Seebold,  owner  of  more  outboard  rac- 
ing titles  than  anyone  else  in  the  water. 

The  engine;  A  new  Laser  220  XRi  out- 
board, the  latest  product  of  Mercury's 
legendary  tradition  of  performance 
engineering  leadership.  The  world's  first 
and  only  fuel-injected  production  outboard, 
the  Laser  is  a  2.4  litre  V-6  that  delivers  220 
horsepower  to  the  prop.  A  limited  edition  of 
50  rigs,  completely  assembled  and  ready  to 
go\  $30,000. 

®       Brunswick  Corporation 


Custom  golf  clubs  with  Brunswick  shafts. 

The  tour  standard  in  custom  made  fre- 
quency matched  golf  shafts,  fashioned  into 
golf  clubs  that  will  be  tailored  especially  for 
you,  by  a  renowned  maker  of  custom  clubs. 
Brunswick  Golf's  revolutionary  frequency 
calculator  will  correlate  your  average  driv- 
ing distance  to  the  ideal  shaft  flexibility, 
your  preferred  swing  weight  and  club 
length.  The  result:  a  set  of  Precision  FM 
Shafts,  each  one  perfectly  matched  to  your 
swing.  All  held  in  a  deluxe  golf  bag  with 
embroidered  name  plate.  A  limited  edition 
of  50.  $1600. 

Zebco®/Qnantum®  collector's  series. 

Something  unique  and  special  for  the  fish- 
ing enthusiast!  Quality,  elegance  and  per- 
formance in  a  matched  set  of  three  superb 
reels ...  a  Quantum  spinning  reel,  Quantum 
baitcast  reel  and  a  Zebco  33  Classic  spin- 
cast  reel. .  .each  one  precision  engineered 
for  a  lifetime  of  smooth,  flawless  and  de- 
pendable operation.  Perfection  crafted  into 
every  detail.  All  richly  showcased  in  a  hand- 
some walnut  presentation  case.  Each  reel 
personally  engraved  with  the  owner's  name. 
A  limited  edition  of  100.  $250. 

Brunswick  leadership  series  bowling  ball  and  bag. 

The  ultimate  in  performance  and  style.  The 
striking  black  bail  of  high  performance 
urethane  is  designed  for  today's  lane  con- 
ditions, and  is  personally  engraved.  The 


luxurious  bag  is  handcrafted  of  the  finest  J 
leather  accented  with  genuine  reptile  trim 
and  custom  embroidered  with  your  name. 
A  limited  edition  of  500.  $300.  £ 

Brunswick  leadership  series  billiard  table. 

Classic  French  Provincial  styling,  master-  I 
fully  hand  crafted  in  solid  walnut  and  set  of 
a  precision-ground  slate  bed;  then  elegantly 
accented  with  rail  sights  of  precious  gems,] 
hand  tooled  leather  pockets,  and  a  gold 
plated  nameplate.  Truly  a  table  for  the  con- 
noisseur! A  limited  edition  of  25.  $  1 5,000.  j 

Ordering  information. 

All  items  in  the  Leadership  Series  are  cus-  i 
torn  made  to  order,  following  acceptance  of 
order.  Delivery  time  will  vary  depending 
upon  product  selected.  To  place  your  order 
or  for  more  information  on  the  Brunswick 
Leadership  Series,  call  the  Office  of  the 
Chairman,  800-621-6413  (Illinois  residents 
312-262-7783).  Or  write:  Office  of  the 
Chairman,  Brunswick  Corporation,  One 
Brunswick  Plaza,  Skokie,  Illinois  60077. 

Orders  accepted  before  December 
i9th  will  receive  a  framed  Certificate  of 
Authenticity  suitable  for  Christmas  giving, 
and  signed  by  Jack  Reichert,  Chairman, 
Brunswick  Corporation;  plus  a  handsomely 
leather-bound  special  edition  of  Brunswick: 
The  Story  of  An  American  Company,  a 
chronicle  of  Brunswick's  141  year  history. 

Prices  include  shipping  in  continental 
U.S.,  installation  and  applicable  sales  taxes 


"AND  THAT  SAME  COMMITMENT  TO  QUALITY 
MAKES  BRUNSWICK  A  WORLD  LEADER  IN  THE  DEFENSE, 
AEROSPACE  AND  INDUSTRIAL  MARKETS  AS  WELL." 


Jack  Reichert 

Chairman,  Brunswick  Corporation 


Ji  1845  when  Brunswick  went  into  busi- 
ess  it  was  with  a  commitment  to  quality 
\at  is  still  with  us  today. 
"This  commitment  springs  from  three 
asic  values  that  have  been  critical  to  us 
i  becoming  the  leader  in  virtually  every 
tarket  we  serve. 

"Simply  stated  these  values  are: 
"Quality:  We  will  be  the  highest  quality 
roducer  in  every  market  we  serve,  or  we 
'on't  be  in  that  business. 
"Customers:  We  are  in  the  business  to 
erve  our  customers  at  a  profit.  Customer 
atisfaction  is  the  single  most  important 
ssponsibility  we  have  to  assure  our  long 
irm  success. 

"People:  Of  paramount  importance  is  our 
eople,  their  personal  dignity,  their  pride  in 
/hat  they  do,  and  the  trust  they  have  in 
neir  management. 

"These  three  beliefs  drive  every 
Irunswick  Division,  and  are  the  reasons 
/hy  our  customers  will  always  receive  the 
ery  best  of  the  very  best,  not  only  in  our 
;isure  products,  but  in  defense,  aerospace 
nd  the  industrial  markets  we  serve  too." 

is  a  leader  in  defense  and  aerospace, 
irunswick  is  helping  to  keep  America 
tie  world  leader. 

^s  the  leader  in  Radome  technology  for 
rulitary  aircraft,  the  Brunswick  Defense 
)ivision  is  helping  to  keep  America  strong. 
Camouflage,  portable  shelters 
aid  air  launched  remote-piloted  decoy 


vehicles  that  emulate  strike  aircraft  are 
among  the  Division's  other  critical  defense 
applications. 

Brunswick  is  also  a  leading  producer  of 
components  for  a  wide  range  of  military 
and  commercial  aircraft. 

Cases  in  point:  The  Brunswick  Valve  and 
Control  Division,  a  leader  in  aerospace 
technology,  produces  sophisticated  fuse 
valves  which  protect  critical  hydraulic  sys- 
tems on  the  highly  acclaimed  Boeing  757 
and  767;  and  the  engines  on  both  aircraft 
are  built  with  abradable  seals  and  acoustic 
dampeners  from  Brunswick's  Technetics 
Division.  

An  acceptance  record  unsurpassed  in  the 
transportation  industry.  That's  Brunswick 
leadership. 

Brunswick's  Vapor  Division  is  the  unchal- 
lenged leader  in  producing  door  control 
systems  for  America's  transportation  indus- 
try. The  industry  uses  more  automatic  door 
control  systems  made  by  Vapor,  than  by  all 
other  manufacturers  combined  ...a  tribute 
to  Vapor's  unsurpassed  record  of  reliable 
performance! 

Brunswick  is  the  undisputed  leader  in 
polymer  filtration  systems. 

The  polymer  filtration  systems  of 
Brunswick's  Technetics  Division  touch 
your  life  in  many  ways.  They  play  a  critical 
role  in  producing  man-made  fibers  found 


in  some  of  America's  finest,  high  fashion 
garments,  and  are  essential  to  the  produc- 
tion of  quality  photographic  films  and  mag- 
netic tape  for  video  and  audio  recording. 

In  each  of  these  fields,  Brunswick  stays 
the  leader  by  keeping  its  141  year  commit- 
ment to  quality.  Brunswick  leads  the  way  in 
defense,  aerospace  and  the  industrial  mar- 
kets served  by  honoring  this  commitment 
to  provide  its  customers  with  the  very  best 
of  the  very  best. 

For  a  copy  of  the  1985  Brunswick  Annual 
Report,  plus  a  handsomely-bound  copy 
of  Brunswick:  The  Story  of  an  American 
Company,  a  chronicle  of  Brunswick's  141 
year  history,  or  for  more  information  about 
Brunswick  and  its  Companies,  call  the 
Office  of  the  Chairman,  800-621-6413 
(Illinois  residents,  312-262-7783). 
Or  write: 

Office  of  the  Chairman 
Brunswick  Corporation 
One  Brunswick  Plaza 
Skokie,  IL  60077. 


BRUNSWICK 

SINCE  1845.  AND  STILL  THE  LEADER. 


Worried  about  all  the  Japanese  investment 
in  the  U.S.?  If  you  want  to  meet  people  who 
are  really  scared,  talk  to  the  Europeans. 

Achtung!  Achtung! 
Die  Japaner 
kommen! 


By  Edwin  A.  Finn  Jr. 


F|  lush  with  cash  from  their 
huge  trade  surpluses,  Japanese 
companies  are  invading  Europe. 
Everybody  wants  to  take  their  money, 
but  nobody  is  happy  about  the  imag- 
ined consequences.  Last  year  Japanese 
companies  invested  $1.5  billion  in 
European  acquisitions  and  expansion, 
six  times  the  1980  level.  It's  possible 
that  Europe  in  1986  will  attract  even 
more  Japanese  investment  than  the 
U.S.  Japan's  total  direct  investment  in 
Europe,  at  about  $11  billion,  remains 
about  half  of  direct  Japanese  invest- 


ment in  the  U.S.  But  clearly  Europe  is 
gaining  (see  chart). 

Could  this  signal  a  change  in  Ja- 
pan's longstanding  preference  for  in- 
vesting in  America?  Or  is  it  simply 
that  the  Japanese  have  accumulated 
so  much  foreign  exchange  that  they 
are  using  all  possible  outlets?  Proba- 
bly the  latter.  Nissan  Motor  Corp. 
recently  announced  plans  for  a  $500 
million  expansion  of  its  plant  in 
northern  England.  Sony  Corp.  is  about 
to  open  a  compact  disk  factory  in 
northeastern  France.  A  section  of 
West  Germany  near  Diisseldorf  is  so 
crowded  with  Japanese  electronics 


For  Europe,  a  bigger  slice 


Yes,  Japan's  direct  investment  in  the  U.S.  is  growing  at  a  quick  clip.  But 
it's  expanding  at  an  even  faster  pace  in  Europe.  Japanese  auto  plants  are 
springing  up  in  England,  electronics  factories  in  France.  They  create  new 
jobs  but  stir  xenophobia,  too. 


Japan's  direct  investments  ($miiiions  u.s. 


1985 


Other  developed 
countries* 


"  includes  Canada,  Australia,  New  Zealand,  Turkey, 
Switzerland,  Portugal  and  Scandinavian  countries 


Other  developed 
countries* 


companies  that  it  has  been  nick 
named  the  Junior  Silicon  Valley. 

There's  talk  that  Spain,  with  its  low 
wages  and  high  unemployment] 
might  be  the  next  site  for  a  majoi 
Japanese  auto  plant.  That's  particular 
ly  intriguing  because,  as  a  member  ol 
the  European  Economic  Community^ 
Spain  has  full  access  to  European  mar] 
kets.  Hence,  the  Japanese  would  ba 
able  to  skirt  European  auto  import) 
quotas  and  keep  labor  costs  low.  Spam 
ish  autoworkcrs  make  the  equivalent 
of  about  $4  an  hour,  almost  as  low  asl 
in  some  Third  World  countries. 

Is  the  Japanese  rush  to  Europe  dif-j 
ferent  from  America's  huge  European) 
investments  in  the  1960s?  Yes,  saysi 
Michiya  Matsukawa,  a  former  official 
in  Japan's  Ministry  of  Finance,  now! 
chairman  of  Nikko  Securities'  iz\ 
search  center.  "The  Americana 
moved  abroad  because  it  was  cheap,' 
he  says.  "For  the  Japanese,  the  main| 
reason  is  to  avoid  trade  friction." 

But  that's  only  part  of  the  picture.: 
The  now  powerful  yen  makes  Europe-I 
an  wages  relatively  low,  and  it  makesj 
many  acquisitions  seem  cheap.  In  ad 
dition,    Japanese    companies  find 
themselves  showered  with  incentives! 
from   individual   European  govern 
ments:    grants,    low-interest  loans, 
training  programs  and  site-develop- 
ment assistance.  And  from  the  Japa 
nese  government's  point  of  view, 
these  big  foreign  investments  create 
capital  outflows  that  partially  balance 
the  huge  foreign  currency  inflows  re 
suiting  from  Japan's  terrifying  trade 
surpluses.  The  Japanese  already  hold 
more  U.S.  government  securities  than 
any  other  foreign  country. 

"European  governments  are  fight- 
ing each  other  to  get  Japanese  invest 
ment,  just  like  the  states  in  the  U.S.," 
says  Sam  Nakagama,  head  of  Naka 
gama  &  Wallace  Inc.,  a  New  York 
City-based  economic  advisory  firm. 

Will  the  until-now  polite  and  low 
profile  Japanese  soon  blossom  into  do 
ing  major  corporate  takeovers?  It's  a 
thought  that  occurs  to  a  good  many 
eager  investment  banker  types. 

Japanese  buyouts,  partnerships  and 
other  investments  in  the  U.S.  have 
become  commonplace.  But  similar 
moves  in  Europe  seem  to  stir  some 
xenophobia.  Europeans  are  also  con 
cerned  about  profits  forever  flowing 
back  to  Japan.  One  European  finance 
minister  concedes  that  young  Japa- 
nese today  don't  seem  to  exhibit  the 
industriousness  of  the  current  genera- 
tion of  Japanese  managers.  Then  he 
adds,  "Yes,  but  by  the  time  the  youn- 
ger generation  takes  charge,  they 
won't  have  to  work  so  hard.  We'll  all 
be  working  for  them."  ■ 


OUR  FLEXIBLE  BENEFITS 
COULD  PLEASE  EVERYONE 
IN  THIS  ORGANIZATION. 
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Today's  workforce  is  made  up  of  everything  under 

e  sun— single  workers,  single  parents,  older  workers 

id  two-income  families.  Pleasing  all  of  them  has 

3sed  a  world  of  problems. 

Especially  when  you  consider  what  their  benefits 

3st  employers.  It's  astronomical. 

To  help  bring  these  costs  down  to  earth,  the 

IGNA  companies  developed  a  Flexible  Benefits 

'ogram. 

Ifs  based  on  a  very  simple  concept.  Choice. 
For  employers,  this  means  choosing  how  much 
ey'll  contribute  to  the  cost  of  the  plan,  And  it's 
efined  up  front. 

For  employees,  it  means  tailoring  their  own  plans 
/  picking  and  choosing  from  the  benefits  menu, 
^nefits  that  can  range  from  the  familiar  medical 
nd  pension  coverages,  to  child  care,  vacation  days 
reven  cash. 

Ifs  the  best  of  both  worlds.  Costs  are  now  controlled. 


And  employees  are  now  part  of  the  process.  The 
more  they  understand,  the  more  everyone  stands 
to  benefit. 

But  you're  going  to  need  help  to  make  this 
happen.  And  that's  exactly  what  our  personalized 
service  is  all  about. 

We'll  help  you  and  your  advisors  every  step  of  the 
way.  Through  defining  your  objectives,  designing  the 
plan,  educating  your  employees,  underwriting  the 
benefits.  And  to  make  sure  your  program  runs 
smoothly,  we  provide  ongoing  recordkeeping  and 
administrative  support. 

So  if  your  benefits  lack  universal  appeal,  write  to 
CIGNA  Corporation,  Department  R6,  One  Logan 
Square,  Philadelphia,  PA  19103. 

Because  with  our  Flexible 
Benefits  program  you  can  please 
everyone.  No  matter  where 
they  are  in  the  organization. 


CIGNA 


XEROX 


"Xerox  Desktop 
Publishing  makes 
every  document 

look  like  the  work 


of  a  genius" 


-Leonardo  da  Vinci 


Team  Xerox 


A  lot  of  the  success  you  have  in  selling  your  ideas 
depends  upon  the  success  you  have  in  putting  those 
ideas  on  paper. 

That's  why  we  invented  the  Xerox  Documenter 
desktop  publishing  system.  A  system  that  encourages 
you  to  express  your  original  ideas  quickly,  more  easily 
and  with  better  results. 

Our  Documenter  desktop  publisher  is  built  arounc 
the  Xerox  Workstation.  It  makes  it  easy  to  lay  down 
your  text  in  any  format  you  choose 
In  an  amazing  array  of  typefaces 
and  in  30  languages.  Convert  data 
to  charts.  Create  your  own  graphics.  Enlarge  or 
reduce  any  element.  Then  combine  them,  easily 
revising  the  page  until  its  just  the  way  you  want  it. 

When  youre  satisfied  (what  you  see  on  the  Work- 
station screen  is  what  you  get  on  paper),  you  send  it 
to  the  other  half  of  our  desktop  publisher— the  Xerox 
Laser  Printer.  With  a  mere  button-push,  you  get  fin- 
ished originals  that  come  out  laser-perfect. 

The  Documenter  desktop  publisher  is  another 
Xerox  innovation  designed  to  help  you  put  your  ideas 
on  paper. 

For  more  information,  call  your  local  Team  Xerox 
sales  office  or:  1-800-TEAM-XRX,  extension  291  A. 

Xerox  brings  out  the  genius  in  you. 


Xerox  Corporation,  RO.  Box  24,  Rochester,  NY  14692. 
Show  me  how  to  make  my  documents  look  like  the  work  of  a  genius 

□  Please  have  a  sales  representative  contact  me. 

□  Please  send  me  more  information. 


COMPANY 


TITLE 


ADDRESS 


CITY 


ZIP  PHONE 

Or,  if  you  can't  wait,  call 
1-800-TEAM-XRX,  ext.  291 A 

(1-800-832-6979,  ext.  291A) 
XEROX®  is  a  trademark  of  XEROX  CORPORATION. 


Hexcel  Corp.  makes  materials  that  are 
strong  and  light,  hut  the  company  could  be 
vulnerable  to  a  takeover. 


The  right  stuff? 


By  Marc  Beauchamp 


Our  materials  are  in  every- 
thing that  flies  with  two  or 
more  engines,"  Robert  Witt, 
president  and  chief  executive  officer 
of  San  Francisco's  Hexcel  Corp.,  says 
enthusiastically.  Hexcel  claims  60% 
of  the  Free  World  market  for  a  special 


honeycomb  material  that  aircraft  de- 
signers increasingly  turn  to  for  its 
combination  of  high  strength  and 
light  weight.  The  fuselage  and  wings 
of  Voyager,  the  lightweight  aircraft 
that  will  try  this  month  to  fly  around 
the  world  without  refueling,  are  made 
of  the  stuff. 
Right  now  business  is  booming, 


with  1986  revenues  pushing  towa 
$280  million,  well  up  from  198' 
$235  million.  Witt's  aerospace  cu 
tomcrs  arc  in  the  up  phase  of  the 
cycle.  "I  expect  the  commercial  ai 
craft  business  to  be  good  through  tl 
1980s,  with  the  military  busine 
ramping  up  in  the  late  1980s  and  ear 
1990s,"  he  says. 

Hexcel's  technical  knowhow 
keeping  pace  with  its  customer 
needs.  Each  Boeing  767  that  rolls  a 
of  the  hangar,  for  example,  contan 
about  $600,000  worth  of  Hexcel  m, 
terials,  ten  times  as  much  as  earli 
727  or  707  models.  Witt  recent 
signed  a  two-year,  $25  million  coi 
tract  with  Boeing  to  meet  90%  of  tl 
aircraftmaker's  nonmetallic  hone 
comb  requirements. 

With  plants  in  both  the  U.S.  an 
Europe,  Hexcel  is  well  positiont 
should  Airbus,  another  good  Hcxa 
customer,  win  big  in  the  airliner  war 
Thus,  if  the  aerospace  market  contu 
ues  buoyant,  Witt  figures  Hexcel 
sales  could  nearly  double  by  the  en 
of  the  decade — without  much  he 
from  diversification. 

The  U.S.  Navy  already  uses  abou 
$1  million  worth  of  Hexcel  materia 


Robert  Wilt,  Hexcel  Corp.  's  chief  executive  officer 

In  search  of  new  markets  for  his  superstrong  honeycomb. 


THE  CAR  FOR  PEOPLE 
OTIOSE  MEANS  HAVE  CHANGED 
BUT  WHOSE  VALUES  HAVEN'T. 


Back  when  you  had  pre- 
cious little  in  the  way  of 
means  at  all,  you  may  have 
been  one  of  those  pioneering 
souls  who  bought  a  Volvo. 

It  was  the  perfect  family 
car.  Spartan?  Perhaps.  But 
also  very  sensible.  A  Sherman 
tank  with  room  for  six.  And  a 
growing  reputation  for  dura- 
bility and  safety. 

Both  of  us  have  come  a 
long  way  since  then. 

You,  for  example,  may  have 
reached  that  point  in  life 
where  you  view  a  car  not  as 
a  necessity  so  much  as  a 
reward. 

And  we  have  reached  a 
point  where  we  can  create  a 
car  like  the  Volvo  760  Turbo. 

A  car  that  surrounds  you 
with  every  comfort  a  person 
of  means  could  want  in  a  car. 
A  turbo-charged  phenome- 
non capable  of  embarrassing 
cars  much  more  famous  for 
performance. 

Admittedly,  the  Volvo  760 
Turbo  is  an  indulgence. 

But  underneath youll  dis- 
cover its  still  a  Volvo.  A  totally 
sensible  car  with  an  enviable 
reputation  for  durability  and 
safety. 

A  car  that  lets  you  indulge 
your  senses. 

Without  taking  leave  of 
your  sense. 

VOLVO 

A  car  you  can  believe  in. 


1986  VOLVO  NURIH  AMf  RICA  CORPORATION 


IS  IT? 


It's  the  AT&T  Public  Phone.  And  it  lets 
you  place  whatever  type  of  coinless  call  you 
want  to  make.  Just  insert  your  AT&T  Card 
into  the  slot  and  place  your  call.  Many  of 
the  AT&T  Public  Phones  will  even  give  you 
video  directions  in  four  languages.  What  a 
smart  phone! 

Look  for  the  AT&T  Public  Phones  in  air- 
ports and  hotels.  You  can  use  them  with  or 
without  your  AT&T  Card. 

To  get  your  AT&T  Card,  simply  dial 

1  800  CALL  ATT,  Ext.  229. 


AT&T 

The  right  choice. 


Voyager,  the  lightweight  experimental  ai 
Around  the  world  on  ffexcel  honey 

in  the  radar  systems  on  each  of  it 
new  Ticonderoga-class  cruisers,  an« 
Witt  hopes  to  persuade  the  Navy  t< 
use  more  of  Hexcel's  materials  fa 
bulkheads,  partitions  and  flooring. 

With  all  this  going  for  it,  Hexce 
earned  $1.16  a  share  in  1986's  first 
half,  29%  better  than  a  year  ago,  anc 
full-year  profits  should  hit  $2.30 
share,  representing  a  13%  return  or 
stockholders'  equity. 

Witt's  only  major  problem  is  this 
The  aerospace  business  won't  contin 
ue  on  a  roll  forever.  The  company 
would  dearly  love  to  expand  its  mar 
kets.  Here  it  has  run  into  headwinds; 

In  the  1970s  Hexcel  made  skis  usi 
ing  honeycomb  and  fiber  composite 
materials.  The  skis  found  favor  on  the 
slopes,  but  selling  skis  is  a  lot  differ; 
ent  from  selling  to  the  governmem 
and  aerospace  professionals;  the  ski 
line  was  sold  in  1979.  Hexcel  enterec 
the  medical  field  beginning  in  1974 
with  fiberglass  orthopedic  casts  anc 
later  with  synthetic  ligaments  anc 
tendons.  But  it  couldn't  match  the 
marketing  might  of  3M  and  Johnsor 
&  Johnson  and  recently  sold  most  o) 
its  cast  business.  Tired  of  waiting  foi 
an  FDA  okay  on  its  synthetic  liga- 
ments and  tendons,  Witt  recently  put 
that  business  on  the  block.  "I  likec 
the  medical  business  a  lot  from  the 


1 


Siddle-Gamma  Luisi  in 


t);hnology  standpoint,"  says  Witt, 
ut  decided  that  the  returns 
ilmldn't  be  there.  And  it's  been  cost- 
1  us  a  lot  of  money." 
What  Witt  and  Mike  Costello,  the 
i  neycomb  group's  marketing  and 
i  es  director,  hope  to  do  is  open  new 
t.irkets  for  honeycomb  and  fiber 
imposites  in  transportation  and 
:  siness  machines.  Hexcel  already 
nkes  honeycomb  base  plates  for 
!:rox'  heavy-duty,  top-of-the-line 
piers.  Witt  would  like  to  persuade 
mputer  makers  to  use  Hexcel  hon- 
comb  in  similar  ways.  In  the  trans- 
lation market,  Hexcel  sells  to 
ikers  of  rapid  transit  cars,  mostly  in 
.rope.  U.S.  and  Japanese  automakers 
;  on  his  wish  list. 

Witt's  only  other  major  problem  is 
at  all-too-familiar  threat  of  take- 
er.  Conglomerates  such  as  IC  In- 
stries  and  Textron  have  been  on  the 
iowl  for  aerospace  acquisitions, 
•otes  Seidler  Amdec's  knowledge- 
■  le  aerospace  analyst  John  Simon: 
ndependent  suppliers  to  the  aero- 
ace  industry  arc  becoming  few  and 
r  between."  Which  gives  added  ur- 
incy  to  Witt's  search  for  broader 
arkets  and  continued  growth.  Noth- 
g  keeps  takeover  artists  away  like  a 
insistent  growth  record  and  a  stock 
ice  to  match.  ■ 


If  you  travel  a  lot  you  can  benefit  from 
the  AT&T  Card. 

The  AT&T  Card  will  free  you  from  coins 
and  delays,  give  you  an  itemized  record  and 
AT&T's  lowest  rates  for  state-to-state  call- 
ing, next  to  direct  dialing.  And  it  costs  less 
than  calling  collect,  or  making  coin  calls 
out-of-state. 

So,  if  you  travel  frequently,  get  the  AT&T 
Card.  It's  as  simple  as  dialing 

1  800  CALL  ATT,  Ext.  229. 


AT&T 

The  right  choice. 


©  1986  AT&T 


Why  the  one  thing  to  look  for 
in  selecting  a  firm  to  handle  youi 
equity  offering  is  many  things. 


"CEOs  and  CFOs  are 
knowledgeable  about  rais- 
ing capital  through  equity!' 
This  is  Eric  Dobkin  speak- 
ing. "And  this  is  good  for 
us,  because  usually  they 
have  already  been  thinking 
about  many  of  the  consid- 
erations and  variables  that 
we  talk  to  them  about. 

"They  don't  expect  us  to 
come  in  and  give  them  three 
or  four  little  rules  to  follow. 
They  know  it  will  take  a  lot 
of  specialists  to  structure  a 
transaction.  One  person,  or 
even  one  department,  can't 
do  it  all!' 

Eric  Dobkin  is  one  of  these 
specialists.  The  typical  CEO  or 
CFO  will  be  involved  in  issuing 
equity  once,  maybe  twice,  in  his 
career.  Dobkin,  who  heads  the 
Equity  Capital  Markets  Group  at 
Goldman  Sachs,  lives  deals  like 
this  every  day  of  the  week. 

"90%  of  being  ■■■■■■■ 
the  best  in  this  busi- 
ness!' he  says,  "is 
working  with  the 
best.  You  draw  on 
the  expertise  of  peo- 
ple in  five  or  ten  dif- 
ferent areas.  And  the 

better  they  are  at   

what  they  do,  the  better  the 
chances  of  a  successful  offering!' 

Dobkin  was  asked  to  put 
himself  in  the  CEO's  shoes.  What 
would  he  look  for  in  a  firm  to 
handle  his  equity  financing? 

"Well,  as  CEO,  I  probably 


Gary  Syman,  Mary  Ann  Casati,  Eric  Dobkin  and 
Tom  Tuft:  Equity  Capital  Markets  Group,  Goldman  Sachs. 


know  when  an  equity  offering  is 
something  that  might  make  sense 
for  me.  But  what  I  probably 
don't  know  are  all  the  different 
ways  of  structuring  a  transaction 
today.  And  even  if  all  the  different 
options  were  lined  up  in  front  of 
me,  how  would  I  select  the  best 
^mm^mb  one  for  me? 

"This  selection 
should  be  based  on 
the  judgments  of 
people  who  special- 
ize in  the  many  con- 
stituent parts  of  the 
market — research, 
"  trading,  sales,  in- 
vestment banking,  mergers  and 
acquisitions  and  international. 

"So  if  there  was  one  thing  I, 
as  a  CEO,  would  put  above  all 
others  in  selecting  a  firm  to  han- 
dle my  offering,  it  would  be  to 
look  at  the  total  firm,  to  look  for 


"90%  of 
being  the  best  is 
working  with 
the  best? 


strength  across  the  hi 
"I  know  that  so 
like  the  lamest  kind  of 
itude,  but  it  really  car 
overstressed!' 

To  illustrate  itsi 
portance,  Dobkin 
through  the  step-by- 
mechanics  of  an  eq 
ottering. 

"It  starts  with  a  nee 
a  future  need  that  the  ( 
pany  has.  This  is  a< 
tained  by  our  people 
manage  the  investn 
banking  relationship 
the  company. 

"It  could  be  that 
company  has  done  somet 
that  requires  a  restructuring  0 
balance  sheet.  Maybe  the 
planning  capital  expenditures 
want  to,  in  effect,  prefunc 
specific  requirements.  Maybe 
stock  is  advantageously  pr 
right  now.  Every  situatio 
different. 

"Next  it  comes  to  the  eq 
capital  markets  people.  Peopi 
my  area.  Our  job  is  to  create 
alternatives  in  structuring  a 
cific  transaction. 

"We  draw  on  disciplines  t 
all  over  the  firm  to  put  toge 
alternatives  that  satisfy  the  c{ 
pany's  requirements. 

"We  have  an  area  of exper 
Today  it's  not  just  a  questioi 
debt  instruments  versus  comfl 
stock.  There  are  many  hybrid 
between,  and  new  ones  con 
along  every  week.  We  have  tc 


New  York  Boston  Chicago 


Dallas  Detroit  Houston  Los  Angeles  Mem 


t  knowledgeable  and  current 
nese. 

But  the  real  secret  to  success 
s>ur  area  is  not  our  expertise, 
the  knowledge  we  can  draw 

"We  can't  rely  on  second 
d  information.  It  has  to  be 
if  up-to-the-minute.  When  I 
it  advice  on  institutional  in- 
ors,  I  want  it  from  a  sales  rep- 
ntative  whose  ear  is  still 
m  from  talking  on  the  phone 
ne. 

'Our  trading  department 
es  an  important  contribu- 
These  people  are  making 
kets  and  trading  blocks  of 
k  all  day  long,  every  day. 
en  the  current  shifts — they're 
irst  to  feel  it.  They  give  us  a 
y  real  sense  of  where  the  po- 
ial  investors  are  for  an  issue. 
"We  draw  on  our  investment 
arch  department  ^hmh^h 
n-depth  informa- 
i  about  industry 
ids  and  cycles, 
s  is  crucial  in  for- 
lating  strategies  of 
ing  and  structur- 
The  greatest  idea 

he  world  at  the   

>ng  time  is  a  bad  idea. 
"Mergers  and  acquisitions 
pie  provide  a  perspective  on 
at  effect  the  new  issue  might 
'c  in  making  the  company 
re  or  less  vulnerable  to  a  take- 
r  attempt. 

"The  sales  people  are,  of 


warm. 


"It's  a  global 
market  now. 
Demand  for  U.S. 
shares  is  strong" 


tribute  the  securities.  But  they 
also  help  us  a  lot  in  the  design  of 
the  issue!' 

There  is  a  sign  in  hmhmmh 
Dobkin's  office  that 
says,  "There  are  two 
sides  to  every  trans- 
action!' He  says  he 
keeps  that  thought 
foremost. 

"You  must  craft 

a  transaction  that   

makes  sense  for  the  issuer  and  the 
buyer.  The  most  important  thing 
to  the  issuer  is  that  the  stock  be 
well-placed.  If  it  isn't  sold  to  the 
kind  of  investors  that  represent 
the  right  ownership  profile  for 
the  issuer,  it  can  jeopardize  the 
value  of  the  existing  equity. 

"And  in  working  toward  that 
quality  long-term  placement  it  is 
no  longer  sufficient  to  just  look  at 
the  domestic  market.  Half  the 
■^hm  world's  equity 
values  are  in  the 
United  States,  but 
that's  much  less 
than  what  it  was 
ten  or  even  five 
years  ago. 

"It's  a  global 
  market  now.  In- 
vestment managers  are  now 
looking  far  beyond  national 
boundaries.  An  understanding  of 
their  needs  at  every  moment  is 
very  important  in  structuring 
syndicates  and  mounting  sales 
efforts. 

"If  I  were  a  CEO  I'd  sure  be 


"I  want  advice 
from  someone 
whose  ear  is  still 


irse,  key  in  helping  us  dis-      looking  at  an  investment  bank's 


international  capabilities. 

"Of  course,  you'd  have  to 
look  at  the  firm's  capital  position, 
i^hhbbh  insuring  that  they 
can  adequately 
commit  to  the 
underwriting.  And 
beyond  that,  the 
firm's  excellence  in 
the  wide  range  of 
capabilities  neces- 

  sary  to  draw  on  to 

structure  a  successful  transaction. 
One  that  not  only  serves  the  com- 
pany's immediate  needs,  but  also 
provides  long-term  sponsorship. 
One  that  supports  the  stock  long 
term  by  following  it  through  re- 
search, knowing  the  composition 
of  the  shareholder  base  and  mak- 
ing active  secondary  markets. 

"One  person  can't  do  all  these 
things.  You  have  to  look  at  a  firm 
from  a  total  capabilities  perspec- 
tive. You  want  a  firm  that  does  all 
of  these  things  very  well.  That's 
what's  needed  to  not  only  get  the 
job  done,  but  get  thejob  done  in  a 
way  that  will  best  serve  the  long- 
term  interests  of  the  company  and 
its  shareholders!' 


Goldman 

Sachs 


ami  Philadelphia  St.  Louis  San  Francisco  London 


Hong  Kong  Tokyo  Zurich 


When  a  management  beats  off  the  raiders,  the  stockholders  are\ 
always  the  winners.  Potlatch  Corp.  was  different. 


To  make  your  company 
raider-proof,  run  it  right 


By  Kathleen  K.  Wiegner 

In  June,  Richard  Madden,  chief  ex- 
ecutive of  Potlatch  Corp.,  showed 
up  at  the  Weyerhaeuser  family's 
annual  gathering  in  Santa  Fe,  N.M. 
No,  Madden  is  not  a  Weyerhaeuser, 
but  he  is  responsible  for  a  good  part  of 
their  financial  well-being.  San  Fran- 
cisco-based Potlatch,  the  $950  mil- 
lion (sales)  lumber  and  paper  compa- 
ny, was  started  by  the  same  Frederick 


Weyerhaeuser  who  founded  Weyer- 
haeuser Co.  Some  200  Weyerhaeuser 
family  members  hold  shares  in  Pot- 
latch; four  of  Frederick  Weyerhaeu- 
ser's  descendants  sit  on  the  board. 

What  Madden,  a  former  Mobil  Oil 
executive,  had  to  say  gladdened  the 
family  gathering. 

Some  seven  months  earlier,  Cana- 
da's Belzberg  family,  through  its  Van- 
couver-based First  City  Financial 
Corp.,  tried  to  take  over  Potlatch. 


Crown  Zellerbach  had  fallen  to  Jam 
Goldsmith,  Pacific  Lumber  to  Charl 
Hurwitz.  With  the  stock  slumber 
in  the  mid-30s,  the  Canadians  offer 
$45  and  figured  they  couldn't  miss. 

Predictably,  Potlatch's  board  rcjec 
ed  the  offer.  But  this  is  not  just  anotl 
er  story  of  management  entrenchirj 
itself  at  shareholders'  expense.  Rati 
er,  it  is  a  story  of  foresightful  manage 
ment  determined  not  to  let  some  a| 
set-strippers  grab  valuable  assets 


Potlatch  Chief  Executive  Richard  Madden 

A  good  stock  price  is  better  than  artificial  defenses. 


\J(e  designed  the 
9800  to  grow  the  way 
wur  business  grows. 

*^      Most  businesses  don't  grow  by  leaps  and  bounds. 
They  grow  gradually. 

But  if  you  need  to  add  to  your  mainframe  gradually,  to  keep  up  with  your 
business,  you're  in  trouble. 

You  may  have  to  spend  a  lot  more  money  than  you  want,  buying  a  lot 
more  computer  than  you  need. 

Well,  NCR  is  changing  that. 

If  you  have  an  NCR  9800,  you  can  expand  your  system  in  smaller  slices  than 
with  any  conventional  mainframe. 

And  you  can  custom-fit  the  9800  with  job-specific  modules. 

Which  means,  it  doesn't  matter  if  you  do  more  on-line  transaction  processing, 
or  more  batch  processing,  the  9800  does  both  of  them  more  efficiently  than  other 
computer  systems. 

And  that  can  save  huge  amounts  of  money. 

So,  if  you're  a  growing  company,  the  9800  can  help  keep  you  growing. 

Why  are  we  telling  you  all  this? 

We  want  to  keep  growing,  too. 

For  more  information,  call  1-800-CALL-NCR. 


NCR980QThe  evolution 
of  the  mainframe. 


NCR 


Hitachi's  wide-ranging  technologies  in  energy  (from  left  to  right]: 
nuclear  power  reactor,  generator-motor  solar  energy  development, 
nuclear  fusion  plasma  testing  device,  and  laser-test  ofLPG  gas  combustion 


derating  energy  is  not  simply  providing  kilowatts, 
roust  be  provided  in  quantity,  safely,  efficiently  and  in 
pgreeable  environment. 


world's  need  for  energy  continues  to 
Ifeon:  and  our  wish  to  live  in  safe,  peace- 
Bd  unsullied  surroundings  remains  as 
th  as  ever.  Here  is  how  we  are  working 
rfds  achieving  these  twin  goals. 

tahi's  scientists  are  making  tremendous 
[cess  in  nuclear  fusion,  often  called 
ilessing  the  power  of  the  sun."  Nuclear 
ir  also  has  been  called  the  ultimate 
ay  source  because  it  is  generated  by  a 
ijianism  similar  to  that  of  the  sun.  One 
3!  of  the  fuel  — hydrogen,  deuterium  and 
un— generates  the  same  energy  as  8  tons 
\hk  truck-full)  of  oil. 

•Recently,  Hitachi  played  a  major  role  in 
iipmark  feasibility  experiment  conducted 
1 9  Japan  Atomic  Energy  Research  Insti- 
e  The  experiment  succeeded  in  producing 
i  'St  plasma  for  nuclear  fusion— and 
r|s  us  much  closer  to  having  this  energy 
.  :e  'on  line'  early  in  the  next  century. 
Since  Hitachi's  beginnings  three-quarters 


of  a  century  ago,  we've  become  a  premier 
developer  of  many  energy  sources.  Besides 
hydroelectric  and  thermal  power  plants,  we've 
been  in  nuclear  power  more  than  30  years. 

We  are  also  working  on  solar  energy, 
coal  gasification,  and  new  types  of  batteries 
and  fuel  cells. 

We  link  technology  to  human  needs.  We 
believe  that  Hitachi's  advanced  technologies 
will  lead  to  systems  that  are  highly  produc- 
tive and  efficient  yet  eminently  safe  and 
comfortable.  Our  goal  in  energy-and  com- 
munications, transportation  and  consumer 
electronics  as  well  — is  to  build  products  and 
systems  that  will  improve  the  quality  of  life 
the  world  around. 


0  HITACHI 

Hitachi,  Ltd.  Tokyo  Japan 


ridiculously  low  prices.  Long-term 
goals  are  important,  Madden  says,  but 
only  if  management  can  also  show 
that  those  goals  are  being  supported 
by  deeds  today. 

When  Madden  was  brought  into 
Potlatch  in  1971,  he  had  an  example 
of  what  happens  when  managements 
jump  into  businesses  they  know 
nothing  about:  Potlatch  was  in  20 
businesses  as  diverse  as  corrugated 
containers  and  modular  buildings. 
Wisely,  therefore,  he  eschewed  the 
flashy  stuff,  dumped  most  of  Pot- 
latch's  old  diversification  and  focused 
on  four  basic  product  lines:  bleached 
pulp  and  paperboard  for  packaging, 
coated  printing  papers,  private  label 
tissue,  and  lumber  and  structural  pan- 
els. Starting  in  1976,  when  cash  flow 
was  gushing,  he  spent  more  than  $1 
billion  over  the  next  decade  to  devel- 
op the  company's  1.4  million  acres  of 
timberland  and  to  build  and  improve 
mills  to  better  utilize  the  timber. 

Came  the  early  1980s,  and  profits 
were  harder  to  come  by.  Madden  in- 
stituted a  companywide  cost-cutting 
program,  trimming  employees  and 
successfully  negotiating  with  his  la- 
bor unions  in  Idaho  for  wage  conces- 
sions, saving  the  company  $11  mil- 
lion annually.  "Potlatch  was  one  of 
the  first  companies  in  the  forest  prod- 
ucts business  to  really  hunker  down 
in  the  early  1980s,"  says  Sherman 
Chao,  a  Salomon  Brothers  analyst. 

Thanks  to  Madden's  spending  and 
cost-cutting,  Potlatch's  cash  flow 
stayed  strong.  But  its  earnings  bore 
the  weight  of  depressed  paper  and 
lumber  prices.  No  matter  how  many 
right  moves  an  executive  makes,  it  is 
all  for  naught  unless  Wall  Street  un- 
derstands. In  this  case  Wall  Street  did 
not  understand,  and  the  stock  lan- 
guished at  just  under  five  times  cash 
flow.  Licking  their  chops,  the  Belz- 
bergs  moved  in  for  the  kill. 

Here's  how  Madden  expresses  the 
frustration  he  felt:  "There  are  times  in 
the  business  cycle  when  someone 
sees  where  they  can  capitalize  on  a 
company's  future."  Madden  was  real- 
istic enough  to  know  that  not  all 
shareholders  shared  his  optimism  and 
would  prefer  to  take  Belzberg  money. 
So,  as  it  rejected  the  Belzbergs'  offer, 
Potlatch's  board  also  voted  to  repur- 
chase up  to  20%  of  the  company's 
15.4  million  shares  outstanding  from 
any  shaieholders  who,  impatient  of 
the  future,  wanted  to  cash  out.  In  this 
way,  Potlatch  bought  in  1.3  million 
shares,  at  an  average  price  of  $42.75. 
With  that,  Madden  knew  he  had  prob- 
ably drawn  most  of  the  stock  in  weak 
hands.  The  Belzbergs  knew  it,  too, 
and  were  faced  with  the  choice  of 


becoming  long-term  investors  (hor- 
rors!) or  settling  for  a  modest  green- 
mail  profit.  They  opted  for  the  latter 
and  sold  their  1.1  million  shares  to 
Potlatch  at  $43  a  share. 

Most  impressive  of  all,  when  one 
remembers  the  sad  stories  of  Unocal 
and  Phillips  Petroleum,  Madden  was 
able  to  resist  the  raiders  without 
smothering  Potlatch  in  debt.  The 
company's  long-term  debt  rose  only 
modestly,  from  33%  of  total  capital  to 
42% — not  out  of  line  with  the  rest  of 
the  capital-intensive  forest  products 
industry.  It  is  back  to  39%,  a  result  of 
refinancing  and  stronger  earnings. 

What  about  shareholders  who  kept 
the  faith?  How  have  they  fared?  Hand- 
somely— as  the  smiling  Weyer- 
haeusers  attested.  When  Madden 
traveled  to  that  family  gathering  in 
June,  he  was  able  to  report  that  first- 
quarter  earnings  were  up  19%  and 
that  Potlatch's  stock  was  up  to  50. 

Since  then  it  has  risen  further:  to 
56.  Eat  your  hearts  out,  Belzbergs. 

The  Belzberg  affair  behind  him, 


Madden  can  again  devote  full  timu 
running  his  company.  "There  are  n 
competitive  realities  that  in  parti) 
lar  affect  the  forest  products  ind 
try,"  says  Madden.  "More  than  c 
we  have  to  change.  We  have  to 
competitive  in  a  broad  spectrum 
economic   conditions."  Madden 
still  spending — $75  million  on  a  pa] 
machine  in  Potlatch's  Cloquet,  Mil 
coated  printing  paper  plant,  $70  n 
lion  to  upgrade  product  quality  at  C 
Lewiston,  Idaho  pulp  and  paper  mi 
But  there  will  be  no  major  capac 
additions  at  a  time  when  the  indusi 
already  has  more  capacity  than  c 
mand.  Like  a  wise  farmer,  Maddl 
has  decided  to  cultivate  his  existii 
fields  more  intensively  rather  ia 
rushing  out  to  buy  more  land.  C 
scant  revenue  growth  this  year,  Pi 
latch  will  probably  earn  around  $4, 
a  share,  about  double  last  year's  eaj 
ings.  A  well-run  company  with  a  goi 
stock  price  is  a  lot  more  raider-prc 
than  a  poorly  run  company  with  an 
ficial  defenses.  ■ 


Freeport,  Ill's  Newell  Co.  has  swallowei 
dozens  of  small  companies.  In  Anchc 
Hocking  it's  after  bigger  fish. 


Of  pots  and 
paintbrushes 


By  Ruth  Simon 


Iet  the  sharks  stalk  ailing  com- 
_  panies  for  their  break-up  value. 
I  Daniel  Ferguson  has  a  different 
strategy. 

Ferguson  is  vice  chairman  of  New- 
ell Co.,  a  leading  seller  of  housewares 
and  do-it-yourself  supplies.  Newell 
(1985  sales,  $350  million)  buys  slug- 
gish companies  that  produce  brand- 
name,  but  low-cost,  products — the 
staples  of  mass  retailing.  Then,  the 
record  shows,  it  boosts  earnings  and 
revenues  by  sheer  management  sav- 
vy. Most  of  these  companies  have 
been  small  fish,  but  Newell's  appetite 
is  growing  fast.  Ferguson's  latest  tar- 


get is  Anchor  Hocking  Corp.,  a  trol 
bled  glassmaker  twice  Newell's  size 

Originally  a  maker  of  brass  curtai 
rods  and  other  window  furnishing 
Newell  today  sells  everything  froi 
pots  to  paintbrushes.  Its  product  lin< 
include  Mirro  and  Foley  (cookware 
Boye  (knitting  needles),  Counselc 
(bathroom  scales)  and  BernzOmat: 
(propane  torches)  as  well  as  the  orig 
nal  Newell  window  hardware. 

It  only  sounds  like  a  grab  bag.  All  i 
them  are  first  or  second  in  mark* 
share  in  their  categories  and  thus  hav 
a  steady  appeal  to  volume  retailer 
"It's  actually  a  very  narrow  marke 
niche,"  says  Robert  Katz,  a  corporal 
strategy  consultant  and  Newell  diret 
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FORBES  1986 
EXECUTIVE 
HOLIDAY  GIFT 


rIVE  THE  ONE  YOU  LOVE  A 
HARVEYS  NIGHT. 


Y '11  appreciate  the 
i  )Oth,  rich  taste,  and 
r  sophisticated, 
c  lantic  intimacy  that 
c  les  with  Harveys 
5  ;tol  Cream. 


I  ;end  a  gift  of 
iveys  Bristol  Cream 
I  -where  in  the  US, 
I  1-800-238-4373 


j  e  them  a 
H  -veys  Night. 


/eys®  Bristol  Cream® 
•  ky.®  1986. 

r  ortcd  by 
■  blein  Inc., 
:  tford,  CT. 
I  )roof 


INTRODUCING  THE 
POLAROID  SPECTRA  SYSTEM. 


A  revolutionary  photographic  system- camera,  film, 
accessories  and  laser-copy  prints  and  enlargements 
-that  captures  reality  more  brilliantly  and  vividly 
than  we've  ever  done  before.  It's  the  Christmas  gift 
you  could  never  give  before.  For  more  information, 
call  1-800-225-1384. 


©  1986  Polaroid  Corp.  "Polaroid"®  Spectra™ 


i 
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HENNESSY  X.O 

Aged  in  Limousin  oak  casks  for  an  average  of  35-50  years, 
Hennessy  X.O  is  a  Cognac  of  great  finesse  and  distinction, 
with  a  very  full  nose  and  subtle  and  mellow  taste.  It  is  the 
product  of  skillful  and  delicate  blending  from  Hennessy's 
vast  reserves  of  aged  Cognacs.  Hennessy  X.O  is  packed  in 
a  handsome  gift  box  year-round. 


THE  GIFT  THAT 
GETS  YOU  PLACES 

The  Executive  Map  Library  by  TravelVision. 
A  handsome,  gold-embossed,  hard-bound  case  containing 

25  full-color  maps  of  all  50  states.  Plus,  two  regional 
maps,  a  United  States  map,  a  world  map  and  a  special  ma| 

of  Washington,  D.C.,  complete  with  a  reference  index.  ] 


To  send  a  gift-wrapped  Map  Library 
or  for  more  information  call  toll  free:  1  (800)  FOR- MAPS. 
Visa  and  MasterCard  accepted.  $29.95  each. 


The  new 

VOICE  DIALER  TELEPHONE™ 


Dials  a  number  when  you  speak  a  name 

Now  dialing  is  as  easy  as  picking  up  the  phone  and 
speaking  a  name.  One-hundred  name  capability  makes 
Voice  Dialer  a  telephone  for  the  whole  family. 

Programming  names  is  simple- Voice  Dialer  guides 
you  with  intelligent,  spoken  instructions.  ($249.95  plus  ship) 

Call  1-800-345-3553 
In  Calif.  (408)  984-1952 


Make  The  Past  A  Great  Preseu 

The  American  Heritage  Collector's  Editio 

American  Heritage  Magazine's  Collector's  Edition  can  mak« 
the  past  a  great  present.  Each  volume  is  a  beautiful  keepsaU 
rich  with  award-winning  editorial  that  illuminates  the 
American  experience.  Hard-cover  bound,  with  gold  letter- 
ing and  plush  padding,  the  American  Heritage  Collector's 
Edition  is  a  superlative  addition  to  any  family  's  library  To 
receive  your  one-year  subscription  for  $45  in  time  for  the 
holiday  season,  call  today  toll-free:  1-800-341-1522. 
In  Maine,  call  collect  (207)  236-2896 


sonal  copiers  for 
ery  personality 


Canon's  new  personal  copiers 
go  wherever  you  go. 


portable  PC-3  is  smaller,  lighter  and  comes  in 
fashion  colors.  For  economical  personal 

^ying  at  home,  the  office,  or  wherever  work 

;s  you. 

1-800-OK-CANON 


Partagas  Premium  Cigars. 

The  secret  of  Partagas  is  time.  It  takes  almost  three  years 
to  make  these  finest  of  all  imported  premium  cigars,  for 
they  are  made  by  hand  from  the  best  tobaccos  in  the 
world.  The  finest,  longest  filler  leaves  from  the  Caribbean. 
The  darkest,  leafiest  binder  leaves  from  Mexico.  The 
richest,  costliest  wrapper  leaves  from  the  African 
Camerdons.  All  in  one  incomparable  smoking  experience 
after  another. 


ive  Yourself  The  World. . . 

1  connoisseur's  guide  to  the  world's  most 
enchanting  and  unspoiled  places.  Each 
onth  we  provide  you  independent  reports 

on  a  dozen  exclusive  resorts  and 
ixecutive  retreats  where  you  can  unwind 

in  marvelous  comfort  and  seclusion. 
Best  rooms,  setting,  ambience,  cuisine, 
service  and  leisure  amenities  evaluated 
in  lively  detail.  Ten  issues.  $59. 
Sample  on  request. 


Send  champagne,  wines,  spirits,  and 
gift  baskets  as  easily  as  flowers  almost 
anywhere  in  , 

the  world.         m  **•  corporate 

n    I,.,    onn  I  IB  CATALOGS 

Call   I  -OUU-  B  AVAILABLE 

UPON 
REQUEST. 


BE-THERE 
(1-800-238- 
4373) 

Include  your 
personal  mes- 
sage. Corpo- 
rate discounts. 
All  major 
credit  cards. 


CALL  1-800-BE-THERE™ 

1983  800  Spirits,  Inc.  Hackensack,  N.J.  07601  void  where  prohibited. 


Newell  buys  sluggish 
companies  that  produce 
brand-name,  but  low-cost, 
products  that  are  number 
one  or  two  in  their 
markets — the  staples  of 
mass  retailing.  Then,  by 
sheer  management  savvy, 
it  boosts  earnings 
and  revenues. 


tor  since  1974.  "Every  one  of  them 
goes  through  the  same  channels  of 
trade."  K  mart  and  Wal-Mart  together 
account  for  22%  of  sales. 

A  marketing-driven  .  company, 
Newell  is  always  on  the  lookout  for 
new  products  to  boost  its  clout  with 
customers.  Last  year  alone  Newell  ac- 
quired or  invested  in  four  companies, 
including  Wm.  E.  Wright,  a  manufac- 
turer of  ribbon  and  lace. 

So  far  the  strategy  has  worked 
swimmingly.  Newell's  earnings  have 
grown  20%  annually  over  the  past 
decade  and  return  on  equity  has  aver- 
aged 18%.  The  company  should  earn 
$23  million,  or  about  $2.05  per  share, 
in  1986.  But  its  stock  has  fallen  fur- 
ther than  others  in  its  sector,  and  now 
trades  around  1 1  points  below  its  52- 
week  high  of  36V4. 

Newell's  chief  strategist  is  Dan  Fer- 
guson, 59,  a  Stanford  M.B.A.  who  got 
his  start  in  manufacturing  and  has  run 
the  company  since  1965. 

Ferguson,  whose  father,  Leonard, 
preceded  him  as  Newell's  president, 
obviously    figures    that  Lancaster, 


Ohio-based  Anchor  Hocking,  the 
leading  U.S.  manufacturer  of  glass- 
ware (estimated  sales  this  year,  $720 
million)  can  stand  an  injection  of  sav- 
vy. Its  tableware,  accounting  for  35% 
of  sales,  has  taken  a  beating  from  im- 
ports and  is  the  chief  reason  Anchor 
earned  a  mere  $2.4  million  last  year 
after  losing  $21.9  million  in  1984. 

Newell  now  owns  about  6%  of  the 
company  and  has  an  okay  from  the 
Federal  Trade  Commission  to  boost 
its  stake  to  25%.  With  its  $350  mil- 
lion market  capitalization,  Anchor 
would  certainly  be  tough  for  Newell 
to  swallow  in  a  single  bite.  "The  size 
doesn't  bother  me,"  counters  Fergu- 
son. "The  numbers  are  larger  but  the 
concept  is  the  same.  We're  building  a 
package  of  products  for  mass  mar- 


keters." Ferguson  could  f inane 
25%  interest  in  Anchor 
Newell's  existing  credit  lines, 
Robert  W.  Baird  &.  Co.  analyst  Ti 
thy  Reiland.  Besides,  Anchor  ( 
have  one  division  that  doesn't  fit 
Newell  mold,  a  $180  million  (& 
packaging  products  unit  that  rru 
metal  and  plastic  closures  and  c( 
be  sold  to  pay  down  debt. 

Anchor  has  not  bought  a  wela 
mat.  Ferguson  has  met  twice  v 
Anchor  President  J.  Ray  Topper, 
an  Anchor  spokesman  says  no  furl 
meetings  are  planned.  In  July,  be) 
it  learned  of  Newell's  interest 
chor  adopted  a  poison  pill  that  wd 
allow  existing  shareholders  to  buy 
ditional  shares  at  a  discount.  It  mi 
fied  its  defenses  in  September  so  tt 
the  rights  could  be  triggered  upon 
acquisition  of  30%  of  Anch 
shares.  Ferguson  seems  less 
awed  by  these  maneuvers.  He  pre! 
friendly  takeovers  but  isn't  likely 
shy  away  from  a  fight. 

Newell  certainly  seems  to 
been  preparing  for  bigger  things 
March  it  strengthei 
its  financial  posit 
with   a    $42  mil 
stock  offering  and 
conversion  of  $28  n 
lion  in  bonds  that 
debt-to-equity  fri 
67%  to  18%.  The  cc 
pany  also  got  itseL 
new  president,  fonj 
AMF    President  W 
Ham  Sovey.  He  brii 
experience  runni 
larger  companies 
gives  Ferguson, 
moved  up  to  vice  ch 
man,  more  time  to  cd 
centrate  on  strategy 
Could  Newell  its 
be  bought?  That's 
likely,  at  least  for  no 
The  Newell  family  and  other  insidi 
own  about  30%  of  the  company, 
Phoenix'  Western  Savings  &  Lo 
owns  another   15%.  But  Westei 
which  bought  its  stake  in  1982, 
nounced  plans  to  sell  its  shares  tl 
summer  and  then  backed  off  after 
market  dropped. 

But  don't  expect  Ferguson  to  sti 
running  for  cover  once  Western  cas 
es  out.  "Dan  doesn't  believe  in  gold 
parachutes  or  any  of  that  kind 
stuff,"  says  Western  President  Ga 
Driggs.  "He  wants  his  performance 
be  justified  on  what  the  compai 
does." 

That  makes  Newell  a  company 
keep  your  eye  on.  If  Dan  Fergu 
stays  true  to  form,  more  acquisitioi 
lie  ahead.  ■ 


Frequent 
Flyer. 


Fokker  100.  Sized  right  to  generate  growth. 


ther  airliner  offers  the  high  yield, 
frequency  capability  of  the  Fokker  100. 
00-seat  capacity,  combined  with  excep- 
ally  low  DOC,  results  in  a  surprisingly 
break-even  load  factor  bigger  jets  can't 
ch.  Hub-and-spoke  or  nonstop  city  pairs 
i  be  flown  at  greater  frequencies  with- 
sacrif  icing  yields. 

his  high-tech  airliner  is  an  innovative 
rketing  tool  to  outmaneuver  competi- 
5.  It  delivers  favorable  passenger-mile 
snue  on  short  up-and-down  systems  as 
I  as  medium-range  routes.  And -in  a 


fleet  with  larger  jets -it  mixes  well,  profit- 
ably flying  off-peak,  low-density  flights  and 
feeding  long  hauls. The  FokkerlOO  answers 
the  demand  to  provide  higher  frequencies 
at  lower  cost. 

Give  your  airline  unfair  advantages. 
The  Fokker  100. 


Fokker 
Amsterdam 
Holland 

Fokker  Aircraft  U.S.A.,  Alexandria,  Virginia 
Fokker.  Melbourne,  Australia 


Swissair.  KLM.  USAIr.  ILFC. 

The  right  choice  of  aircraft  keeps  a  leading  company  a  leader 


Payroll 


Gen 


Butin«it  Family 


IBM 
BUSINESS 


Simply  the  best  PC  accounting 


The  new  IBM  Business  Adviser. 

As  any  technology  grows  up,  there  sometimes 
are  leaps;  new  ideas  that  surprise  the  expected 
order  with  unexpected  improvement. 

IBM's  Business  Adviser  is  one  of  those  leaps. 

Now  that  Business  Adviser  is  here,  other 
"integrated"  accounting  programs  will  have  to  start 
looking  for  a  new  adjective.  Business  Adviser  gives 
integration  new  meaning. 

Like  other  PC  accounting  software,  it  comes 
as  separate  modules:  General  Accounting, 
Accounts  Payable,  Accounts  Receivable,  Payroll 
In  ventory  Control,  and  Order  Entry. 

But  similarity  ends  there  because  with 
Business  Adviser  there  are  no  boundaries  betw  een 


units.  Even  with  all  its  modules  in  place,  Busines 
Adviser  behaves  as  one  application. 

Your  passage  from  Payroll  to  Accounts  Rea 
able,  for  example,  is  intuitive.  Instead  of  switchin 
from  module  to  module,  you  go  by  menu  from  ta 
to  task.  You  think  only  about  the  job  at  hand,  not 
which  module  ought  to  do  it 

You  can  even  leave  one  task  unfinished,  swi 
to  another,  then  return  to  the  first  one  exacdy  wh 
you  left  off. 

There's  more.  Any  change  entered  anywher 
in  Business  Adviser  automatically  updates  and 
recalculates  everv  related  entry  everywhere  else. 
You  don't  press  any  special  buttons;  it  just  happei 

This  is  real-time  posting.  Your  account 
balances  and  inventorv  files  will  alwavs  reflect  th 


ounting 
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Accounts  Receivable 


re  weVe  ever  put  our  initials  on. 


Kst  information. 

Also,  Business  Adviser  not  only  works  on  IBM's 
leal  Area  Networks,  it  takes  special  advantage  of 
i|;m.  It  allows  different  people  at  different  PCs  to 
Hrk  in  the  same  files  at  the  same  time.  (But  not  just 
i\y  files.  A  powerful  yet  polite  "need  to  know"  secu- 
ry  system  is  built  in.) 

Another  nice  thing,  Business  Adviser  works 
m  way  you  do.  It  uses  business  language  instead  of 
counting  language.  Lets  you  customize  financial 
[  oorts.  Performs  complex  tasks  with  few  keystrokes 
i  stead  of  many. 

You're  not  locked  into  pre-set  billing  periods. 
iu  can  print  one  report  as  you  revise  another,  and 
en  new  accounts  while  you  update  old  ones. 
You  even  get  90  days  of  free  telephone  help, 


direct  from  IBM.  Just  remember  to  register  when 
you  pick  up  your  first  module. 

And  these  are  just  highlights. 

lb  our  knowledge,  there's  never  been  PC 
accounting  software  so  rich  in  function,  or  so  flex- 
ible and  usable. 

To  learn  more,  visit  an  Authorized  IBM  PC 
Dealer.  For  the  one  nearest  you,  and  a  free  brochure, 
call  1-800-447-4700.  In  Alaska,  1-800-447-0890. 


Personal  Computer  Software 


©Copyright  IBM  Corporation  1986 


The  good  news  about  this  company  isnt 
on  the  income  statement  or  the  balance 
sheet.  It's  in  the  warehouse. 


Golden 
opportunity? 


By  Mary  Kuntz 


When  it  comes  to  problems, 
Handy  &  Harman,  the  $560 
million  (sales)  New  York- 
based  metals  company,  has  plenty. 
The  119-year-old  firm  has  manufac- 
turing interests  across  a  range  of 
struggling  businesses,  from  automo- 
bile radiators  to  parts  for  oil  drill  rigs, 
and  the  firm's  sagging  earnings  show 
the  results.  It  was  in  the  red  in  the 
first  half,  and  full-year  expectations 
are  10  cents  per  share.  On  balance,  the 
stock  has  gone  nowhere  for  years. 

Yet  buried  in  the  company's  ac- 
counts are  some  assets  that  have  at- 
tracted an  impressive  array  of  gilt- 
edged  investors,  including  Ezra 
Zilkha,  Philip  Carret  and  Warren  Buf- 
fett.  "We  consider  Handy  &  Harman 
one  of  our  core  holdings,"  says  a  top 
executive  at  Carret  &.  Co.,  the  invest- 
ment firm.  Buffett  controls  17.2%  of 
the  13.8  million  outstanding  shares. 
Zilkha  interests  own  3.9%. 

What  do  these  astute  investors  see 
in  Handy  &.  Harman?  A  mountain  of 
gold,  silver  and  platinum,  most  of 
which  is  currently  carried  on  the  com- 
pany's balance  sheet  at  prices  at  least 
50%  below  market.  The  precious 
metals  are  basic  to  Handy  &  Har- 
man's  core  business,  which  is  the  re- 
fining and  fabricating  of  these  metals, 
and  they  are  even  more  important  as 
the  company's  investment  attraction. 
On  the  basis  of  a  recent  183A  per  share, 
investors  in  Handy  &  Harman  thus 
get  a  precious  metals  inventory  worth 
almost  $17.50  per  share,  with  all  the 
company's  other  assets  and  opera- 


tions thrown  in  effectively  for  free. 

Under  last-in,  first-out  accounting, 
320,000  ounces  of  gold  and  18  million 
ounces  of  silver  in  Handy's  inventory 
are  carried  on  its  balance  sheet  at  $76 
million,  about  $165  million  below  the 
current  market  value.  Behind  every 
100  shares  of  the  stock  stands  about 
2.3  ounces  of  gold  and  130.4  ounces  of 
silver. 

In  other  respects,  Handy  &  Har- 
man's  prospects  don't  look  encourag- 
ing. Sales  for  the  first  half  of  the  year 
were  $281  million,  down  from  1985's 
depressed  $288  million.  Net  income 
showed  a  loss  of  $4.8  million,  or  16 
cents  per  share,  compared  with  a 
$10.2  million  profit  in  the  same  peri- 
od of  the  year  before. 

Why  the  red  ink?  In  1981  the  com- 
pany's current  chief  executive,  Rich- 
ard Daniel,  began  spending  heavily  to 


upgrade  and  expand  businesses 
quired  during  the  mid-1970s  in  an 
fort  to  move  away  from  reliance 
precious  metals  businesses.  In 
process,  long-term  debt  jumped  fri 
$56.7  million  to  $124.5  null] 
There  were  investments  in  precis 
stamping  and  electroplating  for 
computer  industry.  Money  was  sp 
to  expand  the  manufacture  of  sped 
ty  wire  and  tubing  for  such  industi 
as  oil  drilling  and  aircraft  manutact 
ing.  The  firm  even  expanded  a  bu 
ness  supplying  replacement  radiat 
for  the  U.S.  automobile  market, 
the  investments  seemed  prudl 
enough  at  the  time,  but  Handy  &  H 
man  had  the  bad  fortune  to  mf 
them  just  when  those  industries  w 
about  to  weaken. 

On  the  basis  of  earnings  prospe 
alone,  the  stock  hardly  looks  che 
especially  when,  at  I8  V4  per  share 
is  selling  at  nearly  twice  a  stated  be 
value  of  $9.50.  But  the  compan 
break-up  value  seems  almost  50 
higher  than  the  market  price.  Hei 
the  math: 

Start  with  $17.50  per  share  in  p 
cious  metals  inventories,  add  in  wl 
analyst  Mark  Keller  of  A.G.  Edwai 
estimates  to  be  another  $20  per  shi 
in  plants,  equipment  and  other  inv< 
tories.  Next,  throw  in  a  bit  more  tb 
$2  per  share  from  a  $30  million  exci 
in  the  company's  pension  plan, 
subtract  $9  per  share  in  debt  and 
counts  payable.  Result?  A  meltdo' 
value  approaching  $30  per  share. 

The  assets  are  attractive  in  th 
own  right,  but  the  company  would 
even  more  appealing  if  manageme 
could  somehow  add  even  a  little 
ter  to  earnings — and  maybe  it  < 
Though  precious  metals  have  been 
a  slump,  gold  is  rebounding,  and 
prices  rise  the  company  will  be  able 
charge  more  for  its  refining  servic; 
which  are  billed  on  a  percentage  bas 
Meanwhile,  the  two-year  capi 
spending  drive  is  now  about  over,  ai 
returns  are  beginning  to  flow  bao 
For  example,  a  new  manufacture 
plant  in  Angola,  Ind.  came  on-li 
earlier  this  year  and  is  now  supplyi 
components  for  fuel  injection 
terns  to  both  Ford  and  Chrysler. 

Whether  it  makes  it  as  a  going  cc 
cern  or  ends  up  in  the  hands  of  liquic 
tors,  Handy  &  Harman  seems  to  be  0 
of  those  rare  companies  in  which 
is  hard  to  see  how  shareholdt 
lose  either  way.  ■ 
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OYOTA  CAMRY 


OPENING  A  NEW  DIMENSION 

Camry  comfort  throughout  with  deep  velour 
upholstery.  New  dimensions  in  space,  comfort, 
styling.  65.1  cu.  ft.  of  easily  loaded  flat  cargo 
area  with  split  rear  seatbacks  folded  down. 


W  CAMRY 
-IE  MOST 
DOUBLE-FREE  CAR 
>  NOW  AWAGON. 

e  all-new  Toyota  Camry  Wagon  is  here,  and  it  surpasses 
j  ling  you've  seen  or  driven. 

I  spired  by  Camry,  the  most  trouble-free  new  car  sold 
d  2  U.S.?  Camry  Wagon  brings  a  new  dimension  to  quality  - 
i  eliability. 

efficient,  new  16-valve  engine  assures  responsive  per- 
f  ance,  rapid  acceleration  and  effortless  highway  cruising. 
i  ry  Wagons  front-wheel  drive  provides  greater  control 
I  /ariety  of  weather  conditions,  and  its  suspension  is 
|j  leered  for  a  quiet,  comfortable  ride.  Camry  Wagon, 
f  gned  for  total  customer  satisfaction,. 
i  built  to  achieve  it. 


y 


SHAPING  THE  FUTURE 

Camry  Wagon's  fluid  lines  are  sleek 
contemporary  and  aerodynamically 
functional  as  well.  Both  Camry  Wagon  and 
Camry  Sedan  are  shaped  to  slip  through 
the  wind  and  hug  the  road. 


5  * 
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on  problems  encountered  in  first  90  days  of 
ship— |.D.  Power  &  Associates  1985  New  Car 
Quality  Survey. 

)  Toyota  Motor  Sales,  U.S.A..  Inc. 


COULD  ASK  1 
FOR  ANYTHING 
MORE! 

Get  More  From  Life . . .  Buckle  Up! 


OT 


New  IRA  rules  - 

T.  Rowe  Price  helps  you  maj 


For  income,  growth  and  safety,  it's  T.  Rowe  Price  across  the  boa 


The  ERA  rules  haven't  changed  for  tax  year  1986 — 
you  can  still  get  up  to  a  $2,000  deduction— but 
the  rules  will  be  new  for  1987  and  beyond.  So 
what  types  of  ERA  investments  should  you  make? 

Call  T.  Rowe  Price,  the  ERA  experts.  We  offer 
a  wide  range  of  mutual  funds  to  help  you  meet 
your  financial  goals  and  achieve  the  proper  bal- 
ance of  income,  growth  and  safety. 

Make  your  next  move  the  right  move.  Our 
ERA  specialists  can  help  you  choose  the  T.  Rowe 
Price  fund  or  funds  that  are  right  for  you.  Here 
are  eight  funds  you  might  be  particularly  inter- 
ested in  this  year. 


For  income:  Put  your  money  where  the 
higher  yields  are 

Funds  that  emphasize  income  aim  to  provide 
with  a  consistent  and  rewarding  rate  of  retur 
We  offer  a  variety  of  income  funds— both  boi 
and  equity  investments— to  choose  from. 

The  High  Yield  Fund  is  managed  to  offe 
the  highest  available  yields.  By  aggressively  i 
vesting  in  medium-to-lower  quality,  longer  te 
bonds— traditionally  a  higher  yielding  segme 
the  bond  market— this  Fund  seeks  to  consist! 
deEiver  high  levels  of  income. 

Our  GNMA  Fund  invests  primarily  in  "C 
nie  Maes"— quality  mortgage-backed  securit 
which  are  100%  guaranteed  by  the  U.S.  Gove 
ment  for  timely  payment  of  interest  and  prin« 
The  Equity  Income  Fund  offers  income  p 
the  potential  for  capital  growth.  Our  most  coi 
servative,  high  yielding  stock  fund,  it  invests 
high-quality  stocks  paying  well-above-averag 
dividends. 


*  I  ne  Fund's  principal  is  not  insured  and  yield  will  fluctuate  as  market  conditions  change.  T.  Rowe  Price  Investment  Services.  Inc..  Distributor.  Member.  SIP(M 


winning  moves 


\pi;RA  growth:  Discover  outstanding 
>  ntunities  at  home  and  abroad 

y  1  want  capital  appreciation,  and  can  accept 
t  er  risk,  you  might  be  interested  in  one  or 
cf'  of  these  four  growth  stock  funds. 

he  New  America  Growth  Fund  invests  in 
d  ersified  portfolio  of  companies  operating  in 
c  rica's  service  industries,  including  financial 
s  ees,  retailing,  health  care,  and  tourism, 
r  ig  others. 

he  International  Stock  Fund  invests  in 
a  ng  companies  in  Europe  and  the  Pacific 
a:  "i.  It  puts  you  in  an  excellent  position  to 
ji  fit  from  worldwide  growth. 

he  Growth  Stock  Fund  seeks  out  well- 
rtolished  growth  companies  in  pursuit  of  long- 
r  capital  appreciation  and  increasing  future 
h  lends. 

I  he  new  Capital  Appreciation  Fund  has  a 

r  e-minded  goal:  to  build  capital.  It  aggres- 
v.y  pursues  this  aim  through  a  value-oriented 
rr  opportunistic  investment  program. 

o  IRA  safety:  Money  funds  give  you 
o  petitive  yields  and  stability 

I<  ey  funds  allow  you  to  protect  your  principal, 
n  achieve  high  yields  within  that  conservative 
•a  ework.  If  stability  is  your  top  priority,  a 
k  ey  fund  IRA  may  be  an  excellent  choice. 

)ur  Prime  Reserve  Fimd  is  the  largest  and 
k  st  of  our  five  money  funds.  It  seeks  to  main- 
u  a  stable  net  asset  value  and  deliver  high 
J  ?nt  income. 


We  make  IRA  investing  easy—  /  AA/^ 

with  no  sales  charges! 

T.  Rowe  Price  is  a  leader  in  offering  mutual  funds 
for  retirement  investing.  We  currently  have  15 
Funds  that  are  available  for  IRAs,  each  with  a  low 
$500  minimum  investment.  Our  wide  range  of 
services  includes: 

•  No  charge  to  buy  or  redeem  shares  at  the  then 
current  net  asset  value 

•  Free  automatic  reinvestment  of  dividends 

•  Free  exchange  among  T.  Rowe  Price  Funds 

•  Easy  transfer  and  rollover 

•  Automatic  payroll  deduction  plans 

•  24-hour  toll-free  account  information 

•  Quarterly  financial  newsletter 

•  Discount  Brokerage  Service  for 
Self-Directed  IRAs 

Don't  miss  out  on  your  1986  deduction! 

The  rules  haven't  changed  for  tax  year  1986— you 
can  still  receive  up  to  a  $2,000  deduction  if  you 
open  your  IRA  by  April  15, 1987!  Make  the  in- 
come, growth  or  safety  move  that's  right  for  you. 
Call  toll  free,  weekdays  8:30  am  to  8  pm,  Sundays 
10  am  to  4  pm  EST:  1-800-1 RA-5000. 


TRoweRice 

Invest  With  Confidence 
Send  for  your  free,  updated  IRA  Planning  Kit! 


Mail  to:  T.  Rowe  Price 

100  East  Pratt  Street,  Baltimore,  MD  21202 

Please  send  me  prospectuses  for  the  Fund(s)  indicated, 

with  more  complete  information,  including  manage - 


Investing 
for  your 
hrhirewith 
confidence 


them  carefully  before  I  invest  or  send  money.  ^ 

Please  fill  in  Fund  name(s). 

□  Please  send  an  ERA  Planning  Kit 

□  Also,  please  send  information  on  Discount  Brokerage 

Name 

Address 

City  State 

(           )                                                       (  ) 

Zip 

R578 

Business  Phone                                               Home  Phone 

For  the  winning  IRA  moves:  call  1-800-IRA-5000 


Why  did  Merrill  Lynch  give  up  trying  to 
make  real  estate  pay?  It  may  have  learned 
something,  the  hard  way,  that  Sears  and 
Met  Life  have  yet  to  face  up  to. 


Fool's  gold 


By  Ralph  King  Jr. 


T|  HE  ONLY  SURPRISING  thing 
about  Merrill  Lynch's  decision 
a  few  weeks  ago  to  abandon  its 
eight-year  foray  into  real  estate  is  that 
anyone  was  surprised.  Merrill's  resi- 
dential sales  brokerage  was  a  consis- 
tent drag  on  profits.  Real  estate  activi- 
ties, including  corporate  relocation 
and  mortgage  lending,  generated  $646 
million  in  revenues  last  year,  but  its 
return  on  the  equity  employed  in 
these  operations  is  estimated  at  a  pa- 
thetic 2.8%  aftertax,  vs.  a  10.2%  ROE 
for  the  company  overall. 


What  went  wrong?  Merrill  fell  hard 
for  fancy  notions  that  never  panned 
out.  It  was  a  case  of  myths  crashing  on 
rock-hard  realities.  Thus: 

•  Myth:  A  handful  of  national  firms 
are  destined  to  control  a  fragmented, 
parochial  industry. 

•  Reality:  Consolidation  occurs 
but  strong  independent  brokers  lead 
in  most  top  markets,  attracting  the 
best  salespeople  and  copying  Mer- 
rill's innovations.  Since  1980  the 
number  of  regional  brokers  sell- 
ing over  5,000  units  a  year  has 
quadrupled. 

•  Myth:  Name  recognition 


and  economies  of  scale  are  comp< 
tive  advantages. 

•  Reality:  A  name  does  no  gooq 
managers,  with  tight  local  budgi 
can't  advertise  it.  Then,  the  a< 
costs  of  headquarters  staff,  info 
tion  systems  and  travel  furt 
squeeze  already  thin  margins. 

•  Myth:  Home  sales  lead  to  mi 
gage,  insurance  and  other  finano 
product  sales. 

•  Reality:  The  big  payoff  fn 
cross-selling  doesn't  come  becai 
stockbrokers,  insurance  salesmen  3 
real  estate  agents  are  leery  of  ea 
other,  and  incentives  to  overcoi 
their  mutual  distaste  are  weak.  Ml 
rill  Lynch  originated  mortgages 
just  7%  of  its  gross  home  sales 
1985.  Customers,  it  turns  out,  hg 
the  energy  to  go  where  they  get  t 
best  service  and  rate,  not  where  th 
have  a  CMA  account. 

Merrill    fervently    bought  the 
myths  for  a  time.  In  1980  then-ch 
man  Donald  Regan  predicted  that 
1984  one-quarter  of  Merrill's  ret 
nues  would  come  principally  fn 


Reality  strikes 
again 


National  residential 
real  estate  firms  built 
market  share  quickly 
since  1980  through 
acquisition  and 
franchising.  But  they  have 
not   dominated   in  most 
areas,,  and  profits  have  been  weak.  Un- 
expected competition  from  aggressive 
regional  brokers,  high  overhead  costs 
and  failure  to  sell  related  financial 
products  have  dashed  high  hopes. 


il  estate  activities.  The  reality  last 
ar:  9%.  And  although  Merrill 
ined  a  4%  share  of  national  home 
ales,  it  did  so  largely  through  ac- 
isitions  and  not  through  internal 
)wth. 

Merrill  wasn't  the  only  true  believ- 
of  course.  Sears  completed  its  ac- 
isition  of  Coldwell  Banker  for  $179 
illion  in  1981.  Since  then,  Coldwell 
s  purchased  over  20  companies — 
-  a  total  of  1,696  offices  (half  of 
em  franchises)  and  32,000  sales 
ents — and  thereby  captured  9.4%  of 
e  national  market.  Coldwell  Chair- 
an  Joe  Hanauer  thinks  that  will  hit 
%  by  the  end  of  1990. 
Does  Sears  know  something  that 
errill  doesn't?  The  numbers  suggest 
at  it  is  only  more  patient.  On  reve- 
ues  of  $949  million  last  year,  Cold- 
fell's  pretax  operating  margin  was 
;  st  0.2%,  compared  with  Merrill's 
5%.  After  Coldwell  bought  Ed  Post 
;alty  in  Phoenix,  the  latter's  month- 
:  overhead  expenses  almost  doubled, 
1  $550,000.  "Their  accountants  and 
imputers  know  what's  going  on," 
lys  an  Ed  Post  manager,  "but  they 
>n't  have  anyone  who  can  sell." 
And  Metropolitan  Life  last  year 
pught  franchise  operator  Century  21 
|3m  Transworld  Corp.  for  $251  mil- 
i  pn.  Century  21  is  by  far  the  largest  of 
jae  nation's  franchises,  with  11%  of 
t  lie  market,  and  is  something  like  a 
;oney  machine — pretax  earnings  of 
k4  million  in  1985  on  revenues  of 
80  million.  But  Met  Life  paid  a  steep 
vice  for  a  business  that  has  run  into  a 
all.  Century  21's  market  share  has 
ot  increased  for  four  years,  largely 
;cause  almost  every  market  is  satu- 
ited  with  its  franchises,  6,100  in  the 
;  .S.  alone. 
Does  it  make  more  sense  for  Sears 
I  Metropolitan  Life  to  be  in  this  busi- 
less  than  it  did  for  Merrill?  Will  syn- 
'gies  materialize  for  them?  Signs  of 
lat  are  few.  Coldwell  Banker,  for  ex- 
nple,  sold  Sears  Mortgage  Corp. 
uortgages  on  less  than  10%  of  its 
ome  sales  last  year. 
The  biggest  reality  of  all  confront- 
lg  the  national  real  estate  chains  is 
le  fact  that  local  independents  just 
'on't  lie  down  and  die.  They  have 
one  far  better  at  looking  after  their 
lies  agents.  Patricia  Burns,  a  14-year 
)p  producer  at  Valley  Realty  in  Pleas- 
nton,  Calif.,  says  she  was  treated 
like  the  new  girl  off  the  street"  after 
Coldwell  bought  the  company.  Burns 
nd  20  colleagues  soon  left  to  work  for 
)cal  competitors. 

Take  Coldwell's  use  of  discounts 
n  home  furnishings  at  Sears  as  an 
icentive  to  home  buyers.  Heads-up 
ompetitors,  like  Washington,  D.C.'s 


Put  your  money  where 
the  high  yields  are:  11.56 


The  T.  Rowe  Price  High  Yield  Fund 

This  Fund  capitalizes  on  some  of  the  best  current  yields  available  by 
investing  in  long-term,  medium  to  lower  quality  bonds.  Aggressive 
management  helps  to  provide  high  current  income  and  reduce  risk; 
however,  yield  and  share  price  will  vary.  The  price  on  10/7/85  was 
$10.44,  and  on  10/7/86  it  was  $10.92. 

No  Sales  Charges! 

The  iTunimum  investment  is  $1,000  ($500  for  IRAs)  and  there 
are  no  sales  charges .  Call  1-800-638-5660.  tSSL 

T.RoweMice  ml 

Invest  With  Confidence  '^Klttk 

Mail  to:  T.  Rowe  Price 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete  informa- 
tion, including  management  fees  and  other  charges 
and  expenses.  I  will  read  it  carefully  before  I  invest 
or  send  money. 

Also  send  a  free  information  kit  for:  □  IRA  □  Keogh 


Name 
Address 


11.56 


Get  higher  current  yields:  call  1-800-638-5660 


'Average  annualized  yield  for  the  thirty  days  ending  10/7/86,  based  on  an  average  price  per  share  of 
$10.90.  Average  maturity  during  this  period  was  11.3  years.  T.  Rowe  Price  Investment 
Services,  Inc.,  Distributor. 


Dewar's  Unto  MBAs. 

Just  call  our  toll-free  number.  Give  the  gift  of  Dewar's ;  "White  Label"1' 
fine  Scotch  whisky.  Dewar's . . .  one  of  the  good  things  in  life  that  never  varies. 

V-       Dewar's  Unto  Others. 

I  CALL  80O4DEWARS 


Void  where  prohibited  by  law.  Blended  Scotch  Whisky  •  86.8  proof  •  ©  1985  Schenley  Imports  Co.,  N.Y.,  N.Y. 


MAKE  IT  IN  CAPE  BRETON. 
MARKET  IT  ANYWHERE. 


Cape  Breton  has  the  richest 
investment  incentives  in  North 
America.  And  the  key  location. 

Direct  grants  up  to  60%  for 
plant  and  equipment  mean  new 
or  expanded  operations  can  begin 
making  it  in  Cape  Breton  today. 
And  a  60%  tax  credit  means  the 
tax  holiday  can  last  for  10  years. 

Cape  Breton's  harbours,  jetport 
and  f  reeport  facilities  mean  access 
to  global  markets  in  Canada,  the 
United  States,  Europe  and  more... 
markets  everywhere. 

Cape  Breton  has  skilled  labour, 
secure  energy,  stable  government 
...and  much  more.  Ask  us. 

We're  Enterprise  Cape  Breton. 
We're  business  people.  You've  just 
read  our  offer.  Tell  us  what  you 
need  by  phone  or  business  card. 


Canada 


ong  &  Foster,  signed  up  a  local  de- 
artment  store  to  match  that  lure. 
"If  the  national  doesn't  have  ex- 
remely  good  local  management,  they 
ring  no  magic  to  the  marketplace," 
ays  Stephen  Murray,  president  of  Eq- 
itable  Realty  Network,  a  nationwide 
ustomer  referral  service  for  regional 
rokers. 

You  hear  talk  that  some  corporate 
iants — General  Motors  Acceptance 
"orp.  or  American  Express,  to  name 
wo — are  eyeing  Merrill's  chain  of 
bout  400  offices  with  14,000  sales 
gents  and  thinking  seriously  about 
/Terrill's  $500  million  or  higher  valu- 
tion.  The  talk  has  a  certain  plausibil- 
ty.  GM's  finance  company  is  already 
he  nation's  largest  servicer  of  mort- 
;ages.  Why  couldn't  it  feed  its  portfo- 


Unless  you  can,  by  the 
nere  fact  of  operation  on 
nore  than  a  regional  scale, 
trovide  something  the 
egional  can't,  what  have 
jou  got?  Nothing,"  says 
Anthony  Downs  of  the 
Brookings  Institution. 
'You're  trying  to  extract 
noney  by  not  doing 
anything  in  particular." 

ios  by  originating  mortgages  on 
dome  sales  and  in  time  tap  that  cus- 
:omer  base  for  home  equity  loans? 

But  such  talk  is  likely  to  remain 
Dnly  that,  unless  someone  figures  out 
low  to  do  what  Merrill  couldn't — 
sring  brokerage  and  ancillary  product 
sales  together.  The  odds  against  that 
are  high.  C.  Wesley  Poulson,  chair- 
man of  Coldwell  Banker  until  1985, 
says  flatly:  "No  one  knows  how." 
Kenneth  Berg,  a  big  real  estate  broker 
who  sold  out  to  Coldwell,  spent  years 
trying,  in  vain,  to  put  his  mortgage, 
insurance  and  brokerage  segments  to- 
gether. "I'd  call  it  fool's  gold,"  says 
Berg,  who  today  runs  American  Can's 
mortgage  banking  arm. 

The  case  for  calling  national  real 
estate  brokerage  chains  a  failed  prom- 
ise seems  clear.  Brookings  Institu- 
tion's Anthony  Downs  sums  it  up  this 
way:  "Unless  you  can,  by  the  mere 
fact  of  operation  on  more  than  a  re- 
gional scale,  provide  something  that 
the  regional  can't,  what  have  you  got? 
Nothing.  You're  trying  to  extract 
money  by  not  doing  anything  in  parti- 
cular." Weston  Edwards,  chief  execu- 
Itive  of  Merrill  Lynch  Realty  until 
1983,  is  now  with  Lomas  &.  Nettle- 
ton,  arranging  mortgage  programs 
with  independent  brokers.  Says  Ed- 
wards: "We're  betting  independents 
will  be  viable  for  years  to  come."  ■ 


Invest  in  a  high-growth  foreign 
stock  fund— up  75°°* 


The  T.  Rowe  Price  International  Stock  Fund 

By  investing  primarily  in  the  stocks  of  leading  companies  in  Europe 
and  the  Pacific  Basin,  this  Fund  gained  75%*  for  the  12-month  period 
ending  September  30, 1986. 

The  minimum  investment  is  $1,000  ($500  for  IRAs)  and  there  are 
no  sales  charges.  For  information,  call  toll  free:  1-800-638-5660. 

T.RowefticeMl 

Invest  With  Confidence  TmMbk 

Mail  to:  T.  Rowe  Price 
100  E.  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete 
information,  including  management  fees 
and  other  charges  and  expenses.  I  will  read 
it  carefully  before  1  invest  or  send  money. 

Name 
Address 


City 


State 


Zip  1442 


Overseas  growth  opportunities:  call  1-800-638-5660 


*  Performance  figures  for  year  9/30/85  to  9/30/86.  The  Fund  gained  45.3%  from  12/31/84  to  12/31/85. 
From  5/9/80  inception  to  9/30/86  the  Fund  gained  217.6%.  Figures  include  changes  in  principal 
value,  reinvested  dividends  and  capital  gains  distributions— see  page  9  of  the  Statement  of  Additional 
Information.  Market  conditions  fluctuated  and  past  performance  is  not  indicative  of  future  results. 
T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Metallurgical  Masterpiece 


High  integrity  castings  of  lightweight  metal  alloys  are  essential 
to  the  design  and  operation  of  today's  new  generation  of 

jet  aircraft  engines. 

Typical  of  the  intricate  shapes  and  metallurgical  complexity  of 
these  components  is  this  magnesium  alloy  support  frame  sand 
casting  (above),  for  the  Avco  Lycoming  ALF-502  jet  engine. 

This  casting  was  produced  by  Fansteel's  Wellman  Dynamics 
operation;  and  is  one  of  many  achievements  the  company  has 
pioneered  in  support  of  major  programs  in  the  aerospace 

industries. 

Fansteel's  Wellman  Dynamics,  another  reason  why 
it  will  pay  you  to  know  more  about  us. 

landed 

An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metal  working,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


teres  lots  of  life 
in  the  old  Cat. 
ieck  out  the  claw 
irks  on  archrival 
matsu. 


Digging 
out 


By  Barry  Stavro 


own,  down  like  a  stone,  sank 
Caterpillar  Inc.  stock,  in  Sep- 
tember, losing  8  points,  or 
]  arly  20%  of  its  value,  in  a  few  days, 
er  the  company  announced  that 
would  lose  money  in  the  third 
arter.  It  looks  like  another  example 
the  market  overreacting  to  the 
I  art  term  and  ignoring  more  basic 
I  velopments. 
For  example,  Caterpillar  is  winning 
ck  market  share  from  Japan's  Ko- 
:  itsu  in  the  U.S.  There's  been  a  four- 
int  swing  in  Caterpillar's  favor  this 
ar.    General    Motors,    Ford  and 
'  lrysler  should  be  doing  so  well 
,  ainst  Honda,  Toyota  or  Nissan. 
Cat's  formidable  Japanese  competi- 
'  r  Komatsu  has  announced  18% 
ice  hikes  on  its  equipment  to  U.S. 
alers  in  the  past  year  because  of  the 
liar-yen  shift.   Taking  a  longer- 
lge  view  than  U.S.  automakers,  Cat 
s  resisted  the  temptation  to  raise  its 
/n  prices  under  cover  of  higher  Ko- 
atsu  prices.  Since  Komatsu  dealers 
ually  have  to  sell  10%  to  15%  un- 
I  r  Cat's  prices  to  attract  new  cus- 
mers,  they've  felt  the  sting.  Call  it 
lligerent    pricing;    Caterpillar  is 
(thing  these  days  if  not  belligerent. 
Ve  don't  feel  we  owe  Komatsu  a 
achhead  in  the  U.S.,"  says  Cat's 
ecutive  vice  president  for  markct- 
g,  Donald  Fites.  Cat's  U.S.  market 
are  in  heavy  equipment  is  up  two 
>ints,  to  37%,  while  Komatsu  has 
opped  two  points,  to  10%. 
Another  plus  is  Cat's  new,  smaller 
achines.  The  company  still  shines 


First  Choice  of  CEO's, 


1/  makes  sense.  Good  business  sense. 
The  Lancaster  is  right  in  the  heart  of  the  financial  and  theatre 
district .  .  .  with  the  kind  of  personal  service,  warmth  and 
charm  that  only  a  93-room  hotel  can  provide.  Complimentary 
limousine  throughout  downtown,  but  you  can  walk  to  Texas 
Commerce  Tower,  Pennzoil Place,  RepublicBank  Center.  Shell 
Plaza.  Plus  full  health  club  facilities,  mobile  phones,  in-room 
computers.  And,  most  of  all,  a  staff  dedicated  to  your  personal 
service.  So  you  can  keep  your  mind  on  business 


® 


s  LANCASTER 


^01  Texas  Avenue  •  Houston.  Texas  77002  •  713/228-9500 
Outside  Texas  1 -800-23 1-0336  •  Telex  790-506 

Member  Small  Luxury  Hotels       A  Lancaster  Group  Hotel 


... 


\  v.  Hi-m  I'ki  mini  I  hi  in  I  \w  hHV\Ks»  whitk  i.abh  «  hlkndkd  scotch  whisky  •  xh  n  mimt  -CIW6SCHENLEY  IMPORTS  CO.,  N.H.N.Y 


"Cat  has  lost  the  mentality 
that  everything  it  sold  had 
to  be  made  by  Cat,"  says 
one  analyst.  Today  Cat  buys 
some  equipment  from  low- 
cost  overseas  producers, 
including  machines  from 
Korea  and  West  Germany, 
for  sale  in  the  U.S. 


in  the  big,  $600,000  bulldozers  the 
size  of  a  two-story  house.  But  the  in- 
terstate highway  boom  is  long  gone  in 
the  U.S.,  and  the  Third  World's  huge 
dam  projects  have  dried  up  with  oil 
prices.  So  Cat  now  sells  to  small  con- 
tractors. This  is  Deere  &  Co.,  J.I.  Case 
(owned  by  Tenneco)  and  Clark  Equip- 
ment territory,  and  margins  are  small. 
But  Cat's  move  signals  a  crucial 
change  of  attitude. 

"Cat  has  lost  the  mentality  that 
everything  it  sold  had  to  be  made  by 
Cat,"  says  Northern  Trust  analyst 
Gary  Langbaum.  An  example  is  Cat- 
erpillar's new  backhoe  loader,  assem- 
bled at  its  Leicester,  England  plant  but 
made  with  parts  from  several  compa- 
nies. It's  a  ubiquitous  $40,000  piece  of 
machinery  ideal  for  everything  from 
digging  basements  to  cemetery  plots 
and  has  captured  1 1  %  of  its  group 
market  in  the  U.S.  this  year. 

Caterpillar  has  long  manufactured 
in  ten  foreign  countries,  but  it  has 
also  shifted  more  production  over- 
seas. Cat  also  buys  equipment  now 
from  low-cost  overseas  producers  and 
slaps  the  Cat  decal  on  it — forklifts 
from  Korea's  Daewoo  Heavy  Indus- 
tries, excavators  from  West  Ger- 
many's Eder.  Alas,  not  every  new 
product  with  a  Cat  decal  rolls  out 
smoothly.  Some  of  Cat's  new  paving 
machines  bought  from  a  small  Okla- 
homa firm  come  equipped  for  the  mo- 
ment with,  oops,  John  Deere  engines. 

But  Caterpillar  dealers  like  what 
they  see.  After  a  five-year  slump, 
"We've  started  to  grow  again  since  we 
got  these  new  [smaller]  machines," 
says  Don  Altorfer,  whose  family  has 
owned  Cat  dealerships  for  nearly  30 
years  in  Iowa  and  Illinois. 

Much  of  Cat's  blueprint  for  the  fu- 


ture is  the  work  of  George  Schaefe: 
bespectacled  accountant  who  has  ] 
in  35  years  with  the  company  a 
who  moved  into  the  chief  executiv 
chair  nearly  two  years  ago.  In  f 
years  the  company  has  cut  its  costs 
22%  and  trimmed  employment 
30,000  people,  or  35%.  But  Schae 
isn't  done  chopping.  His  next  goal 
another  15%  reduction  in  costs.  1 
key  is  a  five-year,  $1  billion  inve 
ment  in  factory  automation  tl 
Chief  Executive  Schaefer  dubs  i 
Plant  With  A  Future. 

General  Motors  and  Deere  &  Co. 
course,  have  already  proved  tl 
throwing  money  at  factory  robot 
isn't  automatically  the  best  answ 
But  Cat  is  staring  at  Komatsu's 
cost-cutting  plans,  and  Cat's  isi 
move  in  the  right  direction.  The  qui 
tion  is  how  well  it  executes. 

Schaefer  has  also  improved  Ca 
finances.  Its  long-term  debt  is  $i 
billion,  down  from  $2.4  billion 
1982.  Even  with  the  disappointi 
profits  this  year — maybe  $2.25  a  shj 
compared  with  $2.02  in  1985— an 
lyst  Gary  Langbaum  expects  Cat 
throw  off  at  least  $200  million  ($2  p 
share)  in  cash  flow,  after  capii 
spending  and  dividends.  Next  year 
looks  for  maybe  $300  million  to  $4 
million  in  excess  cash  flow. 

Certainly  the  days  when  Cat  con 
count  on  18%  return  on  equity- 
averaged  that  for  35  years  after  Woi 
War  II — are  gone.  But  for  all  of  Ca 
problems  the  proud  old  Peoria  comp 
ny  still  outsells  Komatsu  by  bett 
than  half  again  worldwide.  Tha 
nose  to  nose  with  a  tough  Japane 
company  and  a  lot  of  other  forei; 
competitors.  A  disappointing  quart 
does  not  a  company  break.  ■ 


RockSoM 
vlarketWise. 


i. 


re's  a  new  call  to  action  at  Prudential-Bache  Securities.  A  clear  and  precise 
nition  of  what  we  are. 

ARE  ROCK  SOLID.  One  of  the  strongest  capitalized  investment  firms  in  the 
ness.  A  company  that's  part  of  the  $120  billion  Prudential,  the  largest,  private, 
bank,  financial  institution  in  the  world.  These  unequalled  resources  help  us 
erve  investors  in  ways  that  no  one  else  can. 

in  an  investment  climate  where  timeliness  of  information  is  crucial,  we  have 
capital  to  lead,  to  innovate.  To  provide  each  broker  with  advanced  information 
nology  through  a  microcomputer  at  every  desk.  To  instantaneously  and 
ertly  develop  and  deliver  individualized  investment  ideas. 

ARE  MARKET  WISE.  We  are  not  content  to  simply  be  observers  or 
mentators.  We  are  implementors.  Innovators.  Action  takers.  In  good 

nomic  times  and  bad,  no  one  should  be  in  a  better  position  to  develop  sound 

tegies  and  products  for  astute  investors. 

lay,  in  an  era  where  the  best  investment  advice  must  have  no  boundaries  or 
'ders,  ours  is  a  world-class  worldwide  research  group,  global  in  its  perspective, 
h  80  analysts  in  countries  around  the  world,  as  well  as  the  United  States. 

2  rock-solid  backing  of  The  Prudential.  Market- wise  thinking  consistently 
lveyed  to  our  clients.  Together  they  become  more  than  a  call  to  action;  they  are 
■  commitment  to  excellence. 

Prudential-Bache 


ludenlial-Bache  Secunlies  Memter  SIPC  A  Subsidiary  ol  The  Prudential  (ijjjfr  Securities* 


"Management's  job  is  to  see  the  company  not  as  it  is. . . 

but  as  it  can  become."  —  John  W.  Teets,  Chairman 


  w^Vrt.***' 


One  of  the  major  strengths  at 
Greyhound  is  our  ability  to  view  the 
company  objectively. 

Only  in  this  way  can  we  renew 
our  company,  making  certain  that  the 
Greyhound  of  tomorrow  is  not  just  differ- 
ent, but  Defter  than  the  Greyhound 
of  today. 


The  combination  of  divesting  ma 
ginal  businesses  (we've  sold  14  of  the 
in  the  last  three  years  alone) ...  the 
acquiring  of  new  companies  that  mee 
our  15%  ROE  goal . . .  and  the  restruc- 
turing of  our  mature  businesses  ...  is  j 
a  winning  formula  for  revitalization. 


To  learn  more  about  where  the 
Greyhound  dog  is  running  these  days, 
/rite  us  for  an  annual  report.  The  new 
Greyhound  . . .  it's  getting  sleeker, 
harper,  more  defined  in  muscle  and 
mew.  And  has  been  tempered  by  fire. 


The  Greyhound  Corporation 

Greyhound  Tower,  Phoenix,  Arizona  85077 

A  $3-billion,  multi-industry  company  offering: 

•  Consumer  Products 

•  Financial  Services 

•  Services 

•  Transportation  &  Manufacturing 


Argentina's  new  government  knows  the 
way  to  economic  salvation,  and  most  sup- 
port it.  But  vested  interests — the  bureau- 
cracy, trade  unions — block  the  way.  * 

A  prisoner 
of  the  past 


Illustrators  b\  Sancv 


By  Eduardo  Helguera 


A beautiful,  fertile,  underpopu- 
lated country  with  a  magnifi- 
\  cent  metropolis,  Argentina 
could  be  as  near  to  economic  paradise 
as  is  possible  in  this  world.  Yet  in 
many  ways  it  is  an  economic  hell,  and 
just  about  everyone  who  can  leave  is 
getting  out.  The  government  and 
most  of  the  people  understand  what  is 
wrong,  but  change  is  thwarted  by  an 
entrenched  bureaucracy  and  the  bad 
habits  of  the  past. 

"One  out  of  every  four  Argentin- 
eans wants  to  live  abroad,"  admitted 
President  Raul  Alfonsin  last  year  in  a 
nationwide  television  address.  Al- 
ready an  estimated  7%  of  the  coun- 
try's 30  million  inhabitants,  thwarted 
by  a  system  that  penalizes  initiative 
and  lowers  living  standards,  have  em- 
igrated, to  lands  where,  unlike  at 


home,  hard  work  and  talent  can  be 
exercised  fruitfully. 

The  free  market  innovations  burst- 
ing out  all  over  the  world  in  recent 
years  (even  in  some  socialist  and  de- 
veloping countries)  have  left  Argenti- 
na behind.  It  remains  an  old-fash- 
ioned and  stagnant  society.  In  this 
socioeconomic  time  warp  called  Ar- 
gentina, oil,  communications,  trans- 
portation (with  city  buses  the  only 
exception),  telephone,  postal  service, 
gas  and  electricity  are  dominated  by 
the  state.  Most  were  nationalized — 
bought  back  from  foreign  investors — 
years  ago  under  Juan  Peron  as  "strate- 
gic activities  connected  with  the  sov- 
ereignty of  the  fatherland."  This 
phrase,  derived  from  socialist/fascist 
rhetoric,  seems — and  is — oddly  out  of 
place  in  an  era  when  what  most  peo- 
ple want  is  not  national  glory  but  a 
comfortable  life  for  themselves  and 


their  families. 

Other  key  parts  of  the  econom 
were  put  under  control  of  almost  id 
dieval  guild  lobbies  or  trade  union 
Mussolini  is  long  dead  and  almq 
forgotten  in  his  native  Italy,  but 
Argentina  the  corporate  state  lives  o 
Very  little  is  left  to  the  dynamic  ai 
competitive  entrepreneurs,  the  on 
people  who  can  create  meamngf 
jobs  and  real  wealth. 

The  inefficiency  and  ridiculous 
high  costs  of  this  system  are  patheti 
State  holding  companies  that  nl 
these  "strategic"  industries  turned 
a  combined  deficit  last  year  th 
equaled  25%  of  Argentina's  GDP. 
1983  as  much  as  two-thirds  of  publ 
expenditures  went  to  finance  losses 
these  state-owned  businesses.* 

In  the  U.S.  people  worry  that  the 
gross  national  product  doesn't  gro 
fast  enough.  Argentina  can't  eve 
hold  its  own.  GDP  declined  over  tl 
last  five  years  by  10.3%.  Investmei 
dropped  by  52%  in  that  period.  Cap 
tal  flight  is  conservatively  estimate 
at  $20  billion. 

It's  not  that  Argentineans  don 
know  what  the  problem  is.  They  d 
The  preoccupied  President  Alfons: 
has  repeatedly  stressed  the  need 
reduce  government  intervention  an 
overspending,  to  privatize  some  of  tl1 
521  state-owned  businesses,  encou 
age  local  and  foreign  investment  ac 
improve  productivity. 

But  so  far  not  one  of  his  announce 
plans  has  managed  to  get  through  tl 
bureaucratic  red  tape.  His  own  part 
the  Radical  Party,  mistrusts  privai 
enterprise.  There  is  always  a  goven 
ment  lawyer  who  knows  some  date 
decree  barring  any  innovation.  Unio 
bosses,  who  fear  modernization  wii 
curtail  their  traditional  clout,  resoi 
to  constant  work  stoppages  to  hamp< 
government  attempts  to  open-  th 
economy  and  get  business  into  pn 
vate  hands.  Since  June  1985  unior 
have  held  487  stoppages  and  2  gener; 
strikes. 

A  close  look  at  some  of  Presider 
Alfonsin's  attempts  to  curb  th 
country's  persistent  economic  deca 
is  revealing: 

The  Austral  plan:  In  June  1985,  wit 
inflation  running  at  30%  a  month,  th 
president  imposed  severe  price  an 
wage  controls  and  promised  not  t 
print  more  unbacked  money  to  pay  fc 
the  state's  deficit.  Part  of  the  pla 


*  Official  figures from  government  sources,  the  War. 
Bank  and  the  International  Monetary  Fund  put  A 
combined  deficit  of  state-run  industries  and  tl)e  cet 
tral  government  at  4  5%  of  GDP  and  shou  tlx  bu 
den  of  financing  tlye  losses  of  state-ouned  business i 
be  far  lighter  No  uvilinformed  person  in  Bueni 
Aires  takes  official  figures  seriously 


132 


FORBES,  NOVEMBER  3,  1986 


US  Sprinr^iafefmoney  saving  WATS  service 
that's  tailored  to  fit  your  business. 
There  was  a  time  when  the  savings  of  WATS  service  was 
only  for  giant  companies. 
No  more. 

Now  your  WATS  savings  can  start  with  US  Sprint 
Dial  1  WATS™  for  smaller  volume  users  spending 
at  least  $300  per  month.  And  Dial  1  WATS  can  be  installed 
in  about  2  weeks  (compared  to  the  30  to  90  days  or  even 
longer  you  usually  have  to  wait  for  AT&T's  traditional  WATS  lines). 
So,  you  start  saving  sooner. 
US  Sprint  Advanced  WATS  gives  you  the  same  kind  of  savings  for  slightly  higher  volume  users. 
And  both  Dial  1  and  Advanced  WATS  are  designed  with  US  Sprint  "virtual  banding."  Simply  put  that  means 
lyou'll  never  pay  the  cost  of  a  call  across  the  country  when  you  actually  call  the  next  state . .  .which  can  often 
j  happen  with  AT&T. 

For  companies  with  predictable  geographic  calling  patterns  there's  US  Sprint  Banded  WATS  which, 
pf  course,  costs  you  less  than  AI&Tor  MCI. 

And,  for  the  very  largest  WATS  users  there's  US  Sprint  UItraWatsSM  service.  It's  our  new  method  of 
^simplifying  telecommunications  management  and  saving  money. 

There  you  have  it,  an  entire  family  of  WATS  services  tailored  to  give  you  the  best  overall  savings  of 
pny  major  long  distance  company. 

And,  when  you  choose  US  Sprint  you'll  be  signing  up  with  the  only  company  in  America  that's  building 
a  100%  coasMo-coast  fiber  optic  network  to  give  you  the  clearest  connections  you've  ever  heard  over  a  telephone. 
Call  us.  Find  out  about  the  US  Sprint  WATS  product  that's  tailored  to  fit  your  business. 

Call  1(800)  527-6972. 


US  Sprint 

"SOUNDS  LIKE  YOU'RE  RIGHT  NEXT  DOOR." 


1986  US  Sprinl  Communications  Company  A  GTE/United  Telecommunications  Partnership  »  Sprint  is  a  registered  trademark  of  US  Sprint  Communications  Company    Fiber  completion  1987 
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"You  know,  we  have  5.0 


"1: 


Agency  Group 

Nel  Written  Premium  per  Agent 


1981 

$169,507  | 

1985 

$399,972 

Agents 

1981 

10,619 

1985 

4,622  | 

It  wasn't  an  easy  decision.  Shrink  our 
independent  agency  network  by  more 
than  fifty  percent.  And  say  goodbye  to 
$264  million  in  property/casualty  pre- 
miums as  a  result. 

But  we  saw  in  the  early  1980s  that 
Continental  needed  fewer,  stronger 
agents.  We  also  needed  more  distribu- 
tion channels. 

These  needs  became  our  key  to  a 
whole  new  strategy  for  future  growth. 


The  strategy  is  working.  Today  we 
have  developed  close,  long-term  ties 
with  a  handpicked  group  of  profit- 
oriented  agents.  We  supply  them  withi 
the  sort  of  assistance  in  marketing,  aut< 
mation,  finance  and  training  that  helps 
them  be  more  competitive. 

In  turn,  they  provide  us  with  a  bigge 
share  of  their  best  business.  In  fact, 
we're  getting  more  premium  revenue, 
less  cost,  from  this  smaller  agency  fore 


Photographed  at  Continental's 
world  headquarters  in  New  York  City's 
financial  district. 


'  n  we  were  five  years  ago-a  trend  that 
N  expect  will  continue. 
We're  also  opening  new  distribution 
tunnels,  such  as  financial  institutions, 
:  ployer  groups,  and  associations,  to 
:  )plement  our  refocused  agency 
r  work. 

Ve  have  made  other  changes  in  keep- 
i  .with  our  new  corporate  strategy. 
I  e  reorganizing  our  resources  to  better 
;  ve  national  insurance  brokers  and 


their  customers,  expanding  our  life  and 
health  business,  and  developing  new 
products  and  services  for  promising 
niche  markets. 

We  believe  today's  Continental  has 
the  future  covered.  To  learn  more,  ask 
for  our  latest  annual  report.  Write  to 
The  Continental  Corporation,  Department 
RG,  Corporate  Communications, 
180  Maiden  Lane,  New  York,  New  York 
10038.  Or  telephone  (212)  440-7747. 


4& 


continental 
Insurance. 

We  have  the  future  covered. 


focused  on  balancing  the 
budget  through  increased 
taxes  and  more  efficient  tax 
collection,  rather  than  low- 
ered expenditures — a  sort  of 
reverse  Gramm-Rudman 
Act. 

As  a  result,  public  spend- 
ing rose  negligibly  in  relation 
to  significant  tax  increases. 
To  help  cover  the  deficit,  the 
government  imposed  an  ex- 
tra "forced  savings"  tax  on 
personal  income,  corporate 
profits  and  assets.  "Savings" 
were  handed  over  to  the  gov- 
ernment for  five  years,  after  which  the 
money  is  supposed  to  return  to  the 
"forced  saver"  with  interest. 

Unreasonable  taxes  produce  antiso- 
cial behavior.  Of  the  450,000  taxpay- 
ers required  to  "save,"  only  200,000 
did  so.  When  tax  agents  investigated 
40  large  companies  that  refused  to  pay 
$150  million,  they  found  that  compli- 
ance would  have  been  economically 
suicidal  for  the  companies. 

As  far  as  most  economists  are  con- 
cerned, August  marked  the  end  of  the 
Austral  plan.  The  inflation  rate  con- 
tinues high — 6.8%  a  month  in  [uly, 
8.8%  in  August,  7.1%  in  September. 
"We  have  been  too  slow  in  reducing 
more  intensely  public  expenditures, 
in  privatizing  and  stimulating  indus- 
trial exports,"  admitted  Secretary  of 
Economy  Mario  Brodersohn. 

The  Houston  plan:  In  March  1985, 
with  much  fanfare,  President  Alfon- 
sin  announced  in  Houston  that  the 
state  oil  monopoly  would  welcome 
private  and  foreign  contractors  will- 
ing to  invest  in  oil  exploration  in  Ar- 
gentina. When  the  voluminous  167- 
page  contract  was  finally  drafted  and 
approved  by  the  state  bureaucrats, 
eight  months  had  passed  and  a  grand 
total  of  ten  bidders,  large  and  small, 
showed  up.  As  this  is  written,  heart- 
eningly,  seven  had  signed  leases.  But 
in  the  meantime  the  dive  in  interna- 
tional oil  prices  has  shattered  any 
hope  of  quickly  reactivating  the  coun- 
try's economy  through  its  abundant 
resources. 

In  the  meantime,  too,  YPF,  the  state 
oil  monopoly,  is  losing  close  to  $700 
million  a  year.  No  wonder  the  Argen- 
tinean consumer  is  paying  23.8% 
more  for  his  gas  than  he  did  at  the 
beginning  of  the  year,  while  consum- 
ers worldwide  enjoy  cheaper  prices. 

The  telephone  plan.  To  make  a  phone 
call  in  Argentina,  you  must  be  pa- 
tient. If  you  are  lucky  enough  to  have 
a  working  phone,  you  must  dial  sever- 
al times  before  the  call  gets  through. 
Crammed  lines  and  aging  circuits 
have  turned  good  connections  into  a 
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memorable  event.  If  you  don't  have  a 
phone,  you  cannot  even  order  one 
now,  unless  you  are  rich  enough  to 
buy  one  on  the  black  market  for 
$2,000.  Some  people  have  waited  40 
years  for  a  phone.  Calling  abroad  is 
not  easy,  either:  You  can  listen  to  the 
operator's  recording  saying  "Interna- 
tional Service,  a  moment  please"  for 
half  an  hour  with  nobody  answering. 

Last  year  the  government  decided 
to  upgrade  the  state-run  telephone 
system.  But  how?  "Through  the  pri- 
vatization of  growth,"  replied  the 
president.  State  companies,  he  said, 
would  continue  to  monopolize  the 
provision  of  communications,  gas, 
railways,  electricity,  etc.,  but  their  ex- 
pansions would  be  supplied  by  private 
contractors. 

The  first  project,  publicly  an- 
nounced by  the  president,  was  to  in- 
stall 1  million  telephone  lines  through 
private  contractors.  But  once  the  plan 
went  to  the  voracious  bureaucracy,  it 
came  out  with  a  different  face:  The 
state  telephone  company  itself  would 
provide  the  new  lines,  with  no  outside 
help.  People  who  have  placed  new  tele- 
phone orders  now  pay  30  to  60  install- 
ments, from  $35  to  $50  each,  to  get  a 
phone  within  42  to  66  months.  It  costs 
an  average  of  $71  for  a  home  phone 
connection  in  New  York  City  and 


$160  for  a  business  phone 
The  Argentinean  consume 
must  pay  an  average  of  $  1,20 
for  a  home  phone  or  $2,CKM 
for  a  commercial  phone.  Sq 
at  a  time  when  communica 
tions  are  changing  industria 
societies  into  information  so! 
cietics,  Argentineans  canna 
reach  their  neighbors  b! 
phone. 

Elsewhere,  computers  an< 
satellites  are  erasing  the  boi 
ders  that  separate  countries 
multiplying  national  re 
sources  by  expeditious  com 
merce  between  such  distant  points  a 
New  York,  Tokyo  and  Singapore.  Bui 
in  Argentina,  statist  bureaucrats  an* 
nationalistic  politicians  are  stiflin 
the  economy  within  its  frontiers. 

If  the  present  democratic  govern 
ment  wants  to  reverse  this  untenabl  I 
situation,  the  president  will  need  t< 
act  with  greater  determination.  H 
must  convince  his  own  Radical  Parr 
that  the  only  way  out  is  the  deregula 
tion  of  the  economy,  and  be  preparei 
to  surmount  the  many  hurdles  th 
Peronist  opposition  and  its  powerfu 
union  chiefs  will  place  before  him. 

This  would  be  no  case  of  forcia 
through  unpopular  measures  for  th 
good  of  the  economy.  Public  opinioi 
clearly  supports  a  freer  economy.  I 
recent  poll  by  Bravo  &  Associate 
showed  that  60%  of  the  populatioi 
approves  the  privatization  of  state 
owned  businesses,  and  only  18%  ar 
against  it.  Even  more  encouraging  l 
that  lower-income  brackets  belongin 
to  the  Peronist  party  support  privat 
izations  by  a  3-to-2  ratio,  and  ove 
50%  of  a  leftist  party  also  back  them 
The  moral  of  this  story — and  peopl 
in  the  U.S.  and  Europe  should  heed  i 
carefully — is  this:  Once  in  power,  bu 
reaucracy,  like  cancer,  is  almost  1m 
possible  to  uproot.  ■ 
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COMPAQ  advance 


386 


persons 


COMPAQ  announces  a  maj| 
improvement  to  the  indusl 
standard,  one  that  carries 
far  beyond  the  limits  of  toe 
"advanced  technology"  p 
sonal  computers.  It's  the  n\ 
COMPAQ  DESKPRO  386,"' 
it  reaches  far  higher  levelsij 
speed,  compatibility,  perfor 
ance,  and  expandability  than  ! 
ever  been  attainable  in  persoi 
computers.  Dozens  of  sepan 


Introducing  the  new  COMPAQ  DESKPRO 

\  i 


enhancemer 
have  been  combin 
in  one  desktop  computer 
make  the  COMPAQ  DESKPRO  3 
the  most  advanced  personal  coi 
puter  in  the  world.  There's  no  p< 
sonal  computer  more  ideal  f 
power  users,  networking,  ai 
connecting  to  a  mainframe. 


The  most  advanced  person 


COMPAQ"  ,!>  a  registered  trademark,  and  COMPAQ  DESKPRO  3S6TM  1S  a  trademark  ol  COMPAQ  Computer  Corporation 
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idvanced-technology 
mnputers 


The  new  high-speed,  32-bit,  16- 
-iz  Intel*  80386  microprocessor 

ms  the  heart  of  this 
eakthrough.  It's  the 
est  from  Intel's  popu- 

family  of  micropro- 
;sors  that  now  power 
-11  over  nine  million 
lustry-standard  PC's. 

such,  it  runs  all  the 
pular  personal  pro- 
'ctivity  software,  you 
eady  own  two  to 

ee  times  faster 
in  ever  and  now 
s  you  do  things 
ver  before  possi- 
•  on  personal 
nputers.  But 
[  chip  is  only 
e  beginning 

his  story 


The  Intel  80386  micro- 
processor is  faster  and 
much  more  powerful  than 
any  of  its  predecessors. 


Each  component 
the  very  best 


I  rformance  enhancements  go 
f'  beyond  the  microprocessor, 
1  wever.  Every  component 
Is  been  optimized  to 
tae  advantage  of  the 
ilcreased  speed  and 
iLer  of  the  80386. 

<Ne  offer,  for  instance, 
fr  greater  memory 
t  an  other  advanced- 
tpnology  personal 

mputers.  Plus 

)re  storage  with 


The  COMPAQ  Color  Monitor  works 
with  software  designed  for  a  wide 
variety  of  display  standards:  EGA, 
CGA  and  monochrome. 


faster  access.  Enhanced  color 
graphics.  A  built-in  interface  for 
your  lightpen.  And  even  a  built-in 
expanded  memory  manager  that 
breaks  the  "640K  barrier"  of  cur- 
rent operating  systems. 

We  made  improvements  to  the 
keyboard  and  the  internal  fixed 
disk  drive  backup,  and  added  a 
host  of  other  features,  which 
taken  together,  make  this  the 
most  advanced  personal  com- 
puter available,  and  the  very  first 
to  offer  a  true  minicomputer  level 
of  performance  in  an  industry- 
standard  desktop  computer. 


The  winning  numbers 

The  new  COMPAQ  DESKPRO 
386  features  advanced  32-bit 
architecture  that  pro 
cesses  twice  as  much 
information  as  16-bit 
computers  in  the  same 
amount  of  time. 
Coupled  with  a  much 
faster  16-MHz 
processing  speed, 
it  radically 
improves  the  respon- 
siveness of  spread- 
sheets, databases,  and 
networks;  the  ease  of 
mu It i -tasking;  and  the 
power  of  engineering 
software.  Because 
the  80386  is  compati- 
ble with  today's  soft- 


ware, it  is  setting  a  clear  direction 
for  the  future.  It  preserves  your 
investment  in  software  and  train- 
ing while  allowing  the  devel- 
opment of  powerful  business 
programs,  far  more  advanced  en- 
gineering software  and  artificial 
intelligence  applications. 

No  compromises 

From  the  integrity  of  its  compo- 
nents, to  its  unquestionable  com- 
patibility and  connectability,  to 
its  numerous  enhancements,  the 
COMPAQ  DESKPRO  386  pushes 
all  of  the 
imits  of 


Run  industry-standard  software 
2-3  times  faster  than  ever. 

advanced  technology— with  no 
compromises.  It's  clearly  the 
computer  of  choice  for  today's 
and  tomorrow's  most  demanding 
users.  From  the  company  that  has 
the  highest  user  satisfaction  rat- 
ings in  the  industry. 


It  simply  works  better. 


mputer  in  the  world 
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Why  the  COMP|l 
continue  to  be  the  world's  m|a 

long  after  othn 


The  80386  microprocessor! 
one  of  the  many  ways  COl 
increased  system  perforraH 
For  that  reason,  other  i  I 
based  personal  comfc 
will  be  measured  bjr 
.  well,  or  how  r 

they  stack  I 
^  \  the  COl 

■  ^^N^  DESif 


The  most  advanced  person 


I  Computer  AT-  are  registered  trademarks  of  International  Business  MachinesCorporation.Lotus'isaregisteredtrademarkof  Lotus  Corporation. 


ESKPRO  386  will 
danced  personal  computer 
its  engine 


e  er  stores  of  knowledge 

;  :OMPAQ  DESKPRO  386 
v"es  the  most  storage  capac- 
a'l  performance  available  in 
r  'ersonal  computer.  High- 
fcTiance  40-  and  130- 
gjjyte  fixed  disk  drives 
5|to  150  percent  faster 
I  hose  used  in  other 
slAxid  they  store  a  to- 
cj  5,000  to  50,000 
rt  oges  of  data.  ■ 
ilso  developed  a 
;onomical  way  to 
all  that  data.  You 
t  :k  up  and  verify  40 
gi  ytes  of  data  on  a 
|  ormatted  cartridge 
timesaving  rate  of 
egabyte  per  minute. 


Storage  drives 
access  data  faster, 
enhancing  performance 


ie  most  memorable 
ersonal  computer 


ai  the  640-Kbyte  memory 
rf  and  use  up  to  8  Mega- 
s»f  high-speed  32-bit  RAM 
h:he  COMPAQ  Expanded 
I  ry  Manager.  This  software 
standard  and  works  with 
glms  that  follow  the  Lotus*/ 
Microsoft*  (LIM)  Expanded 
y  Specification,  allowing 
you  to  build  bigger 


spreadsheets,  sort  larger  data- 
bases and  run  more  programs. 
And  unlike  other  personal  com- 
puters, this  feature  requires  no 
additional  software,  and  the 
high-speed  RAM  uses  no  expan- 
sion slots,  leaving  more  for  you. 


Lead  a  much  more 
colorful  life 

When  combined  with 
the  COMPAQ  Enhanced 
Color  Graphics  Board, 
the  new  COMPAQ  Color 
Monitor  can  display  16 
colors  at  once  from  a  64- 
color  palette.  And  this 
same  board  provides  the 
high-resolution  graphics— 640  x 
350— that  many  users  require. 


Expanding  horizons 

Exceptional   expandability  lets 
you  add  as  many  as  four  internal 
storage  devices.  You  can  add 
more  RAM,  too.  Up  to  10  Mega- 
bytes of  RAM  can  be  placed 
on  the  system  board  with- 
out using  an  expansion 
slot;  14  Megabytes  using 
only  two.  You  can  also 
add  our  Enhanced  Color 
Graphics  Board  that  has  a 
lightpen  interface  built  in. 
This  leaves  four  expansion  slots 
compatible  with  industry-standard 


n  I  advanced  personal  computer 
incorporates  the  most  advances. 


expansion  boards.  So  you  can 
communicate  with  mainframes, 
in  a  network,  or  in  a  multi-user 
environment. 


Built  to  higher  standards, 
with  "more"  standards 


We  build  more  into  the  COMPAQ 
DESKPRO  386,  with  more  care. 
We  have  included  interfaces  for 
printers  and  modems.  We  pro- 
tected storage  devices  with  shock 
isolation  systems.  We  improved 
the  keyboard  to  help  touch  typ- 
ists avoid  mistakes  and  simplify 
common  chores.  And  we  offer  a 
full  one-year  warranty. 

Some  companies  may  copy  one 
or  two  features  of  our  latest  com- 
puter. But  it  will  be  years  before 
they  copy  them  all.  That's  just 
one  more  reason  why  COMPAQ 
Computers  are  recognized  as  best 
in  their  classes  by  industry  ex- 
perts and  users  alike. 


Use  a  mouse 
with  an  expansion 
board.  Or  a  lightpen  with 
the  built-in  interface  on  the  COMPAQ 
Enhanced  Color  Graphics  Board 


It  simply  works  better. 


lputer  in  the  world  comPAa 
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COMPAQ  creati 
computer  thj 


The  COMPAQ  DESKPRO 
is  so  advanced  it  will  repl 
many  larger,  more  expenj 
computers.  Engineers  a 
other  power  users  will  now 
doing  many  things  on  persa 
computers  once  thought  imp 
sible  or  impractical.  The  ni 
COMPAQ  DESKPRO  2 
breaks  all  the  barrier 
personal  computi 


The  speed  and  power  of  the 
COMPAQ  DESKPRO  386  make 
it  the  personal  computer  of  choice  for 
CAD/CAE.  networking,  andmulti- 
tasking/multi-users 


The  most  advanced  persork 

3,  1986  | 
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le  first  personal 
links  it  isn't 


The  better  alternative  to 
le  dedicated  workstation 

r  ?  COMPAQ  DESKPRO  386 
n  powerful  alternative  to 
i  Heated  systems  that  do 
) :  thing,  like  computer- 
3  ed  design,  extremely 
ml.  Now,  you  can  match 
:l[ir  performance,  and 
i  11  run  hundreds  of 
i  ustry-standard  pro- 
I  ms  as  well,  with  a 
i  tern  costing  thou- 
>;  ds  of  dollars  less. 


desktop  minicomputer: 


F  ter  disk  drives,  32-bit  architec- 
and  a  large  linear  address 
>}ce  allow  software 
i  elopers  to  easily 
rr  dify  minicomput- 
orograms  for  use 
the  COMPAQ 
CSKPRO  386.  Plus, 
p  get  minicomputer- 
kfel  performance 
v\|h  your  current 
pjsonal  productiv- 
itjsoftware. 


CAD/CAE programs  like  AutoCAD™  enable  you  to 
do  detailed  electronic  modeling,  and  the  speed  of  the 
8028 7 coprocessor  provides  rea  I- time  response. 


can  handle  additional  users  with 
no  loss  of  performance. 




80386 

80286 

X 


The80386runs 
software  written  for 
earlier  chips  and 
adds  more  power. 


Net  gain 


V  h  the  COMPAQ  DESKPRO 
||  as  your  network  file  server  or 
Hti-user  host  computer  comes 
gi!ater  productivity.  Your  system 
n  I  run  faster  than  ever.  And  you 


Multi-task  master 

Running  several  programs  si- 
multaneously, and  switching 
between  them,  has  never 
been  better.  Its  speed  and 
vast  memory  capacity  make 
the  COMPAQ  DESKPRO  386 
ideal,  especially  when  running 
software  under  XENIX.  System 
V/286  by  COMPAQ. 


Exceptional  speed  and 
memory  make  the 
COMPAQ  DESKPRO  380 
ideal  for  multi-tasking.  You 
can  run  several  programs 
at  the  same  time  and  switch 
between  them. 


Building  bridges 
to  engineers 


Engineers  can  now  turn  to 
the  COMPAQ  DESKPRO  386 
instead  of  costly  minicom- 
puters or  mainframes. 
Used  with  the  80287  co- 
processor option,  it  gives 
you  the  speed  you  need. 
In  addition,  the  new 
COMPAQ  Color  Monitor 
and  Enhanced  Color 
Graphics  Board  offer 
resolution  required  for 
most  graphics  applications  with  a 
built-in  interface  for  those  who 
use  a  lightpen. 


Artificial  intelligence 

The  speed,  memory  and  storage 
of  the  COMPAQ  DESKPRO  386 
now  make  artificial  intelligence 
in  personal  computers  a  real  pos- 
sibility. Soon  available,  these  new 
AI  programs  promise  to  make 
personal  computing  even  easier 
than  it  is  now.  The  COMPAQ 
DESKPRO  386  is  an  investment 
in  the  future  that  pays  handsome 
dividends  today. 


It  simply  works  better. 
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History  in  the  making 
from  a  company  that  knows  how 


Very  few  per- 
sonal computer 
companies  have 
managed  to  gain  the 
worldwide  respect 
and  acceptance  from 
computer  users  that  COMPAQ 
has.  That's  because  from  the 
outset,  we  made  clear  our  in- 
tentions—no compromises. 


First  and  best 

The  COMPAQ  DESKPRO  386  is 
the  first  PC  from  a  major  manu- 
facturer based  on  the  new  80386 
microprocessor.  Its  power,  speed, 
performance,  and  built-in  fea- 
tures exceed  every  other  per- 
sonal computer  you  can  buy. 
Not  surprising  from  a  company 
with  a  history  of  being  first  with 
the  best. 


A  long  line  of  firsts 

COMPAQ  was  the  first  to  intro- 
duce a  full-function  portable 
computer  that  could  do  more 
than  most  desktops. 

We  were  the  first  to  offer  desk- 
tops that  were  faster  and  more 
expandable  than  the  IBM"-PC. 

The  first  to  offer  an  internal 
fixed  disk  drive  backup  system. 

The  first  to  introduce  a  desktop 
more  powerful  than  the  IBM  PC- 
AT".  And  the  first  to  offer  an 
equally  powerful,  yet  portable 
80286-based  personal  computer. 


COMPAQ  makes  the  widest  line  of 
desktop  and  portable  business  personal 
computers,  each  tops  in  its  class,  giving 
COMPAQ  the  highest  user 
satisfaction  ratings  in  the 
industry. 


One  good  thing 
leads  to  another 


The  COMPAQ  Portable  led  the 
company  to  the  most  successful 
first  year  in  American  business 
history.  Each  successive  product 
led  COMPAQ  to  the  Fortune  500 
faster  than  any  other  company  in 
history.  By  refusing  to  compromise, 
we'll  keep 


making 
history. 


For  the  Authorized  Dealer 
nearest  you,  call  1-800-231-0900  and 
ask  for  Operator  23.  In  Canada,  call  416-449-8741.  Operator  23. 


It  simply  works  better. 


comPAa 
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"Put  all  your  eggs  in  the  one  basket  and- 
watch  that  basket. " — Mark  Twain 


Nothing  like 
a  Dane 


By  Hesh  Kestin 


B 


Y  ALL  THE  RULES  OF  business 

economics  this  company 
should  be  history.  It  has  only 
>ne  product  line,  and  that  product  has 
:>een  essentially  the  same  for  three 
iecades.  Yet  Interlego  A/S,  a  family- 
iwned  Danish  outfit  with  some  $600 
nillion  in  sales  a  year  in  129  coun- 
ties, just  keeps  on  growing. 


Lego's  single  and  stunningly  simple 
basic  idea  is  not  even  protected  by 
patent.  The  product  is  a  plastic  brick 
with  interlocking  studs  and  holes.  It 
is  a  sort  of  super  Tinkertoy  in  12  basic 
colors  and  with  1,064  components, 
which  in  theory  should  be  vulnerable 
to  that  wasting  disease,  knockoffitis, 
which  rages  in  the  Pacific  Rim. 

What  makes  these  Danes  immune? 
Situated  not  even  in  Copenhagen  but 


155  miles  west  in  the  little  Jutland 
burg  of  Billund  (pop.  4,345),  Lego  out- 
sells its  Japanese  rival  in  Japan.  It 
shrugged  off  a  low-price  Taiwanese 
assault  by  something  called — are  you 
ready? — Rego.  Far  from  being  replaced 
by  such  low-cost  producers  as  South 
Korea  and  Brazil,  Lego  has  now  begun 
producing  there.  By  selling  directly  to 
retailers  in  20  affluent  countries,  and 
providing  them  with  a  well-promot- 
ed, dependable,  high-priced  product 
that  makes  for  high  profits,  Lego  has 
all  but  eliminated  rivals. 

Eighty  percent  of  north  European 
households  with  young  children  have 
Lego  at  home,  and  though  the  U.S. 
figure  is  less  than  half  that,  it's  grow- 
ing. Lego  has  well  over  60%  of  the 
U.S.  construction  toy  market,  which 
last  year  totaled  $189  million. 

Put  together  by  a  man  with  seven 
years  of  schooling,  Lego  is  now  run  by 
his  publicity-shy  son,  who — barricad- 
ed behind  six  kinds  of  herring  and  the 
unassailable  fact  that  he,  his  father 
and  a  sister  own  the  company — only 
smiles  when  asked  about  profits. 
With  pretax  margins  of  17%,  Presi- 
dent Kjeld  Kirk  Kristiansen  has  a  lot 
to  smile  about:  Fisher-Price  and  Has- 
bro, which  lead  U.S.  toymakers  in 


tterlego  President  Kjeld  Kirk  Kristiansen  at  Lego/and,  the  company-built  amusement  park 
single,  stunningly  simple  idea  seemingly  immune  to  knockoffitis. 
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COMPANY. 


From  world  leadership  in  packaging  comes 
the  power  for  O-I's  growth. 


The  packaging  industry  is  currently  undergoing  dramatic  consolidation 
aid  restructuring.  Significant  players  are  cashing  in  their  chips  and  with- 
tfawing— expressing  concern  about  the  "static"  nature  of  the  business.  We 
cwi't  see  it  that  way.  At  Owens-Illinois  were  committed  to  packaging  long  term— 
tpth  here  in  the  U.S.  and  around  the  globe. 

Our  strategy  is  to  be  the  best  in  glass,  plastic  and  corrugated  packaging, 
A  well  as  closures.  Best  in  terms  of  quality,  productivity,  reliability  and  total 
ilue.  We've  made  the  necessary  investments  to  be  sure  our  manufacturing 
Eocilities  are  state-of-the-art  and  on  the  cutting  edge  of  technology.  We  intend 
q  keep  them  that  way.  And  our  people  are  committed  to  winning. 

We  are  proving  consistently  that  packaging  does  offer  profitable  oppor- 
tunities for  a  true  leader  in  the  field.  And  in  this  scenario  of  fewer  and  fewer 
flayers,  we  like  our  chances  over  time. 

Our  packaging  business  also  continues  to  generate  substantial  amounts 
ci  cash  for  investment  in  selective,  high-growth  areas.  And  we  are  investing. 
C I  is  already  the  fifth  largest  investor-owned  operator  of  extended  health  care 
f,:ilities  and  one  of  the  five  largest 
I  oducers  of  residential  mortgages  in 
tie  nation. 

Owens-Illinois.  A  $3.7  billion  global 
conization  focused  on  customer 
stisfaction  and  profitable  growth.  You 
I  ould  get  to  know  us  better.  We're  _  _ 

t  ilding  on  the  power  of  packaging.  OW  ENS'ILLINOIS 

Toledo,  Ohio  43666 


At  Legoland,  a  model  of  Copenhagen's  port  built  of  3  million  bricks 
Second-generation  families  are  still  buying. 


profitability,  weigh  in  at  only  10.5% 
and  8.9%,  respectively.  Lego's  22.3% 
return  on  assets  is  nearly  double  Fish- 
er-Price's 13.5%.  Over  five  years  Fish- 
er-Price's sales  have  risen  5.8%; 
Lego's,  7.8%.  So  the  real  question  is 
not  how  much,  but  how  come? 

The  answer  is  virtually  a  primer  in 
efficient  business  practice.  To  wit: 

Kristiansen's  father  Godtfred  un- 
derstood early  on  that  renewing  the 
toy  with  additional  shapes  and  sizes 
every  year  or  so  would  renew  its  mar- 
ketability. Today's  Lego  add-ons  don't 
replace,  they  enhance  the  value  of 
yesterday's,  so  that  second-generation 
families  are  still  buying.  The  earliest 
Lego  bricks  make  the  perfect  base  for 
the  latest  Lego  innovations:  electric 
motors,  tiny  bits  with  flashing  lights, 
even  sets  that  can  be  computer-con- 
trolled using  Lego  software. 

Clearly  the  folks  at  Lego  under- 
stand the  potential  (six  eight-stud 
bricks  can  be  combined  102,981,500 
ways)  of  their  product.  This  in  an  in- 
dustry where  the  failure  rate  for  new 
items  is  over  80%.  Realizing  that  its 
basic  building  brick  was  not  quite 
right  for  younger  children  lacking 
dexterity,  Lego  in  1969  brought  out 
Duplo  blocks,  the  original  thumbnail- 
size  brick  enlarged  eight  times.  Not 
only  do  these  larger  blocks  snap  onto 
the  original  bricks,  but  toddlers  who 
grow  out  of  them  grow  right  into  stan- 
dard Lego.  All  told,  there  are  six  lines 
of  Lego,  all  interchangeable  and  com- 


patible and  none  requiring  a  TV  car- 
toon series  to  promote  them. 

These  Danes  take  a  particularly 
hard-headed  approach  to  quality  and 
cost  control:  Lego's  Billund  factory 
looks  like  the  set  for  a  movie  called 
"Robot  Madness,"  but  only  up  to  the 
packing  stage,  where  high-paid  hu- 
mans (U.S.  and  Danish  labor  costs  are 
comparable)  were  found  to  be  cheaper 
and  more  efficient  at  picking  pieces 
for  306  different  sets. 

The  entire  operation,  with  produc- 
tion in  six  countries,  is  totally  self- 
financed.  The  family  has  stuck  to 
slow,  dogged,  planned  growth.  Long- 
term  debt  is  0.4%  of  equity.  "A  very 
important  part  of  our  philosophy," 
Kristiansen  says.  "The  family  has 
never  taken  heavy  dividends  out  of 
the  company;  that  money  stays  in  the 
company,  invested  for  the  future." 

One  crucial  investment  is  in  shows 
of  model  buildings  and  animals  made 
of  Lego.  These  travel  a  circuit  of  major 
toy  and  department  stores;  the  shops 
even  pay  the  bills.  Why?  The  16.5 
million  people  who  saw  them  in  the 
U.S.  last  year  not  only  bought  Lego — 
they  bought  socks,  coats,  bats  and 
balls.  This  kind  of  honest  showman- 
ship breeds  retail  loyalty  too  intense 
to  be  overcome  by  low-price  imita- 
tors. Lego  sets  aren't  fads  like  Cab- 
bage Patch  Dolls  that  eventually  will 
be  orphaned  on  the  shelves.  Where 
toy  margins  are  tight  (36%  in  the  U.S. 
and  40%  overseas),  Lego's  high  prices 


mean  big  money.  Hamley's,  the  L< 
don  toy  giant,  says  the  brand  accou 
for  over  5%  of  its  sales. 

Diversification?  Lego  did  buik 
25-acre  amusement  park  at  Billvj 
full  of  model  cities,  animals  and  lai 
scapes  made  of  Lego  bricks.  (It  is  oj 
marginally  profitable  because  J 
land's  weather  keeps  it  closed  mosl 
the  year.)  But  there  are  no  new  toi 
"We  have  had  continuous  devel< 
ment  of  this  single  product  ide, 
Kristiansen  declares,  "instead  of  si 
ing  that  now  we  have  to  find  son 
thing  else  to  do." 

The  payoff:  Colcco  may  have  s\ 
S600  million  worth  of  Cabbage  Pat 
Dolls  last  year,  but  this  year  sales  ? 
expected  to  halve.  Lego  sold  S600  m 
lion  worth  of  bricks  last  year  ai 
judging  by  increased  hiring  in  19! 
and  by  new  construction  in  1986.1 
expects  a  double-digit  sales  incres 
this  year. 

According  to  the  kind  of  busing 
theory  peddled  in  M.B.A.  program 
this  can't  go  on  forever.  But  challei 
ers  quickly  crash  headlong  into  Leg' 
astute  marketing.  Also,  the  compa 
will  sue  when  it  senses  tradema 
infringement:  Tyco  Toy  Co.,  a  N< 
Jersey  firm  that  makes  Lego  loc 
alikes,  is  in  court  in  the  U.S.,  Cana 
and  Hong  Kong  on  that  issue. 

"So,  we  have  put  all  our  eggs  in  o> 
basket,"  Kristiansen  says.  Perhaps i 
a  good  thing  his  father  never  made 
to  eighth  grade.  ■ 
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PARTS.  Put  74,692  parts  together  and  you 
have  a  Viggen  fighter.  We  maintain,  test,  and 
overhaul  each  one  of  those  parts  on  Viggens 
and  other  aircraft.  We've  been  doing  it  since 
Swedish  aviation  first  took  off  in  1913,  and 
are  certified  and  established  in  the  U.S.,  U.K., 
and  Sweden.  Now  we've  developed  computer 
software  for  automatic  testing  of  the  JAS  39 
Gripen,  soon  the  world's  newest  multi-role 
combat  aircraft. 


SMARTS.  Computer-powered  rubies 
accurately  measure  objects  to  within  one- 
thousandth  of  a  millimeter.  We  not  only  sell 
our  coordinate  measuring  systems  to  compa- 
nies in  25  countries,  we  use  them  ourselves. 
When  we  overhaul  jet  engines,  for  example. 

We're  the  FFV  Group,  active  in  electronics, 
aviation,  and  defense.  For  the  facts  write: 
FP7,  Dept.  1-340,  S-63187  Eskilstuna,  Sweden. 

■a 

FFV 


Most  telephone  networks 

begin  here. 


Ours 
begin  here 


ssignment  the  same  way. 
By  thinking. 

Thinking  about  the  particular 
ituation.The  people  involved.  And 
e  most  efficient,  most  innovative 
y  to  help  them  connect. 
It's  a  step  Centel  people  insist  on 
aking  before  any  equipment 
s  selected. 

And  because  we  can  select  our 
equipment  from  a  number  of 
manufacturers,  we're  free  to  create 
a  truly  objective  solution. 
Objective  thinking  is  helping 
ake  Centel  digital  exchange 
etworksT  like  the  one  in  Las  Vegas, 
levada,  the  blueprint  for  commut- 
ations networks  of  the  future. 
And  it's'the  same  discipline  we  use 
o  help  people  connect  with  business 
ommunications  systems,  cable 
vision  and  more, 
inking.  It  might  just  sound  like 
n  sense. 

ink  youll  see  that 
roach  toward  helping 

B. 


For  more  information,  write  Centel,  Dept.  A I 
8725  Higgins  Road,  Chicago,  IL  60631 . 


YOUR  BUSINESS  WOULD  BE 
ABETTER  PLACE  TO  WORK  IF  IT  WEF 
IN  A  BETTER  PLACE  TO  LIVE. 


"The  state  where  you  choose  to 
locate  your  business  shouldn't  only 
be  rich  in  tax  incentives  or  loan 
programs. 

"It  should  also  be  rich  in  quiet 
parks  in  the  midst  of  bustling  cities. 
Neighborhoods  brimming  with  res- 
taurants, galleries  and  theaters. 
And  mile  upon  mile  of  lakes,  rivers 
and  forest. 

"It  all  adds  up  to  quality  of  life. 


And  by  every  measure,  Pennsylvania 
ranks  among  the  most  desirable 
places  to  live  in  the  nation. 

"Our  two  major  cities,  Pittsburgh 
and  Philadelphia,  rank  first  and  fifth 
nationwide  in  quality  of  life.  And  that 
means  more  than  superior  schools, 
lively  culhire,  top  pro  sports,  great 
entertainment  and  low  cost  of  living. 

"It  also  means  Pennsylvania 
enjoys  one  of  the  highest  concentra- 


tions of  scientists, 
engineers  and  profes- 
sionals anywhere. 

"You  see,  to  attract  the' 
best  employees,  vou  have 
to  offer  a  great  place  to  live 

Dick  Thornburgh,  Governor 

YOUR  BUSINESS 
HAS  A  FRIEND 
IN  PENNSYLVANIA. 


i  1986,  Pennsylvania  Department  of  Commerce.  To  find  out  more  about  business  opportunities  here,  write  Jim  Pickard.  Secretarv  of  Commerce, 

433  Forum  Building.  Harrisburg,  PA  17120.  Or  call  (717)  787-6500. 


The  Up  &  Comers 


Lessons 


ks  much  a  commune  as  a  company,  small- 
ish Woodward  Governor  has  some  lessons 
br  bigger  companies  that  are  wondering 
Sow  to  improve  productivity. 

How  to  win 
|  the  class  struggle 


By  Robert  McGough 


senior  General  Motors  exec- 
utive recently  laid  it  on  the 
line:  "The  Japanese  advantage 
/er  us  is  their  management  of  their 
sople."  It's  called  productivity,  and 
the  long  run  it  is  as  important  as 
[chnology  and  more  so  than  wage 


levels.  General  Motors  is  struggling  to 
improve  its  productivity.  So  is  the  rest 
of  U.S.  industry. 

All  of  them,  even  the  Japanese, 
could  learn  a  thing  or  two  in  Rock- 
ford,  111.,  86  miles  west  of  Chicago  and 
home  to  the  Woodward  Governor  Co. 
Yes,  Rockford,  111.,  in  the  heart  of  the 
rust  belt.  Woodward  workers  don't 


pack  up  early  or  straggle  in  late.  They 
start  working  at  7:42  and  break  off  at 
4:12.  No  one  breaks  for  coffee  or  a 
smoke,  unless  working  overtime. 
Lunch  lasts  30  minutes.  Precisely. 
And  that  30  minutes  applies  to  the 
chairman  as  well  as  to  the  newest 
worker.  Vacations  and  holidays? 
Christmas?  Workers  must  pay  for 
them  out  of  their  profit-sharing  pool. 

Woodward  is  not  on  our  list  of  the 
country's  200  best  small  companies 
(p.  166)  because  its  sales  have  not 
grown  as  rapidly  as  those  of  the  com- 
panies on  the  list.  The  governor  busi- 
ness has  not  been  as  hot  as  mutual 
fund  management,  say,  or  premium 
ice  cream  of  late.  But  consider  some 
other  facts.  Woodward  has  been  prof- 
itable every  year  since  it  went  public 
in  1940.  Return  on  equity  has  held  at 
a  steady  14%  to  18%  during  the  last 
decade. 

This  is  not  the  result  of  proprietary 
products.  Take  a  tough  competitor 
like  nearby  Sundstrand  Corp.  It  earns 
around  $7,400  in  pretax  profit  per 
worker.  Woodward  earns  around 
$1 1,500,  double  the  amount  ten  years 
ago.  At  8.3%  last  year,  Woodward's 


'oodward  President  Bob  Pope  and  Chairman  Cal  Covert 

The  loyalty  we  have  for  our  people  is  something  that  we  have  to  continue  to  demonstrate. 


Machinists  at  Woodward's  Rockford  plant 

Prohibited:  beards  on  men,  pants  on  women.  Required:  jackets  and  ties  >\ 


net  profit  margin  was  more  than 
twice  that  for  the  aerospace  industry, 
in  which  Woodward  competes. 

While  other  old-line  manufacturers 
dump  workers  right  and  left,  Wood- 
ward Governor's  payroll  has  increased 
44%,  to  2,750  workers,  since  1976. 
Since  the  end  of  World  War  II  Wood- 
ward has  had  only  two  minor  layoffs. 
Among  the  investors  who  have  done 
well  on  Woodward's  stock  and  still 
have  positions:  the  Nicholas  II  Fund, 
which  invests  along  principles  estab- 
lished by  investor  Ben  Graham,  and 
Philip  Carret,  who  has  owned  the 
stock  for  ten  years. 

Has  Woodward  achieved  all  this  by 
iron  discipline?  Only  the  iron  disci- 
pline imposed  by  high  morale. 

Listen  to  Bob  Pope,  who  worked  at 
General  Electric  and  Studebaker-Wor- 
thington  before  joining  Woodward  as 
president  in  April  1983:  "I've  never 
worked  in  a  place  where  there  was 
such  a  willingness  [on  the  part  of 
workers)  to  accept  the  challenges  of 
the  business  as  challenges  to  them." 

A  tiny  company?  Hardly.  Wood- 
ward's sales  were  over  $200  million  in 
its  fiscal  year  just  ended.  A  brand-new 
one?  It  got  its  start  in  1870  when 
Amos  Woodward,  a  Rockford  machin- 
ist, received  a  patent  for  a  device  that 
regulated  the  flow  of  water  to  a  water- 
wheel,  keeping  the  wheel  at  a  con- 
stant speed.  Today  Woodward  Gover- 
nor is  the  world's  largest  exclusive 
manufacturer  of  governors — devices 
that  keep  engines  in  airplanes,  trains 
and  power  plants  from  spinning  out  of 
control.  Some  of  its  products — at 
$40,000  to  $60,000  each— go  into 
commercial  aircraft.  Others  go  into 
B-l  bombers  and  F-16  fighters. 

How  does  a  company  move  from 
the  water  wheel  to  the  jet  engine  with 
hardly  a  sacking?  With  high  produc- 
tivity. The  "secret"?  Blurring  the  dis- 
tinction between  bosses  and  workers, 
between  owners  and  employees. 
Unions?  Forget  it.  A  union  last  tried 
to  organize  Woodward  in  the  1940s. 

To  work  at  Woodward  is  not  unlike 
being  a  member  of  a  commune.  In 
Woodward's  lexicon,  those  associated 
with  the  company  are  one  of  two 
kinds  of  "members":  either  "worker 
members"  or  "shareholder  mem- 
bers." The  annual  report's  certifica- 
tion letter  is  addressed  to  "Sharehold- 
er and  Worker  Members." 

Imagery  and  ceremony  play  large 
roles.  To  work  at  Woodward  you  don't 
merely  sign  a  time  card  and  show  up 
for  work.  You  consciously  and  sol- 
emnly join  a  corporate  family. 

"Would  you  pray  with  me,  please?" 
asks  the  Reverend  William  Kerr  at  a 
recent  induction  ceremony  for  18  new 


Woodward  worker  members.  With 
that,  more  than  400  in  the  audience 
bow.  "We  thank  you  for  hands  with 
the  ability  to  work,"  the  minister  in- 
tones. "Through  work,  we  become  a 
part  of  your  creative  universe." 

After  the  prayer,  lapel  pins  are  fas- 
tened on  the  new  members  as  the 
audience  applauds.  Says  Cal  Covert, 
61,  a  former  machinist  who  is  now 
chairman:  "I  still  get  a  chill  when  that 
damn  ceremony  is  done." 

Woodward's  attempt  at  resolving 
the  class  struggle  dates  to  the  de- 
pressed 1930s,  when  the  Woodward 
family  forwent  dividends,  and  their 
workers  took  pay  cuts  of  more  than 
50%  to  avoid  firings.  This  practice  of 


sharing  the  owners'  risks,  and  re- 
wards, with  the  employees  survives. 
In  base  pay  alone,  Woodward  workers 
fare  poorly  relative  to  counterparts 
elsewhere:  Machinists  earn  $6  to  $10 
per  hour,  85%  of  the  industry  average. 

Exploitation  on  a  Dickensian  scale? 
But  wait.  For  the  last  two  years, 
Woodward's  worker  members  have 
received  a  profit-sharing  bonus  equal 
to  about  50%  of  base  pay,  putting 
their  gross  pay  20%  above  the  local 
averages.  All  worker  members,  from 
Chairman  Covert  to  groundskeepers, 
get  the  same  percentage  of  their  base 
salaries  as  bonus.  And  the  bonus  is  in 
addition  to  company-paid  haircuts, 
physicals,  dentist  and  doctor  visits, 


t  at  all  times,  including  machinists. 


egal,  tax,  financial  and  spiritual 
ounseling,  all  on  premises. 

Okay.  But  business  has  been  good 
he  last  few  years.  The  company  could 
fford  to  be  nice.  What  happens  when 
imes  get  tough?  It's  the  Japanese  an- 
wer:  Instead  of  laying  off  workers, 
Voodward  cuts  or,  were  things  to  get 
eally  bad,  eliminates  the  bonus. 

That  hurts.  But  it  certainly  beats 
inemployment.  In  1982,  when  sales 
X  its  turbine  division  dropped  25%, 
Voodward  laid  off  less  than  3%  of 
he  division's  workers.  Woodward 
vorker  members,  says  Bill  Oliver, 
ales  manager  at  the  local  Ford  deal- 
ership, "never,  ever  have  a  problem 
letting  financing." 


Woodward's  manager-worker 
members  are  understandably  shy 
about  disclosing  how  they  distribute 
Woodward's  surplus.  But  in  broad 
outline  it  works  like  this: 

Every  fall  the  board  decides  how  to 
split  the  surplus  between  worker 
members  and  stockholder  members. 
(At  Woodward,  surplus  means  reve- 
nues after  expenses,  but  before  the 
workers'  bonus.)  The  board  first  cush- 
ions the  stockholders  by  setting  aside 
a  minimum  return  on  shareholders' 
equity,  using  T  bills  as  a  guideline. 

Next,  the  board  compares 
shareholders'  equity  with  the  work- 
ers' capitalized  wages  and,  using  dis- 
cretion, divides  the  balance  of  the  sur- 


plus between  owners  and  workers. 
The  worker  members'  share  is  the 
bonus — around  $20  million  last  year. 
Shareholder  members  received  $29 
million  in  pretax  income.  Some  $4 
million  of  that  was  paid  out  as  divi- 
dends. (The  government  members? 
The  tax  take  was  $14  million.)  The 
balance  was  added  to  retained  earn- 
ings. Net  income:  $15  million. 

Because  all  worker  members  get  an 
identical  percentage  of  their  base  pay 
as  bonus,  setting  base  salaries  takes 
on  a  special  importance  at  Woodward. 

Each  June  every  worker  sits  down 
in  the  company  cafeteria  for  an  hour 
or  so  and  assigns  rankings  to  everyone 
in  his  department.  Included  on  the 
workers'  evaluation  sheets  are  the 
names  of  their  supervisors — a  good 
chance  for  workers  to  instruct -top 
management  about  daily  life  with 
middle  management. 

Supervisors,  too,  spend  hours  rank- 
ing each  of  their  subordinates.  Then 
the  workers'  and  the  supervisors' 
evaluations  are  sent  to  Woodward's 
14-member  Member  Evaluation 
Committee,  which  spends  half  of 
each  day  for  three  months  comparing 
the  workers'  and  supervisors'  ratings, 
making  inquiries  if  there  is  much  of  a 
difference.  "Sometimes,"  says  Jerry 
Forberg,  director  of  personnel,  "the 
discussions  get  quite  heated." 

Eventually,  the  committee  pro- 
duces a  secret  list  that  ranks  each  of 
Woodward's  2,750  workers  in  terms 
of  the  worker's  contribution  to  the 
corporate  community.  This  year  Pres- 
ident Bob  Pope  was  ranked  number 
one,  Chairman  Cal  Covert  was  num- 
ber two,  and  so  on  down  to  number 
2,750.  Each  worker  member's  base 
salary,  and  therefore  his  bonus,  de- 
pends directly  on  his  position  on  the 
list.  The  starting  salaries  range  from 
$9,360  for  a  storeroom  clerk  to 
$25,350  for  an  engineer.  Bob  Pope's 
salary,  including  bonus,  was  $247,000 
last  year. 

How  do  you  keep  this  evaluation 
system  honest?  How  do  you  avoid 
favoritism  and  logrolling?  Simple  self- 
interest  prevents  it.  Anyone  not  pull- 
ing his  or  her  weight  is  hurting  every- 
one else's  bonus  opportunities. 

"There  isn't  anyone  who  knows 
your  work  better  than  a  person  who 
works  with  you,"  says  Kathy  Waelti,  a 
claims  processor,  adding:  "We're  so 
busy,  you  want  to  reward  the  people 
who  work  hard."  Agrees  Brad  Drake,  a 
Woodward  engineer:  "Your  co-work- 
ers' rating  is  usually  pretty  honest." 

Woodward  is  debt-free  and  self-fi- 
nancing. It  is  building  a  $17  million 
plant  in  Stevens  Point,  Wis.,  while 
increasing  its  dividend  by  20%,  to 


New  "members" pray  during  induction  ceremony 


No  coffee  breaks,  but  free  haircuts  from  company  barbers 


Chairman  Covert  taking  his  turn  in  the  lunch  line 

You  can't  treat  workers  like  a  commodity  and  expect  them  to  produce. 


$3.35  per  share  this  year.  The  shart 
by  the  way,  are  about  55%  owned  I 
Woodward  descendants  and  worke) 
and  trade  over-the-counter,  receni 
at  120  bid,  130  ask. 

Clearly,  the  Woodward  way  is  n 
for  everyone.  A  hidden  cost  of  life  i 
commune — be  it  religious,  politia 
corporate  or,  in  Japan's  case,  natio 
al — is  social  conformity.  At  Wo« 
ward  men  cannot  have  beards  a 
must  wear  jackets  and  ties  at 
times — that  includes  machinis 
who  wear  jacket-like  smocks  a 
clip-on  bow  ties  that  can't  get  cauf 
in  the  machines.  Pants  on  women; 
proscribed. 

But  many  find  all  this  quite  con 
nial.  "I  like  the  environment,"  sj 
Tony  De  Pasqua,  a  barber  there  for 
years,  "the  cleanliness,  the  camarat 
rie,  along  with  management  w 
make  you  feel  like  you're  one  of  I 
guys." 

None  of  what  Woodward  dc 
could  work  unless  management  v 
willing  to  invest  plenty  of  time  a 
effort  on  worker  relations — you  ca 
treat  the  workers  like  a  commod 
and  expect  them  to  produce  the  w 
Woodward's  do.  This  means  op 
lines  of  communication.  Bullet 
boards  near  the  cafeteria  are  papei 
with  monthly  financial  data — ca 
and  securities,  accounts  receivab 
net  working  capital,  shipments.  1 
nus  payments  were  down  slight 
from  last  year,  and  Woodward's  mi 
agement  went  to  great  lengths  a 
companywide  meeting  to  explain  I 
dip.  "Honesty  and  consistency,"  ss 
Pope,  "are  the  key." 

Change.  It  is  in  the  air  for  Woi 
ward  as  for  U.S.  industry  at  large. 
Woodward's  case,  the  hydromecha 
cal  technology  Woodward  has  us 
for  a  century  is  gradually  being  sup 
seded  by  electronics.  "We  ha 
evolved  as  far  as  we  would  intend 
with  hydromechanical  computer 
says  Pope.  On  the  other  hand,  he  c< 
tinues,  "the  loyalty  we  have  for  ( 
people  is  something  that  we  have 
continue  to  demonstrate.  You  ca 
abandon  this  part  of  the  business  a 
go  out  and  buy  an  electronics  firm 
•  Sophisticated  engines  using  el 
tronic  governors  still  require  hyd 
mechanical  backups,  so  Woodwar 
business  won't  disappear  overnig 
That  gives  the  company  time  to  mc 
into  electronics. 

Productivity.  Everyone  knows  it 
a  national  problem.  The  folks 
Woodward  have  been  dealing  eff 
tively  with  the  problem  for  decad 
The  answers  they  found  are  not 
everybody.  But  everybody  can  le: 
from  them.  ■ 


baLans 


Balance 

•  A  well-ordered  integration  of  elements;  e.g.,  combining 
the  sales  from  diverse  businesses  into  ten  years  of 
uninterrupted  earnings  growth. 

•  Stability  produced  by  distribution  of  weight;  e.g., 
planned  diversification  between  commercial  and  govern- 
ment business. 

•  A  harmony,  one  encouraging  divisional 
entrepreneurship  with  strong  financial  support- 
like $Z.5  billion  in  capital  expenditures  over  the 
last  five  years. 


urs  is  a  strategic  balance.  Between  commer- 
c  1  and  government  business.  Between  down-to- 
e  'th  management  and  opportunities  as  limitless  as 
s  ice.  This  balance  has  been  the  key  to  our  consistent 
£  )wth,  contributing  to  annual  sales  in  excess  of  $11  billion. 

Our  Allen-Bradley  subsidiary  contributes  in  a  major  way  to 
1  ckwelFs  strategic  balance.  It  increases  significantly  our  capa- 
1  ities  in  industrial  automation  and  electronics  equipment 
I  d  systems.  This  further  establishes  Rockwell's  leadership 
|  sition  in  applying  electronics  technology  for  diverse 
i  ias  of  business,  giving  us  a  $3.4  billion  share  of 
f  ctronics  markets.  To  learn  more  about  us,  write: 
1  ckwell  International,  Department  815R-2, 
<  0  Grant  Street,  Pittsburgh,  PA  15219. 


Rockwell 
International 


...where  science  gets  down  to  business 

Aerospace  /  Electronics  /  Automotive 
General  Industries /A-B  Industrial  Automation 
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"I  need  a  simple  office  phone! ' 

1  need  a  large 

teiecommuni 

"I  need  voice  only." 

"I  need  voice  and 

I  need  digital  swi 

"I  need  transmission  < 

WI  need  tie  lines!' 

"I  need  WATS 

"I  need  multiple  loi 

hook-iins" 


fftom-tailored 
ions  system!' 
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ment" 


es" 


istance 


"One  company 
can  handle  all  your 
telecommunications 
needs?  GEE!" 

(No,  GTE!) 

Perhaps,  right  now,  you  have  only  one 
small  need.  Then  again,  you  may  need 
your  entire  telecommunications  system 
revamped. 

Whatever  the  situation,  you  can  count 
on  your  GTE  account  manager  to  solve 
your  every  problem. 

If  you  do  need  a  new,  updated  system, 
first  we'll  make  a  complete  audit  and  anal- 
ysis of  your  current  one.  Then,  with  the 
help  of  experts  in  all  the  various  tele- 
communications areas,  we'll  develop  a 
communications  management  plan  spe- 
cifically tailored  to  your  business  needs. 

The  plan  will  include  recommenda- 
tions for  local  telephone  services,  office  sys- 
tems (including  office  automation  equip- 
ment ) ,  and  any  complementary  communi- 
cations services  that  should  be  considered 
(cellular  mobile  phones,  radio  paging, 
etc.).  We'll  even  recommend  alternative 
long-distance  services,  if  you  wish. 

After  the  plan  is  implemented,  your 
GTE  account  manager  will  continue  to 
stay  in  touch  with  you.  Helping  you.  Ad- 
vising you.  Keeping  you  one  step  ahead. 

Call1-800-GEE-NO-GTE 
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The  200  Best  Small  Companies  in  America 


Herewith,  the  country's  200  best  small  companies.  Their  secre 
finding  a  specialty,  and  staying  with  it. 


Niche  list 


By  Steve  Kichen 
and  Matthew  Schifrin 


Adam  Smith,  he  of  The  Wealth  of  Na- 
tions, would  not  have  been  surprised 
at  ( 1 )  the  high  and  still  rising  standard 
of  American  living  and  (2)  the  coun- 
try's wealth  of  prosperous  small  busi- 


nesses. The  two,  Smith  understood, 
go  hand  in  glove. 

"The  division  of  labour,"  wrote  the 
Sage  of  Glasgow,  "so  far  as  it  can  be 
introduced,  occasions,  in  every  art,  a 
proportionable  increase  of  the  produc- 
tive powers  of  labour.  The  separation 
of  different  trades  and  employments 


from  one  another  seems  to  have  talc 
place  in  consequence  of  this  adva 
tage."  The  division  of  labor,  Smi 
added,  "occasions,  in  a  well-govern 
society,  that  universal  opulen 
which  extends  itself  to  the  lowe 
ranks  of  the  people." 
We  think  Smith  would  have  lik 
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mt  annual  ranking  of  the  200  Best 

iaall  Companies  in  America  (see  p. 
p<6).  It  is  nothing  so  much  as  a  docu- 
i  ent  of  capitalism's  continuing  drive 
!  divide  labor,  and  so  raise  productiv- 

r  and  material  well-being.  It  is  a  list 
jobs  cleaved  from  jobs,  of  niches 

owing  within  niches.  A  niche  list,  if 

iu  will. 

:  Once  there  was  ice  cream.  Now 
ere  is  ice  cream,  superpremium  ice 
earn  and,   elbowing  in  between 
em,  premium  ice  cream.  In  that  $1 
llion  niche,  $103  million  (sales) 
:  reyer's  Grand  Ice  Cream  has  aver- 
;ed  a  return  on  shareholders'  equity 
25%  a  year  over  the  last  five  years. 
Once  there  was  pizza.  Now  there  is 
'4  million  (sales)  Pasquale  Food,  of 
rmingham,  Ala.,  started  31  years 
;o,  that  sells  uncooked  pizzas  to  su- 
:rmarkets,  which  then  sell  the  raw 
zzas  in  their  deli  departments, 
i  Once  a  few  wealthy  people  con- 
olled  most  capital.  Now  the  masses 
uy  mutual  funds.  Two  of  the  very 
::st  of  our  small  companies  (see  be- 
iw),  Pioneer  Group  and  Eaton  Vance, 
;e  mutual  fund  managers. 
I  And  so  on  through  our  list  of 
:  ches.  Telxon  makes  hand-held  corn- 
liters  for  inventory  and  order  entry, 


and  for  utility  meter  checking.  Its 
profits  went  up  more  than  60%  last 
year.  Graphic  Technology,  of  Olathe, 
Kans.,  designs  and  manufactures  cus- 
tom bar-coded  shelf  labels.  Guilford 
Industries  is  a  leading  supplier  of  fab- 
ric for  freestanding  office  partitions. 
SafeCard  Services  sells  credit  card 
loss  notifications  and  prepaid  legal 
services  to  about  8  million  of  the 
country's  100  million  credit  card 
holders.  Just  17  years  old,  the  Fort 
Lauderdale  company  earned  $14.6 
million  last  year  on  revenues  of  $58 
million.  Latest  12-month  return  on 
equity:  43%. 

By  itself,  of  course,  a  niche  does  not 
get  a  company  onto  our  list  of  the  best 
small  companies.  To  make  the  grade, 
a  company  must  have  a  minimum 
five-year  average  return  on  equity  of 
10.9%,  as  defined  by  William  O'Neill 
&  Co.,  which  supplies  our  raw  statis- 
tical material.  For  the  latest  12 
months,  profitability  had  to  be  10%  or 
better.  Any  company  whose  earnings 
fell  more  than  75%  from  one  year  to 
the  following  was  dropped.  Long-term 
debt  must  be  less  than  equity.  We  also 
required  an  average  annual  gain  in 
earnings  per  share  of  at  least  9%  over 
the  past  five  years,  and  a  five-year 


average  annual  sales  growth  of  8%  or 
better. 

Finally,  we  dropped  foreign  firms, 
banks,  electric  utilities  and  real  estate 
investment  trusts.  We  also  dropped 
firms  with  less  than  five  years  of  earn- 
ings history,  and  those  with  earnings 
of  less  than  $1  million  during  the  lat- 
est 12  months  or  with  share  prices 
less  than  $2.  Let  other  magazines 
pitch  the  penny  stocks. 

As  you  might  expect,  there  is  strong 
representation  on  the  niche  list  of 
companies  in  currently  strong  indus- 
tries. From  the  defense  trade,  for  ex- 
ample, we  have  American  Nucleon- 
ics, Anaren  Microwave,  Atlantic  Re- 
search, Bolt  Beranek  and  Newman, 
DBA  Systems,  Logicon,  Orbit  Instru- 
ment, Radiation  Systems  and  Wat- 
kins-Johnson.  And,  representing  the 
volatile  financial  markets,  are  Quick 
&  Reilly,  a  discount  brokerage,  Mor- 
gan Keegan,  a  regional  securities  deal- 
er in  the  southeastern  U.S.,  and  mutu- 
al fund  managers  Dreyfus,  Eaton 
Vance,  Franklin  Resources  and  Pio- 
neer Group. 

Apparel  manufacturers  and  retail- 
ers are  also  well  represented,  in  part 
because  the  return  on  equity  for  mod- 
estly well  managed  companies  in 


The  best  of  the  brightest 


By  virtue  of  appearing  on  each  of  our  annual  lists  of  the 
country's  best  small  companies  for  five  years  running, 
these  14  companies  join  Forbes'  honor  roll  of  small 
companies.  Note  that  honor  roll  membership  and  supe- 
rior stock  performance  are  not  synonymous.  Shares  of 


FlightSafety  International  bought  five  years  ago  and 
held  would  be  up  just  27%.  But  $1,000  invested  in 
Mylan  Labs  grew  to  nearly  $21,000.  In  all,  $14,000 
invested  in  the  group  five  years  back  would  now  be 
worth  $76,521.  You  could  have  done  worse. 


Company 

— Return  on  equity — 
latest 
5-yeat  12 
average  months 

Recent 
price 

Yield 

Value  of 
$1,000 
invested 
9/25/81 

Chief  executive 

Pioneer  Group 

35.1% 

32.5% 

25% 

1.6% 

$4,736 

John  F  Cogan  Jr 

Mylan  Laboratories 

33.9 

77.7 

1 1% 

0.6 

20,833 

Roy  McKnight 

Dreyer's  Grand  Ice  Cream 

25.3 

23.8 

21 

2.0 

3,405 

T  Gary  Rogers 

SafeCard  Services 

24.8 

42.8 

24% 

1.0 

9,159 

Peter  A  Halmos 

Eaton  Vance 

22.0 

27.7 

18'/2 

1.3 

6,435 

Landon  T  Clay 

Postal  Instant  Press 

20.9 

24.0 

13 'A 

1.5 

1,987 

Thomas  C  Marotto 

FlightSafety  International 

20.5 

19.1 

21% 

0.9 

1,266 

Albert  L  Ueltschi 

Bolar  Pharmaceutical 

19.1 

18.8 

22  Vi 

0.2 

3,938 

Robert  Shulman 

Medex 

18.9 

14.7 

8 

0.8 

1,684 

Craig  Waldbillig 

Stryker 

17.7 

19.1 

34 

4,341 

John  W  Brown 

Pansophic  Systems 

17.0 

16.3  ' 

28 

2,605 

David  I  Eskra 

Mentor 

15.1 

12.7 

14% 

10,690 

Christopher  J  Conway 

Spectrum  Control 

14.7 

17.7 

IT'/s 

0.6 

2,171 

Thomas  L  Venable 

Spectradyne 

12.8 

15.2 

16 

3,273 

Howard  T  Buchanan 

Total 

$76,521 

Source:  Forbes 

1 

John  Cogan  Jr.,  president  of  Pioneer  Group 
Volatile  financial  markets,  enviable  profits. 


these  businesses  is  usually  high.  In 
this  category  are  Cherokee  Group,  a 
manufacturer  of  women's  footwear 
and  apparel;  Deb  Shops,  a  rapidly  ex- 
panding Philadelphia-based  chain  of 
junior  sportswear;  Connecticut's 
Dress  Barn;  Georgia's  Banker's  Note, 
which  runs  some  40  moderate-  to 
high-priced  women's  specialty  shops. 

How  do  our  best  little  companies  do 
as  investments?  Exceedingly  well, 
sometimes.  In  1980  Service  Corp.  In- 
ternational traded  as  low  as  1  Vz  on  a 
split-adjusted  basis.  Shares  now  trade 
around  32.  The  market  value  of  Pitts- 
burgh-based Mylan  Labs,  which  man- 
ufactures generic  drugs,  has  increased 
twentyfold  in  five  years.  Other  big 
stock  market  winners  were  COMB 
and  Cherokee  Group — both  previous- 
ly featured  as  Up  &  Comers  (see,  re- 
spectively, Forbes,  Sept.  16,  1985  and 
Feb.  24,  1986). 

But  no  intelligent  investor  need  be 
reminded  that  past  performance  does 
not  guarantee  future  performance.  We 
asked  our  computer:  How  would  we 
have  done  had  we  bought  $1,000 
worth  of  stock  in  each  of  last  year's 
200  best  companies?  The  computer 
was  not  kind.  An  equal-weighted 
portfolio  would  have  gained  27.5%, 
about  in  line  with  the  27%  gain  in  the 
Wilshire  5000. 

What  that  means,  of  course,  is  that 
for  every  Service  Corp.,  Franklin, 
COMB  and  Cherokee,  there  were 
some  real  disasters:  Computer  Prod- 
ucts, down  41%;  Cullinet  Software, 
down  61%. 


Which  leads  to  the  most  interesting 
question  of  all.  How  do  good  little 
companies  become  bad  little  ones? 

There  are  many  reasons.  In  the  case 
of  Tandon  Corp.,  our  own  cross  to 
bear  (Forbes,  Nov.  7,  198.1  and  Aug  12, 
1985),  the  stock  fell  91%  since  1983. 
Jugi  Tandon  may  indeed  be  a  brilliant 
entrepreneur.  But  he  relied  too  heavi- 
ly on  one  buyer,  IBM.  He  also  failed  to 
adapt  when  his  main  product — floppy 
disk  drives — became  a  commodity. 

A  company's  industry  obviously 
has  something  to  do  with  it.  Take  oil 
services.  Only  two  years  ago  tiny  GTS 
Corp.,  a  Houston-based  oilfield  ser- 


Mylan  Labs'  Roy  McKnigbt 

No  diversification  into  the  rough. 


vice  firm,  ranked  number  one  on  oi 
Best  200  list.  Now  GTS'  sales  ha\ 
declined  sharply  with  the  rest  of  tb 
industry,  and  it  is  losing  money. 

Note,  however,  that  over  seve 
computer  equipment  companie 
made  our  list,  primarily  because  the 
are  in  niches  where  business  is  stii 
strong.  QMS,  to  take  but  one  exam 
pie,  makes  and  markets  a  wide  rang 
of  laser  printers. 

But  the  greater  danger  lies  in  th 
temptation  to  stray  from  a  profitabl 
niche.  A  classic  example  here  is  Ne* 
York's  Reeves  Communication: 
which  was  ranked  number  1 1  on  ov 
1983  list.  Reeves  is  in  syndicated  T 
programs;  it  produces  situation  com< 
dies  such  as  Kate  andAllie  and  Gimme 
Rreah.  A  hot  business.  Yet  over  th 
last  four  years,  Reeves  stock  has  co. 
lapsed,  from  nearly  29  in  1982  to 
recent  9. 

Reeves'  problem?  It  tried  to  craw 
into  someone  else's  niche.  In  198 
Reeves'  Chief  Executive  Marvi 
Green  Jr.  paid  handsomely  for  a  Eurc 
pean  book  and  merchandise  mail  oi 
der  business.  What  hubris:  Reeves  ha 
no  experience  in  mail  order,  let  alon 
overseas.  To  seal  Green's  fate,  the  do! 
lar  began  surging.  Last  year  Reeve 
lost  $73  million  and  Green  finally  ex 
tricated  Reeves  from  mail  order. 

SafeCard  Services,  a  member  of  ou 
honor  roll,  nearly  blew  it  but  reacts 
in  time.  SafeCard  has  survived  on 
botched  diversification  attempt.  1 
business  that  offered  low-rate,  long 
distance  telephone  services  to  credi 


The  Pathfinder® 
labeler  from  Monarch 

Marking-A  Pitney 
Bowes  Company 
For  details  call 
-800-MR  BOWES, 
ext.  365. 


oyou 
think  we 
could 
invent  a 
machine 
that  marks 
prices  and  takes  inventory 
at  the  same  time? 

I  don't  know  Keep  talking. 

A  Monarch  marker  with 
a  little  computer  in  it. 
At  the  end  of  the  day  they 
feed  the  info  into  their 
big  computer. 

I  Ve  spoken  to  a  lot  of  business 
people  who'd  love  something 
like  that. 

It'll  save  them  hours  and 
money  and  errors. 

You  design  it,  we'll  build  it. 

I  made  some  drawings. 
Look.  The  minicomputer 
feeds  off  the  price  marker, 
then  plugs  into  the 
master  computer. 

We  can  do  it.  Wait  till  our  manage- 
ment hears  this.  They'll  flip  over  it. 

We'll  even  let  them 
name  it. 


A  climate  that  grows  ideas 

DP  Pitney  Bowes 
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Gary  Rogers  of  Dreyer's  Ice  Cream 
"Like  David  against  Goliath." 


card  holders  was  a  bust.  "We  tried  to 
run  something  we  didn't  fully  under- 
stand," says  SafeCard  Chairman  Peter 
Halmos.  "By  the  time  we  really  un- 
derstood it,  we  saw  that  our  margins 
were  shrinking  and  we  were  about  to 
lose  money  on  every  call."  SafeCard 
got  out  of  the  business  with  only  a  $3 
million  writedown. 

Arthur  D.  Perrone  Jr.,  president  of 
Geneva  Business  Services,  a  leading 
middle-market  merger  and  acquisi- 
tion firm  in  Costa  Mesa,  Calif.,  thinks 
straying  from  one's  niche  is  the  most 
lethal  trap  for  otherwise  sound  little 
companies.  "For  smaller  to  midsize 
companies,"  warns  Perrone,  "the  re- 
sources that  it  takes  financially,  orga- 
nizationally and  emotionally  to  go 
into  businesses  outside  one's  niche 
are  underestimated  in  most  cases." 

William  LeVine,  66,  founder  of  hon- 
or roll  member  Postal  Instant  Press,  of 
Los  Angeles,  agrees.  With  over  1,100 
franchised  PIP  centers  nationwide, 
PIP  has  a  5%  share  of  the  $4  billion 
instant  printing  market.  Unlike  other 
successful  franchisers,  LeVine  refuses 
any  form  of  diversification.  "We  are  in 
the  printing  franchising  business,  not 
the  retailing  business." 

Staying  with  one's  niche  does  not 
mean  staying  still.  That  way  lies  ossi- 
fication and  death.  The  trick  is  to 
stick  to  one's  specialty  but  to  contin- 
ue to  improve  at  it. 

Consider  honor  roll  member  Mylan 
Labs.  Chairman  Roy  McKnight  be- 
lieves that  as  more  patents  expire, 
generic  drug  firms  like  Mylan  will 
have  to  diversify  to  survive.  Mylan's 
biggest  boost  these  days  comes  from 
its  patented  Maxzide,  an  antihyper- 
tensive drug  that  is  grossing  about  $5 
million  a  month  and  has  nearly  25% 


of  its  market.  But  note  that  McKnight 
insists  when  Mylan  does  diversify,  it 
will  be  in  health  care.  Vows  he:  "We 
are  not  going  into  areas  we  know 
nothing  about." 

Another  example:  honor  roll  mem- 
ber Dreyer's  Grand  Ice  Cream.  Chair- 
man Gary  Rogers'  goal  is  for  his  com- 
pany to  become  the  nation's  premier 
distributor  of  "premium"  ice  cream. 
That's  priced  below  the  Haagen-Dazs 
and  Frusen  Gladje  brands  and  above 
the  "regular"  brands,  like  Sealtest  and 
store-label  brands. 

In  its  premium  niche,  Dreyer's  is 
battling  Dart  &  Kraft  subsidiary 
Breyers.  "They  are  expanding  west- 
ward, we  are  expanding  eastward," 
says  Rogers,  44.  "It's  kind  of  like  Da- 
vid and  Goliath."  Rather  than  stand 
still  and  be  squashed,  Rogers  recently 
acquired  mid-Atlantic  ice  cream  dis- 
tributor Berliner  Foods  Corp.  for  $8.4 
million  and  bought  U.S.  distribution 
rights  (outside  the  northeast)  for  su- 
perpremium  Ben  &  Jerry's  ice  cream. 

Is  there  any  way  to  tell  whether 
Dreyer's — or  any  of  the  other  compa- 
nies— will  be  on  our  Best  200  lists  in 
years  to  come?  No  guaranteed  way. 
But  an  amber  light  is  flashing  when  a 
company's  latest- 12-month  profit- 
ability drops  below  its  five-year  aver- 
age return.  Example:  Distributed  Log- 
ic ranked  96th,  earned  19.3%  on  aver- 
age over  five  years,  but  only  13.9% 
over  the  last  12  months.  In  such  cases, 
beware  and  dig  deeply. 

There  is  another  advantage  behind 
the  division  of  labor  that  Adam  Smith 
did  not  address,  namely,  the  absence 
in  most  small  companies  of  stultify- 
ing layers  of  bureaucracy.  This  is  im- 
portant, for  it  often  enables  the  small- 
er companies'  managers  to  move 
quickly  and  take  advantage  of  the 


Michael  Carroll 


Eaton  Vance  Qxiirman  Landon  Clay 
Riding  the  mutual  fund  boom. 


Peter  Halmos  of  SafeCard  Services 
Close  call. 


tides  of  relentless  change. 

Nantucket  Industries,  for  exampl 
manufactures  underwear  and  hosier 
in  the  U.S.  A  cutthroat  business.  Yl 
over  the  last  five  years  Nantucket 
annual  return  on  equity  has  average 
14%.  Secret:  heavy  investment  ini 
highly  efficient  plant  in  Randlemai 
N.C.,  and  smart  marketing.  Nantuc 
et  sells  under  several  designer  labe 
such  as  Evan  Picone,  Geoffrey  Beet 
and  Ralph  Lauren  as  well  as  privai 
labels  to  Zayre  and  K  mart.  "We  can 
compete  with  foreigners  on  price 
says  George  Gold,  chairman,  "but : 
the  hosiery  business,  style  is  cruris 
and  we  can  get  product  to  stores  bl 
fore  foreign  manufacturers." 

Another  example:  Lakeland,  Fig 
based  Sikes  Corp.,  started  in  1951 
Sikes  sells  ceramic  tiles — most: 
knockoffs  of  European  tile  designs- 
under  the  name  Florida  Tile.  Flo< 
tiles  are  all  made  at  Sikes'  high, 
automated  Shannon,  Ga.  plant;  tin 
aren't  touched  by  human  hands  unt 
a  contractor  opens  the  box  to  insta 
them.  Like  Nantucket's  Gold,  Thon 
as  Williams,  Sikes'  treasurer  and  coj 
troller,  says  his  company  "can't  con 
pete  with  foreign  manufacturers  c 
price  alone,  but  we  can  on  servic 
quality  and  customer  relations." 

Will  all  these  companies  make  tl 
Best  200  list  next  year?  Of  course  nc 
But  for  every  one  that  slows  down  (c 
more  happily,  grows  too  large),  anot] 
er  will  take  its  place  as  new  nichi 
relentlessly  appear  and  grow.  And 
good  thing,  too,  if  you  believe,  as  di 
the  Sage  of  Glasgow,  that  the  divisic 
of  labor  "is  generally  carried  furt 
est  in  those  countries  which  enjo 
the  highest  degree  of  industry  afl 
improvement.  .  .  .  "  ■ 


i  idea. 


For  what? 

The  greatest  executive  tool  ever— 
the  ultimate  desk  eoiumuiiicatious 
system.  While  you're  out,  it  takes 
messages.  You  call  in,  it  tells  you 
what  they  are,  then  you  can  dictate 
—a  response,  reports,  reminders. 

What  about  when  you're  at  your  desk? 
It  keeps  a  directory  of  100 
numbers  and  dials  any  one 
automatically.  It  screens  calls.  It 
records  at  the  sound  of  your 
voice.  And  even  separates  your 
letters,  notes  and  priority 
work.  Plus  you  can  send  visual 
messages  via  the  display  to  your 
secretary  and  staff. 
Amazing.  Is  that  all? 
Not  even  half.  Hook  it  up  to  a  PC 
anywhere  in  the  office  for  a 
dozen  more  amazing  feats,  like 
scheduling,  or  receiving  and 
printing  electronic  mail. 

Any  executive  I  know  will  flip  over  this 
Including  our  management. 


Connexions'"" 

voice  processing  system 

by  Dictaphone 

A  Pitney  Bowes  Company 

For  details  call 

1-800-MR.  BOWES,  ext.  364. 
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Return 


—Rank— 
this  last 
year  year 

— on  equity — 
latest 
5-year       12  ' 
Company/business            average  months 

5-year 
EPS 

growth 
rate 

Latest  12-mo 
sales  profits 
(mils)  [mils) 

Debt/ 
equity 

—Stock 
recent 

price — 
12-mo 
change 

Latest  12-mo 
EPS  P/E 

Price/ 
sales 

Book 
value/ 
share 

1 

■ 

Graphic  Technology 

bar-coded  labels 

274.7% 

14.0% 

29% 

$19.8 

$1.41 

8% 

11% 

12% 

$0.74 

15.9 

1.13 

$5  30 

2 

■ 

Value  Line 

financial  publishing 

158.6 

78.1 

14 

59.9 

11.08 

81 

18% 

-9 

1.12 

16.7 

3.11 

1.43 

3 

■ 

Educ  Sys  &  Publications 

printing 

75.0 

83.8 

29 

4.9 

1.05 

14 

2  to 

-88 

0.41 

5.2 

0.29 

1.89 

4 

1 

Franklin  Resources 

fund  management 

63.9 

114.4 

111 

119.9 

25.60 

2 

38  to 

126 

1  80 

21.4 

4.53 

1.59 

5 

■ 

Seaman  Furniture 

furniture  stores 

58.6 

58.3 

48 

181  5 

12.23 

22 

35 

52 

1.85 

18.9 

1.31 

3.08 

6 

■ 

Thor  Industries 

recreational  vehicles 

51.3 

31.6 

48 

135.0 

5.85 

0 

13 

70 

1.15 

11.3 

0.49 

3.65 

7 

■ 

King  World  Productions 

distr  &.  synd  of  TV  progs 

39.8 

74.0 

112 

137.1 

17.23 

9 

14% 

109 

0.57 

25.2 

3.22 

0.76 

8 

■ 

Chief  Automotive  Sys 

auto  frame  repair  equip 

39.8 

33.2 

54 

36.3 

7.05 

5 

UVk 

58 

0.62 

18.1 

3.41 

1.93 

9 

■ 

Environmental  Sys 

pollution  cntrl  equip  &  svcs 

39.3 

25.7 

37 

66.6 

7.54 

50 

16  to 

74 

0.61 

27.0 

3.11 

2.33 

10 

10 

Plenum  Publishing 

publishing 

38.9 

47.9 

31 

44.4 

11.44 

0 

53to 

21 

4.96 

10.8 

2.77 

10.39 

11 

4 

Alfin  Fragrances 

markets  imported  perfumes 

38.2 

36.1 

93 

34.8 

6.14 

13 

23  % 

119 

0.85 

27.4 

4.46 

2.55 

12 

■ 

Dow  B  Kickam 

drugs,  health-care  supplies 

37.5 

21  8 

43 

114 

2.24 

30 

14  V* 

44 

0.96 

14.8 

2.74 

4.70 

13 

■ 

Par  Pharmaceutical 

drugs 

37.4 

27.0 

77 

31.9 

3.91 

39 

13 'A 

-20 

0.59 

22.5 

2.97 

2.02 

14 

■ 

Pic'N'Save 

closeout  mrchds  stores 

36.7 

37.1 

25 

291.4 

41.64 

1 

19 'A 

22 

1.07 

18.0 

2.61 

2.84 

15 

■ 

Arley  Merchandise 

home  furnishings 

35.9 

30.7 

49 

84.3 

3.90 

61 

9to 

67 

0.80 

12.0 

0.47 

3.08' 

16 

5 

Intertrans 

freight  forwarding 

35.6 

32.9 

79 

71.5 

2.15 

0 

15% 

43 

0.72 

21.9 

0.58 

2.50 

17 

9 

American  List 

student  mailing  lists 

35.5 

31.7 

22 

4.6 

1.41 

0 

11% 

86 

0.51 

22.3 

6.87 

1.60 

18 

7 

Pioneer  Group 

fund  management 

35.1 

32.5 

24 

45.6 

9.30 

0 

25  W 

16 

1.52 

16.6 

3.41 

4.66 

19 

Ultimate 

computer  systems 

35.1 

29.5 

60 

150.3 

14.20 

40 

16 

41 

1.65 

9.7 

1.04 

4.92 

20 

Sound  Warehouse 

record,  tape  &  video  strs 

34.5 

23.1 

37 

131.2 

7.53 

0 

20% 

26 

1.36 

15.0 

0.83 

6.08 

21 

Russ  Berne  &  Co 

gift  items 

34.5 

27.9 

47 

217.1 

27.20 

3 

29% 

65 

1.85 

16.1 

2.03 

6.57 

22 

ClothesTime 

women's  apparel 

34.5 

49.0 

92 

135.9 

11.06 

1 

13% 

22 

0.77 

17.9 

1.40 

1.63 

23 

16 

Mylan  Laboratories 

genenc  drugs 

33.9 

77.7 

61 

86.9 

22.66 

8 

11% 

15 

0.62 

18.3 

4.76 

0.80 

24 

19 

Neutrogena 

cosmetics 

33.2 

40.7 

28 

88.8 

7.55 

0 

36 

66 

0.79 

45.6 

3.69 

2.04 

25 

8 

Dreyfus 

fund  management 

33.2 

28.4 

22 

196.4 

68.05 

0 

24- 

12 

1.72 

14.0 

5.36 

5.46 

■  Not  on  last  year's  list 


Sources  William  O  'Seil  &  Co  .  Forbes. 


1MULATE  ROBOTS  TODAY 


j  0  SEE  HOW  WELL 
jOU'LL  DO  TOMORROW. 

i  fbot  systems  usually  have  a  positive  effect  on 
i  e  bottom  line.  Lower  overhead.  Hiaher 


J         "J"'"'"  uauauj  nave  a  VC  Gilt 

p  bottom  line.  Lower  overhead.  Higher 
joductivity.  Safer. 
(Unfortunately,  some  systems  never  quite  run 
int.  Often  that's  not  the  fault  of  the  equipment 
i  fe  problem  is  the  way  it's  put  together, 
plo  more.  With  our  computerized 
jihulation  program,  manufacturing 
Jgineers  can  analyze  the  operations  of  a 
i  riety  of  robot  work  cells  before  installing 
i  y  in  a  factory.  So,  from  the  very  beginning, 
mufacturers  know  what  robots  to  use, 
■  ictly  how  they'll  perform  and  exactly  what 


|  prom,  trom  tne  tirst  day  on  the  line. 
We're  creating  breakthroughs  that 
like  a  difference  in  the  way  things 
[  irk  and  the  way  people  live. 
|  We're  McDonnell  Douglas. 

j  For  more  information,  write: 

j  kobot  Simulation,  McDonnell  Douglas, 

|  pox  14526,  St.  Louis,  MO  631 78 
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JFACTURING  SYSTEMS    SPACECRAR  &  MISSILES     MILITARY  A  HflMMFRriAl  airprapt 


(-ICAI  TUPADC  CVCTCR/IO 


The  200  Best  Small  Companies  in  America 


Return 

— on  equity —  5-year 

— Rank —                                                         latest      EPS  Latest  12-mo  —Stock  price —  Book 

this     last                                             5-year       12  growth  sales     profits  Debt/                 12-mo      Latest  12-mo      Price/  value/ 

year    year     Company/business             average  months     rate  (mils)     (mils)  equity    recent    change      EPS  P/E       sales  share 


26 

6 

Telcrate 

security  price  database 

33.1% 

25.2% 

43% 

$191.2 

$36.06 

0% 

18 

18% 

$0.81 

22.2 

4.19 

$3.22 

27 

11 

Rent-A-Center 

rental  of  home  furniture 

31.6 

35.1 

34 

138.5 

9.93 

70 

20M 

53 

0.89 

23  0 

1.60 

2.62 

28 

14 

Juno  Lighting 

lighting  fixtures 

31.1 

33.2 

40 

41.6 

7.32 

27 

271/. 

42 

1.59 

17.1 

2.99 

4.83 

29 

■ 

Oshkosh  B'Gosh  CI  A 

children's  apparel 

30.9 

35.5 

41 

177.3 

16.87 

18 

51V4 

65 

2.32 

22.1 

2.1 1 

6.52 

30 

■ 

Duquesne  Systems 

computer  software 

30.0 

41.2 

59 

19.9 

4.16 

0 

27  Vi 

137 

0.93 

29.6 

6.99 

2.00 

31 

■ 

|B  Hunt  Transport 

trucking 

30.0 

26.8 

63 

167.7 

20.62 

28 

25  V* 

124 

0.88 

28.7 

3.54 

3.27 

32 

23 

Deb  Shops 

apparel  stores 

29.9 

36.9 

38 

159.7 

10.96 

7 

24 

38 

1.44 

16.8 

1.14 

3.93 

33 

13 

CP1 

photo  mtrls,  photofinishing 

29.9 

25.7 

30 

221.7 

15.75 

1 

31'/4 

62 

2.00 

15.6 

1.16 

7.45 

34 

20 

Arthur  I  Gallagher  &  Co 

insurance  brokerage 

29.8 

31.3 

37 

91.7 

11.14 

56 

29% 

72 

1.25 

23.8 

3.11 

3.71  ; 

35 

■ 

Interphase 

computer  equipment 

29.5 

22.5 

33 

10.4 

1.33 

14 

144 

0.51 

16.2 

2.06 

2.29 

36 

■ 

Paychex 

payroll  accounting  svcs 

29.2 

24.9 

57 

54.0 

4.63 

14 

22 Vi 

105 

0.54 

41.7 

3.55 

2.18 

37 

■ 

Electrospace  Systems 

electronics 

28.7 

25.4 

31 

158.9 

13.10 

14 

17% 

-18 

0.96 

18  6 

1.50 

3.85 

38 

2 

Quick  &  Reilly  Group 

securities  brokerage 

28.1 

23.0 

34 

78.8 

12.73 

5 

23% 

16 

2.01 

11.6 

1.86 

8.74 

39 

■ 

Westwood  One  Mut  Broad 

broadcasting 

27.9 

18.0 

73 

47.7 

6.08 

0 

27% 

68 

0.81 

34.0 

4.80 

4.06 

40 

■ 

MacNeal-Schwendler 

computer  software 

27.5 

29.2 

22 

24.0 

5.80 

0 

21% 

21 

0.96 

22.3 

5.43 

3.27 

41 

■ 

Zenith  Labs 

generic  pharmaceuticals 

27.4 

44.7 

50 

83.1 

15.91 

5 

9Vk 

0 

0.74 

12.3 

2.30 

1.70 

42 

30 

Napco  Security  Systems 

protective  alarm  equipment 

26.9 

38.2 

42 

23.6 

2.93 

51 

8'/2 

-13 

0.67 

12.7 

1.56 

1.76 

43 

42 

Dress  Barn 

apparel  stores 

26.8 

54.7 

68 

135.8 

9.16 

0 

21'/4 

130 

0.83 

25.6 

1.73 

1.52 

44 

■ 

Fur  Vault 

retail  fur  stores 

26.5 

15.4 

40 

68.8 

4.62 

19 

9% 

32 

0.40 

24.7 

1.68 

2.56 

45 

18 

Cherokee  Group 

women's  footwear  &.  apprl 

26.3 

30.7 

41 

94.5 

5.88 

9 

20% 

181 

1.04 

20.0 

1.24 

3.40 

46 

21 

Andover  Controls 

building  automation  sys 

26.1 

21.0 

41 

22.5 

2.17 

0 

9!A 

58 

0.60 

15.8 

1.51 

2.89 

47 

■ 

KMW  Systems 

electronics 

25.9 

18.8 

41 

14.3 

1.10 

53 

m 

51 

0.52 

16.3 

1.29 

2.70 

48 

■ 

Guilford  Inds 

specialty  fabric 

25.7 

22.5 

28 

72.9 

6.90 

43 

13  i 

-10 

1.25 

10.8 

0.98 

5.80 

49 

■ 

System  Integrators 

elec  photocomposition  sys 

25.5 

23.2 

62 

63.4 

8.65 

0 

9Vi 

-5 

0.77 

12.3 

1  7S 

3.14 

50 

■ 

New  England  Business  Svc 

business  forms 

25.4 

30.1 

20 

176.0 

16.90 

18 

38J4 

47 

1.98 

19.4 

1.87 

6.58 

■  Not  on  last  year's  list.  Sources  W  illiam  O'Seil  &  Co .  Forbes. 
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— Rank— 
!  this  last 
.  year  year 

Company/business 

Return 
— on  equity — 
latest 
5-year  12 
average  months 

5-year 
EPS 

growth 
rate 

Latest  12-mo 
sales  profits 
(mils)  (mils) 

Debt/ 
equity 

—Stock 
recent 

price — 
12-mo 
change 

Latest  12-mo 
EPS  P/E 

Price/ 
sales 

Book 
value/ 
share 

51 

24 

Dreyer's  Grand  Ice  Cream 

ice  cream 

TC  TO/ 

12  oo/ 
Zo.o  /o 

28% 

ilzU.3 

$8.56 

26% 

21 

15% 

$1.16 

18.1 

1.29 

$4.87 

52 

25 

Comarco 

defense  engnrg,  cmptr  svcs 

Ten 

TO  / 

Zo.O 

39 

62.5 

2.21 

88 

9Vi 

-6 

0.76 

12.5 

0.44 

2.68 

C  3 

3o 

41 

American  Integrity 

insurance 

T/t  O 

Z4.y 

0  7  0 

Z/.Z 

78 

CC  A 
JO. 4 

in  k 

0 

143/4 

-2 

1.54 

9.6 

1.78 

5.58 

i>4 

29 

E-Z-Em 

disposable  X-ray  supplies 

0/1  o 

z4.y 

1/1  7 

Z4.  / 

37 

A  7  C 
4/  .0 

/ICQ 

o.oo 

1 

12'/4 

34 

0.87 

14.1 

2.04 

3.52 

55 

SafeCard  Services 

credit  card  loss  services 

24.8 

42.8 

32 

81. 1 

20.1 1 

0 

24% 

105 

0.91 

27.3 

6.68 

2.16 

JO 

3  7 

O  / 

Auxton  Computer  Ent 

computer  services 

1/1  7 
Z4.  / 

TO  1 

zy.  i 

39 

in  /i 

zy  .o 

T  CC 

1 

HVg 

123 

0.49 

22.7 

1.89 

1.74 

r  7 

■ 

Endevco 

nat  gas  processing  &.  trans 

1A  7 

Z4.  / 

11  £ 

ol.o 

49 

i  cn  i 

i  ac 

58 

6% 

17 

0.79 

8.5 

0.29 

1.96 

CO 
Do 

3 Q 
OO 

ACCO  World 

computer  supplies 

1/1  c 
Z4.D 

1  C  A 

16 

1  1  1  7 

ZZ 1  -  / 

i  i  7n 
Z 1 .  /U 

52 

251/. 

22 

1 .53 

16.5 

1.57 

6.19 

28 

Nuclear  Support  Services 

svcs  to  nuclear  elec  utils 

1  A  1 

17  o 

Li  .0 

23 

TOO 

i  l  £ 
Z.  10 

0 

18 

106 

0.99 

18.2 

1.30 

3.63 

60 

101 

Versa  Technologies 

rubber  products 

23.0 

33.1 

20 

40.3 

4.01 

38 

15' 

35 

1.22 

12.7 

1.18 

3.94 

01 

12 

CCX  Networks 

computer  services 

11Q 

22.0 

IOC 

iy.3 

36 

1  O  1 

io.  1 

l.oo 

52 

18'.  i 

59 

n  co 

U.3U 

36.5 

3.15 

'  2.72 

62 

■ 

John  O  Butler  Co 

dental  products 

22.6 

23.6 

26 

37.2 

4.62 

59 

17  !/4 

55 

0.95 

18.2 

2.23 

4.08 

63 

■ 

American  Nucleonics 

defense  electronics 

22.4 

33.6 

29 

7. 1 

1.34 

0 

TA 

130 

0.18 

16.0 

3.11 

0.52 

64 

57 

John  H  Harland 

check  printing 

22.4 

24.6 

20 

252.7 

3  2i/i 

0 

44'/4 

45 

1  03 

1 1  0 
zz.y 

3.01 

7.86 

65 

50 

Knoll  International 

office  furniture 

22  4 

19  8 

12 

223  4 

1 1  68 

77 

10  Vx 

-33 

1.15 

8.8 

0.48 

5.51 

66 

■ 

LESCO 

lawn  care  products 

22.1 

20.3 

38 

58.7 

2.61 

73 

11 

60 

0.66 

16.7 

0.77 

3.14 

67 

72 

Eaton  Vance 

fund  managment 

22.0 

27.7 

40 

22. 1 

5.84 

30 

18'/2 

19 

1 .49 

lz.4 

3.19 

5.53 

68 

■ 

Entertainment  Publications 

discount  coupon  books 

22.0 

22.2 

56 

42.6 

4.24 

1 

13% 

-2 

1  00 
1  .uu 

1.54 

4.00 

69 

35 

Robert  C  Brown  &  Co 

financial  services 

21.9 

19.6 

30 

18.4 

2.66 

0 

8% 

-13 

0  00 

o.y 

1.30 

4.96 

70 

QMS 

computer  equipment 

21  7 

16  8 

40 

63.5 

6.53 

5 

1 1  Vg 

19 

0.70 

15.9 

1.65 

4.14 

71 

85 

Microsemi 

semiconductors 

21.6 

29.5 

62 

37.6 

5.10 

37 

67« 

20 

0.62 

11.1 

1.70 

1.85 

72 

■ 

Interface  Flooring  Sys 

carpet  tile 

21.5 

21.0 

15 

133.1 

9.17 

34 

13'/i 

0 

1.42 

9.5 

0.64 

6.95 

73 

■ 

Beaman 

prefabricated  buildings 

21.4 

27.2 

37 

60.1 

1.75 

37 

6 

-23 

0.76 

7.9 

0.13 

2.85 

74 

43 

General  Physics 

training  services  for  utils 

21.3 

22.7 

13 

78.6 

4.64 

0 

20 

54 

1.26 

15.9 

0.94 

5.57 

75 

90 

Lee  Enterprises 

newspapers,  broadcasting 

21.3 

26.6 

15 

218.9 

33.41 

13 

22% 

15 

1.27 

17.8 

2.59 

5.01 

■  Not  on  last  year  s  list 

Sources  William  O  'Neil  &  Co., 

Forbes. 
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TRADELINK5"  -automated 
short-term  investing 


ChemLink8 
Is  it  all  together. 

ChemLink  is  well  known  as  the 
widely  used  electronic  balance  report- 
ing system.  But  it's  much  more  than 
that.  ChemLink  is  your  gateway  to  all 
the  treasury  and  cash  management 
services  you  see  here,  and  many 
others.  It  is  a  secure,  easy-to-access 
system  for  initiating  and  tracking  all 
your  banking  transactions.  And 
ChemLink  is  available  via  the  technol- 
ogy you  choose. 

From  originating  funds  transfers  to 
monitoring  securities  movements,  the 
only  name  you  need  to  know  is 
ChemLink. 

Contact  our  specialists  in  New  York, 
Delaware,  Chicago,  Dallas  or  San 
Francisco.  They'll  show  you  how 
ChemLink  can  pull  it  all  together  for 
you  in  a  way  no  other  system  can. 

CkmicalBaink 

The  bottom  line  is  excellence. 


The  200  Best  Small  Companies  in  America 

—Rank— 
this  last 
year  year 

Return 
— on  equity — 
latest 
5-year       12  ■ 

Company/business            average  months 

5-year 
EPS 

growth 
rate 

Latest  12-mo 
sales  profits 
(mils)  (mils) 

Debt/ 
equity 

— Stock 
recent 

price — 
12-mo 
change 

Latest  12-mo 
EPS  P/E 

Price/ 
sales 

Bool* 
value 
*>huri 

76 

49 

IP  Industries 

auto  parts 

21.0% 

23.4% 

47% 

$213.4 

$9.71 

53% 

15 

54% 

$1.04 

14.8 

0.78 

$3  fa 

77 

■ 

Healthcare  Svcs  Group 
nursing  home  maint  svcs 

20.9 

12.6 

62 

25.5 

1.75 

0 

12  Vi 

14 

0.46 

27.2 

1.85 

5.7<j 

78 

64 

Postal  Instant  Press 

printing 

20.9 

24.0 

13 

21.7 

4.86 

2 

)3'/4 

-5 

1.18 

11.2 

2.53 

4.89 

79 

62 

FlightSafety  Intl 

air  and  marine  training 

20.5 

19.1 

12 

110.4 

31.20 

17 

2W> 

-2 

1.40 

15.3 

4.33 

7.32 

80 

84 

BDM  International  CI  A 

defense-related  consulting 

20.4 

24.9 

27 

288.0 

12.27 

0 

25s/s 

23 

1.17 

21.9 

1.01 

4.35 

81 

3 

BGS  Systems 

software  and  computer  svcs 

20.4 

10.9 

34 

14.8 

1.99 

0 

8 

-3 

0.62 

12.9 

1.72 

5.73 

82 

54 

Diagnostic  Products 

medical  test  kits 

20.3 

23.8 

23 

25.7 

4.96 

0 

22 '/2 

80 

0.90 

25.0 

5.16 

3.54 

83 

89 

Arnold  Industries 

trucking 

20.3 

24.4 

23 

89.2 

9.08 

10 

36 

93 

2.71 

13.3 

1.35 

11.09 

84 

70 

Luby's  Cafeterias 

restaurants 

20.2 

22.4 

16 

214.0 

21.41 

5 

27 

17 

1.17 

23.1 

2.30 

5.24 

85 

■ 

General  Ceramics 

ceramics  for  electronics 

20.2 

31.1 

36 

25.9 

3.29 

1 

17% 

25 

1.13 

15.7 

1.85 

3.93 

86 

119 

STV  Engineers 

engineering  services 

20.2 

33.5 

31 

67.9 

2.30 

32 

13% 

20 

1.52 

9.0 

0.32 

4.41 

87 

■ 

Parlex 

electronics 

20.0 

17.4 

13 

29.3 

2.24 

32 

18 

57 

0.91 

19.8 

1.52 

5.20 

88 

■ 

P  Leiner  Nutritional  Prods 

vitamins 

20.0 

15.7 

15 

65.2 

3.11 

0 

17 

89 

0.90 

18.9 

0.90 

5.71 

89 

92 

National  Education 

vocational  training  schools 

20.0 

20.9 

16 

196.6 

13.37 

9 

17 

32 

0.91 

18.7 

1.24 

4.46 

90 

■ 

Columbus  Mills 

carpeting 

20.0 

20.8 

35 

152.6 

10.41 

18 

36'/2 

115 

3.29 

11.1 

0.76 

15.75 

91 

100 

Sigma-Aldrich 

specialty  chemicals 

19.9 

24.9 

17 

233.3 

31.50 

11 

32 

46 

1.27 

25.2 

3.37 

5.14 

92 

■ 

Hooper  Holmes 

health-care  &  info  svcs 

19.9 

19.1 

11 

59.6 

1.39 

24 

lO'/s 

14 

0.77 

13.1 

0.31 

3.97 

93 

■ 

DEP 

cosmetics 

19.8 

19.1 

16 

39.0 

2.38 

24 

12 

68 

0.62 

19.4 

1.16 

3.30 

94 

78 

Community  Psych  Centers 

psych  hosp,  dialysis  ctrs 

19.4 

22.2 

29 

238.3 

50.63 

5 

31V8 

6 

1.69 

18.4 

3.96 

7.53 

95 

■ 

Triangle  Microwave 

microwave  components 

19.4 

21.3 

17 

13.2 

1.76 

23 

45/8 

-20 

0.37 

12.5 

1.83 

1.58 

96 

■ 

Distributed  Logic 

computer  equipment 

19.3 

13.9 

10 

14.3 

1.14 

0 

4"  ■ 

39 

0.45 

10.8 

0.85 

3.29 

97 

108 

Atlantic  Research 

rocket  motors,  coram  equip 

19.2 

20.8 

32 

249.4 

15.37 

63 

23 '4 

-14 

2.05 

11.3 

0.70 

9.79 

98 

61 

Bolar  Pharmaceutical 

generic  drugs 

19.1 

18.8 

22 

42.9 

7.99 

0 

22  Vi 

68 

0.83 

27.1 

5.07 

4.40 

99 

106 

Earl  Scheib 

auto  paint  shops 

19.1 

20.2 

25 

65.1 

5.20 

3 

14'/i 

12 

1.12 

12.9 

1.02 

5.64 

100 

45 

Medex 

18.9 

14.7 

11 

19.7 

1.80 

13 

8  - 

-9 

0.48 

16.7 

1.52 

3.29 

hfe-support  products 


■  Not  on  last  year's  list 


Sources  William  O'Xeil  &  Co..  Forbes 


Return 


|  —Rank— 
, this  last 
year  year 

— on  equity — 
latest 
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Jl 

I  

■ 

Cybertek  Computer  Prods 

software 

18.7% 

21.3% 

43% 

$26.0 

$2.09 

11% 

77« 

91% 

$0.58 

13.6 

1.07 

$2.78 

02 

109 

Payco  American 

collection  agency 

18.6 

22.3 

18 

67.4 

2.78 

0 

17 

21 

0.56 

30.4 

1.27 

2.47 

"03 

117 

Logicon 

defense  consulting 

18.4 

18.9 

35 

205.0 

9.93 

0 

25 

-25 

2.08 

12.0 

0.57 

11.17 

04 


83 

Cintas 

uniform  mfg,  rental,  sale 

18.3 

17.4 

20 

123.7 

11.25 

64 

44 

18 

1.73 

25.4 

2.32 

9.94 

05 
I— 

■ 

Stocker  &  Yale 

precision  instruments 

18.3 

19.4 

13 

15.2 

2.34 

14 

1  1  V, 

45 

0.86 

13.7 

2.11 

4.42 

06 

173 

Dresher 

brass  beds  and  accessories 

18.2 

29.4 

61 

39.9 

2.43 

14 

11 3/8 

146 

0.55 

20.7 

1.15 

2.05 

07 

■ 

Canandaigua  Wine  CI  B 

wine 

18.2 

22.0 

39 

163.7 

10.54 

14 

29  Vi 

115 

2.20 

13.4 

0.86 

10.00 

08 

■ 

Clayton  Homes 

manufactured  homes 

18.1 

20.6 

36 

161.4 

8.38 

12 

WA 

25 

0.81 

13.9 

0.71 

3.97 

09 

■ 

Advanced  Systems 

educational  training  mtrls 

17.9 

18.3 

13 

58.9 

6.39 

4 

13'/8 

-1 

1.13 

11.6 

1.16 

6.68 

10 

79 

Federated  Guaranty 

insurance 

17.9 

17.0 

9 

48.7 

10.73 

0 

16 

45 

1.28 

12.5 

2.77 

7.49 

11 

■ 

Fries  Entertainment 

motion  pictures 

17.8 

14.4 

9 

28.1 

2.99 

35 

6% 

21 

0.57 

11.2 

1.18 

3.98 

12 

107 

Stryker 

surgical  and  medical  prods 

17.7 

19.1 

20 

112.5 

9.29 

9 

34 

70 

1.23 

27.6 

2.26 

6.48 

13 

■ 

AGS  Computers 

computer  software  and  svcs 

17.6 

15.4 

28 

315.0 

7.54 

31 

18V« 

20 

1.43 

13.0 

0.30 

9.67 

14 

103 

Stanford  Telecomm 

telecommunications  equip 

17.5 

15.4 

34 

48.1 

2.58 

2 

11'/: 

1 

0.57 

20.2 

1.02 

3.92 

15 

■ 

Shoe  City 

shoe  stores 

17.4 

20.0 

31 

35.3 

1.24 

7 

8'/4 

-31 

0.50 

16.5 

0.80 

1.82 

16 

■ 

Dunkin'  Donuts 

donut  shops 

17.3 

19.1 

15 

104.9 

11.87 

43 

27 

20 

1.59 

17.0 

1.86 

8.60 

17 

192 

Pasquale  Food  CI  B 

food  processing 

17.3 

30.6 

96 

74.1 

3.84 

10 

15 

94 

0.50 

30.0 

1.78 

1.42 

18 

63 

American  Software  CI  A 

software 

17.1 

15.2 

55 

39.4 

6.33 

0 

12  lA 

22 

0.94 

13.3 

2.18 

6.06 

19 

76 

Pansophic  Systems 

software 

17.0 

16.3 

27 

85.2 

14.66 

28 

42 

1.73 

16.2 

2.80 

10.53 

20 

148 

Watkins-lohnson 

electronics 

16.9 

19.2 

28 

245.6 

20.31 

25 

34 

53 

2.23 

15.2 

1.22 

12.05 

21 

■ 

Biomet 

health-care  equip 

16.9 

21.0 

78 

47.0 

5.70 

1 

15 

79 

0.55 

27.3 

3.77 

2.30 

22 

77 

Ryan's  Family  Steak  Houses 

restaurants 

16.9 

21.0 

49 

78.1 

8.05 

2 

21'/4 

198 

0.50 

42.5 

4.68 

2.23 

23 

■ 

KDI 

mfg  &  electronics 

16.7 

17.0 

15 

272.1 

9.54 

75 

15V8 

89 

1.02 

15.3 

0.52 

6.19 

24 

■ 

Wherehouse  Entertainment 

record,  tape  &  video  strs 

16.7 

15.0 

36 

169.6 

7.32 

16 

17% 

73 

0.82 

21.6 

0.93 

5.48 

25 

1 12 

Teleflex 

mechanical  remote  controls 

16.6 

17.8 

14 

191.0 

15.02 

28 

20'/« 

19 

1.40 

14  4 

1. 11 

7.98 

■  \ 

3t  on  last 

year's  list. 

Sources  Willuim  O'Neit  &  Co 

Forbes. 

The  200  Best  Small  Companies  in  America 
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126 

146 

Shelby  Williams  Inds 

rest  &.  hotel  furniture 

16.6% 

19.5% 

24% 

$124.5 

$9.02 

3% 

15 

17% 

$0.88 

17.0 

1.25 

S4.45| 

127 

■ 

Cadmus  Communications 

printing 

16.5 

23.1 

13 

92.7 

4.48 

56 

29 'A 

100 

1.60 

18.3 

0.87 

7.04 

128 

145 

Security  Amer  Find  Ent 

insurance 

16.5 

29.8 

32 

39.9 

3.61 

0 

11  'A 

64 

1.16 

9.7 

0.84 

4  04 

129 

127 

Wallace  Computer  Svcs 

business  forms 

16.4 

17.9 

12 

305.0 

24.35 

11 

40 'A 

23 

2.40 

16.7 

1.34 

13.38 

130 

120 

Dionex 

precision  instruments 

16.4 

19.8 

30 

44.9 

7.44 

1 

47 

54 

1.60 

29.4 

4.78 

8.22 

131 

138 

Systematics 

bank  computer  services 

16.4 

17.3 

31 

125.6 

10.61 

7 

14V4 

-38 

0.96 

14.8 

1.23 

5.66 

132 

126 

Bob  Evans  Farms 

sausages,  restaurants 

16.3 

16.0 

10 

273.8 

20.50 

0 

19'/2 

27 

0.92 

21.2 

1.60 

5.71 

133 

■ 

Seven  Oaks  Intl 

coupon  processing 

16.3 

15.3 

31 

30.1 

6.58 

0 

I6V1 

32 

0.96 

16.8 

3.62 

6.37 

134 

155 

Electromagnetic  Sciences 

microwave  components 

16.3 

19.7 

39 

38.9 

4.82 

10 

13'/2 

29 

0.67 

20.1 

2.45 

346 

135 

73 

First  Financial  Management 

bank  computer  services 

16.2 

13.1 

36 

59.8 

4.36 

21 

20% 

14 

0.88 

23.6 

1.78 

6.49 

136 

■ 

Liqui-Box 

packaging 

16.1 

32.0 

30 

67.6 

5.25 

9 

51 

85 

2.26 

22.6 

1.66 

7.43 

137 

■ 

Tootsie  Roll  Industries 

candy 

16.0 

26.0 

35 

109.2 

11.61 

0 

41}/4 

40 

2.69 

15.5 

1.64 

10.41 

138 

■ 

Parisian 

apparel  stores 

16.0 

17.0 

22 

204.7 

8.86 

84 

23  Vi 

77 

1.31 

17.9 

0.92 

6.52 

139 

102 

Legg  Mason 

securities  brokerage 

16.0 

16.9 

14 

121.4 

9.34 

4 

17% 

40 

1.42 

12.6 

0.97 

8.41 

140 

■ 

Digital  Comm  Assoc 

telecomm  equipment 

16.0 

17.3 

113 

137.9 

20.60 

0 

20 

-1 

1.80 

11.1 

1.71 

10.06 

141 

■ 

Telxon 

computer  equipment 

16.0 

16.9 

30 

87.0 

9.2J 

1 

24  Vi 

136 

0.70 

35.0 

3.57 

4.31 

142 

129 

New  York  Marine  &  Genl  Ins 

insurance 

15.7 

18.7 

29 

57.9 

8.98 

0 

43 

48 

3.18 

13.5 

2.13 

16.75 

143 

■ 

S&K  Famous  Brands 

men's  apparel  stores 

15.7 

14.3 

37 

39.8 

1.33 

79 

7% 

29 

0.64 

12.1 

0.40 

4.51 

144 

■ 

Orbit  Instrument 

electronics 

15.7 

21.8 

17 

31.1 

6.63 

4 

10% 

79 

0.75 

14.3 

3.05 

3.44 

145 

161 

Sizzler  Restaurants  Intl 

restaurants 

15.6 

17.2 

32 

194.3 

12.50 

56 

14 'A 

43 

0.79 

17.9 

1.24 

4.25 

146 

60 

Altos  Computer  Systems 

mini  and  micro  computers 

15.5 

20.2 

27 

134.2 

20.28 

1 

10% 

9 

1.41 

7.7 

1.08 

7.52 

147 

166 

Sanmark-Stardust 

apparel 

15.4 

16.1 

36 

59.4 

2.77 

35 

6 

70 

0.40 

15.9 

0.56 

3.29 

148 

■ 

Liebert 

elec  power  conditioning  sys 

15.4 

17.6 

23 

287.2 

19.38 

14 

24  Vi 

23 

1.30 

18.8 

1.26 

7.47 

149 

160 

Olsten 

temporary  office  personnel 

15.3 

19.0 

25 

283.2 

8.05 

0 

22% 

48 

1.00 

22.8 

0.65 

5.21 

150 

156 

Atlantic  American 

insurance 

15.2 

23.6 

24 

143.7 

13.06 

57 

1  1  !/. 
1  1  /4 

1  7 

1.37 

8.2 

0.75 

5  78 

■  Not  on  last  year's  list 

irees  William  O  'Xeil  c-  Co., 

FORSiFS. 
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51  143 

T  ITT 

electronics 

K  TV 

lb. J.  /o 

i  c  no/ 
Lj.V  /o 

33% 

$31 .5 

$5.12 

2% 

17% 

20% 

$1.06 

16.7 

2.71 

$7.13 

52  150 

i) i,.„i,  f\ _ , , ( ~ i  \ 
rjiocK  urug  t_l  A 

dental  products 

13. Z 

14.  / 

9 

Ivo.  1 

29.44 

16 

25 

32 

1.90 

13.2 

1.32 

12.80 

53  118 

Mentor 

surgical  implant  devices 

1  C  1 

1  b.  1 

1  T  7 

59 

29.9 

3.56 

2 

14 'A 

2 

0.62 

23.0 

2.71 

4.94 

1 54  116 

DBA  Systems 

computer  imaging  tech 

ICO 

15. U 

ICO 

23 

74.4 

4.16 

32 

14% 

-5 

1.11 

13.3 

0.75 

6.90 

i55  ■ 

I TniFirQt 

uniform  mfg,  rental,  sale 

14.9 

16.8 

12 

1113 

7  76 

15 

22% 

56 

1   C  A 

1 .04 

1/1D 

14.0 

1.03 

9.19 

156  ■ 

Vishay  Intertechnology 

precision  instruments 

1/10 

14.0 

ion 

iy.u 

33 

58.9 

9.34 

10 

177/x 

-2 

1.44 

12.4 

1.97 

7.59 

157  ■ 

Knoues 

home  furnishing  stores 

14.7 

18.1 

73 

214.5 

12.85 

69 

19% 

44 

1.61 

12.2 

0.82 

7.96 

158  152 

Spectrum  Control 

electronic  pollution  cntrls 

1/17 

17.7 

15 

24.8 

3.18 

30 

11  V% 

85 

0.60 

18.5 

2.40 

3.36 

159  157 

Avemco 

insurance 

14.6 

16.9 

14 

71.7 

8.74 

21 

25% 

28 

1.89 

13.6 

1.63 

11.41 

160  ■ 

A  MRFP 

land  devel,  magazine  dist 

14.5 

17.6 

71 

100  8 

79 

19% 

10 

i  i  a 

Z.  1  o 

y.u 

0.86 

12.35 

161  ■ 

Pancho's  Mexican  Buffet 

restaurants 

14.3 

14.3 

25 

41.0 

2.40 

2 

10 

45 

0.58 

17.2 

1.00 

4.11 

162  ■ 

Key  Co  Cl  B 

home  building 

14.3 

14.8 

25 

42.0 

1.51 

0 

37/K 

11 

0.66 

5.9 

0.21 

4.51 

163  139 

Scan-Tron 

optical  reading  equip 

14.2 

17.8 

24 

25.7 

2.83 

8 

16% 

37 

0.82 

20.4 

2.19 

4.74 

164  ■ 

Nantucket  Industries 

apparel 

14.0 

14.6 

29 

53.1 

2.00 

95 

8'/4 

10 

0.73 

1 1.3 

0.42 

5.06 

165  ■ 

Kriio  fntcrnitKinil 

i\ I  ut;  ill iciiidiiuiidi 

aerospace 

13  9 

24  1 

40 

120  5 

2  82 

74 

9Va 

20 

U.  /  u 

lo.U 

0.30 

2.92 

166  ■ 

Banker's  Note 

women's  apparel 

13.9 

25.7 

27 

29  J 

1.71 

6 

1 1% 

213 

0.52 

22.6 

1.26 

2.09 

167  ■ 

Crump  Companies 

insurance  brokerage 

13.8 

20.3 

33 

1 1 1 .4 

9.26 

22 

32'/2 

130 

1.04 

31.3 

2.66 

5.01 

168  ■ 

Sealed  Air 

packaging 

13.8 

16.0 

18 

196.3 

14.89 

16 

37% 

22 

2.07 

18.2 

1.39 

12.88 

169  ■ 

Radiation  Systems 

communications  equip 

13.8 

13.8 

14 

47.5 

4.20 

1 1 

8% 

-19 

0.87 

10.2 

1.03 

5.54 

170  ■ 

Precision  Castparts 

aerospace  castings 

lo.o 

i  o.y 

14 

zuz.y 

i  n  ft  x 

1  U.oo 

56 

23% 

6 

1 .43 

1  A  A 
10.4 

0.88 

8.55 

171  ■ 

ISC  Systems 

computer  equipment 

13.7 

20.5 

16 

166.1 

13.85 

31 

11 

-8 

0.90 

12.2 

1.06 

4.24 

172  ■ 

Mosinee  Paper 

paper  products 

13.7 

14.0 

15 

191.2 

9.12 

15 

12V8 

26 

1.17 

10.4 

0.49 

8.42 

173  ■ 

Syscon 

computer  sys  and  svcs 

13.7 

13.6 

to 

125.8 

4.76 

5 

13% 

18 

1.02 

13.5 

0.51 

7.48 

174  ■ 

Recoton 

access  for:  TV,  video,  stereo 

13.6 

15.2 

43 

28.6 

1.68 

14 

9 

6 

0.62 

14.5 

0.82 

4.26 

175  a 

Paco  Pharmaceutical  Svcs 
pkgng  of  pharmaceut  prods 

13.6 

13.6 

11 

44.8 

4.17 

0 

15% 

19 

1.03 

14.9 

1.35 

7.77 

■  Not  ( >n  last 

year's  list. 

Sources  Willi 

O'Neil 

&  CO.;  /• 

OKIIFS. 

The  200  Best  Small  Companies  in  America 
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176 

■ 

SJW 

water  utility 

13.5% 

14.3% 

11% 

$62.8 

$8.99 

61% 

35% 

0% 

$3.13 

11.4 

1.59 

$22.53 

177 

■ 

Thomas  Industries 
building  materials 

13.3 

15.1 

13 

310.3 

16.60 

20 

18'/2 

12 

1.85 

10.0 

0.54 

12.20i 

178' 

168 

International  Technology 

pollution  cntrl  equip  &  svcs 

13.2 

28.7 

28 

213.2 

17.40 

64 

17 

48 

0.64 

26.6 

2.1  1 

2.29 

179 

■ 

Calif  Water  Service 

water  utility 

13.1 

14.3 

9 

107.1 

12.73 

95 

56 

20 

4.48 

12.5 

1.44 

32.251 

180 

■ 

Pulaski  Furniture 

furniture 

13.1 

14.4 

34 

92.5 

4.04 

73 

16'/4 

53 

1.40 

11.6 

0.51 

9.70 

181 

188 

Houghton  Mifflin 

publishing 

13.0 

13.8 

13 

291.9 

19.18 

4 

26'/j 

49 

1.39 

18.9 

1.27 

9.86 

182 

■ 

Oil  Dri  Corp  America 

specialty  chemicals 

13.0 

19.8 

44 

52.8 

4.60 

32 

23 '/2 

34 

1.11 

21.2 

1.78 

5.82 

183 

■ 

Herley  Microwave  Sys 

microwave  components 

12.9 

27.8 

68 

16.2 

2.12 

22 

ll'/j 

62 

0.72 

16.3 

2.09 

2.64 

184 

194 

VeloBind 

bookbinding  equip 

12.9 

15.8 

13 

33.4 

3.35 

5 

11 

22 

0.64 

17.2 

1.69 

4  14 

185 

172 

Matrix 

health-care  equip 

12.8 

16.1 

34 

104.9 

13.30 

42 

16% 

2 

1.02 

16.1 

2.05 

6.31 

186 

136 

Computer  Assoc  Intl 

software 

12.8 

111 

45 

209.8 

19.49 

3 

21 V4 

85 

0.87 

24.7 

2.54 

7.10 

187 

175 

Spectradyne 

pay-per-view  TV  in  hotels 

12.8 

15.2 

17 

68.0 

7.39 

13 

16 

45 

0.78 

20.5 

2.22 

5.15 ; 

188 

186 

Service  Corporation  Intl 

funeral  parlors 

12.8 

16.8 

19 

271.6 

42.83 

23 

31% 

33 

1.69 

18.9 

3.01 

9.95 

189 

195 

KLA  Instruments 

equip  for  semiconductor  ind 

12.8 

13.0 

62 

82.5 

9.86 

0 

13% 

-21 

0.56 

24.6 

:  84 

4.43 

190 

■ 

ERC  International 

technical  engineering 

12.6 

15.8 

17 

84.9 

2.64 

3 

10% 

71 

0.65 

16.7 

0.53 

4.04 

191 

171 

Forest  Laboratories 

controlled-release  drugs 

12.5 

10.6 

20 

46.4 

7.98 

1 

17% 

45 

0.55 

32.0 

5.43 

5.28 

192 

■ 

Tech-Sym 

multicompany 

12.4 

12.1 

43 

101.6 

7.52 

18 

13% 

-11 

1.13 

12.2 

0.90 

9.38 

193 

■ 

Jones  Intercable  CI  A 

cable  TV 

12.3 

24.0 

19 

19.3 

4.74 

54 

1 1 '/« 

107 

0.48 

23.2 

5.42 

2.10 

194 

■ 

Sikes  CI  A 

ceramic  tiles 

123 

16.2 

22 

90.4 

5.09 

51 

15'/2 

70 

1.15 

13.5 

0.77 

7.04 

195 

■ 

Virco  Manufacturing 

furniture 

12.2 

12.1 

16 

167.3 

3.71 

78 

17% 

35 

1.63 

10.9 

0.24 

13.40 

196 

■ 

Crest-Foam 

polyurethane  foam 

12.0 

13.5 

29 

46.7 

1.59 

9 

12'/s 

24 

1.23 

9.9 

0.34 

9.10 

197 

■ 

Bolt  Beranek  &  Newman 

consulting  &.  research  svcs 

11.8 

18.1 

60 

178.0 

11.33 

7 

40'/4 

41 

1.30 

31.3 

1.88 

7.59 

!98 

■ 

Products  Research  &  Chem 

paints  and  coatings 

11.7 

15.6 

16 

90.9 

7.11 

5 

16% 

29 

0.76 

21.9 

1.73 

4.80 

199 

D 

Morgan  Keegan 

securities  brokerage 

11.4 

19.0 

9 

69.8 

5.47 

0 

11 '/8 

46 

1.17 

9.5 

;  -5 

6.13 

200 

3 

Anaren  Microwave 

electronics 

10.9 

14.8 

30 

32.7 

3.23 

26 

8tt 

-34 

0.77 

10.7 

1.06 

5.20 

■  Not  on  last  year  s  list 


Sources:  William  O  '.Veil  &  Co .  Forms. 


How  much  you 
an  deduct  on  what 

you  owe  will  depend 


mi  where  you  owe  it. 


i  Jet  the  specifics  from  Merrill  Lynch. 
Call  l-800-637-7455,Ext.3053. 


It  Tactic  #3.  Credit  management.  Use  it  to  reduce  costs 
8  i  retain  deductions. 

1 1  For  individual  investors,  there  are  still  two  forms  of  credit 
t  .t  remain  deductible  with  certain  limitations:  investment 
if  srest  which  includes  borrowing  against  your  securities, 
ad  home  mortgage  interest  which  includes  home  equity 
c  dit  lines. 

Merrill  Lynch  suggests  two  strategies.  First,  rather  than 
m  non-deductible  credit  for  major  purchases,  pay  cash  and 
i ;  a  margin  account  to  buy  securities.  Second,  continue  to 
net  additional  financing  needs  with  home  equity  lines  of 
edit. 

And  for  business  owners,  we  recommend  continuing 
t  use  your  100%  interest  deductions  to  help  finance  your 
(  npany's  growth. 

Although  margin  borrowing  involves  some  risk,  a  Merrill 
1  ich  Financial  Consultant  can  review  your  credit  portfolio 
t  help  you  determine  appropriate  strategies.  And  alert  you 
1  opportunities  that  can  reduce  credit  costs. 

In  the  coming  weeks,  we'll  hold  seminars  on  tax  reform. 

•  11  your  local  Merrill  Lynch  office  for  details. 

We've  also  prepared  two  guides  outlining  tax  reform 
:  ategies  for  investors  and  small  business  owners.  They 

•  scribe  tax  reform's  impact  on  credit,  IRAs,  municipal 

nds,  your  portfolio  and  insurance.  For  a  copy,  call  toll-free, 


Monday  through  Friday,  8:30  am  to  12  midnight  EST.  In  Alaska 
or  Hawaii,  call  the  Merrill  Lynch  office  nearest  you.  Or  send 
in  the  coupon. 

^ Mail  to:  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Service  Center 
RO.  Box  2021,  Jersey  City,  NJ  07303 

Please  send  me  a  free  copy  of: 

□  Crucial  Questions  About  Tax  Reform  and  Your  Personal  Finances. 

□  Financial  Strategies  for  Businesses. 


Name . 


Address 
City  


.State. 


-Zip . 


Business  Phone . 
Home  Phone  


Merrill  Lynch  clients,  please  give  name  and  office  address  of  your 
Financial  Consultant:  .  


L 


3053  j 


1986  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc  Member  SIPC. 


Merrill  Lynch 


Company  Directory 


This  alphabetical  directory  of  the 
200  Best  Small  Companies  shows 

how  to  reach  them,  where  to 
trade  them  and  how  they  rank  by 
sales,  profits,  market  value  and 
five-year  return  on  equity. 


•Where  they  rank- 


sales 

profits 

market 
value 

5-year 
average 
ROE 

Exch 

Ticker 

Company 

City,  state 

Telephone 

Market 
value 
(mil) 

19 

15 

26 

58 

n 

ACCO 

ACCO  World 

Northbrook,  IL 

(312 

480-9700 

$348.7 

123 

1 10 

135 

109 

n 

ASY 

Advanced  Systems 

A      1  "  a  T       _  IT 

Arlington  Hts,  IL 

[312 

981-1500 

68.6 

1 

95 

1 19 

1 13 

n 

AGS 

AGS  Computers 

Mountainside,  N( 

|201 

654-4321 

94.4 

159 

112 

76 

1 1 

a 

AFN 

Aliin  Fragrances 

XT  .  ~\f  1  MV 

New  York,  NY 

(212 

333-7700 

155.2 

50 

21 

82 

146 

0 

ALTO 

Altos  Computer  Systems 

San  Jose,  CA 

(408 

946-6700 

145.0 

127 

64 

114 

53 

o 

A1IC 

American  Integrity 

Philadelphia,  PA 

(215 

561-1400 

98.5 

200 

191 

178 

17 

0 

ALST 

American  List 

Great  Neck,  NY 

(516 

466-0602 

31.6 

198 

194 

190 

63 

0 

AMNU 

American  Nucleonics 

Westlake  Village,  CA 

(805 

496-2405 

22.1 

152 

111 

124 

118 

0 

AMSWA 

American  Software  CI  A 

Atlanta,  GA 

(404) 

261-4381 

85.9 

80 

69 

123 

160 

n 

AXR 

AMREP 

New  York,  NY 

(212 

541-7300 

86.2 

161 

153 

171 

199 

0 

ANEN 

Anaren  Microwave 

East  Syracuse,  NY 

(315) 

432-8909 

34.7 

181 

175 

172 

46 

0 

ANDO 

Andover  Controls 

Andover,  MA 

(617) 

470-0555 

33.9 

93 

146 

166 

15 

a 

ARY 

Arley  Merchandise 

Taunton,  MA 

(617) 

823-1400 

39.7 

87 

80 

94 

83 

0 

AIND 

Arnold  Industries 

Lebanon,  PA 

(717) 

274-2521 

120.7 

53 

42 

109 

ISO 

0 

AAME 

Atlantic  American 

Atlanta,  GA 

(404) 

266-5500 

107.2 

14 

33 

66 

97 

0 

ATRC 

Atlantic  Research 

Alexandria,  VA 

(703) 

642-4000 

175.7 

169 

166 

148 

56 

0 

AUXT 

Auxton  Computer  Enterprises 

Maitland,  FL 

(305) 

660-8400 

56.0 

103 

85 

98 

159 

n 

AVE 

Avemco 

Frederick,  MD 

|301) 

694-5700 

116.7 

168 

186 

168 

166 

0 

BKNT 

Banker's  Note 

Marietta,  GA 

(404) 

432-0636 

37.4 

7 

47 

33 

80 

BDM 

BDM  International  CI  A 

McLean,  VA 

(703) 

821-5000 

290.1 

118 

184 

197 

73 

0 

BECO 

Beaman 

Greensboro,  NC 

(919) 

271-4400 

13.6 

192 

181 

184 

81 

0 

BGSS 

BGS  Systems 

Waltham,  MA 

(617) 

891-0000 

25.4 

136 

118 

65 

121 

0 

BMET 

Biomet 

Warsaw,  IN 

(219) 

267-6639 

177.3 

4 

10 

21 

152 

0 

BLOCA 

Block  Drug  CI  A 

Jersey  City,  NJ 

(201) 

434-3000 

390.5 

10 

19 

18 

132 

0 

BOBE 

Bob  Evans  Farms 

Columbus,  OH 

(614) 

491-2225 

436.9 

143 

91 

50 

98 

a 

BLR 

Bolar  Pharmaceutical 

Copiague,  NY 

1516) 

842-8383 

217.4 

39 

53 

27 

196 

n 

BBN 

Bolt  Beranek  &  Newman 

Cambridge,  MA 

(617) 

491-1850 

335.4 

188 

162 

186 

69 

0 

RCBI 

Robert  C  Brown  &  Co 

San  Francisco,  CA 

(415) 

981-4050 

24.0 

a:  American  Stock  Exchange,    n:  New  York  Stock  Exchange,    o:  over-the-counter  Sources  William  O'.Veil  &  Co.;  Forbes. 


1 

 Where  they  rank- 

5-year 

Market 

market  average 

value 

sales 

profits 

value 

ROE 

Ticker 

Company 

City,  state 

Telephone 

(mil) 

156 

132 

128 

62 

0 

BUTC 

John  O  Butler  Co 

Chicago,  IL 

(312)  777-4000 

$83.0 

82 

135 

130 

127 

0 

CDMS 

Cadmus  Communications 

Richmond,  VA 

(804)  264-2885 

80.5 

76 

44 

78 

178 

Calif  Water  Service 

San  Jose,  CA 

/  ac\o\  1<">0    1  A  1  A 

(4U8)  298-1414 

154.2 

46 

62 

84 

107 

CDGB 

i   fin  ann  1 1  mi  i  Wmo  f^l  K 
\_dlldIlUdlgUd    f  V  lllc  V,  1  D 

Canandaigua,  NY 

/71/C1  1QA  Q/13n 

\  1 1  a }  oV4-oooU 

1  A  1  A 

141.4 

189 

188 

144 

61 

0 

CCXN 

CCX  Networks 

Conway,  AR 

(501)  329-6836 

57.0 

81 

114 

97 

45 

0 

CHKE 

Cherokee  Group 

N  Hollywood,  CA 

(213)  875-1002 

116.9 

1  ^7 

104 

91 

8 

0 

Chief  Automotive  Sys 

tjrana  Island,  Nt 

1  1  f\0  \   TO/1    Cl~7  A  ~l 

(308)  384-9/47 

123.7 

66 

54 

34 

104 

CTAS 

Cintas 

Cincinnati,  OH 

Zoo.y 

47 

88 

102 

108 

n. 

CMH 

Clayton  Homes 

Knoxville,  TN 

(615)  970-7200 

115.3 

57 

57 

58 

22 

0 

CTME 

ClothesTime 

Anaheim,  CA 

(714)  779-5881 

190.8 

63 

100 

90 

0 

Columbus  Mills 

Columbus,  GA 

[4U4J  J24-U1 1 1 

1 15.9 

117 

174 

183 

52 

CMRO 

Comarco 

Anaheim,  CA 

17  1  A  \  G^  1 

1  /  14J  y L  1  -Uo  /  L 

T  7  A 

LI  A 

16 

2 

2 

94 

n 

CMY 

Community  Psychiatric  Ctrs 

Santa  Ana,  CA 

(415)  397-6151 

942.7 

27 

23 

12 

185 

n 

CA 

Computer  Assoc  Intl 

Garden  City,  NY 

(516)  227-3300 

532.8 

32 

37 

33 

o 

St  LOUIS,  MU 

(314)  231-1575 

256.5 

137 

189 

196 

195 

CFO 

\_ i cs i  rudin 

Moonachie,  NJ 

(201)  641-9030 

1  £  7 

ID.  / 

72 

75 

32 

167 

o 

CRMP 

Crump  Companies 

Memphis,  TN 

(901)  761-1550 

296.8 

173 

179 

182 

101 

0 

CKCP 

Cybertek  Computer  Prods 

Culver  City,  CA 

(213)  649-2450 

27.8 

1UU 

140 

147 

154 

0 

DBA  Systems 

Melbourne,  FL 

(305)  725-3711 

56.1 

48 

58 

62 

32 

DEBS 

non  Cnnnc 
LJ C U  JlIUps 

Philadelphia,  PA 

(215)  676-6000 

1  S30  A 
1 oZ.4 

153 

169 

158 

93 

0 

DEPC 

DEP 

RanchoDominguez,CA(2 13  [604-0777 

45.4 

175 

125 

87 

82 

0 

DPCZ 

Diagnostic  Products 

Los  Angeles,  CA 

(213)  776-0180 

132.5 

cc 

jj 

18 

45 

140 

0 

V\C  A  T 

Digital  Commun  Assoc 

Alpharetta,  GA 

(404)  442-4000 

Zjo.U 

140 

99 

52 

130 

DNEX 

Dionex 

Sunnyvale,  CA 

(408)  737-0700 

214.4 

193 

198 

198 

96 

0 

DLOG 

Distributed  Logic 

Anaheim,  CA 

(714)  937-5700 

12.1 

149 

167 

157 

106 

0 

DRES 

Dresher 

Bedford  Park, IL 

(312)  594-8900 

45.8 

DCS 

78 

47 

43 

0 

UdKIn 

Dress  Barn 

Stamford,  CT 

(203)  327-4242 

234.3 

68 

87 

77 

51 

0 

Dreyer's  Grand  Ice  Cream 

Oakland,  CA 

(415)  652-8187 

155.0 

32 

1 

1 

25 

n 

DRY 

Dreyfus 

New  York,  NY 

(212)  715-6000  1,052.6 

77 

49 

55 

116 

0 

DUNK 

Dunkin'  Donuts 

Randolph,  MA 

(617)  961-4000 

195.0 

104 

141 

85 

30 

0' 

DUQN 

Duquesne  Systems 

Pittsburgh,  PA 

(412)323-2600 

139.2 

182 

116 

133 

67 

0 

r./\v  in 

Eaton  Vance 

Boston,  MA 

(617)  482-8260 

70.4 

199 

200 

200 

3 

0 

ESPC 

Education  Sys  &  Publications 

Belleville,  NJ 

(201)  759-1520 

1.4 

154 

127 

116 

134 

0 

ELMG 

Electromagnetic  Sciences 

Norcross,  GA 

(404)  448-5770 

95.4 

do 
4y 

41 

42 

37 

n 

ELE 

Electrospace  Systems 

Richardson,  TX 

(214)  470-2000 

239.0 

51 

144 

162 

57 

a 

FT 
HI 

Endevco 

Dallas,  TX 

(214)  691-5536 

43.0 

144 

137 

138 

68 

0 

EPUB 

Entertainment  Publications 

Birmingham,  MI 

(313)  642-8300 

65.6 

1 1  i 
ill 

96 

54 

9 

n 

ESC 

Environmental  Sys 

Little  Rock,  AR 

(501)  376-8142 

207.4 

92 

163 

160 

189 

n 

ERC 

ERC  International 

Vienna,  VA 

(703)  827-0720 

44.9 

134 

106 

115 

54 

0 

EZEM 

E-Z-Em 

Westbury,  NY 

(516)  333-8231 

97.0 

131 

60 

86 

110 

0 

FDGC 

Federated  Guaranty 

Montgomery,  AL 

(205)  288-3900 

134.8 

120 

136 

110 

135 

0 

FFMC 

First  Financial  Management 

Atlanta,  GA 

(404)  321-0120 

106.5 

74 

9 

14 

79 

n 

FSI 

FlightSafety  Intl 

Flushing,  NY 

(718)  565-4100 

477.7 

a:  American  Stock  Exchange  n: 

New  York  Stock  Exchange. 

o:  over-the-counter. 

Sources: 

William  0'Neil&  Co. 

Forbes. 

EAMS  CAN  ONLY  REA 


Success  usually  starts  out  as  a  simple 
idea.  A  thought.  But  to  turn  a  concept  -  a 
dream  -  into  reality  requires  hard  work, 
dedication,  commitment  and  the  courage  to 
fly  a  little  higher.  To  go  a  little  faster.  To 
push  a  little  harder. 

We  know.  We're  Ericsson,  and  for  over 


110  years  we've  been  soaring  to  new  heig 
in  network  systems,  cellular  systems,  inl 
mation  systems  as  well  as  wire  and  cable 
products.  We've  set  our  goals  high,  but  tj 
what  you'd  expect  out  of  a  world  leader. 
Anything  else  would  be  second  best.  An 
for  an  achiever,  that  just  won't  do. 


HIGH  AS  YOU  DARE  TO  GO. 


To  find  out  more  about  us,  call 
|S00-331-5215.  (In  Texas,  1-800-642-6039.) 
it  write  Ericsson,  730  International  Pkwy., 
;  chardson,  Texas  75081. 

And  remember,  we  are  not  afraid  to 
t  our  standards  as  high  as 
du  dare  to  dream. 


ERICSSON 

We're  here  when  you  need  us. 


mi 

"  A 


Company  Directory 


 Where  they  rank  

5-year  Market 

market       average  .  value 

sales  profits  value  ROE  Exch  Ticker  Company  City,  state  Telephone  (mil) 

138  92  39  190  a  FRX  Forest  Laboratories  New  York,  NY  (212)  421-7850  S251.8 

70  12  10  4  o  FRRI  Franklin  Resources  San  Mateo,  CA  |415)  570-3000  543.6 

172  156  176  111  a  FE  Fries  Entertainment  Los  Angeles,  CA  (213)466-2266  33.2 

106  133  101  44  a  FRV  Fur  Vault  New  York,  NY  (212)563-7070  115.41 

84  55  35  34  o  AJGC  Arthur  J  Gallagher  &  Co  Rolling  Meadows,  IL    (312)  640-8500  285.()| 

174  152  153  85  o  GCER  General  Ceramics  Haskell,  N|  (201)839-1600  47.Xi 

98  130  131  74  o  GPHY  General  Physics  Columbia,  MD  (3011964-6000  73.6i 

185  192  189  1  a  GRT  Graphic  Technology  Olathe,  KS  1913)829-8000  22.3| 

102  105  132  48  o  GILD  Guilford  Inds  Guilford,  ME  (207)876-3331  71.3 

13  7  7  64  n  JH  John  H  Harland  Decatur,  GA  (404)981-9460  760.5 

177  185  155  77  o  HCSG  Healthcare  Svcs  Group  Huntington  Valley,  PA  (2151  657-7020  47  1 

190  178  173  182  o  HRLY  Herley  Microwave  Sys  Lancaster,  PA  (717)  397-2777  33.9 

196  172  179  12  o  DBHI  Dow  B  Hickam  Sugar  Land,  TX  (7131240-1000  31.2 
121  193  193  92  o  HOOP  Hooper  Holmes  Basking  Ridge,  NJ  (201)766-5000  18.6 

5  25  23  180  n  HTN  Houghton  Mifflin  Boston,  MA  (617)725-5000  369.3 

43  17  8  31  o  JBHT  JB  Hunt  Transport  Lowell,  AR  (5011659-8800  593.6 

61  77  127  72  o  IFSIA  Interface  Flooring  Sys  La  Grange,  GA  (4041882-1891  85.1 

26  26  15  177  n  ITX  International  Technology  Torrance,  CA  (213)378-9933  449.1 

197  195  191  35  o  INPH  Interphase  Dallas,  TX  |2 14)  350-9000  21.4 
104  177  163  16  o  ITRN  Intertrans  Irving,  TX  (214)574-6750  41.3 

45  38  67  171  o  ISCS  ISC  Systems  Spokane,  WA  (509)536-5050  175.5 

25  68  70  76  n  JPI  FP  Industries  Ann  Arbor,  MI  |3 13)  663-6749  166.1 

187  129  111  192  o  IOINA  Jones  Intercable  CI  A  Englewood,  CO  (3031792-3111  104.7 

146  101  90  28  o  JUNO  Juno  Lighting  Des  Plaines,  IL  (3121827-9880  124.5 

11  70  83  123  n  KDI  KDI  Cincinnati,  OH  (5131272-1421  141.6 

145  190  199  162  a  KCB  Key  Co  CI  B  Greensboro,  NC  (9191273-2521  8.7 

56  27  16  7  n  KWP  King  World  Productions  Summit,  N[  (2011522-0100  442.0 

95  67  46  188  o  KLAC  KLA  Instruments  Santa  Clara,  CA  (408)988-6100  234.7 

194  199  194  47  KMWS  KMW  Systems  Austin,  TX  (512)288-1453  18.4 

18  50  108  65  a  KNL  Knoll  International  New  York,  NY  (212)826-2400  108.2 

69  159  170  165  o  KRUG  Krug  International  Dayton,  OH  (5131224-9066  36.6 

21  6  9  75  n  LEE  Lee  Enterprises  Davenport,  IA  (3191383-2202  566.8 

67  71  95  139  n  LM  Legg  Mason  Baltimore,  MD  (301)539-3400  117.6 

112  155  143  88  o  PLIN  P  Leiner  Nutritional  Prods  Torrance,  CA  (213)328-9610  59.0 

125  164  159  66  o  LSCO  LESCO  Rocky  River,  OH  (216)333-9250  45.1 

8  24  25  148  o  LIEB  Liebert  Columbus.  OH  (614)888-0246  361.5 

109  120  105  136  LIQB  Liqui-Box  Worthington,  OH  (614)888-9280  112.5 

28  65  96  103  n  LGN  Logicon  Torrance,  CA  1213)373-0220  117.5 

24  16  13  84  n  LUB  Luby's  Cafeterias  San  Antonio,  TX  (512)654-9000  492.0 

179  117  89  40  a  MNS  MacNeal-Schwendler  Los  Angeles,  CA  (2131258-9111  130.2 

40  51  184  a  MAX  Matrix  Corp  Orangeburg,  NY  (9141365-0190  214.7 

186  182  180  100  o  MDEX  Medex  Hilliard,  OH  (614)  876-2413  29.9 

166  150  129  153  o  MNTR  Mentor  Goleta,  CA  (8051967-3451  80.9 

a:  American  Stock  Exchange,    n:  New  York  Stock  Exchange,    o:  over-the-counter.                                                  suitress  VTilluim  O'Xeil  c-  Co  Fokbe> 


•Where  they  rank  

5-year  Market 


sales 

profits 

m  irLci 

Dial  M  1 

value 

ROE 

Exch 

Ticker 

Company 

City,  state 

Telephone 

value 
(mil) 

155 

123 

139 

71 

o 

MSCC 

Microsemi 

Santa  Ana,  CA 

(714)  979-8220 

$64.1 

105 

119 

150 

198 

n 

MOR 

Morgan  Keegan 

Memphis,  TN 

(901)  524-4100 

52.2 

35 

79 

121 

172 

o 

MOSi 

Mosinee  Paper 

Mosinee,  WI 

(715)  693-4470 

93.6 

90 

14 

19 

23 

n 

MYL 

Mylan  Laboratories 

Pittsburgh,  PA 

(4121  232-0100 

413.5 

129 

180 

188 

164 

a 

NAN 

Nantucket  Industries 

New  York,  NY 

(212)  889-5656 

22.4 

180 

157 

169 

42 

0 

NSSC 

Napco  Security  Systems 

Copiague,  NY 

(516)  842-9400 

36.9 

31 

39 

40 

89 

n 

NEC 

National  Education 

Irvine,  CA 

(714)  474-9400 

244.1 

88 

94 

29 

24 

0 

NGNA 

Neutrogena 

Los  Angeles,  CA 

(213)  642-1150 

327.4 

41 

28 

28 

50 

0 

NEBS 

New  England  Business  Service 

Groton,  MA 

(617)  448-6111 

328.6 

126 

83 

92 

142 

0 

NYMG 

New  York  Marine  &  Genl  Ins 

New  York,  NY 

(212)  953-0580 

123.5 

167 

176 

167 

59 

0 

NSSI 

Nuclear  Support  Services 

Campbell,  PA 

(717)  838-8125 

38.6 

130 

134 

120 

181 

0 

OILC 

Oil  Dri  Corp  America 

Chicago,  IL 

(312)  321-1515 

93.9 

9 

89 

61 

149 

a 

OLS 

Olsten 

Westbury,  NY 

(516)  832-8200 

185.0 

164 

107 

117 

144 

o 

ORBT 

Orbit  Instrument 

Hiuppauge,  NY 

(516)  435-8300 

94.9 

40 

29 

22 

29 

0 

GOSHA 

Oshkosh  B'Gosh  CI  A 

Oshkosh,  WI 

(414)  231-8800 

373.8 

141 

139 

141 

175 

0 

PPSI 

Paco  Pharmaceutical  Svcs 

Lakewood,  NJ 

(201)367-9000 

60.6 

147 

168 

164 

161 

o 

PAMX 

Pancho's  Mexican  Buffet 

Fort  Worth,  TX 

(817)  831-0081 

40.9 

91 

36 

43 

119 

n 

PNS 

Pansophic  Systems 

Oak  Brook,  IL 

(312)  986-6000 

238.8 

162 

145 

118 

13 

0 

PARP 

Par  Pharmaceutical 

Spring  Valley,  NY 

(914)  425-7100 

94.9 

29 

84 

59 

138 

0 

PASN 

Parisian 

Birmingham,  AL 

(205)  251-1300 

187.8 

170 

173 

161 

87 

0 

PRLX 

Parlex 

Methuen,  MA 

(617)  685-4341 

44.6 

101 

147 

88 

117 

o 

PASQB 

Pasquale  Food  CI  B 

Birmingham,  AL 

(205)  942-3371 

132.2 

128 

131 

56 

36 

0 

PAYX 

Paychex 

Rochester,  NY 

(716)  385-6666 

191.7 

110 

160 

125 

102 

0 

PAYC 

Payco  American 

Brookfield,  WI 

(414)  784-9035 

85.7 

6 

4 

6 

14 

o 

PICN 

Pic'N'Save 

Carson,  CA 

(213)  537-9220 

760.8 

139 

73 

75 

18 

0 

PIOG 

Pioneer  Group 

Boston,  MA 

(617)  742-7825 

155.3 

142 

52 

93 

10 

0 

PLEN 

Plenum  Publishing 

New  York,  NY 

(212)  620-8000 

123.1 

183 

126 

149 

78 

a 

PIP 

Postal  Instant  Press 

Los  Angeles,  CA 

(213)  653-8750 

54.8 

30 

59 

64 

170 

0 

PCST 

Precision  Castparts 

Portland,  OR 

(503)  653-8210 

177.9 

85 

103 

72 

197 

n 

PRC 

Products  Research  &  Chemical  Glendale,  CA 

(818)  240-2060 

157.3 

83 

142 

156 

179 

0 

PLFC 

Pulaski  Furniture 

Pulaski,  VA 

(703)  980-7330 

46.9 

114 

109 

112 

70 

o 

QMSI 

QMS 

Mobile,  AL 

(205)  633-4300 

104.6 

97 

45 

81 

38 

n 

BQR 

Quick  &  Reilly  Group 

New  York,  NY 

(212)  943-8686 

146.9 

135 

138 

152 

169 

0 

RADS 

Radiation  Systems 

Sterling,  VA 

(703)  450-5680 

48.8 

171 

187 

187 

174 

0 

RCOT 

Recoton 

Long  Island  City,  NY 

(718)  392-6442 

23.4 

54 

66 

49 

27 

0 

RENT 

Rent-A-Center 

Wichita,  KS 

(316)  686-7411 

221.6 

23 

43 

68 

157 

0 

RHDS 

Rhodes 

Atlanta,  GA 

(404)  264-4600 

175.2 

22 

11 

17 

21 

n 

RUS 

Russ  Berrie  &  Co 

Oakland,  N( 

(201)  891-7500 

441.3 

99 

90 

24 

122 

0 

RYAN 

Ryan's  Family  Steak  Houses 

Greenville,  SC 

(803)  244-7265 

365.3 

151 

196 

195 

143 

0 

SKFB 

S&K  Famous  Brands 

Richmond,  VA 

(804)  346-2500 

16.0 

96 

22 

11 

55 

0 

SFCD 

SafeCard  Services 

Fort  Lauderdale,  FL 

(305)  491-2111 

541.5 

122 

161 

175 

147 

a 

SMK 

Sanmark-Stardust 

New  York,  NY 

(212)  684-3400 

33.4 

176 

158 

146 

163 

0 

SCNN 

Scan-Tron 

Tustin,  CA 

(714)  259-8887 

56.2 

a:  American  Stock  Exchange,  n: 

New  York  Stock  Exchange. 

O:  over-the 

counter 

Sources.  William  O  'Neil  &  Co. 

FORIIFS 

Company  Directory 


Where  they  rank- 


sales 

profits 

market 
value 

5-year 
average 
ROE 

Exch 

Ticker 

Company 

City,  state 

Telephone 

Market 
value 
(mil) 

113 

121 

136 

99 

a 

ESH 

Earl  Scheib 

Beverly  Hills,  CA 

|213)  652-4880 

$66.2 

33 

35 

36 

168 

n 

SEE 

Sealed  Air 

Saddle  Brook,  N| 

[201)  791-7600 

272.6 

38 

48 

44 

5 

0 

SEAM 

Seaman  Furniture 

Uniondale,  NY 

(516|  222-7044 

238.0 

150 

149 

174 

128 

0 

SAFE 

Security  Amer  Find  Enterprises  Minneapolis,  MN 

(612)  544-2121 

33  7 

12 

3 

3 

187 

n 

SRV 

Service  Corporation  Intl 

Houston,  TX 

(713)  522-5141 

818.3 

165 

108 

107 

133 

o 

QPON 

Seven  Oaks  Intl 

Memphis,  TN 

(901)  683-7055 

108.9 

65 

81 

74 

126 

0 

SWIX 

Shelby  Williams  Inds 

Chicago,  IL 

(312)  527-3593 

155.9 

158 

197 

181 

115 

0 

SHOE 

Shoe  City 

Montgomery,  AL 

(205)  281-0170 

28.1 

17 

8 

5 

91 

0 

SIAL 

Sigma- Aldrich 

St  Louis,  MO 

(314)  771-5765 
 1  

786.2 

86 

124 

134 

193 

a 

SKA 

Sikes  CI  A 

Lakeland,  FL 

(813)  687-7171 

69.2 

34 

46 

41 

145 

0 

S1ZZ 

Sizzler  Restaurants  Intl 

Los  Angeles,  CA 

(213)  827-2300 

241.3 

116 

82 

113 

176 

a 

srw 

SJW 

San  Jose,  CA 

(408)  279-7810 

99.6 

62 

97 

106 

20 

0 

SWHI 

Sound  Warehouse 

Dallas,  TX 

|214)  343-4700 

109.3 

107 

100 

80 

186 

0 

SPDY 

Spectradyne 

Richardson,  TX 

(214)  234-2721 

151.1 

178 

154 

142 

158 

0 

SPEC 

Spectrum  Control 

Erie,  PA 

(814|  455-0966 

59.5 

132 

165 

151 

114 

0 

STII 

Stanford  Telecommun 

Santa  Clara,  CA 

(408)  748-1010 

49.3 

191 

170 

177 

105 

o 

STKR 

Stocker  &  Yale 

Beverly,  MA 

(617)  927-3940 

32.1 

71 

74 

38 

112 

0 

STRY 

Stryker 

Kalamazoo,  MI 

(616)  381-3811 

254.5 

108 

171 

192 

86 

0 

STVI 

STV  Engineers 

Pottstown,  PA 

(215)  326-4600 

21.4 

63 

128 

140 

173 

0 

SCON 

Syscon 

Washington,  DC 

(202)  342-4000 

64.1 

115 

86 

104 

49 

0 

SINT 

System  Integrators 

Sacramento  CA 

(916)  929-9481 

112.8 

64 

61 

79 

131 

0 

SYST 

Systematics 

Little  Rock,  AR 

(501)  223-5100 

154.2 

79 

98 

122 

191 

a 

TSY 

Tech-Sym 

Houston,  TX 

(713) 785-7790 

91.0 

37 

34 

53 

125 

a 

TFX 

Teleflex 

Limerick,  PA 

(215)  948-5100 

212.6 

36 

5 

4 

26 

n 

TLR 

Telerate 

New  York,  NY 

(212)  938-5200 

800.2 

89 

76 

30 

141 

0 

TLXN 

Telxon 

Akron,  OH 

(216)  867-3700 

310.7 

2 

30 

69 

179 

n 

Til 

Thomas  Industries 

Louisville,  KY 

|502)  582-3771 

166.7 

59 

115 

137 

6 

n 

THO 

Thor  Industries 

Jackson  Center,  OH 

(513|  596-6849 

65.9 

75 

51 

63 

137 

n 

TR 

Tootsie  Roll  Industries 

Chicago,  IL 

(312)  838-3400 

179.1 

195 

183 

185 

95 

0 

TRMW 

Triangle  Microwave 

East  Hanover,  NJ 

(201)  884-1423 

24.2 

52 

37 

73 

19 

a 

ULT 

Ultimate 

East  Hanover,  NJ 

(201)  887-9222 

156.6 

73 

93 

103 

155 

n 

UNF 

UniFirst 

Woburn,  MA 

(617)  933-5800 

114.7 

163 

122 

126 

151 

0 

UTLC 

UTL 

Dallas,  TX 

(214)350-7601 

85.3 

119 

56 

60 

2 

o 

VALU 

Value  Line 

New  York,  NY 

(212)  687-3965 

186.2 

160 

151 

145 

183 

0 

VBND 

VeloBind 

Sunnyvale,  CA 

|408)  732-4200 

56.3 

148 

143 

154 

60 

0 

VRSA 

Versa  Technologies 

Racine,  WI 

(414)  632-6622 

47.6 

44 

148 

165 

194 

a 

VIR 

Virco  Manufacturing 

Gardena,  CA 

(213)  532-3570 

40.7 

124 

72 

99 

156 

n 

VSH 

Vishay  Intertechnology 

Malvern,  PA 

(215)  644-1300 

116.0 

3 

13 

20 

129 

n 

WCS 

Wallace  Computer  Svcs 

Hillside,  IL 

(312)  626-2000 

407.8 

15 

20 

31 

120 

n 

WJ 

Watkins-Johnson 

Palo  Alto,  CA 

(415)  493-4141 

298.7 

133 

113 

48 

39 

0 

WONE 

Westwood  One  Mutual  Broad 

Culver  City,  CA 

(2131  204-5000 

228.8 

42 

102 

71 

124 

a 

WEI 

Wherehouse  Entertainment 

Torrance,  CA 

(213)  538-2314 

158.0 

94 

31 

57 

41 

n 

ZEN 

Zenith  Labs 

Ramsey,  NJ 

(201)  327-3100 

191.3 

a:  American  Stock  Exchange  n: 

Mew  York  Stock  Exchange 

o:  over-the-counter 

Sources  William  O  'Meil  &  Co 

Forbes. 

ifodak  introduces 
a  feature  never  before 
available  on  a  high-speed 
walk-up  copier 

Simplicity 


The  new  Kodak  Ektaprint  235  copier-duplicator.  It  turns 
out  copies  at  the  rate  of  85  a  minute,  5100  an  hour.  And  it 
saves  you  more  time  by  doing  complicated  jobs  like  chapter- 
ization,  slip-sheeting,  cover  insertion  and  even  two-sided 
copies  from  one-  and  two-sided  originals,  automatically. 
But  that's  only  part  of  the  story. 

You'll  also  find  the  235  easy  to  use.  The  new,  user- 
friendly  control  panel  can  reduce  setup  time  dramatically. 
It's  all  part  of  the  Kodak  advantage:  leading  technology, 
proven  reliability  and  the  best  service  in  the  business. 
Reaffirmed  by  independent  surveys,  year  after  year.  For 
details,  send  the  coupon,  or  call  1 800  44KODAK 
(1800  445-6325),  Ext  611. 

Leading  technology: 
the  Kodak  advantage 


©Eastman  Kodak  Company,  1986 


Eastman  Kodak  Company,  CP6332 
Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  


Name. 
Title  _ 


Company. 
Address _ 
City  


State. 


ZIP. 


Telephone!  L 


Taxing  Matters 


Federal  tax  reform  is  good  news  for  free- 
spending  state  politicians.  Which  also  may 
make  it  good  news  for  realty  agents  in 
neighboring  states. 

Who  gets 
the  windfall? 


By  Laura  Saunders 

F|  ive  years  ago  "you  couldn't 
give  houses  away  here,"  recalls 
Sy  Jacowitz,  a  leading  real  estate 
agent  in  Easton,  Pa.  Now?  "Business 
is  booming.  Prices  for  the  best  homes 
have  jumped  50%  to  60%  in  the  last 
year  and  a  half." 

Has  new  industry  moved  into  this 
town  at  the  east  end  of  Pennsylvania's 
long-depressed  Lehigh  Valley?  No, 
but  tax  reform  on  the  federal  level — 


and  the  absence  of  reform  on  the  state 
level — has  made  places  like  Easton 
more  attractive  than  ever  to  refugees 
from  high-tax  states,  in  this  case  New 
York  and  New  fersey. 

Look  at  the  table  on  page  189.  In 
terms  of  the  revenues  squeezed  from 
residents,  New  York  ranks  2nd  (be- 
hind Washington,  D.C.).  New  Jersey 
ranks  9th.  But  Pennsylvania,  parts  of 
which  are  easily  accessible  from  New 
Jersey,  comes  in  a  low  28th.  With  a 
new  freeway  that  cuts  the  driving  time 


to  Manhattan  to  90  minutes,  even 
New  Yorkers  who  needn't  always  be  ir| 
town  might  consider  Easton. 

You  live  in  or  around  heavily  taxed 
Boston?  Lightly  taxed  Nashua,  N.H 
is  only  an  hour  away.  No  one  shoulc 
be  surprised  if  houses  in  Nashua  do 
better  than  houses  in  Boston. 

States  with  relatively  low  tax  bur- 
dens do  well  under  tax  reform  for  twe 
reasons.  As  top  federal  income  tax 
rates  drop  to  28%  from  50%,  the  de- 
duction for  state  income  and  property 
taxes  is  worth  proportionately  less, 
The  deduction  for  sales  taxes  is  van- 
ishing entirely.  In  short,  the  more 
lightly  the  feds  tax  you,  the  more 
onerous  it  becomes  to  live  under  a 
spendthrift  state  government. 

A  second  reason  for  this  is  tax  link- 
age. In  most  states,  residents  compute 
state  taxes  based  on  their  federal  tax 
returns.  The  feds  are  lowering  rates 
but  increasing  the  overall  tax  base. 
States  applying  their  old  rates  to  the 
income  soon  to  be  reported  on  federal! 
1040s  will  levy  a  big  tax  increase. 
New  York  could  harvest,  automati- 
cally, a  tax  windfall  of  $2  billion  on 
more.  Maryland  stands  to  reap  around 
$300  million,  automatically,  also. 

In  many  states  that  use  federal  in- 
come as  the  base,  changes  in  the  fed- 
eral tax  code  must  be  adopted  by  the 


The  bite,  state  by  state 


State  tax  burdens  will  be  much  more  visible  after  tax  away  with  the  sales  tax  deduction  entirely.  Here's  what 
reform  lowers  the  value  of  federal  deductions  for  in-  each  state  collects  per  capita  from  individual  income, 
come  and  property  taxes  to  28%  from  50%  and  does    property  and  general  sales  taxes. 


N.H. 


N.Y. 
$1,670 


Vt. 
$892 


Me\ 
/$942, 


Pa. 


$971. 


'Va. 
$854 


$608. 


$607/ 


I  N.J. 
'Dela 
DC. 
Md. 
WA 

N.C. 
$731 


Mass.  $1,230 
I.  $1,115 
Conn.  $1,181 
$1,188 
$784 
11,886 
1,149 
i.  $796 


Ga. 
$825 


$702 


$668 


S.C. 
$723 

Fla.t 
$713 


*A  large  portion  of  the  property  tax  burden 
is  borne  by  corporations.  fA  large  portion  of 
the  sales  tax  burden  is  borne  by  tourists. 


State  and  local 
taxes  per  capita 

□  Below  $700 

□  $700-$799 

□  $800-$899 

□  $900-$999 

□  $1,000-$  1,099 

■  $1,100-$1,200 

■  Above  $1,200 


Fly  In  to  true  wilderness  fishing  .  .  . 


Canada's  best  .  .  .  .Accessible  only  by  air! 


For  personal  vacation  .  .  .  Business  meetings  .  .  . 

Client  entertainment  or  Sales  incentive  .  .  . 

DONT  GAMBLE  ON  YOUR  NEXT  FISHING  TRIP 

*  World  Class  Trophy  Fishing  —  Exciting  Action 

*  Executive  Class  Facilities  and  Service 

*  Deluxe  —  Modern  2  Bedroom  Log  Cabins 

*  Each  with  private  shower  and  bath 

*  AMERICAN  PLAN  -  GOURMET  FOOD 


Please  send  your  Illustrated  brochure. 


NAME  

ADDRESS  

CITY/STATE/ZIP, 
TELEPHONE  


Mail  to: 
32500  Highway  101,  Suite  F 
Gold  Beach,  OR  97444 


IT'S  NOT  A  RISK 
WHEN  IT'S  BEEN  DONE 
OVER  1250  TIMES. 


FANTASTIC  SAMS,  the  original  family 
haircutters,  is  the  world's  largest  and 
fastest  growing  haircare  franchise, 
according  to  ENTREPRENEUR,  1986.  It  s 
no  accident  —  Fantastic  Sam's  has  sold 
over  1250  stores  —  and  we're  still 
growing  with  new  sales  each  day! 

Inquire  today  about  owning  a 
Fantastic  Sam's  franchise. 

•  no  accounts       •  $45,000 
receivable  minimum 

•  relatively  low  investment 
inventory  •  no  royalties 

•  weekly  fees  of    •  in  business 
$131.00  for  yourself, 

but  not  by 
yourself. 

We  have  a  system  that  will  work  for 
you!  (Don't  take  our  word  for  it:  call 
any  of  our  400  owners,  who  collectively 
own  over  1250  stores,  and  ask  them. 
Most  were  never  ui  the  hair  business.) 

In  USA,  call  1-800-621-5307, 

8:30-5:00  CST 
In  Canada,  caU  604-530-3177 
or  416-441-6330 


This  offering 
made  by 
prospectus  only. 


(The  original  famiK  haircutterv^^ 


FIGHT 
CANCER. 
EAT 
YOUR 
VEGETABLES. 

There's  strong  evi- 
dence your  greengrocer 
has  access  to  cancer 
protection  you  won't  find 
in  any  doctor's  office. 

Like  broccoli,  peaches, 
spinach,  tomatoes,  citrus 
fruits  and  various  other 
types  of  fruits  and  vege- 
tables. They  may  help 
reduce  the  risk  of  some 
forms  of  cancer. 

Write  for  more  infor- 
mation. 

AMERICAN 
V CANCER 


states'  legislators.  That  has  the  virtue 
of  forcing  elected  officials  to  confroni 
the  windfall  problem.  In  some  o 
these  states,  officeholders  and  offic^ 
hopefuls  have  promised  to  return  tty 
windfall.  These  states  include  Minne 
sota  (likely  windfall:  $200  million 
and  Wisconsin  (up  to  Si 00  millionl 

But  politicians  don't  part  lightly 
with  revenue.  In  California  the  wind 
fall  could  come  in  at  SI  billion,  ye 
neither  Governor  George  Deukmejiar 
nor  his  Democratic  challenger,  Loj 
Angeles  Mayor  Tom  Bradley,  has  tak 
en  a  position  on  the  issue. 

What  states  could  do,  of  course,  i^ 
return  the  money  to  taxpayers  by  rei 
ducing  tax  rates.  Especially  top  rates 
as  that  is  where  a  disproportionate 
share  of  the  added  burden  will  fall 
That's  what  revenue  neutral  is  al 
about.  But  will  the  states  do  it? 

"I  think  states  will  lower  their  [in- 
come tax]  rates  next  year,"  says  state 
tax  expert  Steven  Gold  of  the  Nation- 
al Conference  of  State  Legislatures 
"but  not  by  the  full  amount." 

Why  not?  In  some  states  affhetec 
with  farm  and  oil  woes — think  here  oi 
Louisiana,  Montana  and  Iowa — cut- 
ting income  taxes  is  impossible,  sc 
any  windfall  will  likely  go  to  cut  the 
deficit. 

Utah  Governor  Norman  Bangertei 
plans  to  spend  his  S60  million  wind-i 
fall  on  education.  Leading  Marylanc 
gubernatorial  candidate  William 
Schaefer  has  merely  said  Marylanc 
has  "unmet  needs"  that  could  soak  up 
its  $300  million  surplus.  In  some  oth- 
er states,  including  Oregon,  thou- 
sands of  residents  owe  no  taxes  at  the 
federal  level  but  do  owe  at  the  state 
level,  making  enforcement  difficult. 
Officials  in  these  states  may  decide  tc 
use  windfalls  to  remove  low-income 
taxpayers  from  the  rolls. 

Note  that  tax  reform  will  force  four 
states — Nebraska,  Vermont,  Rhode 
Island  and  North  Dakota — to  raise 
their  rates  just  to  stay  even  after  tax 
reform.  This  is  because  their  residents 
are  taxed  a  percentage  of  their  federal 
tax  liability,  not  their  income.  As  the 
federal  tax  liability  drops,  so  do  the 
state's  revenues. 

New  York's  Mario  Cuomo  has 
pledged  to  return  his  state's  up-to-S2- 
billion  windfall  to  the  people.  Cuomo 
could  use  the  money  to  reduce  New 
York's  (no  longer  deductible)  sales 
tax,  and  still  claim  he  returned  the 
windfall — a  maneuver  that  would  do 
further  wonders  for  the  real  estate 
market  in  Easton,  Pa.  and  in  other 
out-of-state  communities  within 
commuting  distance. 

Good-bye,  New  York. 

Hello,  Pennsylvania. 


Thinking  about  moving? 


Here,  taken  from  the  latest  data  and  grouped  according  plus  the  highest  marginal  income  tax  rate.  The  last 
to  region,  are  the  per  capita  tax  burdens  the  states  column  tells  whether  state  income  tax  systems  are 
impose  on  their  residents'  sales,  property  and  income,    linked  to  numbers  taken  from  federal  forms. 


State 

Rank 

State  and  local  revenues  per  capita  from 
individual         property  general 
income  tax           tax            sales  tax 

Highest  marginal 
tax  rate  on  income* 

State 
linkage  to 
fed  tax  code 

Connecticut 

10 

$  88 

$668 

$425 

12%  above  $100,000t 

yes 

Maine 

24 

227 

442 

273 

10%  above  $50,000 

yest 

Massachusetts 

8 

481 

534 

215 

10%  flat  ratett 

yes* 

New  Hampshire 

A3 

23 

666 

0 

b  7o  above  3>2,4Ul)t 

no 

RVioHp  Tularin 

13 

296 

561 

258 

1  n  o^°/  oKr\i7P»ci  jz.  nnn** 
lu.yj  /o  aDovej) i  /  o,uuu 

yes 

Vprm  on  1" 

V  ^  1  L11VJ1J  L 

27 

249 

490 

153 

i  o  ico/  -iKr»if*3  1 1  7Q  nnn** 
lo.ZD  /o  aDove  3>i/o,uuu 

yes 

Delaware 

33 

587 

197 

0 

9.7%  above  $40,000 

yes 

Maryland 

12 

542 

380 

227 

5%  above  $3,000 

yes 

New  Jersey 

9 

235 

680 

273 

3.5%  above  $50,000 

no 

New  York 

2 

616 

650 

404 

13.5%  above  $26,000tt 

yes 

Pennsylvania 

28 

301 

345 

229 

2.2%  flat  rate 

no 

Washington,  D.C. 

1 

771 

638 

477 

11%  above  $25,000 

yest 

Alabama 

51 

166 

111 

260 

5%  above  $6,000 

yes 

Arkansas 

48 

185 

170 

257 

7%  above  $25,000 

yes 

Florida 

40 

0 

350 

363 

no  tax 

NA 

Georgia 

30 

251 

285 

289 

6%  above  $10,000 

yesi 

Kentucky 

49 

232 

173 

203 

6%  above  $8,000 

yest 

Louisiana 

44 

91 

166 

411 

6%  above  $50,000 

yes 

Mississippi 

47 

100 

189 

333 

5%  above  $10,000 

yes 

North  Carolina 

37 

290 

229 

212 

7%  above  $10,000 

no 

South  Carolina 

Ay 

241 

240 

242 

!  /o  above  M4,(J(JU 

yest 

X  CllllCSSCC 

SO 

12 

213 

382 

A               till"  flt-OT 

no 

Virginia 

Ay 

312 

343 

199 

d./D/o  aoove  3>iz,uuu 

yes 

\njf*ct  ViTiTini<i 
VVCSL   V  llglllid 

31 

202 

191 

403 

1  X°l  ^Knvp  ti  in  nnn 

yest 

Illinois 

16 

257 

514 

315 

2.5%  flat  rate 

yes 

Indiana 

25 

236 

342 

358 

3%  flat  rate 

yest 

Michigan 

6 

407 

601 

250 

5.1%  flat  rate 

yes 

vjmo 

21 

335 

371 

265 

o.od/o  above  Muu,uuu 

yes 

Wisconsin 

7 

f 

458 

510 

288 

7  o°/  iKrw£>  *C/in  nnn 
/  ,y /o  aoove  j><+U,UUU 

yest 

Iowa 

18 

271 

493 

253 

13%  above  $77,000 

yest 

Kansas 

23 

233 

468 

248 

9%  above  $50,000 

yes 

Minnesota 

4 

557 

466 

301 

i  ao/   „ _ „ , (Tti  nnn 

14%  above  i^z.UUL) 

yest 

A4issouri 

XA 

208 

234 

341 

A0/  ikrwp>  to  nnn 
o/o  aDove  <j>v,uuu 

yes 

INCUIdaKtl 

11 

189 

507 

267 

o       oKavp  ti  7c,  nnn** 
y.D  /o  auuvc  o l  /  j,uuu 

yes 

1NUI111  UtiAUL4 

OO 

108 

327 

298 

^  i^°l  nhnvp  417^  nnn** 

D .  L  D  /o  d  UU  V  C  u>  1  /  D ,  UUU 

yes 

South  Dakota 

Al 

0 

406 

295 

no  tax 

NT  A 

Arizona 

20 

173 

350 

450 

8%  above  $13,000 

yest 

New  Mexico 

46 

53 

148 

464 

7.8%  above  $200,000 

yes 

Oklahoma 

45 

199 

200 

267 

6%  above  $15,000 

yes 

Texas 

41 

0 

418 

284 

no  tax 

NA 

Colorado 

14 

240 

445 

422 

8%  above  $14,000 

yes 

Idaho 

38 

228 

256 

242 

7.5%  above  $5,000 

yest 

Montana 

32 

207 

589 

0 

11  %  above  $46,000 

yes 

Utah 

26 

234 

316 

382 

7.75%  above  $8,000 

yes 

_W^OITlin£__ 

3 

0 

1,100 

407 

no  tax 

NA 

California 

11 

361 

385 

426 

11%  above  $56,000 

yest 

Nevada 

35 

0 

298 

452 

no  tax 

NA 

Oregon 

17 

455 

571 

0 

10%  above  $5,000 

yest 

Washington 

15 

0 

395 

696 

no  tax 

NA 

Alaska 

19 

2 

873 

117 

no  tax 

NA 

Hawaii 

5 

388 

278 

615 

11%  above  $61,000 

yest 

*Rate  given  is  for  joint  return.  +No  tax  on  earned  income.  tState  is  linked,  but  legislature  must  approve  changes.  **State  tax  is  a  percentage  of  federal  income 
tax  liability.  I  lighest  state  marginal  rate  is  found  by  multiplying  that  percentage  by  50%  (highest  federal  marginal  rate  in  1986).  ttRate  is  for  unearned  income. 
Massachusetts  taxes  earned  income  at  a  flat  5.19%  rate;  New  York  taxes  earned  income  over  $17,000  at  9.5%.    NA:  Not  applicable. 


Sources:  Advisors'  Commission  on  Intergovernmental  Relations  (Significant  Features  of  Fiscal  Federalism  1985-86  Edition);  Steven  Gold 


By  Richard  D.  James 


Early  one  recent  morning,  a  young  man 
dressed  in  black  top  hat  and  tails  stood 
on  a  San  Francisco  street  corner  in  the 
city's  financial  district  busily  thrusting 
advertising  circulars  into  the  hands  of 
pedestrians  as  they  scurried  by  on  their 
way  to  work. 

The  flier  heralded  a  "Premier  on  Mar- 
ket Street,"  the  opening  of  a  new 
branch  of  Citicorp  Savings  and  Loan 
Association,  an  arm  of  the  giant  New 
York-based  financial  institution.  To  en- 
tice potential  customers  into  the  new 
office,  the  circular  promised  that  100 
tickets  to  the  Broadway  hit  "Cats!" 
would  be  given  away  in  five  weekly 
drawings  from  among  entry  blanks  torn 
off  the  bottom  of  the  flier  and  brought  to 
the  new  branch. 

Significantly,  the  circulars  were  being 
distributed  and  the  new  branch  being 
opened  literally  within  the  shadow  of 
the  52-story  Bank  of  America  building, 
home  of  the  West  Coast  financial  giant 
that  is  Citicorp's  arch  rival. 

Citicorp's  effort  to  strengthen  its  grip 
on  Bank  of  America  turf  by  using  free 
theater  tickets  is  just  one  small  example 


of  the  growing  attention  being  focused 
these  days  on  the  West  Coast,  particu- 
larly California,  by  the  nation's,  and  for 
that  matter,  the  world's  largest  financial 
institutions.  Propelled  by  a  burgeoning 
affluent  population,  a  healthy,  diverse 
economy  and  a  strategic  location  on 
the  Pacific  Rim,  Los  Angeles,  San  Fran- 
cisco and  San  Diego  together  are  fast 
becoming  a  major  financial  center. 

"That's  a  fact.  That  isn't  even  open  to 
question,"  declares  James  P.  Miscoll, 
executive  vice  president  of  Bank  of 
America.  "And  in  10  to  20  years,  Los 
Angeles  will  become  the  most  impor- 
tant city  in  the  world  in  finance  and 
economics.  The  forces  are  inevitable.  If 
Los  Angeles  is  the  Big  Orange,  I  think 
the  Big  Orange  is  going  to  eat  the  Big 
Apple." 

The  rise  of  the  West  Coast  as  a  money 
hub  shows  up  in  many  ways.  From  San 
Diego  to  Seattle,  consumers  and  busi- 
nesses of  all  sizes  are  being  wooed  by 
banks  and  savings  and  loans  that  want 
a  piece  of  their  financial  action.  More 
and  more  big  Eastern  commercial 
banks,  such  as  Citicorp,  are  heading 
west  to  establish  new  offices  or  beef  up 
existing  operations.  The  same  is  true 
for  investment  banks,  and  from  the  oth- 


er side  of  the  globe  have  come  big 
Japanese  banks. 

"California  has  become  one  of  th« 
most,  if  not  the  most,  competitive  than 
cial  market  in  the  country,"  says  Nor 
man  J.  Buchan,  senior  vice  president  o 
Chase  Manhattan  Bank  and  the  bank'; 
senior  West  Coast  officer.  Chase  ha: 
just  finished  building  a  22-story  office 
tower  in  downtown  Los  Angeles  thai 
Buchan  describes  as  "a  symbol  of  our 
commitment  to  California." 

The  growing  presence  of  out-of-state 
banks  in  California  is  shown  in  a  study 
by  the  Federal  Reserve  Bank  of  Atlanta. 
Banks  headquartered  outside  Califor- 
nia operate  more  than  500  offices  in  the 
Golden  State,  more  than  any  other 
state.  By  comparison,  New  York  State 
hosts  only  about  150  offices  of  out-of- 
state  banks. 

Foreign  banks,  particularly  those  frorr 
Japan,  also  are  establishing  an  exten- 
sive California  beachhead.  The  state 
has  42  foreign-owned,  federally  char- 
tered banks,  three  more  than  New  York 
and  more  than  any  other  state,  accord- 
ing to  a  recent  California  Department  ol 
Commerce  report. 

When  one  throws  in  branch  and  agen- 
cy offices  as  well  as  full-service  banks, 


"We  give  you  more 
uality  services  than  any 
other  discount  broker." 


"Commission  discounts  are 
important.  But  there  are  many 
services  that  are  just  as  important. 
When  you  choose  a  brokerage  firm, 
you  should  get  a  complete  package. 
That  means  discounts 
and  service! 

-Charles  R.  Schwab,  Chairman 
Charles  Schwab  &  Co.,  Inc. 


We  give  you  these  quality  services: 

24  -hour  order  entry  so  you  can  place  your  orders 
at  your  convenience. 

\S  Instant  execution  on  most  market  orders.  Often 
we  can  confirm  your  order  while  you're  still  on 
the  phone. 

\S  High  interest  on  your  uninvested  funds  with  a 
Schwab  One  Account  or  Money  Market  Fund. 

\S  Increased  buying  power  with  low- cost  margin 
loans. 

Over  200  no-load  and  low  load  mutual  funds 

that  you  can  buy  through  your  Schwab  discount 
brokerage  account.  It's  just  as  easy  as  buying  stocks. 

(Prospectuses  available) 

\S  No  sales  pressure— ever. 

\S  Plus  discounts  of  up  to  76%  on  commissions 

compared  to  rates  charged  by  full- commission  firms. 

FOR  A  FREE  BOOKLET 
describing  our  quality  services  and  our  discounts 


Call  toll  free  today: 

1-800-228-5500 

In  Nebraska  call  1-800-642-9900 
24  hours  a  day,  or  mail  this  coupon. 


□  Please  send  me  free 

discount  brokerage  information. 

Name  


Please  Print  Clearly 


Address. 
City  


State/Zip. 


Charles  Schwab 

America's  Largest  Discount  Broker 

Member  New  York  Exchange,  Inc./SIPC 

New  York:  335  Madison  Avenue,  Bank  of  America  Plaza,  NY  10017 
San  Francisco:  101  Montgomery  Street,  CA  94104 
Los  Angeles:  1901  Avenue  of  the  Stars,  Suite  175,  CA  90067 
Chicago:  70  West  Madison  Street,  Suite  1300,  IL  60602 
Over  90  offices  serving  the  U.S.A. 

HI  A  BankAmerica  Company  FOBDU 


ADVERTISEMENT  3 


California  boasts  139  foreign  banking 
operations,  more  than  double  the  num- 
ber 10  years  ago.  Five  of  the  state's  10 
biggest  banks,  as  measured  by  depos- 
its, are  foreign-owned. 

Domestically-owned  banks  and  thrifts 
in  California  also  are  multiplying  at  a 
rapid  clip.  "The  growth  in  banks  is  real- 
ly happening  in  California  compared 
with  the  nation  as  a  whole,"  says  Bar- 
bara Bennett,  an  economist  at  the  Fed- 
eral Reserve  Bank  of  San  Francisco. 
She  points  to  Fed  figures  showing  that 
the  number  of  California  commercial 
banks  rose  to  460  as  of  mid- 1986  from 
281  in  1981 ,  a  64  percent  increase.  By 
comparison,  the  number  of  banks  in  the 
nation  as  a  whole  declined  by  about  1 
percent  in  the  same  period. 

California  has  turned  into  a  financial 
heavyweight  in  other  ways,  too.  For  ex- 
ample, the  state  gets  a  disproportion- 
ate share  of  venture  capital.  The  state 
Department  of  Commerce  reports  that 
venture  capitalists  invest  more  in  Cali- 
fornia than  in  any  other  state,  surpass- 
ing Massachusetts  by  three-to-one  and 
Texas  by  15-to-one.  California  start-ups 
garnered  nearly  40  percent  of  the  na- 
tion's total  venture-capital  commit- 
ments in  1984  compared  with  20  per- 
cent by  New  York  start-ups,  Venture 
Capital  Journal  reports. 

"There's  no  shortage  of  ideas  out  here 
and  no  shortage  of  interested  people 
and  no  shortage  of  risk-taking  mental- 
ity, which  frankly,  I  think  is  greater  in 
California  than  anywhere  else  in  the 
country,"  says  J.  Stuart  Francis,  man- 
aging director  in  San  Francisco  for  the 
investment-banking  firm  of  Smith  Bar- 
ney, Harris  Upham  &  Co.  Francis  re- 
ports that  of  the  start-ups  being  bank- 
rolled by  Smith  Barney's  newest  ven- 
ture-capital fund,  50  to  60  percent  are 
on  the  West  Coast,  "and  I  think  we'll 
see  that  rise  to  around  70  percent" 
before  too  long. 

A  variety  of  forces  are  driving  the  fo- 
cus of  the  nation's  financial  activity 
westward,  but  California's  growing 
population  is  the  one  that  many  finan- 
cial experts  mention  first.  "We  have  an 
expanding  pie  here  and  that's  always 
attractive  to  people.  We  are  11  or  12 
percent  of  the  population  of  the  coun- 
try/' observes  J.  Anthony  Frank,  chair- 
man and  chief  executive  officer  of  First 
Nationwide  Financial  Corp.,  a  savings 
and  loan  holding  company. 

A  new  study  by  Wells  Fargo  &  Co.,  the 
San  Francisco-based  bank  holding 
company,  reports  that  between  1980 
and  1985,  the  state's  population  in- 
creased at  an  annual  rate  of  2.2  per- 
cent, more  than  double  the  national 
average.  By  the  year  2000,  more  than 
33  million  people  will  be  living  in  Cali- 
fornia, up  from  the  current  26.4  million. 
By  contrast,  the  U.S.  Census  Bureau 
projects  the  population  in  the  Northeast 


WEST  COAST 

will  drop  about  5  percent  between  1 980 
and  2000. 

Another  factor  in  the  region's  develop- 
ment as  a  major  financial  center  is  its 
expanding  economy.  Currently,  Califor- 
nia boasts  the  world's  sixth-largest 
economy,  but  by  the  year  2000  "we'll 
be  the  fifth  largest,  surpassing  France," 
says  John  F.  Grundhofer,  Wells  Fargo 
executive  vice  president.  By  then,  the 
bank  forecasts,  the  state's  economic 
output  will  total  $820  billion  annually, 
surpassing  all  nations  except  the  U.S., 
Russia,  Japan  and  West  Germany. 

Richard  Barrett,  managing  director  in 
Los  Angeles  for  Salomon  Brothers, 
says,  the  investment-banking  concern 
is  beefing  up  its  West  Coast  operations 
because  "the  growth  of  the  area  from  a 
business  standpoint,  particularly  in  the 
financial  sector,  is  something  we  really 
believe  in."  The  firm  recently  expanded 
into  new  Los  Angeles  quarters  with 
25,000  square  feet  of  floor  space,  more 
than  4  times  what  it  formerly  occupied. 

Some  bankers  want  to  be  in  California 
because  they  hope  some  of  California's 
innovative  spirit  will  rub  off  on  them. 
Chase  Manhattan's  Buchan  explains, 
"Leaders  in  the  financial  services  in- 
dustry are  going  to  have  to  be  innova- 
tive to  be  successful,  and  California  is 
one  of  the  seats  of  innovation  in  this 
country  and  also  a  leader  in  technol- 
ogy. So  it's  appropriate  that  a  bank  like 
Chase,  which  views  itself  as  a  leader  in 
innovation  and  technology,  should 
have  California  as  one  of  its  prime  na- 
tional expansion  targets." 

Moreover,  the  importance  of  the  na- 
tion's growing  economic  ties  with  Ja- 
pan and  other  Pacific  Rim  nations,  ties 
that  are  particularly  strong  on  the  West 
Coast,  hasn't  been  lost  on  financial- 
industry  executives.  "The  importance 
of  the  Pacific  Rim  and  Japan  draws 
attention  to  the  West  Coast,"  says  Gus 
Bonta,  executive  director  of  the  Califor- 
nia Bankers  Association. 

Listen  to  Stephen  C.  Glenn,  executive 
vice  president  of  Bank  of  the  West,  a 
San  Jose,  Calif,  bank  that  was  acquired 
by  Banque  National  de  Paris,  Europe's 
largest  commercial  bank,  six  years 
ago:  "In  any  kind  of  world-banking 
strategy,  you  have  to  include  California. 
With  its  position  on  the  Pacific,  it's  a 
major  trader  with  the  Pacific  Rim,  and 
that's  one  of  the  most  rapidly  emerging 
areas  of  the  global  economy." 

In  1982,  America's  trade  with  the  Pa- 
cific Rim's  27  countries  surpassed  that 
with  Europe  for  the  first  time,  and  the 
gap  has  been  widening  ever  sin_e.  The 
Pacific  Rim  currently  accents  for 
about  41  percent  of  world  business. 
And  California  handles  approximately 
80  percent  of  the  business  between  the 
U.S.  and  the  Pacific  Rim,  Wells  Fargo 
bank  reports.  The  state's  international 
trade  totaled  $94  billion  in  1985-more 


than  triple  the  level  of  a  decade  ago. 

The  importance  of  California,  and  L 
Angeles  in  particular,  as  a  gateway 
the  Pacific  Rim  can  hardly  be  overes 
mated.  Says  John  V.  Tunney,  form 
senator  from  California  and  now  a  L 
Angeles  attorney  involved  in  real  esta 
development,  "This  'gateway'  ro 
gives  Los  Angeles  a  considerable  ec 
nomic  advantage  over  New  York.  I 
nance  historically  has  followed  trade 

The  growing  economic  ties  with  Jap. 
and  the  other  Pacific  Rim  countri* 
have  meant  an  increasing  flow  of  i 
vestment  capital  into  California  frc 
these  nations.  In  fact,  California  attrac 
more  foreign  investment  than  any  oth 
state,  according  to  the  state's  Depa 
ment  of  Commerce.  Direct  foreign  i 
vestment  in  the  state  in  1984  totale 
$3.8  billion,  triple  the  amount  in  Ne 
York. 

Currently,  foreign  investment  in  Cs 
fornia  is  dominated  by  Japan  and  Ca 
ada.  Japanese  banks  and  compam< 
are  investing  heavily  in  California  re 
estate  and  businesses,  tunneling  tin 
massive  trade  surplus  back  into  tl 
U.S.  in  much  the  same  way  the  OPE 
nations  did  in  the  1970s.  "The  chan 
ing  relationship  between  the  dollar  ar 
yen  is  forcing  the  Japanese  to  reexar 
ine  how  they  do  their  manufacturin 
It's  making  the  U.S.  look  like  a  mu« 
more  attractive  place  to  do  manufa 
turing  or  assembly."  says  Andre 
Schneit,  vice  president  of  corpora 
planning  for  Bank  of  America. 

Cultural  ties  between  California  an 
Japan  also  are  drawing  Japane: 
money  to  the  area.  "From  an  ethr 
standpoint,  California  is  heterog 
neous,  so  anyone  coming  here  fro 
Japan  can  feel  an  affinity,"  says  Arth 
J.  Gemmell,  senior  vice  president 
Fujitsu  America  Inc.,  the  San  Jos 
based  U.S.  subsidiary  of  Fujitsu  Lti 
Also,  it's  a  function  of  convenience.  It) 
a  shorter  air  trip."  The  company  en 
ploys  about  2,000  workers  on  the  We 
Coast,  and  in  August  opened  a  $3t| 
million  manufacturing  plant  in  Hillsbonl 
Ore. 

Of  course,  the  West  Coast  operatiorl 
of  Japanese  companies  proved  to  be 
powerful    attraction    for  Japanes 
banks,  but  they  have  turned  out  to  tl 
only  the  tip  of  the  iceberg.  "When  Jap< 
nese  banks  came  here,  the  first  thinl 
they  did  was  to  go  after  Japanese 
related  business,  and  they  could  d 
that  with  small  branch  offices,"  say 
Junji  Hatano,  executive  vice  presider 
of  Bank  of  California,  a  subsidiary  c 
Mitsubishi  Bank  Ltd.  of  Japan.  "The 
they  recognized  there  was  a  bigge 
market  here  and  they  became  interes 
ed  in  buying  American  banks." 

Mitsubishi  acquired  Bank  of  Californi 
in  1 984,  which  brought  to  nine  the  nunr 
ber  of  Japanese-owned  banks  in  Call 


Sancai  Fereghan  Horse,  Tang  Dynasty,  sold  at  Sotheby's  New  York,  June  4, 1986 
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fornia.  Of  the  state's  10  largest  banks, 
three  are  now  Japanese-owned. 

For  Mitsubishi,  buying  a  California 
bank  also  meant  a  chance  to  see  what 
life  would  be  like  in  a  deregulated 
banking  environment,  Hatano  says. 
"Mitsubishi  wanted  to  have  a  preview  of 
what  is  coming  to  Japan  in  terms  of 
deregulation,"  he  says.  Similar  to  what 
the  U.S.  has  recently  experienced,  re- 
straints on  Japanese  banking  practices 
also  are  being  relaxed. 

If  anything,  the  country's  financial  tilt 
toward  the  Pacific  is  likely  to  accelerate 
in  the  next  few  years.  For  one  tning, 
some  believe  the  Japanese  will  be- 
come even  bigger  players  in  the  West 
Coast  world  of  finance.  "It  used  to  be 
that  only  a  half-dozen  Japanese  banks 
had  the  capacity  to  buy  American 
banks.  Now  there  are  1 0  or  1 2  that  have 
that  capability,"  Hatano  says.  "Also, 
Japanese  business  is  becoming  more 
linked  with  international  business.  Jap- 
anese banks  must  have  a  greater  pres- 
ence in  the  U.S.,  especially  California, 
so  they  don't  lose  existing  business 
customers." 

Another  important  factor  is  that  after 
years  of  lobbying  by  New  York  banks, 
California  lawmakers  this  year  passed 
a  provision  allowing  New  York  banks  to 
set  up  full-service  operations  in  the 
state  starting  in  1991 .  That  means  New 
York  banks  for  the  first  time  will  be  able 
to  take  consumer  checking  and  sav- 
ings deposits  in  California. 

While  Eastern  banks  have  been  able 
to  offer  many  other  retail  and  wholesale 
bank  services  on  the  West  Coast,  they 
have  particularly  coveted  a  share  of 
California's  rich  consumer  deposit 
base,  as  well  as  direct  access  to  a 
population  that  is  above  average  in 
wealth. 

"That  consumer  deposit  base  is  very 
desirable  because  it's  stable  money," 
explains  economist  Bennett.  "Consum- 
ers are  more  loyal  to  their  banks  than 
businesses.  They  don't  move  their 
banking  relationships  as  readily."  As 
for  the  affluence  of  those  consumers, 
California  per  capita  income  in  1984 
totaled  $1 2,443, 1 4  percent  higher  than 
the  national  average  and  5  percent 
higher  than  the  New  York  level. 

Los  Angeles  is  now  number  two  in  the 
country  in  bank  and  thrift  deposits  with 
approximately  $140  billion,  surpassing 
Chicago;  New  York  City  is  number  one 
with  about  $175  billion. 

With  the  passage  of  the  California  in- 
terstate banking  legislation,  many  fi- 
nancial experts  forecast  a  spate  of 
bank  acquisitions  and  mergers,  both 
within  the  state  and  across  state  lines. 
"The  banks  have  really  been  kind  of 
laid  back  until  now  in  terms  of  position- 
ing." says  Bonta  of  the  California  Bank- 
ers Association.  "There  was  no  urgen- 
cy, no  need  to  run  out  and  do  the 


consolidating  and  expanding.  Now, 
we'll  see  a  trend  to  do  that." 

The  mergers  will  be  designed  not  only 
to  produce  banks  that  can  compete 
with  the  large  Eastern  banks  but  also  to 
produce  "bigger  and  stronger  banks 
that  the  Eastern  banks  will  find  attrac- 
tive as  acquisition  candidates. 

Glenn  of  Bank  of  the  West,  among 
others,  sees  banks  with  between  $1 
billion  and  $3  billion  in  assets  as  the 
most  attractive  takeover  targets  for 
Eastern  banks.  Any  acquisition  smaller 
than  that  would  be  too  time-consuming 
and  inefficient  and  have  too  small  a 
market  share  to  bother  with.  He  also 
believes  there  is  a  "strong  probability" 
that  the  prices  of  banks  will  be  bid  up 
as  merger  activity  heats  up.  "We're  go- 
ing to  see  some  banks  go  for  signifi- 
cantly more  than  they'll  be  able  to  pay 
back  in  any  reasonable  time." 

A  preview  of  what  California  might  ex- 
pect is  available  in  New  England,  the 
first  region  in  the  nation  to  permit  inter- 
state banking.  In  the  14  months  since 
the  U.S.  Supreme  Court  approved  the 
pact  allowing  banks  in  four  New  En- 
gland states  to  acquire  each  other, 
there  have  been  some  30  pending  or 
completed  transactions,  and  more  are 
likely.  Prices  have  ranged  as  high  as 
triple  the  book  value  of  the  acquired 
bank. 

Some  California  banks  have  already 
started  maneuvering  to  bolster  their  op- 
erations in  areas  of  the  state  where  their 
market  shares  currently  are  small. 
Richard  J.  Flamson  III,  chairman  and 
chief  executive  officer  of  Los  Angeles- 
based  Security  Pacific  Corp.,  the  na- 
tion's seventh-largest  banking  compa- 
ny, has  said  that  the  company  is  active- 
ly looking  to  expand  its  609-branch 
network,  especially  in  northern  Califor- 
nia, through  acquisition.  Los  Angeles- 
based  First  Interstate  Bancorp,  the  na- 
tion's ninth-largest  banking  company, 
also  is  looking  for  acquisitions.  Earlier 
this  year,  it  even  made  merger  over- 
tures to  Bank  of  America,  the  second- 
largest  bank  in  the  U.S.  And  Wells  Far- 
go, which  reinforced  its  position  in 
Northern  California  by  buying  Crocker 
National  Corp.  earlier  this  year,  is  now 
after  a  bigger  share  of  the  Southern 
California  market. 

As  New  York  banks  mount  their  attack 
for  a  share  of  the  West  Coast  retail 
market,  most  observers  think  they'll  do 
so  by  cutting  interest  rates  on  loans 
and  raising  rates  on  deposits,  which 
would  benefit  consumers.  "I  think  there 
will  be  a  gasoline-type  price  war  for  a 
period  of  time,"  says  First  Nationwide's 
Frank. 

California's  savings  and  loans  were 
the  prime  opponents  to  allowing  the 
Eastern  banks  into  the  state.  They  ar- 
gued that  the  Eastern  banks  would 
drive  up  deposit  rates  in  their  cam- 


paign for  customers  and  deal  a  dea 
blow  to  some  of  the  weaker  thrift 
Some  also  contended  the  out-o'-sta 
banks  would  soak  up  Californians' d 
posits  and  invest  the  money  outside  tfi 
state,  thus  driving  up  the  cost  of  loan 

But  others,  including  Bonta  of  the  Ca( 
fornia  Bankers  Association,  expe) 
quite  the  contrary,  namely  that  the  n& 
law  will  speed  the  flow  of  even  mo 
capital  into  the  state  "With  California 
economy  expanding  as  fast  as  it  is 
Bonta  says,  "the  state  has  been  £ 
importer  of  funds.  They  say  Citicoil 
has  $7  billion  in  loans  outstanding 
the  state  already.  When  this  is  such  I 
desirable  area,  why  would  they  tak 
deposits  out  of  here  and  make  loans 
undesirable  areas?" 

The  Eastern  banks  haven't  exact 
been  idly  standing  around  waiting  fl 
California  to  give  them  the  go-ahead  c 
retail  banking.  Probably  the  most  dril 
matic  move  into  West  Coast  financii 
circles  came  in  1982,  when  Citicoil 
bought  the  former  Fidelity  Savings  arl 
Loan,  which  now  has  assets  of  $4i| 
billion  and  operates  more  than  al 
branches. 

Currently,  Citicorp  Savings  is  the  16tij 
largest  savings  and  loan  in  the  statil 
and  as  evidenced  by  the  young  md 
handing  out  entries  for  theater  tickjl 
drawings  promoting  still  anothil 
branch,  it  doesn't  plan  to  stop  then! 
Deposits  have  risen  to  more  than  3 
billion  from  $1 .1  billion  at  the  time  of  till 
takeover. 

One  area  in  which  the  West  Coast  isil 
challenging  for  financial  leadership 
securities  trading.  The  Pacific  Stoc 
Exchange  is  tiny  compared  with  tfl 
New  York  Stock  Exchange.  Still,  Ca|l 
fornia  has  seen  some  unique  innovi 
tions  in  the  securities  business,  such  el 
the  development  of  the  country's  lam 
est  discount  brokerage  house,  Charle 
Schwab  &  Co.  "Working  in  California! 
was  unencumbered  by  the  tradition 
thinking  of  Wall  Street  and  had  the  frei 
dom  to  try  different  things,"  sa)\ 
Charles  Schwab,  who  heads  the  fin 
that  bears  his  name.  Schwab  now  hai 
dies  $30  billion  annually  in  securitie 
transactions. 

Moreover,  as  Jim  Gallagher,  presider 
of  the  Pacific  Stock  Exchange,  point 
out,  California  has  the  largest  share 
owning  population  of  any  state.  Ii 
1985,  the  total  was  more  than  6  millior 
topping  New  York's  approximately  • 
million.  M  

A  veteran  of  more  than  20  years  with 
the  Wall  Street  Journal,  Mr.  James  write 
on  financial  matters  from  the  West 
Coast,  authors  corporate  annual  report 
and  speeches,  and  conducts  semi- 
nars on  media  spokesperson  training 
and  business  writing. 
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The  undersigned  acted  as  lead  manager,  co-manager,  financial 
advisor  or  placement  agent  for  the  captioned  transactions  for 
West  Coast  Companies  during  the  first  nine  months  of  1986. 
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For  further  information,  contact  the  West  Coast  Group. 
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U.S.  BANCORP     .  ,  _  _ 

" — '        U.S.  Bancc 

8V«%  Notes  Due  April  1, 


UNOCAL  7*  October  29,  1985 

$1,500,000,000 
Union  Oil  Company  of  California 

Guaranteed  Notes 

Unconditionally  Guaranteed  by 

Unocal  Corporation 


New  Issue  /  December,  1985 

V  ECU  62,500,000 

Walt  Disney  Productions 

8%%  Notes  Due  February  25,  1994 


New  Issue  /  June  10,  1985 

$60,000,000 

Washington  Mutual  Savings 
Bank 

15%  Subordinated  Capital  Notes 
Due  June  15,  1997 


New  Issue  /  May  6 

NZ$100,000,0 
Wells  Fargo  &  Compa 


16Vi%  New  Zealand  Dollar  Notes  Due  1 


Salomon  Brothers  Inc 


Market  Makers  and  Investment  Bankers 
333  South  Hope  Street,  Suite  3200,  Los  Angeles,  CA  90071 
555  California  Street,  Suite  3900,  San  Francisco,  CA  94104 

New  York.  Atlanta,  Boston,  Chicago,  Dallas,  London  (affiliate).  Tokyo  (affiliate),  Zurich 
Member  of  Major  Securities  and  Commodities  Exchanges 


Taxing  Matters 


forget  the  talk  about  a  coming  tax  in- 
crease. For  merchants  dependent  on  in- 
stallment sales  and  revolving  credit  ac- 
counts, the  increase  is  already  here. 


i 


100%  down, 
no  months  to  pay 


Clra.  B.  Slackn 


By  David  Henry 


Congress  has  just  unveiled  a 
new  trap  for  anyone  contem- 
plating the  leveraged  buyout  of 
retailer.  For  businesses  that  sell  a  lot 
(of  their  merchandise  on  credit,  tax 
i. reform  will  put  a  crimp  in  cash  flow. 
That  will  make  it  much  harder  for 
leveraged  assets  to  service  the  debt 
loaded  on  them. 

The  crimp  comes  from  Congress' 
new  treatment  of  income  from  in- 
stallment sales.  Suppose  you  buy  a 
I! set  of  tires  ipn  installment  for  $200, 
and  pay  $25  a  month  for  ten  months. 
For  tax  purposes,  the  tire  merchant 
reports  the  sale  as  it  dribbles  in  over 
the  life  of  the  installment  contract. 
That  way  he  defers  taxes  due  the 
government.  Which  is  only  fair,  con- 
sidering that  the  merchant  is  only 
reporting  a  receipt,  as  opposed  to 
i  receiving  real  money. 

Ah,  but  merchants  know  many 
ways  to  convert  promised  income 
into  cash  in  hand.  One  common  way 
'  is  to  borrow  money  against  accounts 
receivable — in  essence,  the  install- 


ment sales  contracts.  Allowing  for  a 
discount,  the  merchant  gets  most  of 
his  installment  sale  up  front,  while 
the  government  has  to  wait  until  the 
payments  come  in.  Net  result:  inter- 
est-free loans  from  our  hard-pressed 
Treasury. 

Crafty  individuals  have  found  ways 
to  make  the  loophole  work  for  them. 
Former  Securities  &  Exchange  Com- 
missioner lohn  Shad  managed  to  defer 
a  nice  piece  of  his  personal  tax  bill  by 
selling  his  stock  in  E.F.  Hutton  on  the 
installment  plan. 

This  happy  state  of  affairs  began  to 
unravel  in  1984,  when  the  Treasury 
asked  Congress  to  go  after  some  big 
home  builders.  The  home  builders 
were  using  their  customers'  30-year 
mortgages  as  collateral  for  bonds.  The 
bond  sales  gave  them  cash  up  front 
with  which  to  buy  down  customers' 
mortgage  rates,  while  the  30-year  pay- 
ment schedule  deferred  income  tax- 
ation far  into  the  future. 

Cute.  In  Congress'  view,  too  cute. 
With  tax  reform,  Congress  has  agreed 
to  go  after  the  home  builders — and 
everyone  else  using  installment  sales 


to  defer  taxes.  The  newly  passed  tax 
bill  includes  a  rather  complex  formu- 
la the  effect  of  which  is  to  prohibit  the 
deferral  of  installment  sale  income  in 
direct  proportion  to  a  company's  use 
of  debt.  For  example:  If  debt  works  out 
to  70%  of  assets,  then  under  the  new 
formula  only  30%  of  the  installment 
income  may  be  deferred;  the  balance 
must  be  reported,  and  taxed,  at  the 
time  the  sale  is  made.  If  debt  equals 
90%  of  assets,  only  10%  of  install- 
ment sale  income  may  be  deferred. 
And  so  on. 

The  change  is  to  be  phased  in  over 
three  years.  That  helps.  Less  helpful, 
however,  notes  Lester  Ezrati,  tax 
counsel  for  Hewlett-Packard,  "The 
definition  of  'debt'  is  extremely  broad. 
It  is  any  liability.  Even  if  you  buy 
some  pencils  and  you're  going  to  pay 
in  30  days,  that  is  going  to  show  up  as 
debt." 

For  an  idea  of  the  effect  on  heavily 
leveraged  companies,  consider  the 
case  of  Otasco,  owner  of  267  tire  and 
household  appliance  stores.  Manage- 
ment did  a  leveraged  buyout  of  these 
stores,  formerly  owned  by  Rapid- 
American,  in  October  1984.  Around 
50%  of  Otasco's  $350  million  sales — 
$175  million — are  made  on  install- 
ment plans. 

When  they  bought  the  company, 
the  insiders  had  counted  on  deferring 
all  of  that  $175  million,  using  the 
extra  cash  flow  to  service  the  buyout 
leverage.  But  Otasco's  debt  amounts 
to  85%  of  its  assets.  So  tax  reform 
would  have  meant  that  only  $26  mil- 
lion could  be  deferred. 

Why  do  we  say  "would  have"?  Be- 
cause Otasco  President  Jerry  Good- 
man showed  his  U.S.  senator,  Demo- 
crat David  L.  Boren  of  Oklahoma, 
that,  without  some  help,  Otasco 
would  have  to  raise  an  extra  $22  mil- 
lion in  the  next  five  years  in  order  to 
service  the  buyout  debt.  "We're  very 
sensitive  to  anything  that  is  going  to 
have  an  impact  on  cash  flow,"  Good- 
man explains. 

Senator  Boren  sympathized.  Using 
congressional  "transition  rules,"  he 
obtained  for  Otasco  (and  only  Otasco) 
a  five-year  exemption  from  the  new 
tax  rules. 

Tax  reform's  treatment  of  mer- 
chants' revolving  credit  accounts  is 
even  more  drastic  than  for  install- 
ment sales.  (Installment  sales  require 
a  final  payment  by  a  certain  date, 
while  revolving  credit  sales  have  no 
fixed  credit  termination.)  On  revolv- 
ing credit  sales,  no  income — zero — 


may  be  deferred. 

This  provision  is  especially  painful 
for  about  a  dozen  of  the  country's 
largest  department  stores,  those  that 
run  their  own  charge  cards.  (Sales 
made  on  Visa,  MasterCard,  American 
Express  and  other  credit  cards  are  un- 
affected by  the  new  law.)  The  stores  t 
will  have  to  report  income  the  minute 
a  sale  is  made  and  pay  taxes  on  the 
income  then,  no  matter  how  slowly 
the  customer's  money  comes  in.  The 
dozen  big  stores  figure  they  have  used 
revolving  credit  sales  to  defer  around 
$8  billion  of  income.  On  that,  they 
may  owe  the  IRS  as  much  as  $3.5 
billion. 

At  J.C.  Penney,  for  which  revolving 
credit  sales  are  important,  the  new 
rules  will  depress  its  cash  flow  (about 
$12.50  a  share  last  year)  an  average  of 
$1.50  per  share  in  each  of  the  next 
four  years,  as  the  new  rules  are  phased 
in.  Other  parts  of  the  tax  bill  mitigate 
the  damage  to  cash  flow  somewhat. 
But  on  average,  the  big  department 
stores  figure  they  will  be  sending  big- 
ger checks  to  the  IRS  for  the  next  six 
or  seven  years. 

Curiously,  the  department  stores' 
reported  earnings  won't  show  much 
impact.  Why  not?  Because  over  the 
years  the  stores  have  already  charged 
the  taxes  against  their  GAAP  income, 
at  the  corporate  rate  of  46%.  Quite 


possibly,  some  companies  will  be 
forced  to  sell  stock  or  issue  bonds  to 
meet  their  tax  bills.  But  any  adverse 
effects  on  reported  earnings  will  prob- 
ably be  more  than  offset  by  lower  tax 
rates  of  34%. 

A  hidden  cost  to  those  using  tradi- 
tional installment  sales  will  soon  be- 
come apparent  in  their  accountants' 
bills.  The  new  formula  specifying 
how  much  of  the  installment  sale  pro- 
ceeds can  be  deferred  requires  a  new 
number — "tax  basis  assets" — to  be 
calculated.  "That's  significant  be- 
cause you've  never  had  to  know  that 
before,"  says  Alan  Schneier,  a  partner 
at  Deloitte  Haskins  &  Sells.  "Some- 
body's got  to  figure  it  out,  and  that's 
going  to  take  a  lot  of  work  to  do  it 
right." 

Congressional  experts  figure  the 
new  installment  and  revolving  sales 
rules  will  yield  an  extra  $7  billion  in 
tax  receipts  over  the  next  five  years. 

Revenue  neutrality,  anyone? 


Fewer  hassles 

No  sooner  had  our  article  on  the 
new  popularity  of  master  limited 
partnerships  appeared  (Forbes,  Oct. 
20)  than  another  big  one  was  an- 
nounced. Alexander's,  Inc.  announced 
that  it  will  convert  to  an  MLP  and 


then  sell  its  big  Alexander's  depar 
ment  store  building  in  New  Yoi 
City.  As  an  MLP,  Alexander's  w« 
skip  all  corporate  taxation  on  the  sal 
proceeds;  the  partners  will  pay  taxJ 
as  individuals. 

Now  consider  another  group  of  poi 
sible  candidates  for  MLP  conversion 
the  real  estate  investment  trust) 
REITs  already  enjoy  most  of  trj 
MLPs'  tax  advantages.  As  long  as  the) 
pay  at  least  95%  of  their  income  I 
their  shareholders,  REITs  are  exemp 
from  corporate  income  taxation. 

But  REITS  also  have  disadvantage; 
One  disadvantage,  explains  San  Frarj 
cisco-bascd  Stephen  Roulac,  a  real 
tate  consultant,  is  that  "a  REIT  is 
trust  with  unaffiliated  outside  direc 
tors."  Legally,  that  means  REIT  man 
agers  must  worry  about  outside  trust 
ees  looking  over  their  shoulders. 

MLPs  have  no  such  hassle.  Note 
Kenneth  Campbell,  the  respecte< 
REIT  adviser,  "An  MLP  has  greate 
operating  flexibility  than  does  a  REIT 
For  some  REIT  managements  wh4 
want  to  manage  the  assets  more  ag 
grcssively,  that's  important." 

Straw  in  the  wind:  Earlier  this  yeai 
Gould  Investors  Trust,  a  REIT,  corn 
verted  to  Gould  Investors  L.P.,  ai) 
MLP.  Will  other  REITs  follov 
Gould's  lead?  That  may  depend  on  tai 
legislation. — Howard  Rudnitsky 


FOR  THE 
LATIN 
AMERICA 
MARKET- 
VISION 


Norman  Fox 

International 
Advertising  Manager 
Seagram  Overseas 
Sales  Company 


"A  PRESTIGIOUS 
MAGAZINE  FOR  OUR 
PRESTIGIOUS 
PRODUCT 


'It  is  essential  that  we  advertise  Chivas  Regal 
in  a  medium  that  compliments  its  prestigious 
image.  We,  therefore,  select  publications  that  are 
intellectually  stimulating  and  provide  an  upscale 

quality  environment. 

For  more  than  ten  years  VISION  magazine  has  fulfilled 
our  quality  requirements;  it  delivers  the  type  of  consumers 
that  are  leaders  in  the  business  and  cultural  communities  of 
all  the  key  markets  in  Latin  America. 

As  marketers,  we  are  glad  to  be  able  to  use  a  Spanish  language  publication 
like  VISION  to  ensure  that  our  ads  for  Chivas  Regal,  and  the  messages  they 
communicate,  are  clearly  g« 


and  fully  understood  in 
Latin  America.  It  helps  us 
to  achieve  our  ultimate 
goal:  to  sell  our  product 
profitably  in  the  marketplace 


LA  REVISTA  LATINOAMERICANA 


13  E.  75th  St.,  New  York,  NY  10021  (212-744-9130) 


FINANCIAL  INFORMATION 
iO  INSIDE,  IT'S  ALMOST 


W  THE  BOARD. 


i 

nen  it  comes  to  your  investments, 
ime  is  money"  is  not  a  cliche. 
>  gospel.  The  longer  it  takes 
'u  to  find  out  what  insiders  know, 
more  it  costs  you.  That's  why  it 
lys  to  watch  Financial  News 
stwork  on  cable  television. 

did  6am  to  7:30pm,  Monday 
ough  Friday,  FNN  provides  a 
nstant  stream  of  news  as  well  as 
)ck,  bond  and  commodity 
)dates  and  analyses. 


There  are  commentaries  and 
interviews  with  personalities  who 
are  a  veritable  "who's  who"  of 
business,  economics  and  personal 
finance.  There  is  also  FNN's 
continuous  coverage  of  NYSE 
and  AMEX  trading,  plus  the  only 
NASDAQ  "over  the  counter" 
stock  ticker  anywhere.  And  it's 
all  live  and  immediate.  In  fact, 
when  news  breaks,  FNN 
viewers  know  it  and  can  use 
it  within  minutes. 
That's  about  as  inside 
as  you  can  get. 


Another  benefit.  FNN  viewers  can 
also  purchase  DBC/MarketWatch 
services  for  real  time  stock  and 
option  quotes  direct  to  their 
personal  computers. 


FINANCIAL  NEWS  NETWORK 
AS  INSIDE  AS  YOU  CAN  GET 

So  tune  in  FNN  today. 
Consult  your  local 
cable  listings  for  the 
FNN  channel  or  call 
your  cable  operator. 


If  you  aren't  readinc 

Newsweek, 
you  aren't  reading 
America's 
fastest  growing 
newsweekly 

The  magazine  you're  now  reading  suggests  that  you're  a  person  who  wants  t 
know  what's  happening  in  the  world  around  you. 

A  new  study  indicates  that  these  days  more  readers  like  you  are  turning  t 
Newsweek. 

Newsweek  is  pleased  to  know  that  more  people  are  pleased  with  us.  We'v 
always  been  the  newsweekly  that  does  more  than  report  the  news.  We  not  only  te 
what's  happening,  but  why  it's  happening  and  what  it  means  to  you. 

So,  if  you  aren't  reading  Newsweek  regularly,  you  may  be  missing  out  on  som 
of  the  important  stories  of  this  year  and  years  to  come. 

Our  perceptive  reports  on  AIDS,  terrorism,  the  marriage  crunch,  Nixon,  an 
the  drug  crisis  have  been  among  the  most  widely  talked  about  pieces  of  insightfi 
journalism. 

We  know  what's  expected  of  us  and  we  know  who  we're  talking  to.  We're  talk 
ing  one  on  one  to  our  readers. 

We'd  be  gratified  if  that  distinguished  group  included  you. 

Newsweek. 

Why  it  happened.  What  it  means. 


*I986  Simmons  Study  of  110  magazines  and  interviews  with  19.146  people.  Newsweek  results  available  upon  request 
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Marketing 


Edited  by  Jeffrey  A.  Traehtenberg 


ager  at  the  Center  for  Advertising  Ser- 
vices, Interpublic's  information  divi- 
sion. "They  are  dead  wrong.  New 
ground  is  constantly  being  broken. 
You  can't  go  back,  because  the  cultur- 
al differences  between  today  and  yes- 
terday are  so  great.  Look  at  the  dollars 

Yhink  you  have  the  youth  market  figured  kldf  hfe  to  spend  today' for  ™ple' 

-r  ~7  JO  and   the   increase  m  single-parent 

but?  The  most  intensive  report  to  date  of  homes  Teens  have  a  level  of  self- 

.  -  j  J     reliance  we've  never  seen  before." 

VAdS  aS  COnSUmerS  tUrned  Up  SUrpriSeS.  Self -reliance  maybe,  but  certainly 

affluence.  Some  marketers  say  the  na- 
tion's 24  million  13-to- 19-year-olds 
will  spend  $30  billion  of  their  own 
money  this  year.  That's  a  lot  of  ham- 
burgers, stereos  and  blue  jeans.  What 
makes  these  teens  different,  though, 
is  that  many  now  do  family  shopping 
for  their  working  parents.  That  means 
they  may  also  be  spending  as  much  as 
$40  billion  of  family  money,  primari- 
ly on  groceries. 

Mind  you,  there  aren't  more  adoles- 
cents today  than  in  the  past.  Their 
number  has  steadily  shrunk  by  6  mil- 
lion, from  the  alltime  high  in  1975  of 
30  million,  but  they  are  more  influen- 
tial in  national  spending  patterns. 
"Put  simply,  seven  of  ten  mothers  of 
teens  work,"  says  Grady  Hauser,  vice 
president  of  marketing  at  Teen-age 
Research  Unlimited,  a  market  re- 
search company.  "Mom  gets  home  at 


Big  spenders: 
teenage  division 


ou  want  to  talk  revolution? 
Not  to  this  generation  of  adoles- 
ents.  They  have  seen  the  future — 
d  they  want  to  buy  it,  not  change  it. 
Which  may  sound  a  bit  familiar  by 
ow.  But  Madison  Avenue's  Interpub- 


lic Group  has  discovered  some  unex- 
pected and  important  twists  in  the 
way  teenagers  spend  their  money 
these  days.  "People  say  there  is  a  gen- 
eration pendulum  swinging  back  and 
forth,"  says  Charles  Mittelstadt,  man- 
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Two  teenagers  leaving  a  FoodTown  supermarket  in  East  Meadow,  N.Y. 

With  more  moms  working,  kids  are  doing  the  family  grocery  shopping. 
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AVAILABLE  CAP 


We  don't  have  to  tell  you  that  liability  insur- 
ance coverage  is  harder  to  get  than  ever  before.  It 
in  the  news  every  day. 

But  we  would  like  you  to  know  that  we're 
doing  everything  we  can  to  help  insureds,  agents 
and  brokers  solve  their  liability  problems. 

And  at  a  time  when  other  insurers  are  with- 
drawing from  the  market,  we're  enhancing  our 
ability  to  underwrite  critical  coverages  like  j 
Directors  and  Officers,  Excess/Umbrella  and  J 
Municipalities  liability. 

ITyS  NOT  JUST  TALK 

AIG  has  raised  nearly  $1  billion  of  new 
capital  to  support  underwriting  risks,  bringing 
our  total  capital  funds  to  nearly  $4  billion. 

We  were  able  to  raise  that  much  money  I 
because  of  our  sound  financial  position.  A  direct 
result  of  our  adherence  to  basic  underwriting  prin 
ciples  during  the  industry  down  cycle.  J 

We  need  capacity  now  more  than  ever. 


mm 

TANT  CAPACITY 
PA  NY  CAN  HAVE. 

ITY. 


; cause  reinsurers,  the  companies  that  tradition- 
|y  have  helped  insurers  spread  risks,  are  having 
dr  own  capacity  problems.  And  we  have  to  help 
the  void. 

WE'RE  PUSHING  FOR  TORT  REFORM,  TOO 

I   The  crisis  in  our  civil  courts  compounds  the 
bblem.  Because  nothing  reduces  capacity  faster 
:in  excessive  liability  judgements.  Here  again, 
|G  is  taking  action.  By  seizing  every  oppor- 
Liity  to  focus  public  attention  on  the  lawsuit 
i  sis  that  is  placing  a  burden  on  our  whole  society. 
I   All  these  policies  have  one  goal.  To  provide 
|r  customers  with  the  coverage  they  need  at  a 
^listic  price. 

And  that's  the  best  capacity  of  all.  Capacity 
u  can  count  on. 

*  AMERICAN  INTERNATIONAL  GROUP 
OF  INSURANCE  COMPANIES 


Our  Policies  Are  Your  Best  Insurance. 


Coca-Cola 's  Max  Headroom 
The  new  teenage  icon. 


5:30  p.m.  So  in  many  cases  teens  buy 
the  groceries.  That  means  businesses 
like  supermarkets  can  no  longer  ig- 
nore teen  needs."  One  study  specu- 
lates that  teenagers  make  up  to  20% 
of  all  supermarket  purchases  among 
families  with  teenagers. 

How,  then,  can  marketers  most  ef- 
fectively capture  these  young,  big 
spenders?  The  Interpublic  report 
showed  that  some  are  already  right  on 
the  mark.  Companies  like  Levi 
Strauss,  McDonald's  and  Coca-Cola 
have  learned  that  13-to-l  9-year-olds 
respond  to  commercials  that  provide 
dance-beat  music,  adventure  and  fast- 
paced  cutting.  Words — verbal  persua- 
sion— are  out;  hard  rock  is  in.  One 
reason  for  this  change  is  that  adoles- 
cents respond  to  allegiance  advertis- 
ing— this  brand  is  who  I  am — more 
than  to  specific  product  qualities. 

Listen  to  Bob  Bierley,  manager  of 
marketing  planning  for  Chevrolet 
passenger  cars:  "Teens  don't  buy  a  lot 
of  cars  themselves,  but  they  have  a 
tremendous  influence  on  parents  in 
terms  of  second  or  third  cars.  That's 
particularly  important  to  us,  because 
Chevrolet  is  GM's  entry-level  divi- 
sion. Here  the  feeling  is  that  if  we 
don't  appeal  to  teens  today,  we'll  nev- 
er get  them." 

Chevrolet  has  scheduled  more  60- 
and  90-second  commercials  this  year 
on  the  rock  music  station  MTV.  The 
theme  of  the  new  campaign  prepared 
by  the  Campbell-Ewald  agency:  the 
heartbeat  of  America,  today's  Chevro- 
let. In  addition  to  hoping  to  get  the 
kids  to  lean  on  their  parents,  Chevro- 


let has  another  reason  to  be  intere) 
ed:  One-third  of  all  Camaro  (stiq 
price:  $9,995)  buyers  are  under  age 
(Overall,  under-25  buyers  account 
less  than  13%  of  car  sales.) 

Other  tips  for  targeting  teenage) 
Because  divorce  levels  are  so  hij 
most  teens  say  family  continuity 
extremely  important.  Marketers  nl 
well  have  success  with  campaig 
that  include  grandparents  and  tfl 
stress  family  values.  (Forbes  colu; 
nist  Srully  Blotnick  recently  report) 
that  today's  kids  tend  to  adm 
grandparents  more  than  parents.) 

Interpubhc's  Mittelstadt  sums 
the  13-toT9-year-olds  in  these  won 
"They  are  very  disciplined  about  ; 
quiring  money,  very  goal  oriend 
But  there  is  a  major  change  in  til 
work  ethic.  It's  no  longer  work  ha 
and  save  for  a  brighter  future.  Now 
is  work  hard  and  get  what  you  wa( 
today."  Adds  Bill  Weithas,  chief  exfl 
utive  of  SSC&B:  Lintas  Worldwide, 
Interpublic  agency,  "The  teen  mark 
is  extremely  volatile.  You've  got 
work  to  stay  relevant." — J.A.T. 


You  know  the  phony  conspiracies:  Four 
tain  pen  makers  kept  ballpoint  pensfron 
consumers  and  light-bulb  manufactured 
hid  long-life  bulbs.  This  one  is  true. 

Digital  dream, 
digital  nightmare 


By  Alex  Ben  Block 


T|he  product  is  DAT,  or  digital 
audio  technology,  a  digital  tape 
recorder  developed  in  Japan  that 
reproduces  sound  with  no  hiss  or  dis- 
tortion and  makes  copies  that  are 
each  as  good  as  the  original  master 
recording.  The  technology  to  make 
DAT  recorders  has  been  around  for  a 
year,  but  it  is  an  excellent  bet  that  you 
will  not  see  them  in  your  local  audio 
store  for  at  least  another  two. 

One  reason  is  that  the  U.S.  record 
industry  is  worried  that  DAT  ma- 
chines will  produce  a  new  generation 
of  super-high-fidelity  music  pirates. 
But  the  more  important  reason  is  that 


An  Onkyo  DAT  recorder  prototype 
The  future  is  delayed. 

the  manufacturers — Sony,  Hitact 
and  JVC,  among  others,  in  Japan  an 
Philips  NV  in  the  Netherlands — ai 
sitting  on  the  technology  and  refusin 
to  mass-produce  DAT  recorders.  M 
least  for  now.  They  want  consumei 
to  keep  buying  standard  tape  recorc 
ers  and  compact  disk  machines  fc 
another  couple  of  years  before  the 
introduce  a  machine  that  will  almos 


Canon 
FaxPhone 


The  first  facsimile  that  belongs  on  your  desk. 


You  wouldn't  want  to  do  business 
l:hout  your  own  phone.  So  why  give  up 
ife  speed— and  privacy— of  a  phone  call 
ten  you  want  to  put  your  talk  into  action? 

Canon's  revolutionary  FaxPhone  10 
1 3  you  hold  a  conversation  and  send 
■  receive  documents  right  at  your  desk 
fill  in  the  same  phone  call.  Because 
•xPhone  is  a  multifunction  deskphone 
fid  it's  also  an  advanced  business 
bsimile  that  communicates  with 
pst  other  facsimiles  as  fast  as 
seconds  a  page*  over  ordinary 
•one  lines.  In  addition,  a  liquid-crystal 
iplay  that  tracks  FaxPhone  operations 
jp-by-step,  autodialing,  and  an  auto 
cument  feeder  make  the  facsimile 


Enjoy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  tor  details  at  participating  Canon  dealers  and  retailers 
Available  only  m  US 


functions  as  easy  to  use  as  the  phone. 
And,  of  course,  FaxPhone  can  receive 
documents,  even  when  you're  not  there. 

Canon  FaxPhone:  A  beautiful  way 
to  put  your  words  into  action,  right  at 


your  desk.  Because  now  your  phone 
calls  can  be  more  than  just  talk. 


•Based  on  CCITT  No  1  Tesl  Owl 
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More  than  just  talk. 

For  more  information  about  the  FaxPhone  10, 
call  toll  free  1-800-OK  CANON.  Or  write 
Canon,  U.S.A.,  Inc.,  PO.  Box  5210,  Clifton,  NJ  07015. 
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certainly  be  an  instant  hit. 

"Critics  have  cited  such  things  as 
examples  of  what  is  wrong  with  mar- 
keting, charging  it  is  really  just  mar- 
ket manipulation,"  says  Stanley  C. 
Hollander,  professor  of  marketing  at 
Michigan  State  University. 

Though  it  is  the  most  recent  and 
blatant  instance,  certainly  this  is  not 
the  first  time  a  promising  new  prod- 
uct has  been  withheld  because  it 
threatened  an  existing  industry.  The 
early  development  of  commercial 
television  was  hampered 
when  Hollywood  movie 
studios  refused  to  make 
TV  programming  or  sell 
their  old  movies.  A  work- 
able pay-TV  system  was 
produced  by  Zenith  as  ear- 
ly as  1948,  but  pay  TV 
didn't  get  off  the  ground 
until  the  late  1970s  be- 
cause of  opposition  from 
movie  theater  owners. 
More  recently  the  fear  of 
piracy,  voiced  loudly  by 
lack  Valenti,  president  of 
the  Motion  Picture  Asso- 
ciation of  America,  has 
stopped  introduction  of 
two-bay  videocassette  re- 
corders, which  allow  a 
movie  to  be  copied  by  a 
single  VCR. 

The  S4-billion-a-year  recording  in- 
dustry, dominated  by  U.S.  and  Euro- 
pean companies,  wants  to  postpone 
DAT  until  a  way  can  be  found  to 
control  illegal  copying.  Stanley  Gorti- 
kov,  president  of  the  Recording  Indus- 
try Association  of  America,  says  un- 
authorized copying  already  costs  over 
$350  million  annually,  and  DAT  will 
make  it  worse.  "The  creators  of  music 
should  not  be  victims  of  a  new  tech- 
nology, especially  when  that  technol- 
ogy's future  is  dependent  on  their  mu- 
sic," says  Gortikov. 

Good  luck.  The  manufacturers  are 
understandably  cool  to  suggestions 


that  they  market  a  high-quality  tape 
player  that  can't  record.  But  they  are 
not  rushing  to  market  in  any  case, 
even  though  more  than  80  of  them 
met  in  August  in  Tokyo  and  agreed  on 
common  DAT  technical  standards. 
Early  in  October  major  Japanese  man- 
ufacturers showed  prototype  DAT  re- 
corders at  the  Tokyo  Audio  Fair.  But 
they  would  not  commit  themselves 
to  an  introduction  date.  The  Electron- 
ic Industries  Association  of  Japan  de- 
clines to  explain  why.  John  Bnesch, 


John  Briesch  of  the  Sony  Consumer  Audio  Group 
On  a  timetable  that  does  not  include  consumers 


president  of  the  Sony  Consumer  Au- 
dio Group  in  the  U.S.,  however,  in- 
sists that  DAT  product  development 
is  following  the  normal  pattern.  Then 
why  the  delay?  "Standards  for  DAT 
were  just  finalized  in  August,"  says 
Briesch.  "It's  not  an  easy  technology, 
but  it  will  be  introduced.  DAT  is  an- 
other link  in  the  evolution  of  digital 
technology." 

Donald  Palmquist,  executive  vice 
president  of  Yamaha  Electronics  in 
the  U.S.,  says  manufacturers  are  hold- 
ing back  introduction  of  DAT  to  let 
the  CD  develop,  and  that  is  the  smart- 
est thing  the  consumer  electronics  in- 


dustry can  do.  "It  shows  maturity 
the  industry  in  terms  of  maximizi 
product  potential  through  intclhge: 
marketing,  instead  of  confusing  tl 
public." 

Philips,  which  makes  CD  playa 
and  sells  prerecorded  music,  has  ust 
its  PolyGram  Records  subsidiary  toas 
the  Japanese  to  delay  DAT.  Philips 
also  lobbying  both  the  European  Con 
mon  Market  and  in  Washington 
throw  up  tariff  barriers  against  DAT 
For  a  new  audio  or  video  technoloj 
to  succeed,  it  must  be  L 
troduced  by  many  compi 
nies  at  once,  says  Dav: 
Lachenbruch,  editorial  d 
rector  of  TV  Digest.  So  I 
expects  DAT  will  I 
launched  by  a  large  nun 
ber  of  Japanese  manufa 
turers,  first  in  Japan  an 
then  in  the  U.S.,  perhaj 
by  mid- 1 98 7  at  the  earl 
est.  The  product  will  b 
aimed  first  at  audiophile 
since  it  will  carry  an  in 
tial  price  of  about  $l,20(! 
As  sales  grow,  prices  wi 
fall  and  the  market  wi 
expand. 

And  despite  the  recon 
industry  protests,  prere 
corded  music  on  DAT  cas 

  settes  will  inevitably  fol 

low,  adds  Lachenbruch.  First  smal 
recording  companies,  sensing  oppor 
tunity,  will  offer  music  on  DAT  to  ge 
a  jump  on  the  big  guys.  Then  majo 
record  companies,  fearing  loss  of  mar 
ket  share,  will  feel  forced  to  follow 
"Every  time  there's  a  new  technology 
the  instant  reaction  is  that  it's 
threat  to  the  status  quo,"  says  Charle 
D.  Ferris,  former  head  of  the  FCC 
now  representing  Japanese  manufac 
turers.  "What's  happened  historical! 
is  that  in  the  end,  it  becomes  a  bij 
new  revenue  source  and  a  tremendou 
opportunity  for  the  very  people  doin] 
the  complaining."  ■ 


Two  Stops;  Hawaii  to  London 

Either  Direction. 


\\  flight  from  Honolulu  to 
;ndon— 8000-plus  miles  over 
did  and  sea— puts  the  long- 
■  ige  claims  of  business  jets 
:>  the  test. 

The  BAe  800  does  it 
i either  direction, 
ii;h  just  two  fuel  stops: 
Ey,  San  Francisco  and 
t.ngor,  ME. 
Herewith  our  flight 
pinning  criteria:  One 
E  e  800,  six  passengers, 
hjgage,  with  winds  and 
[  jdent  fuel  reserves. 

Honolulu-London-and-return 
i:  the  kind  of  trip  many  long- 
r  ige  business  jets  don't  talk 
i  out.  And  interestingly,  other 
i  craft  that  can  make  this  trip 
i  tong  them  the  very  largest, 


most  costly  business  jets- 
would  also  require  two  en  route 
fuel  stops. 
The  BAe  800's  far-out  payload- 


Waikiki 


Westminster 


Honolulu 
San  Francisco 

San  Francisco  •*- 
Bangor 

Bangor  -•— 
London 


Distance 

Time/East 

Time/West 

(miles) 

(hnmin.) 

(hnmin.) 

2124 

5:12 

5:57 

2780 

5:41 

6:54 

3073 

6:33 

6:58 

range  stems  from  design  effi- 
ciency that  pays  off  equally  on 
shorter  flights.  There,  the  BAe  800 
demonstrates  a  fuel  efficiency 
comparable  to  smaller,  less 
comfortable,  less  capable  jet 
aircraft. 

Hawaii-to-London  might  not 


be  a  travel  requirement  for  your 
company,  but  the  efficiency  that 
makes  it  possible  flies  with 
every  BAe  800  on  every  trip. 

Companies  that  require  less 
than  the  BAe  800's  full 
(3320-mile)  range  may  choose 
one  with  more  usable  cabin 
area  and  an  impressive  coast- 
to-coast  (2950-mile)  range. 

For  details  about  BAe  800 
range,  including  its  extensive 
range  of  options,  call  your 
nearest  BAe  office.  Or  write 
Kenneth  C.  Spinney,  Vice 
President  Marketing-Corporate, 
British  Aerospace,  Inc.,  P.O.  Box 
17414,  Washington  Dulles 
International  Airport, 
Washington,  DC  20041. 


BFNTtSH  AEROSPACE^*' 

up  where  we  belong 

Wish  Aerospace,  Inc.  Offices  in  North  America:  Washington,  DC  •  703/478-9420  •  Wilmington,  DE  302/322-8000  -  New  York  516/981-8000 
Chicago  312/299-7000  •  Houston  713/644-8000  •  Los  Angeles  714/756-0146  •  Toronto  416/673-0800 


Sometimes,  too  much  is  too  much.  Just  ask 
hoteliers  in  Washington,  D.C.  these  days. 


Epidemic 
grand  luxe 


By  Janet  Novack 

Not  even  the  fanciest  market- 
ing gimmicks  can  overcome 
business  decisions  made  on  the 
basis  of  tax  breaks  or  other  extraneous 
factors  rather  than  customer  needs. 
The  latest  example  involves  the 
building  of  three  luxury  hotels  in 
Washington,  D.C.'s  "West  End,"  at 
the  intersection  of  24th  and  M  streets. 
This  unlikely  location  between 
downtown  and  Georgetown  is  not 
convenient  to  Capitol  Hill,  the  White 
House  or  the  embassies.  What's  more, 
each  of  the  three  hotels  offers  similar 
high-level  amenities,  making  it  very 
difficult  for  them  to  establish  separate 
identities.  A  marketing  nightmare. 

What  happened?  Developers  who 
wanted  to  build  in  the  West  End  were 
forced  by  city  zoning  rules  to  mix 
offices  and  residences.  City  fathers 
agreed  to  count  hotels  under  the  resi- 
dential umbrella,  so  up  went  the 
Grand  Hotel,  the  Westin  Hotel  and 
the  Park  Hyatt — all  opened  in  the  last 
three  years.  Together  they  offer  a 
combined  911  rooms  and  suites  ($145 
to  $1,750  a  night).  Thus,  more  than 
half  of  the  city's  new  luxury  rooms  sit 
on  three  corners  of  24th  and  M. 

Their  problem  is  that  not  enough 
regular  visitors  are  able  and  willing  to 
pay  for  luxury  service.  Even  Peter 
Martin,  general  manager  of  the  Four 
Seasons  Hotel,  a  Georgetown  proper- 
ty already  at  the  top  of  D.C.'s  luxury 
heap,  is  worried.  The  Four  Seasons 
will  spend  five  times  as  much  on  ad- 
vertising in  1987  as  in  1983.  And  ad- 
vertising is  just  one  part  of  a  hotel  war 
that  is  waged  with,  among  other 
things,  staff  raids  and  tips  to  the  me- 
dia about  celebrity  guests. 

Marketing  won't  solve  the  citywide 
luxury  glut — heightened  by  the  recent 
reopening  of  the  lavish  Willard  Inter- 


Marketing 


Continental  near  the  White  House — 
and  it  won't  increase  the  limited  cus- 
tomer base.  But  it  will  help  determine 
the  winners  and  losers.  Some  losers 
will  be  forced  to  trade  down  to  a 
cheaper  clientele — and  into  red  ink. 
Those  with  deep  pockets,  a  national 
sales  organization  and  hotelkeeping 
experience — the  Hyatts  and  the  Wes- 
tins — have  an  edge  but  must  scramble 
nonetheless. 

To  entice  the  well-heeled,  these  ho- 
tels offer  in-room  wet  bars,  plush  ter- 
ry cloth  robes,  multiple  phone  lines 
(with  bathroom  extensions,  of 
course),  24-hour  valet  service  and  free 
toiletries.  "In  some  hotels  it's  diffi- 
cult to  find  a  place  to  put  your  tooth- 
brush on  the  sink,"  complains  Mar- 
tin, who  insists  the  Four  Seasons  has 
stayed  above  the  designer  soap  fray — 
though  it  recently  added  jars  of  cotton 
balls.  "We've  gone  crazy  in  the  ameni- 
ties," says  Robert  Brouwer,  managing 
director  of  the  Grand,  which  includes 
goat's  milk  shampoo  in  its  offerings. 

Bathrooms  are  a  big  deal  at  the 
Grand,  a  moneylosing  independent 
that  opened  as  the  Regent  in  1984.  It 
features  sumptuous  marble  sunken 
tubs  (with  separate  showers).  The 
UAL-owned  Westin  debuted  in  De- 
cember 1985  with  standard-issue 
tubs,  hoping  corporate  travelers  care 
more  about  opulent  board  meeting 
rooms  with  caucus  rooms  attached,  a 
video  teleconference  auditorium  and 
fully  equipped  health  club.  The 
newest  entrant,  the  Park  Hyatt,  ma- 
jority-owned by  developer/publisher 
Mortimer  Zuckerman,  is  counting  on 
its  121  minisuites  with  handsomely 
appointed  sitting  areas  ($195  a  night). 
Not  fancy  enough?  The  hotel  has  TVs 


Three  luxury  Washington  hotels  at  the  t 
More  than  BOO  well-appointed  roo 


A  Grand  Hotel  bathroom 

The  goat's  milk  shampoo  is  free. 


as  well  as  phones  in  most  bathrooms 
A  little  shaving  of  the  rates?  Yoj 
bet  there  is.  At  the  Embassy  Row  Ha 
tel,  on  Massachusetts  Avenue,  wher 
occupancy  fell  to  an  unprofitable  50°/i 
in  1985,  Director  of  Marketing  Mau 
reen  Curry  says  she's  boosted  occu( 
pancy  to  a  nearer  break-even  lov 
60% s  by  trading  "down  a  notch"  an« 
is  courting  motorcoach  tours.  At  Hil 
ton's  Vista  International,  at  14th  anc 
M,  the  $20  extra  charge  for  doubl< 
occupancy  was  recently  scrapped. 

But  price-cutting  isn't  a  viable 
strategy  for  most  newer  hotels  witli 
their  high  fixed  costs.  Even  thougl 
Washington  room  rates  rose  onh 
1.5%  in  the  first  seven  months  oi 
1986,  against  3.6%  nationwide,  hotel 


b  and  M  (from  left  to  right):  the  Westin,  the  Park  Hyatt  and  the  Grand 
•here  are  the  customers? 

Jeff  MacMtllan 

'  boardroom  at  the  Westin 

tter  than  a  marble  bathroom. 


:upancy  citywide  dropped  5.5% 
unst  1985  levels,  to  67.3%  in  the 
>t  eight  months.  Luxury  hotel  occu- 
lcy  did  even  worse.  It  has  been  run- 
lg  below  60%,  a  lower  than  break- 
:n  level.  The  high-end  rooms  fill 
dily  when  Congress  or  the  IMF  is 
:eting,  but  sit  empty  over  weekends 
d  summers  when  Washington  is 
oded,  not  with  business  people,  but 
th   Bermuda-shorts-clad  tourists, 


toddlers  in  tow. 

In  short,  the  marketing  folks  aren't 
always  able  to  bail  out  the  financial 
folks  for  the  latter's  mistakes.  Rich- 
ard Nelson,  regional  vice  president  for 
Hyatt  and  president  of  tbe  Hotel  As- 
sociation, blames  overambitious  de- 
velopers. Kevin  Lawler,  a  local  con- 
sultant, assigns  the  guilt  thus:  tax 
laws,  25%;  "greed  and  profit  motive," 
50%;  "monument  building,"  25%. 


A  Park  Hyatt  bedroom 

For  $195  a  night:  a  minisuite. 

So  this  city  of  monuments  now  has 
a  few  more  costly  ones.  Adding  to  the 
problem  is  this:  Some  3,100  profes- 
sional and  business  associations  are 
based  in  D.C.,  and  the  hotel  chains  are 
wild  to  impress  the  directors  and 
meeting  planners  for  these  groups. 
Ralph  Goodman,  director  of  market- 
ing for  the  new  Westin,  says  execu- 
tives wanted  their  $80  million  out- 
post at  24th  and  M  "to  make  a  state- 
ment" about  the  chain.  A  lot  of 
Washington  hotel  statements  will 
end  up  written  in  red  ink. 

Some  6,000  new  hotel  rooms  have 
been  added  in  all  price  categories  in 
Washington  this  decade,  and  11,000 
more  are  planned  by  1990 — 4,000  of 
which  are  already  under  construction. 
For  now,  the  message  is  clear:  Noth- 
ing exceeds  like  excess.  ■ 
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Lawsuits  filed  against  GTE  in  New  Mexico 
are  scary  for  much  of  U.S.  business. 

The  saga  of 
Department  320 


Hazards 


Asbestos,  toxic 
wastes,  petro- 
chemical pollu- 
tion. In  all  of  U.S.  manufacturing, 
only  a  very  few  industries,  most  nota- 
bly electronics,  have  so  far  managed 
to  escape  the  sorts  of  health  and  envi- 
ronmental lawsuits  that  have  been 
raining  down  on  such  companies  as 
Union  Carbide,  W.R.  Grace,  Manville 
Corp.  and  others. 

Yet  thanks  to  118  disgruntled 
workers  at  a  telecommunications  as- 
sembly factory  in  Albuquerque,  N.M., 
GTE  Corp.  has  now  joined  the  ranks. 
The  company  is  defending  itself  in 
what  is  shaping  up  to  be  the  electron- 


ics  industry's  biggest 
health-related  legal 
dispute  to  date. 

At  issue  in  the 
case  is  an  important 
question  not  only  for 
GTE  but  for  just  about 
any  company  that  needs  to 
incorporate  new  technologies 
into  its  manufacturing  processes 
to  remain  competitive  in  world  mar- 
kets: Can  such  a  firm  be  held  liable 
for  the  long-term  health  effects  of 
chemicals  used  in  manufacturing 
when  current  medical  knowledge  is 
inadequate  to  determine  absolutely 
whether  or  not  the  chemicals  cause 


GTE's plant  in  Juarez,  Mexico 

What  is  the  long-term  liability  if  current  knowledge  is  inadequate? 


long-term  health  problems? 

Without  the  use  of  a  large  numb 
of  highly  toxic  resins,  petrochcmic 
fluids,  gases  and  solvents,  much 
electronics  manufacturing  could  n| 
take  place  at  all.  But  should  manufa 
turers  wait  until  medical  researi 
catches  up  with  applied  technolo 
on  the  shop  floor — and  risk  seeing  fa 
eign  competitors  grab  the  market?  ( 
should  manufacturers  take  a  charu 
on  new  processes  and  chemicals 
long  as  they  provide  the  best  availat 
safeguards? 

In  the  case  itself,  the  lawyers  for  t] 
plaintiffs  charge  that  GTE  allow 
them  in  their  work  as  circuit  boai 
assemblers  to  be  regularly  and  roi 
tinely  exposed  to  life-  and  healt 
threatening  chemicals,  solvents  ai 
gases  without  either  adequate  trai 
ing  or  protection.  This  exposui 
they  claim,  caused  them  to  devfl 
op  job-related  cancers  ai 
other  illnesses  that  have 
far  claimed  the  lives 
at  least  three. 

The  case,  whio 
involves  more  thi 
100  separate  workei 
compensation  suii 
seeking  claims  upward 
S15  million  in  total,  has  bee 
moving  glacially  through  Ne 
Mexico  state  courts  for  the  la) 
two  years.  But  with  a  trial  date  no 
finally  set  for  December,  attorneys  f 
both  the  company  and  the  worke 
have  begun  discussing  the  possibili 
of  an  out-of-court  settlement. 

Yet,  whatever  the  outcome,  the  di. 
pute  is  already  shaking  up  the  $2 
billion  U.S.  electronics  manufactu 
ing  industry,  which  has  long  been  n 
garded  as  one  of  the  safest  and  env 
ronmentally  least  disruptive  sectoi 
of  U.S.  manufacturing. 

For  its  part,  GTE  contends  that  tt 
chemicals  and  manufacturing  teel 
niques  employed  in  its  plants  ai 
strictly  monitored  and  comply  wit 
the  rules  set  down  by  federal  and  stai 
regulatory  agencies,  including  tlj 
U.S.  Occupational  Safety  &  Healt 
Administration. 

Most  of  the  plaintiffs  are  form* 
members  of  Department  320,  a  div 
sion  of  GTE's  Albuquerque  telecon 
munications  manufacturing  plan 
Department  320  was  devoted  to  tb 
assembly  of  communications  circu 
board  components.  Employees  wei 
required  on  a  regular  basis  to  handle 
number  of  chemicals  and  resins,  th 
long-term  health  effects  of  whic 
were  then  land  continue  to  be)  largel 
unknown. 

By  1973 — two  years  after  the  plar 
opened — workers  in  the  departmer 


fc  /  they  began  suffering  from  head- 
rhes,  nausea  and  skin  irritations. 
Sany  of  the  stricken  employees 
f!>rked  in  the  department's  so-called 
lincast  operation,  where  they  used  a 
WDcess  to  wrap  integrated  circuits  in 
ibtective  plastic  coatings. 
[!By  1983,  one  of  the  department's 
piployees,  Yolanda  Lozano,  41,  had 
kveloped  malignant  cancers  on  both 
It  neck  and  chest.  There  is,  of 
lurse,  no  way  of  knowing  whether 
fe  would  have  developed  the  cancers 
j  d  she  not  been  working  in  the  plant. 
I  zano's  attorneys  clearly  are  hopeful 
I'at  they  can  persuade  jurors  to  side 
I  th  the  employee  against  the  giant 
jirporation. 

Rn  the  opinion  of  Dr.  Robert  Ham- 
Mi,  an  occupational  health  expert 
rth  the  University  of  California  at 
>n  Francisco,  who  examined  some  of 
*e  plaintiffs,  "This  case  represents 
ije  tip  of  the  iceberg.  There  are  proba- 
m  a  lot  more  cases  out  there  that  we 
tn't  know  about  in  the  electronics 
:,dustry." 

(Unfortunately  for  the  defense,  GTE 
^used  to  supply  the  workers'  attor- 
lys  with  records  that  delineate  all 
ie  chemicals  and  processes  used  in 
|e  plant  since  it  began  operation,  as 
as  blueprints  showing  safety 
measures  installed  in  the  plant.  GTE 
jing  tough  until  it  was  forced  by  the 
jsw  Mexico  State  Supreme  Court  in 
fly  to  give  plaintiffs'  attorneys  the 
icuments. 

|By  then,  however,  GTE  had  relo- 
ted  much  of  its  operations  to  a  com- 
iny-owned  facility  in  Juarez,  Mexi- 
i .  There  was  nothing  overtly  sinister 
lout  the  move — although  the  plain- 
ts will  try  to  show  that  there  was. 
'.bor  in  Mexico  costs  significantly 
fss  than  what  it  costs  north  of  the 
>rder,  and  GTE,  in  the  words  of  a 
iokesman,  needed  to  "remain  com- 
titive  in  the  worldwide  telecom- 
unications     equipment  market- 
kce." 

'So  what  happens  now?  In  late  Sep- 
imber,  Siemens  A.G.,  the  West  Ger- 
tan  telecommunications  conglomer- 
e,  agreed  to  pay  $420  million  to  ac- 
lire  80%  of  GTE's  global 
ansmissions  business,  including 
>th  the  Juarez  and  Albuquerque 
ants,  even  though  the  outstanding 
ew  Mexican  lawsuits  came  with  the 
jal.  Says  Siemens  attorney  Walter 
ans  about  the  purchase,  "We  don't 
ink  we've  bought  a  peck  of  trouble, 
ur  insurance  department  is  satisfied 
■  at  we're  covered." 
Covered  or  not,  liable  for  damages 
not,  both  companies  might  as  well 
ace  themselves  for  a  good  deal  of 
id  publicity. — G.B. 


Optical  fiber  illusions 
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transmitting  in- 
formation via  laser  beams  shot 
through  thin  glass  fibers — will  doubt- 
less be  remembered  as  one  of  this 
century's  major  scientific  break- 
throughs, ranking  alongside  satellites 
and  silicon  chips  as  a  way  to  transmit 
enormous  amounts  of  information 
highly  efficiently.  But  just  because  a 
new  technology  holds  promise  of 
large  long-term  returns,  does  that 
mean  that  everyone  should  rush  out 
to  capitalize  on  it  immediately? 

In  the  case  of  fiber  optics,  that 
seems  to  be  exactly  what  has  hap- 
pened, and  in  more  than  a  few  in- 
stances, businesses  that  have  done  so 
are  already  regretting  it.  Long-dis- 
tance telephone  and  data  communica- 
tions traffic  is  rising  nationwide  at  a 
brisk  8%  annually,  but  thanks  to  fiber 
optics,  capacity  on  the  system  has 
leaped  by  more  than  400%  since  1984. 

Nine  different  companies,  ranging 
in  size  from  AT&T  (1985  revenues, 
$34.9  billion)  to  tiny  RCI  Co.,  a  sub- 
sidiary of  Rochester  Telephone  (reve- 
nues, $405  million)  are  hurrying  to 
wire  up  America  with  what  already 
looks  like  several  times  as  much  fi- 


ber-optics capacity  as  the  country 
needs.  From  Washington,  D.C.  to  Bos- 
ton, five  different  carriers  are  laying 
parallel  fiber.  The  route  between  Chi- 
cago and  Detroit  alone  sports  four  car- 
riers. One  firm,  National  Telecom- 
munications Network  (NTN),  is 
building  a  portion  of  its  network  from 
Kansas  City  to  Los  Angeles  in  a  way 
that  almost  duplicates  a  network  now 
being  built  by  US  Sprint. 

Exactly  who  is  using  all  this  capaci- 
ty? Good  question.  With  30,000  miles 
of  fiber  lines  up  and  running,  only 
about  30%  to  40%  of  that  capacity  is 
actually  being  used  by  anyone. 

About  the  only  company  able  to 
withstand  the  competitive  pressure 
this  glut  is  already  helping  to  create  is 
AT&T.  Among  its  new  publicly  trad- 
ed competitors  with  networks,  only 
MCI  is  firmly  profitable  today.  Other 
suppliers,  such  as  RCI,  US  Sprint  and 
NTN,  are  either  only  marginally  in 
the  black  or  else  losing  money.  For  its 
part,  US  Sprint,  a  joint  venture  be- 
tween GTE  Corp.  and  United  Tele- 
communications since  July,  has 
shown  no  return  at  all  on  the  $2.5 
billion  committed  to  fiber  optics.  An- 
alysts expect  the  firm  to  post  up  to 
$100  million  in  losses  for  the  last  half 


Dimensions  of  the  glut 


Nine  companies  are  spending  $5  billion  to  build  long-distance  fiber 
routes,  four  of  which  will  stretch  from  coast  to  coast.  By  the  time  the 
construction  is  finished,  these  fiber  routes  will  more  than  duplicate 
the  old  AT&T  network.  The  fiber  companies  are  stepping  all  over  one 
another  to  link  major  population  centers.  There  is  already  more 
capacity  than  is  needed. 


seeing  the  phone 
ma  new  light. 


Basictelephone  service.  It's  our  oldest  source  of  revenue. 
And  now  it's  becoming  our  newest. 

Our  $19  billion  investment  over  the  past  seven  years  in 
an  advanced  telecommunications  network  makes  possi- 
ble a  multitude  of  new  services.  Everything  from  new  cus- 
tom calling  options  to  high-speed  data  transfer. 

BellSouth  is  aggressively  marketing  many  of  these 
new  services  to  residential  and  business  customers  across 
the  Southeast. 

New  services  and  new  sources  of  revenue  from  an  ad- 
vanced telecommunications  network  already  in  place.  That's 
smart.  And  it's  just  one  example  of  the  BellSouth  commitment 
to  customers  and  investors. 

Learn  more  about  BellSouth  from  your  broker.  Or  write: 
Mr.  L.E.  Spradlin,  Director  of  Investor  Relations,  BellSouth 
Corporation,  675  West  Peachtree  Street,  N.E.,  Atlanta, 
Georgia  30375.  Or  call  404-420-8136. 


The  BellSouth  Companies: 

South  Central  Bell  •  Southern  Bell  •  BellSouth 
Services  •  South  Central  Bell  Advanced  Systems 
•  Southern  Bell  Advanced  Systems 

BellSouth  Enterprises  •  BellSouth  Advertising  & 
Publishing  •  Stevens  Graphics  •  TechSouth  • 
BellSouth  Advanced  Systems  • 
BellSouth  Mobility  •  BellSouth  Systems  Technology 
•  BellSouth  International  •  FiberLAN.  Inc 
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of  1986.  MCI,  despite  its  profits,  also 
disappointed  investors  in  1986 — in 
part  because  of  the  drain  of  building 
its  own  fiber  network. 

Not  surprisingly,  competition  for 
customers  grows  tougher  by  the  day. 
Eager  to  snatch  away  AT&T's  cus- 
tomers, US  Sprint  has  lately  been  run- 
ning a  $70  million  nationwide  adver- 
tising campaign  boasting  that  fiber 
optics  provides  voice  clarity  un- 
matched by  transmissions  along  con- 
ventional copper  wires.  Only  NTN,  a 
consolidation  of  seven  regional  carri- 
ers, has  decided  to  go  after  data  trans- 
missions rather  than  tussle  over  voice 


customers  of  competitors. 

The  carriers  are  fighting  to  grab  cor- 
porate customers  away  from  one  an- 
other, but  AT&T  remains  far  in  the 
lead.  Though  Singer  Co.  earlier  this 
year  switched  some  70%  of  its  long- 
lines  business  from  AT&T  to  US 
Sprint,  other  longtime  AT&T  ac- 
counts' such  as  Schering-Plough  and 
Citicorp  say  that  their  ability  to  place 
calls  worldwide  on  AT&T  lines  is 
mainly  what  prevents  them  from  be- 
ing lured  away. 

Faced  with  swelling  capacity  and 
lagging  demand,  fiber-optics  execu- 
tives have  lately  begun  enthusiasti- 
cally promoting  pie-in-the-sky  no- 
tions about  new  technologies  to  help 
stimulate  demand  and  soak  up  capaci- 
ty. Martin  McDermott,  president  of 
NTN,  believes  women  will  someday 
soon   begin    using   fiber  networks 


hooked  to  television  monitors 
browse  electronically  through  depa1 
ment  store  clothing  racks,  searchi 
for  that  perfect  something  for  Sati 
day  night.  Other  executives  fore^ 
telephone  companies  transmittj 
movies  and  programs  over  their  fib 
optic  lines  to  customers  who  w 
promptly  rush  out  and  junk  their 
deocassettc  recorders. 

Who's  kidding  who?  Fiber  opt: 
are  a  technological  breakthrough, 
doubt  about  it.  But  the  potential  pr 
its  for  competitors  in  the  marketpla 
are  limited,  and  in  their  rush  to  gr 
an  advantage  over  each  other, 
firms  have  only  made  the  prof 
squeeze  worse  for  everyone  involvs 
"It's  one  thing  to  put  glass  in  tj 
ground,"  says  an  AT&T  spokesma 
"and  quite  another  to  fill  it  up  wi 
demand." — Kathleen  Healy 


Beneath  your  very  feet 

Short  of  having  the  house  itself 
burn  down,  probably  the  most 
dreaded  catastrophe  for  any  home- 
owner is  to  have  sewage  back  up  into 
his  basement.  Yet  that  is  precisely 
what  happens  more  than  400,000 
times  per  year  as  the  nation's  800,000 
miles  of  underground  sewer  lines — 
much  of  the  system  more  than  100 
years  old  and  never  adequately  main- 
tained— continues  to  corrode  in  disre- 
pair and  neglect. 

Now  Insituform  of 
North  America,  Inc.,  a 
Memphis-based  manufac- 
turer of  sewer-pipe  liners, 
has  begun  marketing 
what  it  thinks  is  an  eco- 
nomical solution  to  the 
crumbling  infrastructure 
beneath  America's 
streets — a  means  of  in- 
serting inner  linings 
through  street-level  man- 
holes and  directly  into  ex- 
isting, below-ground  sew- 
er pipes  without  tearing 
up  the  street. 

Sewers  collapse  for  a  va- 
riety of  reasons,  including 

traffic  vibration,  the  in-  

trusion  of  tree  roots,  and  even  earth- 
quakes. But  by  far  the  most  insidious 
cause  is  the  destructive  acids  in  the 
sewage  itself.  The  acids  eat  away  at 
concrete  and  galvanized  steel  pipes. 
Eventually  the  pipes  become  so  cor- 
roded that  they  collapse.  That's  what 
happened  this  summer  when  a  114- 
year-old  brick  sewer  pipe  broke  open, 
swallowing  a  Mercedes-Benz  in  a  30- 
foot-deep  pothole  in  downtown  Co- 
lumbus, Ohio. 


All  too  often,  municipalities  wait 
until  a  collapse  occurs,  then  dig  up 
the  street  and  either  replace  or  repair 
the  worn  pipes.  By  comparison,  Insi- 
tuform's  solution  seems  the  very 
model  of  simplicity. 

Instead  of  digging  up  the  street,  en- 
gineers take  cold  water  from  any  hy- 
drant, then  pump  it  into  a  flexible  felt 
sleeve  that  stretches  like  a  balloon 
through  the  old  pipe.  After  that  they 
heat  the  water  to  around  180  degrees 


A  collapsed  sewer  left  this  30-foot-deep  pothole  in  Columbus,  Ohio 
In  addition  to  vibrations,  there's  the  sewage  itself. 


Fahrenheit  by  means  of  portable  wa- 
ter heaters.  The  inside  of  the  sleeve  is 
coated  with  a  heat-sensitive  synthetic 
resin  that  forms  a  waterproof  barrier 
that  is  as  tough  as  concrete  after 
merely  four  hours  in  contact  with  the 
hot  water. 

Insituform  sleeves  are  certainly 
cost-effective.  It  can  cost  as  much  as 
$380  per  foot  to  replace  worn  sewer 
pipes.  But  the  firm's  sleeve-lining 
technique  costs  an  average  of  $71  per 


foot  to  install.  John  Koeper,  director 
operations  for  the  Metropolitan  Sew. 
District  of  St.  Louis,  whose  sewer  s) 
tem  dates  back  to  the  Civil  War,  lik 
the  liner:  "This  is  one  of  the  be 
alternatives  to  replacing  sewer  pip 
completely." 

Insituform  sleeves  proved  th« 
worth  to  Koeper  in  September  wh< 
they  prevented  a  220-foot-long  bn> 
pipe  beneath  a  heavily  traveled  rat 
road  track  from  caving  in.  The  whe 
operation  was  finished 
just  three  days — and  wit 
out  disrupting  service  i 
the  busy  line. 

While  Insitufor 
claims  its  linings  cj 
withstand  abuse  for 
long  as  new  pipes  cam 
some  50  years — there's  1 
proof.  Even  so,  the  foi} 
year-old  company  is  off 
a  nice  start.  Since  198 
revenues  have  increast 
eightfold,  to  $8.6  milhc 
in  1985.  "As  far  as  we1 
concerned  we  have 
competition.  Our  produ 
is    truly   unique,"  sa- 

 :   Robert    Leopold,  Insit 

form's  chief  executive. 

One  would-be  competitor,  Philli] 
Petroleum,  which  makes  flexib 
plastic  sleeves,  is  skeptical  about  Ins 
tuform's  prospects.  "The  felt  lining 
tough,  but  because  it's  hard,  it  migl 
crack  when  the  soil  around  it  shifts 
says  engineer  Steve  Sandstrum 
Phillips  Dhscopipe,  a  unit  of  the  c 
giant.  Who's  right?  Come  back  in  5 
years  and  find  out. — Susan  Gilbert 


ING 


Canon  announces 
the  arrival  of  a  highly  intelligent 
dual  color  copying  system. 


And  its  offspring. 


Dual  color  copying  and  sophisticated  automatic  technology. 
;  ion  integrated  them  to  create  the  most  brilliant  copier  system 
I  class.  The  NP-4000  series. 

With  five  unique  models  to  choose  from,  and  up 
:  0  copies  per  minute,  the  NP-4000  series  offers 
.cything  from  automatic  two-sided  copying  on  the 
:  ORDF  to  dual  color  image  editing  on  the  4540EF 

These  remarkable  copiers  offer  such  efficiency  minded 
idard  features  as  a  multi-function  memory  for  instant  access 
ven  intricate  copying  procedures.  They  can  also  think  for  them 
es.  To  automatically  pick  the  right  paper  size  and  set  the  zoom 

What's  more,  the  4000  series  copiers  even  speak  your 
luage— communicating  everything  you  need  to  know  in  over 
easy-to-understand  messages. 

With  the  15  copies  per  minute  NP-2000  series,  Canon  offers 
nomical  dual  color  copying  with  advanced  zoom,  automatic 
osure  and  optional  automatic  document  feeding  and  sorting. 

Canon's  NP-4000  or  NP-2000  series.  Undeniably,  the  most 
ligent  choice  in  dual  color  copying. 

■  NP-4000  SERIES  at  40  copies  per  minute.  NP  4540RDF  with  recirculating  document  feeder  NP4540EF  with  semi  automatic  document  feeder  and  image  editor  for  dual 
I  editing.  The  full-system  automatic  NP  4040  and  NP-4040F  with  semi  automatic  document  feeder.  And  the  NP-4035  for  35  copies-per-mmute  performance  at  a  more 
jiomical  price  THE  NP-2000  SERIES  at  15  copies  per  minute:  NP-2015  and  NP2015F  with  semi-automatic  document  feeder. 


Enioy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  tor  details  at  participating  Canon  dealers  and  retailers 
Available  only  in  US 


For  more  information  on  Canon's  Dual  Color  Series  Copiers,  write:  Canon  U.S.A..  Inc.,  PO  Box  5023, 
Clifton,  NJ  07015  Or  call  toll-free  1-800-OK-CANON.  ©  1986  Canon  U.S.A.,  Inc. 
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Personal  Affairs 


Edited  by  William  G.  Flanagan 


Grenada  was  just  another  struggling  is- 
land nation  until  Castro  had  designs  on  it. 
In  came  U.S.  troops,  international  atten- 
tion and  a  burgeoning  tourism  industry. 

America's  adopted 
island  in  the  sun 


ention  Grenada  and  im- 
ages of  the  82nd  Airborne 
dropping  on  the  Cuban-aid- 
ed airstrip  at  Point  Salines  spring  to 
mind.  The  murder  of  Prime  Minister 
Maurice  Bishop.  The  rescue  of  U.S. 
medical  students.  The  bombing  of  a 
mental  hospital. 

But  three  years  after  what  islanders 
call  "the  intervention,"  few  scars  of 
that  invasion  remain.  And  the  few 
bombed-out  buildings  in  the  port  city 
of  St.  George's  have  become  tourist 
attractions,  much  in  the  way  wrecked 
boats  are  hauled  out  of  harbors  and 
sunk  to  provide  something  interest- 
ing for  visiting  scuba  divers  and  snor- 
kelers  to  probe. 

For  today,  like  The  Mouse  T/xit 
Roared,  having  almost  been  in  the 
clutches  of  Castro  has  given  new  eco- 
nomic vigor  to  the  island.  Evidence  of 
foreign  aid  and  investment,  mainly 
from  the  U.S.,  is  everywhere,  from 


new  roads  to  schools  to  hotels.  Many 
Grenadian  businessmen  and  profes- 
sionals who  had  fled  the  Bishop  re- 
gime have  returned  to  their  island 
home,  where  the  word  capitalist  is  no 
longer  a  dirty  word. 

Agriculture  remains  the  island's 
economic  mainstay,  of  course,  and 
few  places  on  earth  so  small  [21  miles 
long,  12  wide)  are  so  fertile.  If  steel 
could  be  grown,  bridges  would  bloom 
in  Grenada.  But  today  cocoa,  bananas 
and  spices — especially  nutmeg — are 
the  island's  most  important  interna- 
tional exports. 

But  tourism  is  what  will  be  growing 
most  in  years  to  come.  Investors  from 
Houston  to  Buenos  Aires  are  planning 
several  luxury  hotels,  condo  develop- 
ments and  marinas  at  St.  George's  and 
along  the  southwest  coast. 

Grenadians  are  getting  more  used 
to  tourists  sunning  on  their  fabulous 
beaches,  ogling  their  tropical  fruits 


and  vegetables  in  the  outdoor  mark 
and  peering  from  tour  vans  at  i 
knots  of  locals  seen  "liming"  (hai 
ing  out)  in  front  of  their  humble  di 
They  are  tolerant,  a  bit  bemused,  ev. 
gracious.  Visitors  who  are  courtec 
to  Grenadians  won't  encounter 
latent  hostility  felt  on  some  other  C 
ribbean  islands,  where  tourists  4 
natives  barely  tolerate  each  other.  B 
pity  the  camera-toter  who  snaps 
islander  without  asking  permissi 
first,  for  he  could  be  inviting  an  anj 
outburst.  More  often  than  not,  ha 
ever,  a  courteous  request  will  result 
a  patient,  smiling  pose  from  the  wo: 
an  balancing  a  bundle  on  her  head 
the  fisherman  sorting  his  catch. 

Grenadians,  whose  literacy  rate 
about  85%,  relish  colorful  nam 
Take  Coleman  Redhead  (manager 
the  Spice  Island  Inn)  or  Wellingt 
Friday  (government  official  and  owr 
of  The  Hillcrest,  a  restaurant/hotel) 
cursed  with  a  conventional-soundi 
moniker,  islanders  are  quick  to 
quire  nicknames.  Cat  Eye  is  an  om: 
scient  tour  guide.  A  fellow  nam 
Foods  runs  Cappy,  a  yacht  available  I 
daily  or  weekly  charter. 

There  is  much  more  to  see  and  do 
Grenada  than  lie  on  the  beach, 
course,  but  oh,  what  beaches  to  lie  c 
Grand  Anse  is  a  cutlass-shaped  stra, 
of  white  2  miles  long,  on  which  ; 
situated  some  of  the  island's  prem 
hotels  (as  well  as  a  campus  of  a  U 
medical  school).  The  water  is  ne 
rum  clear,  the  bottom  sugary,  the  s 
glassy.  Not  much  for  snorkelers  to  s 
here  save  an  occasional  ray,  but  nati 
boatmen  will  gladly  power  you  to  o 
of  the  nearby  coves  where  still  u 
spoiled  reefs  pulse  with  marine  li 
(There  are  facilities  for  scuba  dive 
and  more  are  coming.) 

The  beach  also  supports  hawkers 
everything  from  black  coral  ballpoi 
pens  to  tie-dyed  shirts;  as  usual,  b 
gaming  is  the  order  of  the  day. 

For  privacy,  you  can  rent  a  car 
Mini-moke  or  take  a  taxi  to  any  of  t 


Handicrafts,  spices  and  bananas  all  find  their  nay  to  St.  George's  market  ( right ) 
Tourists  can  still  get  lost  in  the  crowd. 


We  deep-water  harbor  at  St.  George's 
Wooden  boats  are  made  locally  by  hand. 


44  other  beaches  on  the  island,  many    on  Saturday  mornings.  small,  pastel-painted  wooden  horn 

still  totally  undeveloped.  (All  beaches  Farther  up  the  coast,  the  road  be-  and  shops.  At  Dougaldston  Estate, 
are  public.)  comes  little  more  than  a  bumpy  lane    the  entrance  to  Gouyave,  is  a  pnn 

As  wide  and  spacious  as  the  beaches  with  tropical  forest  on  one  side  and  tive  spice  factory  where  cloves,  cinri 
are,  the  interior  of  this  lavish,  volca-  the  Caribbean  on  the  other,  broken  up  mon,  mace,  nutmeg  and  cocoa  are  pi 
nic  isle,  thick  with  tropical  vegeta-    by  the  occasional  small  village  with    pared  and  sorted  by  hand.  A  few  Ul 

dollars  will  buy  a  couple  of  sao 
of  various  spices  that  will  plea 
your  gourmet  friends.  The  ni 
meg  processing  plant  in  Gouyai 
is  worth  a  brief  visit;  work* 
earn  about  $30  per  week  for  she 
ing,  grading  and  handling  nutm 
and  mace. 

At  the  northern  tip  of  the 
land  arrange,  in  advance,  to  ha 
lunch  at  Betty  Mascoll's  plan) 
tion  house,  Morne  Fendue.  A  ru 
punch  topped  with  nutmeg  anc 
delicious  meal  featuring  loo 
specialties  await  you.  Betty  w 
be  happy  to  answer  any  questio 
and  will  probably  show  off  a  cit 
tion  she  received  from  some 
the  paratroopers  of  the  82nd  A 
borne,  for  whom  she  cooked  . 
American-style  Thanksgivi) 
meal  during  the  occupation. 

After  a  brief  stop  at  Grenvili 
the  island's  second  major  city,  f 
a  glass  of  mauby  (a  local  drii 
made  from  tree  bark),  it  tak 
about  an  hour  to  pass  through  t 


tion,  including  28  kinds  of  fruit, 
begs  to  be  seen.  A  full  tour  of  the 
island  including  stops  for  lunch,  a 
swim,  sightseeing  and  shopping 
can  be  done  in  about  a  day.  Virtu- 
ally all  the  hotels  (see  box,  p.  222) 
are  in  the  south  and  southwest- 
ern parts  of  the  island,  the  Carib- 
bean side,  so  most  tours  begin  on 
a  northward  route,  through  the 
capital  of  St.  George's. 

This  deep-water  port,  now  a 
regular  stop  for  a  growing  number 
of  cruise  ships,  is  also  popular 
with  yachtsmen  plying  the  Gren- 
adines. (In  addition  to  charter 
boats,  the  windjammer  Mandalax 
cruises  regularly  from  St. 
George's.  For  day  and  sunset 
cruises,  the  Rlnim  Runner  and  the 
Loafer  sail  daily.) 

St.  George's  harbor  is  rimmed 
by  "the  Carenage,"  dotted  with 
colorful  shops,  homes,  ware- 
houses, bars  and  restaurants.  A 
few  steps  off  the  waterfront  is  the 
open-air  market,  especially  busy 


Taking  a  dip  in  Concord  Falls 

Cool  enough  to  chill  the  picnic  wine. 


1 1  8 
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Le  First  Grand  HotelWith 
othfetInThe20tnCerituiy 


» 


Anyone  who  attends  an  best  when  your  clothes  are  We  realize,  in  short, 

lof-town  business  meet-  wrinkled  from  a  long  flight,  that  every  time  you  depart 
does  so  for  the  purpose  So  we  can  help  you  with  such  from  home,  you're  also 


iing  highly  productive  - 
)|hopelessly  frustrated. 
1  Which  is  why  a  hotel 
(to  do  whatever  possible 
pse  the  burdens  and 
leties  of  travel— to  allow 
Ito  focus  single-mindedly 
l  he  business  at  hand. 
And  at  Four  Seasons, 


services  as  pressing  your  departing  from  your  normal 

clothes  or  shining  your  shoes  routine.  And  our  job  is  to  do 

in  an  hour.  everything  we  can  to  keep 

We  also  realize  that  that  departure  from  turning 

many  people  prefer  to  travel  into  a  disruption, 
with  only  carry-on  luggage.  So  unlike  those  hotels 

So  our  rooms  are  furnished  that  seem  to  be  overly 

with  bathrobes,  hair  dryers  preoccupied  with  recreating 

and  other  essentials  you  the  atmosphere  of  bygone 

might  not  be  able  to  fit  into  centuries.  Four  Seasons  is 


>ps  in  North  America's 
ij.t  important  cities,  sen- 
e  to  todays  changing 
lis  and  lifestyles— on  the 
■  pf  that  a  grand  hotel 
aid  adapt  to  its  guests, 
the  other  way  around 


The  Olympic 

preoccupied  with  the  needs  Washington,  d.c 

r    j  j       r     j       r  ,  CANADA 

and  demands  of  present-day  Edmonton 
travellers. 


We  assume,  after  all, 


s  exactly  what  we  do. 

i  a  group  of  20  grand    a  single  overnight  bag. 

And  we  realize  that 
people  don't  want  to  interrupt 
their  healthy  lifestyles  when 

they're  on  the  road.  So  we  see    that  your  idea  of  a  success- 
to  it  that  they  don't  have  to     ful  business  trip  doesn't 
—by  providing  workout  gear        include  travelling  back 
and  jogging  maps  in  all  our     Jt!h  wards  in  time. 
We  realize,  for  example,  hotels,  and  state-of-the-art 
it's  difficult  to  be  at  your  health  clubs  in  most  of  them. 


UNITED  STATES 
Austin  (1987) 
Boston 
Chicago 

The  Ritz-Carhon 
Dallas/Las  Cohnas. 

The  Mandalay; 

Las  Cohnas  Inn  and 

Conference  Center, 

Four  Seasons  Fitness 

Resort  and  Spa. 
Houston: 

Four  Seasons; 

Inn  on  the  Park 
Los  Angeles  (1987) 
New  York: 

The  Pierre 
Newport  Beach 
Philadelphia 
San  Antonio 
San  Francisco 

The  Clijt 
Seattle 


Montreal 
Ottawa 
Toronto: 
Yorkville, 
Inn  on  the  Park 
Vancouver 

UNITED  KINGDOM 

London 
Inn  on  the  Park 

Call  (800)  268-6282 
or  your  travel  agent. 


FburSeasons  Hotels 


lurSeasons  Hotels  Lid 


You  may  not  think  of  Jeep  when 
you  hear  the  words  "luxury 
cars!'  But  if  you  want  every- 
thing those  words  imply,  virtu- 
ally anywhere  you  might  want 
to  go,  you'll  want  to  become 
familiar  with  Wagoneer  Limited 
and  Jeep  Grand  Wagoneer. 

Each  of  these  vehicles  is  a 
true  luxury  car,  in  every  sense 
of  the  word.  But  each  one's 
also  a  Jeep.  A  hill-climbing, 


stump-pulling,  bear-down  and 
get-it -done  Jeep.  That  means 
these  versatile  vehicles  are 
going  to  get  you  places,  and 
do  things  other  luxury  cars 
wouldn't  even  attempt. 

While  both  Grand  Wagoneer 
and  Wagoneer  Limited  share  a 
Jeep  heritage  and  a  feeling  of 
lavish  comfort,  each  has  its 
own  personality.  To  be  specific: 


GRAND  WAGONEER 


Enter  Grand  Wagoneer  through 


any  of  its  four  doors  and 
find  plush  surroundings 
to  six  adults.  Genuine  k 
upholstery,  air  condition 
premium  sound  system 
power  everything. . .  all  s 
Also  standard  is  a  powei 
5.9LV8,  anda4-wheel< 
system  that's  as  easy  as 
of  a  switch.  All  this,  in  a 
that  can  tow  up  to  an 
sive  5,000  pounds. 


» 

i 


'NEER  LIMITED 

;t  its  slightly  smaller  size 
|.  The  4-door  Wagoneer 

I  still  has  more  room 
y  other  domestic  4- 
rive  vehicle  in  its  class 
gh  for  five  adults  and 

>f  cargo.  Go  with  the 
ional  173-horsepower 
•  Power-Tech  Six  engine, 

II  see  that  Wagoneer 

1  beats  its  competition  at 
■er  game  too.  To  take 


advantage  of  all  that  power, 
every  Wagoneer  comes 
standard  with  an  all-new 
4-speed  automatic  overdrive 
transmission. 

If  your  travels  take  you 
places  that  are  well  off  the 
beaten  path,  get  to  know  these 
truly  unique  vehicles.  Because 
whether  you're  taking  a  trip  to 
the  mountains  or  a  trip  to  the 
market,  they'll  not  only  get  you 
there,  they'll  do  it  with  style. 


Wagoneer  Ltd. 


joneer 


Getting  and  staying  there 


'Tf.ie  Grand  Arise  beach 
Two  miles  of  sugary  sand. 


Though  the  new  airport 
at  Point  Salines  can  ac- 
commodate almost  any- 
thing that  flies,  nonstop 
service  from  Miami  and 
New  York  is  still  spotty,  on 
BW1A  and  the  fledgling 
Grenada  Airways.  But  LIAT 
or  BWIA  connects  with  Bar- 
bados, Antigua,  Trinidad 
and  Martinique,  which  of- 
fer much  more  frequent  ser- 
vice direct  to  the  U.S.  Many 
passengers  come  via  Barba- 
dos, which  is  about  an  hour 
away.  When  more  rooms 
are  added,  major  international  carriers  promise  more 
direct  service  from  the  U.S. 

There  are  only  about  650  rooms  on  the  island  at 
present,  and  most  hotels  are  small,  more  like  inns  than 
typical  island  resorts.  Prices  are  generally  quite  a  bit 
lower  than  those  for  comparable  accommodations  else- 
where in  the  Caribbean.  Some  hotels  have  tennis 
courts,  and  most  have  at  least  some  water  sports  facili- 
ties. Note:  There  is  only  one  golf  course  on  the  island,  a 
nine-holer. 

Centrally  located  on  the  Grand  Anse,  the  Ramada 
Renaissance has  186  air-conditioned  rooms,  satellite  ca- 
ble TV,  a  large  pool,  a  water  sports  center  and  an 
excellent  German  chef.  In-season  rates  (Dec.  16  to  Apr. 
15):  doubles  from  $140  per  day,  without  meals. 

There  are  a  number  of  smaller,  cozier  hotels  and  inns, 
most  of  which  hug  the  sea  or  hang  over  it,  which  attract 
many  of  the  same  visitors  (mainly  Americans  and  Brits) 
year  after  year.  Here  is  a  selection: 

The  popular  Spice  Island  Inn,  just  a  stone's  throw  from 


the  sea,  has  20  beach  suited 
and  10  suites  with  then 
own  private  swimming 
pools.  In-season  rates:  dou 
bles  from  $180  per  day 
MAP  (breakfast  and  lunch 
or  dinner). 

A  few  hundred  yards  ofi 
the  beach  is  the  Blue  Hori\ 
zons  Cottage  Hotel,  with  32 
suites  complete  with  kitch- 
enettes and  patios.  In-sea 
son  rates  here  start  at  $85 
for  a  double  superior  suite 
If  you  decide  to  bring  the 
kids  along,  add  $  1 5  a  day  foi 

each  additional  person. 

The  Calabash  on  Prickly  Bay  at  L'Anse  aux  Epines  sits 
on  a  quiet  cove  amid  swaying  palms  on  manicured 
grounds.  All  22  suites  have  kitchens  where  maids  pre 
pare  your  breakfast.  In  season:  $200  double,  MAP. 

The  Cinnamon  Hill  and  Beach  Club  is  a  condominium 
hotel  with  20  suites.  Breakfast  is  cooked  in  your  suite 
and  served  on  your  terrace.  Rates  begin  at  $171  for  a 
double,  MAP. 

The  Horse  Shoe  Beach  Hotel,  with  a  secluded  beach  and 
pool,  has  a  dozen  or  so  cottage  suites  with  private 
balconies.  Rates:  from  $155  double,  MAP. 

Secret  Harbour  is  a  small,  quiet  hideaway  overhanging 
a  bay  and  beach  on  the  south  coast.  Rates  at  this 
Mediterranean-style  hotel  begin  at  $115  double,  with 
out  meals. 

For  a  complete  list  of  accommodations  and  prices  of 
hotels,  contact  the  Grenada  Tourist  Office,  820  Second 
Avenue,  Suite  1100,  New  York,  N.Y.  10017.  Phone: 
(212)  687-9554.— W.G.F. 


Great  Etang  district  on  a  newly  paved 
road.  You  pass  by  a  forest  preserve  and 
volcanic  lake,  and  glimpse  the  sea 
from  the  high  hills.  It's  a  cinematogra- 
pher's  dream  of  what  a  tropical  island 
should  be;  indeed,,  part  of  Is- 
lands in  the  Sun  was  filmed 
there,  and  recently  British 
filmmakers  were  tromping 
through  the  jungles  making 
commercials  for  Bounty,  a 
popular  candy  bar  in  the  U.K. 

Grenada  has  waterfalls,  and 
for  the  able  of  limb  a  hike  to 
Concord  Falls  and  the  falls 
above  is  the  best  way  to  see 
the  jungle.  When  you  get  a  bit 
weary,  take  a  dip  in  the  chilly 
freshwater  stream. 

A  word  about  cuisine.  It 
would  be  a  crime  not  to  sam- 
ple some  of  the  local  cooking. 
You  don't  need  an  adventur- 
ous palate  to  enjoy  dishes  like 
callaloo  soup,  made  from  a 
leafy  green  vegetable  that  for- 


ever shames  spinach;  fried  plantain  (a 
kind  of  banana);  all  sorts  of  chicken 
preparations;  pepper  pot;  local  seafood 
(22  kinds  of  fish  are  caught,  from  dol- 
phin to  barracuda);  spicy  crab  backs 


Russian  plane  abandoned  at  the  old  airstrip 
A  relic  from  the  pro-Castro  era. 


(made  from  land  crabs);  and  dozens 
desserts,  from  nutmeg  ice  cream 
mango  pie. 

If  you  want  a  healthy  sample 
local  fare,  make  reservations  for  IV 
ma's,  a  simple  restaurs 
where  up  to  22  courses 
served  family-style,  includi 
turtle,  curried  Iambi  (cone 
manicou  (possum)  and  tatt 
(armadillo). 

What  do  Grenadians  thi 
of  their  new  American  connt 
tion?  The  government  could 
be  more  accommodating.  O 
25,  the  third  anniversary  of  t 
intervention,  has  just  be 
declared  the  island's  n« 
Thanksgiving  holiday.  Recei 
ly,  Grenada  even  abstained 
the  U.N.  on  the  subject  of  ec 
nomic  sanctions  against  Sou 
Africa,  which  the  U.S.  c 
poses — the  only  black  natii 
to  have  done  so. — W.G.F. 


Now,  with  a  smoother,  milder  taste 


1  mg.  "tar",  0.2  mg.  nicotine;  100's,  5  mg.  "tar", 
nicotine  av.  per  cigarette  as  authorized  by  FTC. 


SURGEON  GENERAL'S  WARNING:  Smoking 
Causes  Lung  Cancer,  Heart  Disease, 
Emphysema,  And  May  Complicate  Pregnancy. 


Also  available  in  Kings. 

99%  tar  free 


Careers 


Finishing  business  school  and  itching  for  a 
real  challenge?  Try  marketing  packaged 
goods,  where  it's  often  up  or  out  by  30. 

Climb  quickly 
or  get  out  fast 


By  Janet  Bamford 


Beth  Currin  is  an  articulate,  se- 
rious-minded 29-year-old 
M.B.A.  who  is  obsessed  by 
snack  foods.  Since  she  works  for  Fnto- 
Lay,  her  passion  is  understandable, 
even  required.  "You  work  on  a  brand 
and  you're  thinking  about  it  all  the 
time/'  says  Currin,  who  was  made 
product  manager  of  Tostitos,  Frito's 
corn  tortilla  chip  brand,  after  only  two 
years  with  the  company,  at  the  tender 
age  of  28.  "You  always  walk  down  the 
aisle  in  a  supermarket  where  your 


product  is,"  says  Currin,  "and  you 
find  yourself  straightening  and  rear- 
ranging packages  on  the  shelf.  You 
look  in  everyone's  basket  to  see  if 
they're  buying  your  product." 

Such  is  life  when  you  are  steward  of 
a  food  product  or  a  brand  of  laundry 
soap.  All  the  large  consumer  products 
companies  recruit  and  train  brand  or 
product  management  people  like  Beth 
Currin,  and  it's  a  popular  route  for  top 
business  students.  Last  year  18%  of 
Stanford's  business  school  graduates 
took  marketing  jobs  with  packaged 
goods  companies  at  a  median  salary  of 


$42,000.  At  Northwestern's  Kellfl 
Graduate  School  of  Management, 
ways  strong  in  marketing,  the  larg 
single  group,  about  20%  of  the  class 
1986,  went  into  brand  management 
a  median  salary  of  $45,000.  Most 
cruits  start  as  assistant  product  nn 
agers  and  aim  for  the  title  that  looi 
a  few  years  down  the  road — brand 
product)  manager. 

Companies  making  a  pitch  to  p 
spective  recruits  often  say  that  beini 
brand  manager  is  like  running  yc 
own  small  company.  That's  perhap 
bit  overstated.  After  all,  you  still 
swer  to  higher-ups,  and  nobody  is  j 
ing  to  give  a  brand  manager  ca| 
blanche  to  change  a  large,  success] 
product.  But  brand  managers  a 
their  assistants  are  responsible  for 
creasing  the  sales  of  a  product.  Tl 
includes  planning  the  advertising, 
tail  and  trade  promotions,  adding 
new  product  or  changing  the  prodi 
or  packaging.  It's  their  job  to  come 
with  the  plan,  sell  it  within  the  co 
pany  and  get  it  done. 

Procter  &.  Gamble  is  the  grandd. 
dy  of  the  companies  that  mold  pro 
uct  managers.  General  Mills,  Gene 
Foods,  Colgate-Palmolive,  Ralst 
Purina  and  M&.M/Mars  all  use 
brand  management  system.  But  no 
moves  managers  as  rapidly  as 
Frito-Lay  division  of  PepsiCo.  Dall. 
based  Frito  has  long  been  a  talent  pc 
for  PepsiCo.  The  company's  cha 
man,  D.  Wayne  Calloway,  came  frc 


s  rn  Marianne  Bard 


Vhen  you  first  handle  a  Patek  Philippe,  you  become 
aware  that  this  is  a  watch  of  rare  perfection, 
ie  know  the  feeling  well.  We  experience  a  sense  of 
[ride  every  time  a  Patek  Philippe  leaves  the  hands  of 
|ir  craftsmen.  For  us  it  lasts  a  moment  —  for  you, 
Bfetime 

h  made  this  watch  for 
|)U  —  to  be  part  of  your 
b  —  because  this  is  the 
by  we've  always  made 
Btches. 

bd  if  we  may  draw  a  con- 
:psion  from  five  genera- 
ms  of  experience,  it  will 
£  this:  a  Patek  Philippe 
pesn't  just  tell  you  the 
ine,  it  tells  you  something 
tout  yourself. 


PATEK  PHILIPPE 

GENEVE 


or  a  comprehensive  presentation  of  Patek  Philippe  timepieces,  please  send  $5  -  or  for  a  simple  brochure  of  current  styles  write  to 

Patek  Philippe,  10  Rockefeller  Plaza,  Suite  629  -  F,  New  York,  N  Y  10020. 


Marianne  Bartdlora 


FritOrLay's  Ken  Rotnanzi 

At  the  ripe  old  age  of  26,  a  senior  product  manager. 


Frito,  as  did  President  Michael  Jordan, 
and  the  president  of  its  Pepsi  Cola 
U.S.A.  division,  Roger  Enrico. 

"If  I  were  to  make  a  list  of  compa- 
nies where  you  can  get  ahead  the 
quickest,  Frito  would  be  at  the  top," 
says  Gary  Stibel,  a  former  P&G  mar- 
keting manager  who  is  now  a  princi- 
pal with  New  England  Consulting 
Group  and  counts  companies  like 
Bristol-Myers,  Sara  Lee,  General 
Foods  and  Frito-Lay  among  his  cli- 
ents. Says  Stibel:  "They  have  people 
younger  than  30  running  multi- 
million-dollar businesses  and  charged 
with  more  responsibility  than  in  most 
companies." 

Jane  Miller  joined  Frito  at  age  25  as 
an  assistant  brand  manager  after  be- 
ing graduated  from  Southern  Method- 
ist University's  graduate  business 
school  in  1983  and  spending  nine 
months  working  for  a  bank.  She 
moved  from  assistant  brand  manager 
to  associate  brand  manager  to  product 
manager  in  two  years,  a  progression 
that  could  easily  have  taken  five  years 
at  other  packaged  goods  firms.  "It's 
fun  to  walk  into  a  supermarket  and 
point  to  something  and  say  'I  did 
that,' "  says  Miller.  One  of  the 
changes  she  made  while  working  as 
an  associate  brand  manager  was  in 
packaging.  The  Fritos  package  now 
has  a  clear  window  in  the  front.  "All 
our  research  says  if  you  can  see  a 
product,  there's  a  stronger  probability 
that  you  will  buy  it,"  says  Miller.  "We 
also  executed  the  plan  for  a  new  fla- 
vor, Chili  Cheese  Fritos."  The  results 
are  in:  Frito's  revenue  growth  in  the 
last  year  has  been  over  10%,  no  mean 
accomplishment  for  a  brand  on  the 
market  for  over  half  a  century. 


Ken  Romanzi  is  another  fast  mover. 
He  joined  Frito  at  age  22  after  getting 
his  undergraduate  degree  from  Bab- 
son.  Romanzi  is  an  exception;  most 
hires  come  from  graduate  business 
school.  "We  like  to  hire  from  the 
[graduate]  business  schools  because 
they  do  our  screening  for  us,"  says 
Laurie  Beeson,  Frito's  vice  president 
of  brand  management.  "Very  few 
dummies  get  through  a  top  business 
school.  Most  people  have  a  few  years 
of  experience,  and  they've  made  a 
commitment  to  a  business  career.  It 
sorts  out  the  people  who  are  asking 
themselves,  'Do  I  want  to  be  a  traffic 
cop  or  a  housewife?'  " 

Romanzi's  first  assignment  as  an 
assistant  brand  manager  was  to  cook 
up  a  strategy  for  promoting  Grand- 
ma's Cookies,  the  company's  entry  in 
the  "cookie  wars"  waged  in  every  su- 
permarket. Romanzi,  after  spending  a 
few  months  interviewing  people  in 
the  trade,  tried  to  persuade  supermar- 
kets to  give  Grandma's  end-of-aisle 
displays  and  local  newspaper  advertis- 
ing support  to  Grandma's  cookies  in 
"family-size"  bags.  The  big  idea 
flopped,  as  it  turned  out.  Having  mis- 
judged how  competitive  other  cookie 
manufacturers  would  be,  Frito-Lay  re- 
treated to  smaller  bags  of  Grandma's 
cookies.  But  the  firm  was  happy  with 
Romanzi's  performance.  He  did  a 
stint  working  on  Doritos,  the  firm's 
largest  brand,  and  today  he  is  a  senior 
product  manager  (a  position  that  pays 
around  $65,000)  for  Ruffles  potato 
chips.  He  oversees  two  assistant  prod- 
uct managers  and  an  associate  prod- 
uct manager.  All  this  at  the  age  of  26. 

The  competitive  pace  has  its  costs, 
of  course.  In  most  brand  management 


career  paths  there  is  an  "up  or  o| 
philosophy.  At  Frito  it  happens  las 
"They  allow  you  to  fail  here,"  s) 
Beth  Currin,  "but  logically  you  kn 
you  can't  do  it  too  often." 

"The  first  three  years  or  so 
tough  ones,"  says  Leo  Kiely,  whe 
39  is  Frito's  senior  vice  president 
sales  and  marketing.  "That's  wl 
we  find  out  who  the  people  are  v» 
want  to  do  this."  The  turnoven 
mostly  elective.  "If  you  haven't  b« 
made  a  brand  manager  in  three  ye 
you'll  probably  leave,"  says  Lai, 
Beeson.  "You'll  be  embarrassed 
cause  everyone  else  around  you  \ 
have  been."  Turnover  in  the  fin 
marketing  group  is  about  15%  a  y« 

Further  down  the  road,  most  br; 
managers  hope  to  move  into  gene 
management.  Having  been  a  brj 
manager,  responsible  for  a  produi 
success,  is  a  strong  plus  on  a  resur 

Because  even  the  best  can  fj 
brand  management  people  deve 
what  Leo  Kiely  calls  a  "batting  av 
age  mentality.  The  people  who  » 
take  risks  and  live  by  a  batting  a\ 
age  are  the  ones  that  progress,"  s 
Kiely.  "If  you've  been  here  for  a  1 
years,  you've  had  ideas  you  have 
been  able  to  sell  within  the  compa 
or  products  that  have  not  worked. 

There's  margin  for  error,  even 
fast-paced  Frito-Lay. 


Outearn  your  age 

How  quickly  is  your  star  risij 
How  much  should  you  be  ea 
ing  for  headhunters  and  other  tal 
searchers  to  consider  you  on  the  1 
track?  What  should  your  "age/wa. 
ratio  be? 

Johnson,  Smith  &  Knisely,  u 
New  York-based  executive  recruitt 
recently  published  a  compensat 
survey  that  reported  the  average  : 
aries  of  the  top  15%  of  managers 
various  industries.  The  old  yardst 
of  the  1970s,  that  an  up-and-cor 
had  to  be  earning  at  least  his  age  (e 
a  30-year-old  should  be  earning 
least  $30,000),  is  clearly  obsolete. 

The  survey  found,  for  example,  t 
the  exceptional  manager  earns  an 
erage  of  $62,120  at  age  30,  roug 
twice  his  age.  At  35  his  compensat 
is  $90,936— about  2'/>  times  his  a 
The  top  40-year-olds  earn  $  132,08c 
3.3  ratio).  The  45-year-olds  e 
$178,828  (a  ratio  of  about  4).  The 
year-olds  earn  $211,992  (about 
times  their  ages). 

If  you  don't  earn  six  figures  by 
time  you're  37,  the  survey  repo 
you  are  an  also-ran. — W.G.F. 


c  concert         -*m  .  r_ 
ontinues  to  get  better  E 
vith  Ford  JBL  Audio  Systems. 


Announcing  another  Ford  first: 
The  long  awaited  Compact  Disc  for  the  Lincoln  Town  Car. 


Start  with  the  very  best  high 
fidelity  music  systems  we  offer: 
Ford  JBL  Audio  Systems. 

•  12  JBL  speakers 

•  140  watts  of  total  system  power 

Then  add  the  pure,  unparalleled 
performance  of  the  new 
Compact  Disc  player  to  digitally 
deliver  frequency  response 


spanning  the  entire  audio 
spectrum  without  distractions  of 
noise  or  hiss. 

The  Compact  Disc  not  only  lets 
you  experience  the  total  capacity 
of  a  Ford  JBL  Audio  System,  it 
establishes  all  new  standards  for 
clarity,  realism  and  dynamic  range 
in  automotive  sound. 


Hear  for  yourself  just  how  much 
better  an  audio  system  can 
really  be,  exclusively  at  your 
Lincoln-Mercury  dealer  today. 


UBL 


AUDIO  SYSTEMS 
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Edited  by  Gary  Slutsker 


Qaddafi  as 
capitalist 


In  Tripoli's  main  square,  Muammar 
Qaddafi  may  curse  capitalists,  but 
he  certainly  isn't  averse  to  making  fat 
profits  of  his  own.  Indeed,  his  tactics 
during  the  recent  $3  billion  Fiat  deal 
would  have  done  T.  Boone  Pickens 
proud.  Since  Libya  sold  its  15%  stake 
in  Fiat  in  late  September,  the  Italian 
auto  company's  share  price  has 
slumped  to  $10.45,  from  $11.28. 

How  did  Qaddafi  manage  to  get 
such  a  good  price?  Well,  threatening 
to  sell  his  shares  to  a  corporate  raider 
didn't  hurt.  Libya  is  said  to  have 
shopped  its  stake  to  Carlo  De  Bene- 
detti,  head  of  Olivetti  and  one  of  Eu- 
rope's best-known  takeover  artists. 
No  comment  on  Libya's  tactics 


from  Gianluigi  Gabetti,  vice  chair- 
man of  Istituto  Finanziario  Indus- 
trial Fiat's  $19.8  billion  (1985  sales) 
parent.  But  Gabetti,  who  spent  nearly 
20  days  in  Zurich  negotiating  with 
the  Libyans,  says  the  price  was  justi- 
fied: "Top  management  of  Fiat  de- 
served peace  of  mind." 

In  fact,  Gabetti  isn't  guilty  of  lining 
Qaddafi's  pockets.  IFI  paid  $1  billion 
for  7.5%  of  Fiat's  voting  stock,  boost- 
ing its  stake  to  40%.  A  consortium  of 
11  investment  banking  firms  led  by 
Deutsche  Bank  paid  twice  as  much, 
$2  billion,  for  the  other  7.5%  of  the 
voting  stock  held  by  Libya,  plus  some 
preferred  and  nonvoting  shares.  The 
bankers  had  intended  to  resell  all 
their  Fiat  shares  at  a  profit.  But,  with 
the  stock  price  down,  they  could  in- 
cur $75  million  of  losses. 

Could  someone  scoop  up  the  in- 
vestment bankers'  shares  and  make  a 
run  on  Fiat?  "We  are  watching  the 
situation,"  says  an  exhausted  Gabetti 


after  spending  a  month  in  a  hotel  a 
averaging  five  hours'  sleep  a  nigj 
"But  with  IFI  holding  40%  of  F| 
stock,  I  don't  see  how  anybody  ei 
could  trouble  the  independent  actil 
ty  of  management." 

Both  Libya  and  Fiat  got  what  th 
were  after  in  this  odd  deal.  But  fo 
change,  the  investment  bankers  pa 
for  the  party. — Edwin  A.  Finn  Jr. 


Knock,  knock  . . . 

It  used  to  be  a  merchant  ban! 
would  help  start  a  railroad  ai 
then  help  it  grow,"  says  G.  Willis) 
Miller.  "The  idea  was  to  assist  the 
throughout  the  building  process."  J 
member  Miller,  Jimmy  Carter's  Tr< 
sury  Secretary?  Before  Washingtc 
Miller  was  chairman  of  pioneerii 
conglomerate  Textron  Inc.  Now, 
61,  he  is  back  assembling  a  minicc 
glomerate  with  his  six-man  mercha 
bank,  Washington,  D.C. -based 
William  Miller  &  Co.  "I  want  to  bu 
a  portfolio  of  successful  companies 
he  says.  He  has  a  ways  to  go. 

With  the  knowhow  and  know-wi 
gained  during  three  years  in  Washir 
ton  and  22  years  at  Textron,  Mil 
has  claimed  stakes  in  promising,  fc 


Gianluigi  Gabetti  of  Fiat's  parent,  IFI,  overlooking  Turin 

Both  Libya  and  Fiat  got  what  they  wanted.  But  Deutsche  Bank? 


^William  Miller  &  Co.  's  Miller 

•i.  &  value  of  know  how  and  know -who. 


liirginal,  companies  without  actual- 
liputting  up  money  of  his  own.  His 
fist  deal  came  while  Miller,  then 
lleping  an  eye  on  U.S.  investments 
W  wealthy  foreigners,  was  ap- 
[jDached  by  a  communications  start- 
B  called  PSN,  which  needed  cash, 
adler  provided  some  door-opening 
productions,  then  took  a  minority 
lare  of  PSN  as  payment.  Next  year, 
Iller  says,  he  may  take  PSN  public 
ler  its  first  anticipated  profit, 
ivlore  recently,  a  well-connected 
lashington  lawyer  put  Miller  in 
lich  with  CommTech,  a  small, 
feh-poor  California  outfit  that  owns 
•elusive  rights  to  proprietary  tech- 
ijlogies  developed  at  SRI  Internation- 
jl— the  old  Stanford  Research  Insti- 
Ite.  Miller  put  together  a  $26  million 
Ittvate  partnership,  found  investors 
*;d  took  an  8%  share  of  the  profits  of 
ijb  deal. 

jlThere  are  other  companies  in  the 
ifrtfolio,  including  a  steel  mill  Miller 
Dught  back  from  the  brink.  He  says 
relies  for  income  on  consulting 
s  rather  than  equity  shares,  but 
it  doesn't  mean  he  shuns  risk.  Says 
'  I  don't  do  transactions  and  then 
dk  away." — Peter  Fuhrman 


will  have  sold  two  of  those  this  year." 

In  stark  contrast  to  television,  radio 
revenues  continue  to  show  strength 
because  radio  ads  are  inexpensive  and 
reach  specific  audiences.  As  a  result, 
station  prices  are  high.  How  high? 
Three  stations  in  Tampa  and  Hous- 
ton, with  $2.2  million  in  combined 
cash  flow,  recently  went  for  $52  mil- 
lion. Stevens,  who  arranged  the  deal, 
says  in  his  rapid-fire  DJ  style:  "I  felt 
like  John  Beresford  Tipton — remem- 
ber The  Millionaire7.  The  guy  who  used 
to  ring  your  doorbell?  When  I  told  the 
owner,  he  just  stood  and  sputtered." 

Stevens,    who   joined  Wertheim 


from  Doubleday  Broadcasting,  where 
he  was  president,  reckons  that  15%  of 
the  country's  9,000  radio  stations  will 
change  hands  this  year.  By  early  Octo- 
ber he  had  sold  nine  stations  for  $135 
million,  with  three  more  deals  to  be 
announced  for  a  total  price  of  $50 
million.  Wertheim's  likely  fees  from 
such  sales  this  year:  $3.5  million,  up 
from  zero  last  year. 

So  frenzied  is  the  radio  market  that 
stations  are  treated  like  commodities. 
"People  are  turning  these  things  over 
and  running  them  like  a  portfolio," 
says  Stevens.  He  arranged  an  arbitrage 
for  a  client  buying  a  Houston  station 
for  $10  million  to  sell  the  station  to 
Roy  Disney's  broadcast  company  for 
$13  million. 

Meanwhile,  signs  of  a  market  top 
abound.  An  Albuquerque  station  just 
sold  for  an  eye-popping  $16.5  mil- 
lion— eye-popping  because  it  is  more 
than  the  total  of  all  the  spots  sold  last 
year  by  all  of  Albuquerque's  30-odd 
stations.  Yells  Stevens:  "One  times 
market  revenue!" — Robert  McGough 


Unfriendly  raider 

Traditionally,  Japanese  businesses 
have  diversified  from  within.  But 
in  this  age  of  high  yen,  trade  friction 
and  slower  domestic  growth,  the  gray 
captains  of  Japanese  industry  are  turn- 
ing their  sights  abroad.  One  opportu- 
nity lies  in  U.S.  real  estate  (see follow- 
ing story).  Another  opportunity  lies  in 
corporate  takeovers,  once  anathema. 
"In  Japan,  selling  a  company  is  like 
selling  your  own  child,"  says  Shuhei 

Nana'  Rica  SchifT 


)pping  the  charts 

|l  he  market  for  radio  stations  is  hot 
I  these  days,  and  so  is  Gary  Stevens, 
,  a  former  disk  jockey  and  broadcast 
(ecutive  who  in  January  became — 
lat  else? — an  investment  banker.  "I 
arked  [as  a  DJ]  at  four  radio  sta- 
)ns,"  says  Stevens,  now  a  first  vice 
esident  at  Wertheim  &  Co.,  "and  I 


Gary  Stevens  of  Wertheim  &  Co.  in  WMCA 
"Remember  The  Millionaire?  The  guy 


s"  New  York  studio 

who  rang  your  doorbell?" 
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Shuhei  Sato  of  Sanwa  Bank 

Selling  your  company  is  like  selling  your  child.  But  buying? 


Sato,  senior  vice  president  of  Sanwa 
Bank  and  head  of  the  merchant  bank- 
ing group  in  New  York  City  that  han- 
dles mergers  and  acquisitions.  "It  is 
easier  to  acquire  a  company  abroad." 

Sanwa  became  the  first  Japanese 
bank  to  set  up  an  international  M&A 
group,  this  in  1983,  and  Sato  has 
helped  arrange  12  deals  since  then 
between  gingerly  Japanese  buyers  and 
foreign,  mostly  American,  compa- 
nies. Sato,  41,  a  Stanford  business 
school  graduate,  sees  an  appetite 
building  in  Japan  for  U.S.  companies. 
"You've  got  to  have  a  manufacturing 
operation  in  the  U.S.,"  he  counsels 
Japanese  clients. 

Sato  is  starting  with  small  deals 
that  don't  threaten  anyone.  No  union- 
ized companies  and  nothing  too  big, 
at  least  not  yet.  Fujisawa  Pharmaceu- 


tical was  in  a  hurry  to  expand  drug 
sales  in  the  U.S.,  so  Sato  helped  it  buy 
a  22.5%  stake  of  LyphoMed,  a  Chica- 
go drug  manufacturer.  "Anything 
above  $100  million  is  difficult  to  ped- 
dle to  a  Japanese  company,"  he  says. 

But  hostile  takeovers  may  be  com- 
ing, following  an  attempted  raid  by 
Dainippon  Ink's  Shigekuni  Kawa- 
mura  on  Sun  Chemical  in  April  (see  p 
16).  The  situation  was  resolved  when 
Sun  agreed  to  sell  its  printing  ink  divi- 
sion to  Kawamura  in  August  for  $550 
million.  The  raid  was  executed  by 
Dillon,  Read,  but  the  lesson  is  clear 
for  Sato:  "A  lot  of  Japanese  managers 
are  learning  that  a  takeover  battle  is 
not  socially  stigmatic  in  the  U.S.,  and 
that  it  is  an  acceptable  way  of  doing 
business." — Andrew  Tanzer 


Friendly  raider 

I'm  not  a  businessman  who  goe 
the  U.S.  just  for  profits,"  snaps  3 
geru  Kobayashi,  the  multibilhon; 
founder,    president    and  owner 
Shuwa  Co.  Ltd.  (property  assets,| 
billion),  one  of  Japan's  biggest  cc 
mercial  real  estate  developers, 
bayashi,  59,  has  shown  a  voraci 
appetite  for  U.S.  property  since 
yen  began  its  steep  climb  against 
dollar  a  year  ago.  In  August  he  bou 
the  twin-towered  Arco  Plaza  in 
Angeles  for  $620  million,  and  in  S 
tember  paid  $174  million  for  AB 
New  York  City  headquarters, 
told,  Kobayashi  has  spent  $1.6  bill 
on  12  U.S.  properties  this  year,  all  ( 
borrowed  from  Japanese  banks. 

If  not  profits,  then  what?  Thei 
spectacled  property  tycoon  mainta 
he's  countering  Japan's  massive  tr 
surplus  by  investing  long  term  in 
U.S.  "We'll  never  sell  these  bu 
ings,"  he  says.  Of  course,  there 
economic  factors,  too.  The  yen  i 
Tokyo  land  prices  are  at  record  hi| 
Kobayashi,  a  former  shipping  corn 
ny  owner  who  founded  Shuwa 
1957,  borrows  yen  in  Japan  at  a  fi 
rate  of  5.3%  to  5.5.%  and  expect 
yield  of  7.5%  in  the  U.S.,  vs.  just 
on  new  Tokyo  properties.  In  eff< 
Kobayashi  is  betting  the  dollar 
bottomed  out.  If  it  gains,  he  could 
off  debt  faster;  if  the  yen  strength 
more,  his  profit  may  shrink. 

The  banks  lend  him  whateveri 
wants  because  the  value  of  his  1 
and  54  buildings  in  downtown  To 
has  appreciated  vastly — 50%  a  y 
recently.  Shuwa's  headquarters 
worth  $6,346  a  square  foot,  a  twer 


Shuwa  Co.'s  Shigeru  Kobayashi 
Betting  on  the  dollar. 


esting^ouse? 
What  a  bright  way 
to  finance  residential 


developments! 


Westinghouse  is  no  longer  making  washing 
machines,  but  we're  certainly  turning  out 
some  sparkling  financial  packages  for  devel- 
opers of  residential  real  estate. 

Westinghouse  Credit  has  become  a  ma- 
jor innovator  in  financing  land  acquisition, 
development  and  construction  of  master 
residential  projects. 

Whether  you're  planning  detached 
housing  or  condominiums,  small  develop- 
ments or  entire  communities,  our  real 
estate  specialists  can  respond  quickly  to 


create  the  right  package  for  you. 

Find  out  for  yourself  why  we're  one  of 
America's  fastest  growing  resources  for 
business  capital.  A  lender  with  so  many 
satisfied  customers  that  over  60  percent  of 
our  financing  last  year  was  repeat  business. 

For  your  copy  of  the  Westinghouse 
Credit  Guide  to  Creative  Financing,  write 
to  Betty  Adler  at  Westinghouse  Credit, 
One  Oxford  Centre,  Pittsburgh,  PA  15219. 

We'd  like  nothing  better  than  to  spin  out 
some  bright,  fresh  financial  thinking  for  you. 


Westinghouse  Credit 


Westinghouse  Credit  Corporation:  Commercial  and  Residential  Real  Estate  Financing 
Corporate  Financing/Leveraged  Buyout  Financing/Asset-Based  Lending/Leasing/Fixed  Asset  Financing 
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fivefold  increase  over  its  1974  price. 
Shuwa's  debt  on  Japanese  properties 
is  $1  billion,  and  the  market  value  of 
the  real  estate  $6.5  billion,  giving  Ko- 
bayashi  a  staggering  net  worth  of  $5.5 
billion. 

Kobayashi  has  a  way  of  keeping 
U.S.  politicians  happy  in  spite  of  his 
aggressive  acquisitions.  After  closing 
the  Arco  Plaza  deal,  he  wrote  a  check 
for  $100,000  and  gave  it  to  the  city  of 
Los  Angeles.  Why?  "There's  a  Japa- 
nese custom  that  when  you  move  into 
a  new  house  you  give  noodles  to  the 
neighbors  to  establish  a  long,  friendly 
relationship,"  explains  the  diplomatic 
developer. — Andrew  Tanzer 


Crime  without 
punishment 

White-collar  criminals  have  am- 
ple resources  and  ability.  We'd 
rather  see  them  working  in  the  com- 
munity making  up  for  their  crimes 
than  sitting  in  Allenwood  doing  laun- 
dry." That's  Herb  Hoelter  speaking, 
director  of  the  National  Center  on 
Institutions  &  Alternatives,  a  non- 
profit group  that  helps  criminals  stay 
out  of  prison  by  proposing  to  judges 
"alternative"  sentences  on  their  be- 
half: community  service,  fines  and 
curfews.  About  half  of  the  800  to 
1,000  cases  per  year  Hoelter  handles 
are  white-collar.  "That's  where  the 
growth  is,"  he  says. 

Hoelter,  36,  began  his  career  as  a 
social  worker  for  the  Niagara  Falls, 
N.Y.  police  department.  Disillu- 
sioned with  the  results  of  the  prison 
system,  Hoelter  returned  to  graduate 
school  and  then  founded  NCIA  to  pro- 
mote more  benevolent  punishment. 
NCIA's  $1.5  million  annual  budget 
comes  from  contributions  and  fees 
from  white-collar  clients  who  gener- 
ally pay  up  to  $75  an  hour  for  the  help. 

NCIA's  clients  are  not  idealists. 
They  are,  in  the  main,  losers  trying  to 
stay  out  of  prison.  Many  succeed.  Like 
fashion  designer  Stanley  Blacker,  who 
pleaded  guilty  to  insurance  fraud; 
Clyde  Meltzer  of  Marc  Rich  &.  Co.,  an 
admitted  tax  evader;  and  Solomon 
Weiss,  former  top  executive  at 
Warner  Communications,  who  was 
convicted  of  racketeering,  fraud  and 
perjury.  Not  one  did  time  in  prison. 
Other  NCIA  clients  aren't  so  lucky. 


NCIA's  Herb  Hoelter  in  a  "food  hank" 
A  service  for  losers,  not  idealists. 

Former  Deputy  Secretary  of  Defense 
Paul  Thayer  of  LTV  Corp.,  who  plead- 
ed guilty  to  insider  trading,  spent  14 
months  at  a  federal  minimum  securi- 
ty prison  in  Big  Spring,  Tex.  Another 
client,  R.  Foster  Winans,  the  Wall 
Street  Journal  columnist  convicted  of 
insider  trading,  also  received  a  prison 
sentence,  although  he  is  free,  pending 
his  appeal  to  the  U.S.  Supreme  Court. 
Hoelter's  latest  client?  Reportedly 
Dennis  Levine,  the  confessed  insider 
trader. — Barbara  Kallen 


Gavel  time  in  Africa 

For  a  small  country,  we  have  big 
ambitions,"  says  Mansel  Edwards, 
58,  a  tobacco  auctioneer  who  spent 
$12.5  million  to  build  the  world's 
largest  tobacco  auction  floor,  in  Har- 


are, Zimbabwe's  capital.  "And  \ 
not?  We  have  a  fine  product  to  sej 

Harare?   Zimbabwe?   In  the 
days — before  1980 — when  Zimbal 
was  called  Rhodesia  and  Harare 
Salisbury,  the  country  was  sea 
only  to  the  U.S.  as  a  producer 
exporter  of  tobacco.  Then  came 
Marxist  government  of  Prime  Mil 
ter  Robert  Mugabe.  After  years  of 
nomic  decline,  investors  became  e 
more  alarmed  by  Mugabe's  camp; 
pledges  to  nationalize  businesses, 
bacco  exports  plunged;  restriction) 
foreign  exchange  made  it  difficull 
growers  to  purchase  equipment, 
day  Brazil  is  second  in  tobacco. 

But  times  change,  and  even  Ml 
ists  sometimes  see  merit  in  cap 
ism.  With  Zimbabwe's  economy 
guishing,  Mugabe  has  eased  som 
his  restrictions  and  now  appare: 
views  Zimbabwe's  $250  million 
bacco  industry  as  the  best  hope  tc 
critical  hard-currency  revenues. 

Result?  Investment  is  flowing  b 
into  Zimbabwe,  along  with  wh 
who  are  fleeing  neighboring  South 
rica.  Edwards'  Tobacco  Sales  F1 
Ltd.,  with  its  new,  computerized  ; 
tion  house,  has  consolidated  al 
Zimbabwe's  tobacco  auctions,  1 
between  March  and  October.  The 
cility,  built  with  capital  borro 
from  local  financial  institutions, 
handle  16,000  bales  a  day,  more  t 
any  of  the  537  auction  warehouse 
the  U.S.,  which  generally  can't  hai 
over  1,500  bales  a  day. 

When  Edwards  visited  the  U.S 
1984,  he  was  struck  by  the  "dingy 
outdated"  tobacco  warehouses.  "V 
all  their  technology,"  he  says,  j 
Americans  could  learn  a  few  th 
from  us." — Pranay  Gupte 


Mansel  Edwards  of  Tobacco  Sales  Floor  Ltd.  on  the  floor  in  Harare 
Even  Marxists  sometimes  see  merit  in  capitalism. 


5UT  also  Chemicals,  plastics... 


THIS  IS  THE  NETHERLANDS:  Not  only  the 
second  largest  exporter  of  agricultural  products  in 
the  world,  but  also  a  major  manufacturer  and 
exporter  of  industrial  and  consumer  items.  Many 
U.S.  corporations  manufacture  in  the  Netherlands 
for  their  international  markets,  including: 

•  INTERNATIONAL  FLAVORS  AND 
FRAGRANCES— exports  flavors,  fragrances  and 
aroma  chemicals  worldwide  from  its  three  Dutch 
plants,  representing  its  largest  overseas  investment. 

•  WITCO  — manufactures  white  oils  and  other 
specialty  chemicals  for  Europe,  Africa  and  Asia  in 
Koog  a/d  Zaan,  its  largest  overseas  investment. 

•  GENERAL  ELECTRICS  PLASTICS 
GROUP— supplies  Europe,  Asia  and  Africa  with 
engineering  thermoplastics  from  Bergen  op 
Zoom,  GE's  largest  overseas  investment. 


I  The  Netherlands  29.3 

West  Germany  21.2 
France  20.9 
United  Kingdom  20.8 
|  Belgium  20.0 

1985  RATES  OF  RETURN  (%)  ON  U.S.  INVESTMENT 


The  average  rate  of  return  on  U.S.  direct  invest- 
ment in  the  Netherlands  has  been  much  higher 
than  the  European  norm  throughout  the  1980s. 

ARE  YOU  IN  THE  NETHERLANDS  YET? 

If  not,  please  contact: 
Mr.  Pierre  Dobbelmann 
Industrial  Commissioner 
Netherlands  Industrial  Commission 
One  Rockefeller  Plaza 
New  York,  NY  10020 
(212)  246-1434 


The  Netherlands 


Right  f, 
° in  the 
Center. 


This  announcement  is  published  by  Gavin  Anderson  &  Company,  which  is  registered  as  an  agent  of  the  Government  of  the 
Netherlands  This  material  is  filed  with  the  Department  of  Justice,  where  the  required  registration  statement  is  available  for  public 
inspection  Registration  does  not  indicate  approval  of  the  contents  by  the  United  States  Government 


AIR  FRANCE  ANNOUNCES 

A  SUITE  REWARD 

FOR  BUSINESS  TRAVELERS. 


Now  when  you  take  a 
vantage  of  the  Air  Franc 
Executive  Traveler's  Pr 
gram,  you  get  a  luxury  suit 
for  the  price  of  a  regulc 
room. 

If  you're  doing  busine. 
in  Paris  anytime  betwee 
now  and  March  31st,  here 
one  very  compelling  reasc 
to  fly  on  Air  France. 

Our  Executive  Traveler 
Program. 

It  gives  you  2  nights  in 
luxury  one-bedroom  suite  e 
the  exclusive  4-star  delu> 
Hotel  Westminster  for  th 
price  of  a  regular  room. 

In  addition  you  also  get: 

•  Private  chauffeured 
limousine  from  airport 
to  hotel. 

•  We/come  cocktail  in 
"Les  Chenets"  Lounge. 

•  A  dinner  at  the  Hotel 
Westminster's  superb 

"Le  Celadon"  restaurant". 

•  Daily  continental  breakfa. 
and  International  Herald 
Tribune. 

•  Spec/a/  extension  rates 
available. 

To  top  it  off,  there's  noexti 
room  charge  for  a  secor 
person  sharing  the  suite. 

Package  price  is  $4C, 
(excluding  airfare).  Forfrt 
brochure  call  your  Trav 
Specialist  or  Air  France  r 
tionwide  1-800-AF-PAR 
In  New  York  212-247-011 

A  PARTNER  IN: 

UNITED'S  MILEAGE  PLUS  ANL 

CONTINENTAL'S  TRAVELBAN 


AIR  FRANCE  // 

US  SHOW  YOU  OUR  FRAN 


*Beverages  are  not  included. 


ales  of  the  Capitalist  Tools  in  Japan,  land  of  geishas  and 
lodzillas,  Walkmans  and  shoguns,  cameras,  kamikazes,  karate, 
umurai,  sushi,  tea  ceremonies  and  240Zs. 

Rising  sun 
meets  rising  temple 
and  riding  capitalists 


ELL,  THERE  THEY  WERE,  all  right,  just 

]  e  the  man  said. 
Lined  up  all  in  a  row,  asparkle  in 
B  brilliance  of  an  early  Tokyo  morn- 
(e,  60-odd  full-dress,  chrome-be- 
bcked,  baroque,  baadaass  Harley-Da- 
"dsons.  And  right  beside  them,  ca- 
i  ising,  polishing  and  mainly  just  showing  off  these  wide- 
neeled  beauties,  60-plus  members  of  the  All- Japan 
1  irley-Davidson  Owners  Association,  also  known  as  the 
]  rigs  of  the  Highway  Club,  also  known  as  the  Harley 
I'ightly  Society. 

The  Japanese  Harley  riders  were  done  up  in  California 
i  ghway  Patrolmen  uniforms,  complete  with  white  pants 
t  :ked  into  knee-high  boots,  starched  blue  shirts,  thin  ties 
i  d  gloves  folded  neatly  under  epaulettes.  They  had  po- 
l!e-style  helmets,  too,  with  real  police  badges  on  them. 

But  a  little  more  about  the  bikes:  Many  had  sirens  and 
ivolving  lights.  One  was  fitted  out  with  a  hand-tooled 
Astern  saddle  that  would  have  done  Trigger  proud.  An- 
( ler  had  a  television  set  in  the  sidecar,  h^^hhhkhh 
5  veral  were  equipped  with  cellular  tele- 
;  ones  and  compact  disk  players. 

The  cheapest  had  to  cost  double  the 
IS.  price.  Several  would  have  topped 
i  0,000.  "More  expensive  than  a  Cadil- 
h  limousine,"  one  club  member  said, 
I  )udly  slapping  the  fender  of  his  hog — 
c  massive  Harleys  are  affectionately 
i  med. 

These  well-to-do  desperadoes,  along 
■  th  hundreds  of  other  less  eccentric 
i  k,  had  congregated  in  a  Tokyo  suburb 
]  t  July  26  to  meet  and  greet  Malcolm  S. 
li  rbes  and  his  Ail-American  Motorcycle 
1  mg,  the  Capitalist  Tools,  who  were 
1  ginning  the  Forbes  Friendship  Tour  of 
}  >an. 

The  Forbes  voyages — by  Harley  Da- 
Ison  and  hot-air  balloon — have  by  now 
come  famous  far  beyond  the  realms  of 
cers,  balloonists  and  businessmen.  I 
ilized  that  when  I  mentioned  to  a 
ighbor,  a  Long  Island  housewife,  that  I 
is  off  to  motorcycle  in  Japan,  and  her 
hesitating  response  was:  "Oh,  just 
e  Malcolm  Forbes." 
In  recent  years,  Capitalist  Tool  teams 


By  Clifford  D.  May 

Photography  by 
Alain  Guilioa  Gerard  Bahuchet 
Robert  Forbes 


West  is  China,  LA  is  Far  East 


have  journeyed  through  Russia,  Chi- 
na, Pakistan,  Egypt,  Thailand,  Malay- 
sia and  all  of  Western  Europe — places 
where,  as  MSF  put  it,  "we  had  an 
interest  and  thought  we  might  not  do 
too  much  damage." 
>o»HHHMn  Part  of  the  reason  for  the  current 
odyssey,  MSF  was  soon  to  explain  to  about  75  million 
Japanese  at  innumerable  receptions  and  in  television,  mag- 
azine and  newspaper  interviews,  was  to  demonstrate,  dur- 
ing a  time  of  rising  economic  friction,  the  underlying 
warmth  and  communality  that  the  American  and  Japanese 
people  feel  for  one  another. 

As  for  the  friction,  that  is  largely  the  consequence  of 
Japan's  black  belt  mastery  of  the  martial  arts  of  capitalism. 
"Japan  probably  has  the  strongest  economy  in  the  world 
today,"  MSF  pointed  out,  "with  a  per  capita  GNP  that  will 
soon  exceed  that  of  the  U.S." 

Japan's  factory  wages  are  already  12%  higher  than 
America's  at  recent  rates  of  exchange,  according  to  a 
mmii^HHaBB  Japanese  study.  There  are  now  1,860  Jap- 
anese subsidiaries  in  the  U.S.  Japanese 
products  crowd  American  stores,  garages 
and  households. 

Meanwhile,  the  sale  of  American 
goods  and  services  to  Japan  has  not  kept 
pace,  and  that  has  led  to  pressures  in 
Washington — pressures  likely  to  in- 
crease sharply  as  the  electoral  season 
draws  near — for  tariffs,  quotas  and  other 
restrictions  designed  to  lessen  the  huge 
trade  imbalance. 

The  debate  is  complicated,  its  implica- 
tions far-reaching.  But  "it  can  best  be 
resolved  in  an  atmosphere  of  friend- 
ship," said  MSF,  "with  all  of  us  recogniz- 
ing that  the  relationship  between  Japan 
and  the  U.S.  has  become  a  matter  of 
enormous  consequence  to  the  entire 
world." 

The  other,  more  obvious  reason  for 
this  journey  was  just  to  have  a  spectacu- 
larly fine  time  exploring  a  society  that, 
despite  its  commercial  penetration  into 
our  daily  lives,  remains  remarkably 
murky  in  the  American  imagination,  a 
kaleidoscope  of  geishas  and  Godzillas, 
Walkmans  and  shoguns,  cameras,  kami- 


kazes,  karate,  samurai,  sushi,  tea  ceremonies  and  240Zs. 

Along  with  those  symbols  go  such  apparent  anomalies 
as  Japan's  renowned  postwar  passion  for  baseball  and  the 
All-Japan  Harley-Davidson  Owners  Association:  familiar 
forms  with  exotic  content,  American  images  reflected  in 
funhouse  mirrors. 

A  hot-air  balloon — the  one  built  for  this  tour  was  in  the 
shape  of  the  Golden  Temple  of  Kyoto — would  serve  as  our 
sky-high  greeting  card  and  letter  of  introduction.  The 
motorcycles,  as  any  rider  can  tell  you,  would  provide  an 
intimacy  with  the  environment  that  no  other  means  of 
transportation  can  begin  to  approach. 

Getting  to  Japan  was  certainly  part  of  the  fun.  Most  of 
the  gang  flew  over  on  the  Capitalist  Tool,  Forbes' 
"money-green  and  gold"  Boeing  727. 

Once  you've  flown  in  the  Tool,  going  merely  first  class 
on  a  commercial  carrier  seems  about  as  luxurious  as  riding 
the  New  York  subway  on  a  Monday  morning.  Travelers 
recline  in  oversized  leather  easy  chairs  in  a  plushly  carpet- 
ed salon.  A  telephone  folds  out  of  the  wall  by  MSF's 
recliner.  A  video  machine  with  several  headphones  is 
available  for  entertainment.  The  meals  are 
not  quite  your  standard  airline  fare:  I  recall 
in  particular  the  poached  salmon,  the  filet 
mignon  with  wild  rice,  the  Chateau  Mar- 
gaux  1978  and  the  chocolate  candies  oozing 
Armagnac. 

Overall,  it  was  less  like  flying  than  like 
spending  the  day  in  the  living  room  of  a 
gracious  host.  When  it  was  time  to  leave, 
however,  we  found  ourselves  halfway 
around  the  world  at  Tokyo's  Narita  Airport, 
where  signs  on  the  luggage  carts  touched  on 
the  tour's  theme:  "Import  now.  Imports 
bring  us  together." 

Heading  toward  town  by  bus  I  caught 
sight  of  a  fantasy  castle  right  out  of  Disney- 
land. "What's  that?"  I  asked  Machiko  Ishi- 
bashi,  a  Japanese  journalist  who  would 
serve  as  our  guide  and  interpreter.  "Disney- 
land," she  answered.  "Tokyo  Disneyland. 
It's  been  open  about  three  years  now.  It's  i^^^Hnm 
very  popular." 

The  city,  as  we  bored  slowly  into  it,  creeping  along  in 
dense  traffic,  seemed  huge,  modern,  crowded,  unfathom- 
able, yet  somehow  orderly,  too.  Gas  station  attendants 
wore  uniforms,  colored  shirts,  bow  ties  and  caps.  Taxi 
drivers  wore  white  shirts,  ties  and  white  gloves.  The  taxis 
had  little  Japanese  lanterns  on  the  roofs,  and  doors  that 
opened  and  shut  by  driver-controlled  buttons. 

There  were  gabled  temples,  mysterious  shrines  and 
houses  with  glazed  roofs.  But  these  structures  were  over- 
whelmed by  the  many  buildings  resembling  concrete  fil- 
ing cabinets,  all  apparently  designed  by  the  same  school  of 
architecture  that  has  given  the  world  most  of  its  hospitals, 
high  schools  and  minimum  security  prisons. 

We  passed  billboards  advertising  Coke  and  Rambo — at 
least  some  American  products  have  caught  on — and 
watched  joggers  out  for  their  afternoon  run  by  the  massive 
stone  wall  surrounding  the  palace  of  the  emperor:  the  very 
same  emperor  who  ruled  this  island  nation  when  World 
War  II  began. 

"What  a  stroke  of  conciliatory  brilliance  it  was  on  the 
part  of  General  Douglas  MacArthur  to  have  recognized  the 
emperor's  role  within  Japanese  culture  and  to  have  left 
him  in  place  at  the  end  of  the  war,"  commented  Christo- 
pher Forbes  (better  known  as  Kip),  associate  publisher  of 
this  magazine. 


In  Japan,  a  "Harley  is 
a  wild  horse" 


Kip  was  often  to  occupy  the  passenger  seat  on 
motorcycle  driven  by  his  brother  Robert  L.  Forbes, 
executive  in  the  corporation's  real  estate  division,  vi 
coordinated  the  Friendship  Trip. 

Other  members  of  the  gung-ho  goodwill  gang  were  Co 
tis  Cleland — also  (confusingly)  nicknamed  Kip,  Forbn 
director  of  physical  fitness;  Denny  Fleck,  director 
Forbes'  Balloon  Ascension  Division;  Jim  LaCirignol 
Forbes'  International  ad  director;  Nick  Ienatsch,  motorql 
cle  racer  and  features  editor  of  the  California-based  Motq 
cyclist  magazine;  Kenichi  Katayama — just  plain  Ken  I 
us — a  former  Japanese  motorcycle  racer  now  working  fj 
RCA  in  Japan;  Dave  Stein,  super  bike  mechanic  in  chart 
of  the  Forbes  cycle  fleet,  and  myself,  the  Keeper  of  the  La 

Our  first  full  day  in  Japan  was  spent  mostly  attendij 
receptions,  press  conferences  and  meetings.  At  oj 
point  I  arrived  late  at  what  I  thought  was  a  gathering  i 
local  reporters.  About  70  people  sat  in  a  small  auditorim 
across  from  MSF  and  the  gang.  It  turned  out  this  was  on 
the  staff  responsible  for  organizing  and  conducting  tl 
Forbes  Friendship  Tour. 

A  multitiered  management  chart  was  di 
played.  Teams  rose  and  bowed  as  they  we 
introduced.  Here  was  the  two-man  "weatj 
er  observation  staff"  (please  hold  your  a) 
plause  until  the  end);  the  four-man  rece 
tion  team;  the  seven-man  headquartfl 
team;  the  three-man  general  affairs  teal 
And  so  it  went. 

"Talk  about  orchestrated,"  said  Bt 
Forbes.  "Sneeze  and  there  will  be  somebcx 
in  place  to  say  gesundheit." 

We  left  the  hotel  at  5  on  a  Saturday  mon 
ing — MSF  tends  to  be  an  early  riser — as 
cool  gray  dawn  was  breaking  over  the  caj 
tal.  We  headed  toward  the  suburban  socq 
field  where  the  Golden  Temple  balloon  wl 
scheduled  to  make  its  first  flight. 

MSF  had  thought  long  and  hard  abo1 
what  sort  of  balloon  would  be  most  appn 
priate  as  a  symbol  for  this  tour.  Mount  Fit 
came  to  mind  first,  but  a  structure  with 
broad  base  and  a  sharp  peak  would  make  a  poor  flyii 
machine.  A  replica  of  the  Buddha  was  considered  ai 
rejected.  It  might  give  offense  to  deflate  and  tread  upon , 
At  last  came  the  idea  of  the  Golden  Temple,  Kinkaku-i 
Japan's  most  famous  house  of  Buddhist  understanding  ai 
practice. 

Like  MSF's  other  special  balloons,  this  one  had  bei 
built  by  the  English  master  craftsman  Don  Camera 
Cost:  about  $70,000.  It  had  been  sent  directly  from  Brita 
to  Japan  with  no  opportunity  for  MSF  to  test  it.  Therein  1J 
seeds  of  danger,  since  Forbes-san  no  less  than  our  Japane 
hosts  would  have  viewed  it  as  a  serious  loss  of  face  if  tl 
balloon  had  failed  to  fly  properly. 

In  the  event,  however,  the  balloon  could  not  have  b 
haved  better.  At  7:02,  with  spectators  and  television  crei 
on  hand,  MSF  and  Denny  caused  the  Temple  to  levita 
into  a  foggy  sky. 

The  rest  of  us  hopped  on  the  chase  bus  and  rao 
through  the  narrow  suburban  streets  after  it.  The  immec 
ate  neighborhood  appeared  comfortable  though  crowde 
Small  houses  were  pressed  together  cheek  by  jowl,  son 
separated  by  walls  or  fences.  Cars  sheltered  under  eave 
Gardens  grew  on  rooftops. 

I  pegged  this  as  a  middle-class  area,  but  Machiko  said  n 
the  neighborhood  was  largely  inhabited  by  wealthy  bus 
nessmen  and  foreign  diplomats.  The  average  price  offl 


* 


Never  a  pothole 


house  here,  she  estimated  after  con- 
sultation with  other  staffers,  would 
be  between  $750,000  and  a  million 
dollars. 

Just  before  8  o'clock,  the  Golden 
Temple  settled  easily  on  the  bank  of 
the  Tama  River,  a  placid  stretch  of 
water  that  wends  its  way  through  the 
outskirts  of  Tokyo.  MSF  was  sur- 
rounded by  gaggles  of  admiring  chil- 
dren and  batteries  of  cameras,  two  of 
his  favorite  categories  of  companion. 

"I  thought,  'Why  is  the  Golden 
Temple  in  the  sky?'  "  said  Masashiko 
Tanaka,  a  12-year-old.  "It  should  be  in 
Kyoto." 

"It  was  just  like  E.T.,"  10-year-old 
Shinobu  Tomaki  said  enthusiastical- 
ly. "Like  when  they  flew  on  the  bicy- 
cle. It  must  be  wonderful  to  see  the 
ground  from  the  sky." 

Many  of  the  kids,  I  noted,  wore  T 
shirts  with  inscriptions  written  in  En- 
glish. Or  something  closely  akin  to 
English.  For  example,  one  read: 
"Come  on  Sport  Stage.  Healthy  Body 
and  Clear  Mind.  Be  In  High  Spirit." 
On  a  pair  of  jeans  was  a  patch  reading: 
"Ever  blue  jeans.  All  ever  blue  prod-  ■mmmm^mmbmh 
ucts  can  bring  you  entire  satisfaction." 

Now,  in  truth,  we  had  already  had  some  warnings  about 
the  mutations  that  English  has  been  undergoing  in  Japan. 
Bob  Forbes  had  sent  each  member  of  the  gang  a  copy  of  the 
novel  Ransom,  by  the  talented  young  American  author  fay 
Mclnerney. 

The  main  character  is  a  young  American  studying  kara- 
te in  contemporary  Kyoto.  Among  the  conundrums  he 
ponders  are  shopping  bags  emblazoned  with  cryptic  En- 
glish messages  such  as  "Funky  babe:  Let's  call  a  funky  girl 
'funky  babe.'  Girls,  open-minded,  know  how  to  swing. 
Love  to  feel  everything  rather  than  think.  They  must  all  be 
nice  girls."  So  this  was  real,  not  just  a  fictional  invention. 

It  was  also  in  Ransom  that  we  had  been  introduced  to  the 
All-Japan  Harley-Davidson  Owners  Association,  which, 
Mclnerney  wrote,  is  "composed  of  some  thousand  bikers, 
most  of  them  pillars  of  the  community  throughout  the 
working  week,  who  on  Saturday  morning  dressed  up  in  Los 
Angeles  Police  Department  uniforms  to  ride  their  Harleys 
en  masse." 

Our  first  meeting  with  the  A.J.H.D.O.A.  had  come  that 
Saturday  afternoon.  Yoshiaki  Ando,  the  club's  67-year-old 
president,  explained  the  existence  of  the  organization  by 
noting  that  "hobbies  have  no  borders." 

The  club,  he  said,  has  650  members  in  16  chapters 
throughout  the  country.  Why  did  he  prefer  a  Harley- 
Davidson  to  the  many  fine  and  less  expensive  Japanese 
motorcycles?  "A  Harley,"  he  said,  "is  a  wild  horse.  Japa- 
nese bikes  are  all  tame." 

The  riders  eagerly  posed  for  pictures  with  MSF  and 
seriously  examined  our  bikes  as  well  as  each  other's.  "Just 
like  American  Harley  owners,"  noted  Bob.  "They  like  to 
case  each  other's  Harley  trimmings." 

Three  o'clock  Sunday  morning  came  around  awfully  fast 
but  all  of  us  were  awake  by  then,  heading  out  of  Tokyo 
once  more.  Even  at  this  ludicrous  hour  there  were  plenty 
of  cars  and  trucks  on  the  roads.  We  passed  a  skyscraper 
with  a  giant  replica  of  a  bulldozer  on  its  roof  and  another 
building  in  the  shape  of  a  rocket  ship.  "Space  Shuttle 


Hotel,"  read  the  sign. 

Misty  mountains,  the  kind  seen 
Japanese  paintings,  came  into  vie 
The  roads  narrowed.  The  smell  of  c 
fee  wafted  temptingly  from  hous 
and  restaurants.  We  passed  anotl 
hotel,  this  one  labeled  "Pasadei 
That's  Where  The  Night  Begins." 

Our  destination  was  Mount  Fi 
and  it  was  Denny  who,  around  5| 
first  spotted  it,  a  charcoal  outli 
against  a  burnished  metal  sky. 
12,386  feet,  Fuji  is  less  than  half 
tall  as  Mount  Everest  (29,028  fee 
and  considerably  smaller  than  cith 
Kilimanjaro  (19,340  feet)  or  the  Mj 
terhorn  (14,692  feet).  But  it  stan 
alone  rather  than  within  a  range 
towering  peaks  and  so  gives  an  d 
pression  of  Alpine  majesty. 

The  road  twisted  up  and  aroui 
sharply.  The  landscape  was  lush 
green,  Japan's  rainy  season  having  ju 
come  to  an  end.  A  sign  advertis 
"HOW,"  which  turned  out  to  be  t 
acronym  for  Humanity  Openi] 
World.  And  that,  I  was  later  told, 
the  name  of  a  ski  resort.  No  one  h 
hmmmcm^hm     any  further  explanation. 

At  the  foot  of  Mount  Fuji,  statues  of  animals  in  poli 
uniforms  pointed  the  way  into  a  parking  lot  and  towa 
Nipponland,  an  amusement  park. 

Denny  shouted:  "I've  got  a  song  here  for  Mount  Fuji,  t 
Mount  Fuji  song."  His  motorcycle  just  happened  to 
equipped  with  a  computerized  synthesizer  capable  of  bl; 
ing  out  any  of  about  70  programmed  melodies.  No  memb 
of  the  A.J.H.D.O.A.  could  match  that. 

Representatives  of  Japan's  leading  balloon  club  we 
already  on  hand,  laying  out  about  eight  conventional) 
shaped  balloons,  most  of  which  would  go  up  attached 
tethers. 

Once  again  Kinkaku-ji  rose  smartly.  And  as  the  wit 
died  out,  the  Temple  hung  in  the  sky  alongside  Fuji  as  if  ( 
a  great  hook.  The  mountain  peak  was  now  complete 
cloudless,  unusual  at  this  time  of  year.  Whatever  gods  ru 
on  Mount  Fuji  evidently  know  a  photo  opportunity  wh< 
they  see  one. 

The  clouds  had  reclaimed  the  mountain  by  8:15  wh< 
we  rolled  out.  Our  next  stop  was  a  rural  home  for  tl 
mentally  retarded,  where  we  showed  off  the  bikes  to  i 
enthusiastic  and  appreciative  audience.  I  read  the  T  shirt 
One  said:  "Big  Man's  Life  Style.  Cat  Drink  Whiskey." 

MSF  made  a  donation  of  1  million  yen — about  $6,000 
to  the  home.  It  was  actually  his  second  philanthrop 
gesture  of  the  trip.  During  the  cross-Pacific  voyage  we  hi 
put  down  for  fuel  on  Wake  Island,  site  of  the  famous  Wor. 
War  II  battle,  and  now  a  U.S.  air  base.  There  is  little  in  tl 
way  of  diversions  on  Wake,  a  tiny  atoll  with  no  indigenoi 
population.  The  base  commander  mentioned  that  tl 
troops  hoped  someday  to  get  a  satellite  dish  so  they  coui 
receive  American  television.  So  far,  however,  that  appn 
priation  had  not  been  included  in  Reagan's  expanded  c 
fense  budgets.  To  the  commander's  astonishment,  M5 
promised  to  send  the  base  a  dish  as  a  present. 

We  drove  southwest  among  neat  fields,  small  village 
and  large  industrial  parks.  Traffic  on  the  two-lane  highws 
grew  heavy  and  the  air  became  muggy  and  hot.  Denr 
played  "Zip  A-Dee-Doo-Dah"  on  the  synthesizer,  whic 
sounded  like  a  carnival  carousel. 
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They  loved  the  hot-air  greeting  card 


"Interesting  road,"  said  Bob,,  when  we  stopped  for  lunch 
at  a  roadside  restaurant.  "Some  of  it  looks  like  national 
forest  and  some  of  it  looks  like  Route  22  in  Union,  N.J." 
That  was  particularly  true  from  where  we  were  sitting. 
Through  the  window  on  our  right  were  steep,  terraced, 
green  hills  fringed  by  thick  copses  of  trees.  To  the  left  rose 
a  forest  of  smokestacks. 

We  gazed  from  one  view  to  the  oth- 
er as  we  ate  our  lunches,  assorted  su- 
shi in  lacquered  boxes  or  Japanese 
hamburgers.  MSF  capped  off  the  meal 
with  a  candy  bar  called  President's 
Lunch.  The  wrapper  boasted  that  the 
sweet  contained  "260mg  high  desert 
bee  pollens." 


The  road  swung  down  to  the  edge  of 
the  seashore,  where  piles  of  con- 
crete, shaped  like  the  jacks  children 
used  to  play  with,  guarded  against  fur- 
ther encroachment  by  the  ocean.  Vil- 
lages squeezed  between  the  water's 
edge  and  the  steep,  wooded  hills  that 
trailed  inland. 

We  passed  a  hotel  built  in  the  shape 
of  a  pyramid  and  another  in  the  shape 
of  a  cruise  ship.  Atop  what  seemed  to 
be  an  office  building  was  a  replica  of 
the  Statue  of  Liberty.  In  patriotic  sa- 


Mutually  captivated 


lute,  Denny  played  "My  Country  'Tis  of  Thee"  on 
synthesizer. 

By  afternoon  we  were  in  the  Grand  Hotel  of  Hainan 
tsu,  an  industrial  center  sometimes  called  the  Dallas 
Japan.  A  few  of  us  went  for  a  swim  in  the  hotel  pc 
which,  like  every  other  pool  we  were  to  wade  into  in  Jap 
was  no  more  than  three  feet  deep 
any  point.  There  was  a  sauna  a 
steps  away  and  in  one  wall  of 
sauna,  encased  behind  glass,  wai 
television.  So  Bob  and  I  sat  nal 
among  naked  strangers  and  watcl 
an  international  ballroom  danc 
competition.  Men  in  "cat  suits,"  ti, 
pants  and  shirts  with  balloon 
sleeves,  glided  across  a  room  w 
women  in  flouncy  dresses  t. 
showed  generous  expanses  of  b; 
and  thigh.  By  the  time  we  had  worl 
up  a  good  sweat,  the  Japanese  cou 
had  taken  first  prize. 

"The  Japanese  are  among  the  b 
ballroom  dancers  in  the  world,"  no 
Bob,  himself,  by  the  way,  no  stran 
to  the  dance  floor. 

Maybe  Japanese  prowess  in  b. 
room  dancing  shouldn't  seem  surpi 
ing,  but  somehow  it  does,  just  aa 
would  be  remarkable  if  Americi 


owing  into  the  future. 


omotive  •  Electronics 
ense  •  Capital  Goods 


Everywhere,  canned  iced  coffee 


were  to  gain  prominence  in  Kabuki 
theater.  I  couldn't  help  wondering  if  it 
wasn't  part  of  a  larger  pattern:  At 
some  point  after  World  War  II,  the 
Japanese  collective  unconscious  con- 
cluded that  if  success  and  prosperity 
from  here  on  in  meant  abandoning  the 
Genghis  Khan/William  the  Conquer- 
or/Manifest Destiny  approach  and  ac- 
quiring other,  newer  Western  skills 
instead,  then,  by  golly,  they  were  go- 
ing to  acquire  them  all,  from  ballroom 
dancing  to  dress  designing  to 
golfing  to  baseball  to  cost  ac- 
counting. And  a  couple  of  gener- 
ations down  the  road,  that  col- 
lective unconscious  might  have 
added,  we'll  take  on  all  comers 
in  any  of  these  events. 


We  left  Hamamatsu  on  Mon-  Perpendicular  pinball 
day  morning  heading  northwest. 
(I  found  directions  confusing,  consid- 
ering that  China  was  now  to  our  west 
and  California  lay  somewhere  to  the 
far  east.)  Along  much  of  the  highway 
we  had  no  view  at  all:  Metal  walls 
rose  up  along  the  roadsides,  sound 
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,  


English  Japanesed 


'For  sweet  lovers  only" 


baffles  protecting  the  surrounding  vil- 
lages from  the  highway  din.  These 
devices  are  now  common  in  Japan,  a 
country  where  120  million  people — a 
population  more  than  half  as  large  as 
that  of  the  U.S. — are  packed  together 
in  a  space  smaller  than  California. 

We  passed  weathered,  wooden 
houses  and  some  with  aluminum  sid- 
ing intended  to  resemble  weathered  wood.  There  were 
boxy,  prefabricated  apartment  blocks  with  laundry  hang- 
ing from  the  balconies,  factories,  vest-pocket  farms,  green- 
houses covered  in  plastic  sheeting  and  high-voltage  lines 
strung  from  stanchions  that  strode  like  giants  across  the 
countryside. 

There  were  bowling  alleys  advertised  by  three-story 
bowling  pins,  multitiered  golf-driving  ranges  with  nets  as 
tall  as  cathedral  walls  and  a  restaurant  designed  to  look 
like  a  Swiss  chalet.  It  was  called  the  Jodel. 

The  heat  was  mounting,  high  90s  at  least,  and  only  MSF, 
Bob,  Ken  and  I  still  v/ore  our  leather  jackets,  sacrificing 
comfort  for  a  measure  of  safety. 

Gradually,  we  worked  our  way  through  the  thickening 
traffic  into  Nagoya,  the  third-largest  city  in  Japan,  after 
Tokyo  and  Osaka.  The  main  street  was  six  lanes  wide,  and 
in  every  lane  the  cars  crawled  arthritically.  Where  were  all 
these  people  going,  and  where  would  they  park  when  they 
got  there?  A  Japanese  businessman  later  told  me  that 
50,000  cars  park  illegally  in  Nagoya  every  day. 

From  the  sidewalks  and  from  overpasses,  masses  of 
pedestrians  watched  us  and  waved.  Denny  played  them  a 
miniconcert.  Seekers  of  relief  from  the  heat  disappeared 
into  the  Big  Dipper  Dan  Ice  Cream  Shop,  but  none 
emerged  with  a  cone  in  hand.  It  would  be  considered 
unseemly  to  walk  and  eat  at  the  same  time. 

Vending  machines  virtually  lined  the  streets,  dispensing 
everything  from  beer  to  whiskey  to  record  albums  to  girlie 
magazines.  Many  machines  offered  the  popular  Japanese 
soft  drink  Sweat,  or  to  use  the  full  name,  Pocari  Sweat.  It 
wasn't  at  all  bad,  tasting  something  like  Gatorade  mixed 
with  lemon  yogurt. 


We  passed  the  Garage  Inn,  sell 
"used  clothing  and  junk,"  and  tl 
another  boutique  named  Don't.  Th 
was  the  Playboy  Club  of  Nagoya  w) 
an  illustration  of  a  cat  and  the  si 
word  "Let's."  More  intriguing 
any  of  these  was  the  Hotel  Wi| 
promising  "Elegance  and  Sweet." 

By  now,  we  were  seriously  puzzlj 
over  the  significance  of  all  this  ci| 
ous  twisting  and  garbling  of  the 
glish  language.  The  simplest  explaj 
tion,  I  suppose,  is  just  that 
^     most  Japanese,  English  wo) 
are  no  more  than  exotic  desig 
so  the  meaning  is  irreleva 
Would  an  American  buyinj 
Japanese  T  shirt  care  whethei 
was  inscribed  with  a  classic  h 
ku  or  the  motto  "3-Hour  E 
Cleaning"? 
A  more  conspiratorial  theory,  he 
ever,  might  take  into  account  tl 
language  represents  the  most  imp 
tant  set  of  symbols  a  culture  p 
sesses.  And  when  one  society  is  vyi 
to  dominate  another,  it  often  app 
priates  the  other's  symbols,  dra: 
them  of  conventional  meaning  a 
imbues  them  with  new  content. 

How  many  Americans  today  ev 
know  that  Kansas,  Iowa,  Illinois  a 
many  other  states  derive  their  nam 
from  Indian  words?  How  many  kni 
what  those  words  once  meant?  A  f 
decades  hence  will  Americans 
studying  Japanese  English  as  tli 
now  study  Japanese  business  management? 

We  stopped  for  lunch  at  a  brown-shingled  restaur; 
overlooking  a  downtown  canal.  We  sat  on  straw  mats 
to  low  tables  as  waitresses  in  soft  kimonos  served  ui 
local  specialty  called  nabe. 

A  raw  egg  is  cracked  into  a  bowl  and  shredded  horsen 
ish  is  floated  along  the  edges.  Soy  sauce  is  added.  A  bowl 
chicken  broth  is  set  above  a  flame  and  brought  to  a  bo 
Slices  of  fish  cake,  tofu,  mushrooms,  spinach,  cabbai 
carrots,  green  onion  and  other  delicacies  are  cooked  quic 
ly  in  the  broth,  then  swirled  in  the  egg  mixture.  Those 
us  brave  enough  to  try  it  invariably  enjoyed  it. 


Although  Nagoya  is  a  big  city, 
■e 


big  city,  gaijin — the  Japan* 
Lequivalent  of  gringos — are  evidently  rare.  We  had  se 
few  in  the  streets,  and  our  waitresses  were  anything  t 
blase  about  having  us  in  their  establishment.  At  one  poL 
without  warning,  one  middle-aged  waitress  pressed  \ 
cheek  against  my  beard  and  rubbed,  just  to  see  what  t 
furry  little  beast  felt  like,  I  guess.  That  sent  the  odi 
waitresses  into  torrents  of  giggles.  Though  they  prin 
covered  their  mouths  with  their  hands,  the  secret  was  o 
The  Japanese  are  not  nearly  so  shy  as  they  pretend. 

We  spent  the  night  at  a  hotel  overlooking  Nagoya  C. 
tie,  a  17th-century  fortress  where,  Machiko  told  us,  mu 
of  the  television  miniseries  Shogun  was  filmed.  With 
deep  surrounding  moat  and  the  golden  dolphins  on  t 
roof,  the  castle  seemed  an  inspiring  pocket  of  traditi 
among  the  towers  and  cranes  and  geometric  monotony 
the  surrounding  city. 

We  were  in  a  soccer  field  by  7  a.m.  Tuesday.  MSF  v* 
giving  rides  in  the  Golden  Temple  and  Capitalist  Tc 
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balloons  to  a  group  of  children.  Other  members  of  the  gang 
were  hoisting  kids  up  on  the  motorcycles  for  photographs, 
horn  honking  and  maybe  a  ride  around  the  field.  All  the 
kids  were  energetic,  enthusiastic  and  great  fun  to  play 
with.  All  of  them  also  happened  to  be  afflicted  by  serious 
ailments.  They  lived  at  a  hospital  where  they  survived 
only  by  being  routinely  hooked  up  to  kidney  dialysis 
machines. 

Several  members  of  the  A.J.H.D.O.A.  had  shown  up,  in 
California  Highway  Patrolmen  uniforms  as  always.  One 
sat  on  a  bench  waving  a  Japanese  fan  in  front  of  his  face. 

When  we  left,  about  a  dozen  of  the  bikers  accompanied 
us.  The  traffic  had  congealed  into  a  nearly  solid  mass  of 
steel.  "There's  no  other  highway  out  of  town,"  Bob  shout- 
ed over  the  engine  roar.  "Imagine:  One  of  the  biggest  cities 
in  Japan,  and  there's  only  one  way  out."  MSF  said  later: 
"They  can't  do  much  about  it,  the  country  hasn't  enough 
good  flat  land.  Think  of  the  uproar  if  they  were  to  use  up 
more  land  for  roads  to  convenience  the  rich." 

Sitting  on  the  Harley  in  the  sun  wa§  like  perching  atop  a 
furnace.  I  shed  my  jacket,  comfort  finally  beating  out 
safety.  MSF,  Bob  and  Ken  more  prudently  kept  their  jack- 
ets on. 

Eventually,  we  entered  Osaka,  a  commercial  hub.  A 
Japanese  businessman  in  Tokyo  had  warned  me  that 
"in  Osaka,  people  run,  they  don't  walk.  They  greet  each 
other  by  saying  'Hi!  Make  any  money  today?'  " 

We  checked  in  at  the  Plaza  Hotel,  stripped  off  our  sweat- 
soaked  clothes  and  headed  for  the  pool,  which  was 
squeezed  onto  a  ledge  on  one  of  the  building's  upper  floors. 
Among  those  romping  in  the  shallow  water  were  several 
American  men  of  colossal  size  and  girth.  They  turned  out 
to  be  professional  wrestlers  on  tour. 

"How's  it  going?"  Kip  Cleland  asked  one.  "Making  five 
grand  a  week,"  he  replied.  I  wondered  if  he  realized  he  was 
using  a  traditional  Osakan  greeting. 

The  next  morning  found  us  in  the  park  by  Osaka  Castle, 
another  well-preserved  remnant  of  ancient  Japan,  where 
MSF  was  again  giving  tether  rides  in  the  Golden  Temple  to 
children,  television  reporters  and  dignitaries,  more  or  less 
in  that  order. 

Beneath  trees  in  which  millions  of  cicadas  noisily 
buzzed,  golfers  practiced  their  short  game.  I  read  a  child's 
T  shirt:  "Bully  Club  Have  a  Good  Time.  Bully  Club:  This 
one,  this  wears.  Elect  by  bully  club  its  the  likely  dress." 

I  had  another  thought  about  all  this  Japlish:  I  was  re- 
minded of  the  poems  Gregory  Corso  and  some  of  the  otfier 
beat  poets  used  to  write,  linguistic  insurgencies  in  which 
the  meaning  of  the  words  was  secondary  to  how  they 
sounded.  Maybe  the  Japanese  were  also  in  pursuit  of  a  pure 
and  abstract  euphony. 

Arguing  against  that,  in  a  way,  is  the  number  of  English 
words  that  colloquial  Japanese  has  absorbed  with  meaning 
intact.  For  example,  a  nise  boi  can  take  his  gain  fiiendu  to 
see  beesu  balu.  Maybe  he'd  also  buy  her  some  buanila 
aisukuriima  or  a  chocoleeto  milseeki,  which  she'd  probably 
spill  right  down  his  way  shatsu,  nekutai  and  burezar. 

We  rode  on  to  Sumakou,  boarded  a  ferry  and  crossed 
Osaka  Bay,  landing  at  the  island  of  Awaji-shima,  where  a 
standing  Buddha  several  stories  tall  guards  the  shore.  The 
island  had  the  look  and  feel  of  a  Japanese  Caribbean:  Palm 
trees  rustled  in  a  balmy  breeze,  sunbathers  frolicked  on  a 
narrow  beach.  Small,  pink  flowers  blossomed  along  the 
roadside.  The  air  smelled  of  fish  as  we  passed  the  Peter  Pan 
Coffee  and  Variety  Shop.  A  suspension  bridge,  under 
which  whirlpools  swirled  violently,  took  us  over  to  the 
larger  island  of  Shikoku. 

Although  I  noticed  a  restaurant  called  Cafe  Maison 


"Whatever  gods  rule  on  Fuji  evidently  know  a  phot 


Lime  Lorry,  English  was  used  more  sparingly  heie. 
passed  through  towns  where  the  houses  had  pagoda  I 
sprouting  not  only  television  antennas — once  the  st 
symbol  for  modernity- — but  also  solar  panels. 

Then  came  a  hotel  called  the  Flamingo  Club,  wll 
slogan  was  "For  Sweet  Lovers  Only."  Later,  I  asked 
what  sort  of  clientele  all  these  bizarre  hotels  attract, 
explained  that  few  unmarried  Japanese  men  or  women 
apart  from  their  families.  At  the  same  time,  premarital 
has  gained  a  substantial  measure  of  popularity  and  act 
tance  in  modern  Japan.  The  "lovers'  hotels,"  theref 
fulfill  a  need  and  do  it  with  enormous  discretion.  Oft 
you  can  park  your  car  underground  behind  a  curtain 
proceed  to  your  room  unaccompanied.  Throughout 
hours  the  guests  stay,  he  said,  they  need  face  no  one  ex( 
maybe  one  old  lady  who  bows  a  lot  as  she  accepts  paym 


le  form  of  cash  or  major  credit  cards, 
ite  in  the  afternoon  we  reached  the  city 
"akamatsu,  sometimes  known  as  the 
;dom  of  Noodles.  There  are  said  to  be 
noodle  manufacturers  and  3,500  noodle 
)s  in  the  prefecture.  Several  members  of 
gang  accompanied  the  crew  to  one  of 
•e  establishments,  where  we  dined  on 

high-carbohydrate  specialty,  washed 
n  by  gallons  of  cold  beer  and  hot  sake, 
fter  dinner,  we  stopped  in  at  a  pachinko 
or.  Pachinko  is  something  of  an  obses- 

in  Japan.  The  game  is  similar  to  pinball 
;pt  that  it's  played  on  a  vertical  surface. 
>u  win,  you  wind  up  with  scores  of  little 
al  balls  that  can  be  exchanged  for 


Kids  in  the  Temple 


prizes — wallets  and  combs  and  such — and 
these  in  turn  can  be  exchanged  for  cash  at  a 
booth  on  a  back  street  nearby. 

This  last  transaction  is  evidently  not 
quite  legal,  so  you  never  see  the  clerk  inside 
the  booth  who  takes  your  merchandise  and 
hands  you  your  yen. 

Some  Japanese  are  so  proficient  at  pachin- 
ko that  they  can  make  a  living  just  sitting  in 
a  parlor  manipulating  the  little  wheel  that 
controls  the  force  with  which  the  balls  are 
released.  I  played  for  a  while  without  really 
understanding  what  I  was  doing.  To  the 
astonishment  of  everyone  I  soon  found  my- 
self 3,000  yen — about  $20 — richer.  I  com- 
mented casually  that  it  was  a  pretty  easy 


game  once  you  got  the  hang  of  it,  and 
silently  I  vowed  never  to  play  again. 

Thursday  morning,  I  ordered  a  tra- 
ditional Japanese  breakfast:  one  raw 
egg,  a  small  block  of  tofu,  a  few  shreds 
of  raw  fish,  several  varieties  of  sea- 
weed and  pickles.  And  if  I  hadn't 
poured  my  tea  into  the  dish  normally 
reserved  for  rice,  none  of  our  Japanese 
companions  would  have  laughed. 

Actually,  I  liked  just  about  all  the 
food  I  tried.  Certainly,  no  other  cui- 
sine compares  with  Japan's  for 
sheer  beauty  of  presentation. 
Japanese  food  is  also,  evidently, 
quite  healthy.  The  people  we 
saw  on  the  streets  each  day 
looked  much  fitter  and  trimmer 
than  most  Americans. 

A  sophisticated  young  Japa- 
nese woman  told  me  that  a  year 
ago  she  began  eating  only  Japa- 
nese food  and  lost  1 2  pounds  in  a 
few  months.  Coincidentally,  a 
cartoon  in  the  morning  newspa- 
per showed  a  paunchy  Western- 
er under  whom  ran  the  inscrip- 
tion: "Gaijin  lose  weight  but  al- 
ways find  it  again." 


Former  PM.  Fukuda 
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One  imported  culinary  cus- 
tom that  the  Japanese  have 
fervently  embraced  is  drinking 
coffee.  Much  is  sold  in  cans,  in 
liquid  form  with  milk  and  sugar 
already  added.  Manhattan  St. 
brand  coffee  pledges  that  those 
who  drink  it  will  "taste  the  hap- 
piness of  New  York."  It  also 
notes  cryptically  that  in 
Gotham  "where  the  streets 
speak  to  you,  something  good 
will  probably  happen." 

By  10  o'clock  we  were  on  an- 
other ferry  heading  back  to 
Honshu.  The  ferry's  large  cen- 
tral cabin  was  adorned  with 
brass  and  crystal,  plastic  flowers 

and  plush  purple  seats;  suitable  for  both  weddings  and  bar 
mitzvahs. 

We  headed  out  of  the  port  into  a  crowded  countryside. 
We  passed  a  diner  named  Warp  and  a  do-it-yourself  shop 
called  My  Re-Home.  We  crossed  a  river  on  a  small  suspen- 
sion bridge  painted  shocking  pink.  The  NASA  hotel,  in  the 
shape  of  a  space  ship,  appeared  ahead.  We  passed  a  motor- 
cycle graveyard  with  parts  piled  up  like  skulls  in  the 
catacombs  of  Paris.  I  noticed  The  Hotel  Part  1  Part  2  and  a 
pachinko  parlor  with  a  statue  of  Godzilla  out  front. 

Road  repair  slowed  us  for  several  miles.  It  occurred  to 
me  that  in  500  miles  we  had  not  seen  one  pothole. 

There  was  something  else  we  hadn't  seen:  graffiti.  Such 
defiant  and  aggressive  self-expression,  Ken  and  Machiko 
explained,  was  simply  un-Japanese. 

Beyond  the  road  construction,  traffic  did  not  substan- 
tially improve.  Kip  Forbes  was  counting  traffic  lights  and 
would  tally  66  before  this  day  was  done.  Denny  said  he 
thought  it  senseless  to  wear  leather  when  it  was  so  hot  and 
we  were  moving  so  slowly.  "Might  as  well  wear  them 
when  you  go  for  a  walk,  case  you  trip  and  fall,"  he  said  in 


Nobel  winner  Hironaka   Harada  of  Matsushita 


that  homey  tone  that  makes  all 
statements  sound  like  kernels 
backwoods  wisdom. 

But  MSF  kept  his  on.  Since  I 
motorcycled  with  him  he  had  ha 
couple  of  close  calls.  In  Montar 
Glacier  National  Park  two  sumrr 
ago  he  hit  a  patch  of  loose  gravel 
went  down,  breaking  three  ribs,  i 
fering  a  collapsed  lung,  a  concuss! 
and  abrasions.   He  had  also  b 
nicked  by  the  Reaper's  scythe  wl 
the  Sphinx,  the  balloon  cl 
structed  for  the  Egypt  trip,  b| 
its  top  2,400  feet  above  >j 
Jersey.  Miraculously,  the  co 
air-filled  chambers  in  the  pal 
head  and  tail  of  the  creat 
slowed  the  descent  to  a  sum 
able  velocity.  MSF  wasn't  ab 
to  let  such  mishaps  discour 
him,  but  he  did  now  appeal 
be  exercising  a  bit  more 
dence  than  in  the  past. 

I  looked  up  and  saw  the  hei 
quarters  of  the  "Japan  Pen  Fj 
League,  director:  Mr.  Yukio 
si."  Farther  along  was  the  Te 
Hamburg  restaurant  and 
Sweet  Lovers  Inn.  We  sped 
through  tunnels  filled  with  a 
air  left  over  from  the  night 
fore  and  then  followed  \ 
twisting  path  of  a  river  throi) 
countryside  that  might  h« 
been  purloined  from  Wyomiij 
The  evergreens  on  the  moi 
tainsides  were  as  soft  and  thj 
as  a  fur  coat.  There  was  a  ro 
side  Buddha  with  a  red  kercb 
tied  around  his  neck,  and  a  p 
trait  of  Mickey  Mouse  smi] 
from  a  storefront. 

We  were  on  fine  motorcy 
terrain  and  were  sorry  to  see  I 
ride  come  to  an  end  as  we  pull 
into  the  town  of  Tottori 
mmm^^m^^^^^^mm  Outside  this  city  are  large  sa 
dunes,  a  mini-Sahara  that  stretches  1 0  miles  east  to  westai 
1.2  miles  north  to  south.  They're  a  designated  nation 
monument  and  an  attraction  for  tourists.  At  5:45  Friri 
morning  MSF  and  crew  prepared  for  a  flight  over  the  dun< 
They  never  saw  them.  With  3,000  people  looking  on,  t 
Temple  and  the  Capitalist  Tool  balloons  got  caught  ir 
strong  wind  that  blew  them  toward  a  set  of  power  lines 
Kip  Cleland,  piloting  the  Tool,  tried  to  come  down  fa 
He  hit  them  anyway. ."I  just  waited  for  the  shock,"  he  sa 
later.  Power  lines  are  probably  the  most  dangerous  obsi 
cle  balloonists  encounter.  It's  not  just  that  they  can  to< 
you.  They  can  also  flip  baskets  over,  spilling  the  occ 
pants.  They  can  scare  people  into  doing  something  foolis 
like  jumping.  In  this  case,  the  shock  didn't  come.  T 
basket  tipped,  but  Kip  and  the  Japanese  filmmakers 
companying  him  held  on  and  prayed.  Eventually,  the  hi 
ket  worked  free  and  bounced  back  to  earth.  Kip  and  i 
passengers  were  merely  scratched  and  shaken. 

MSF,  meanwhile,  had  managed  to  maneuver  the  Gold 
Temple  onto  a  nearby  rice  paddy.  Kids  swarmed  around 
see  but,  he  observed,  they  were  too  well-behaved  to  leal 
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wiss  Bank  Corporation's  key  U.S.  managers 
rov/c/e  the  finest  banking  services  to  our 
\verican  clients. 


At  Swiss  Bank  Corporation,  we 
don't  always  measure  economic 
resources  in  currency.  To  become  a 
foreign  bank  with  one  of  the  larg- 
est operations  in  America,  we've 
learned  to  count  our  human 
resources  first. 

Meet  the  managers  of  our  U.S. 
corporate  banking  operations.  On 
a  regular  basis,  these  key  execu- 
tives from  our  seven  offices  across 
the  country  meet  in  New  York  with 
specialists  from  our  organization 
around  the  world.  Seminars  and 
work  shops  provide  the  forum  for 


a  vigorous  exchange  of  ideas  and 
knowledge.  And  it  consistently 
proves  innovative  and  beneficial. 

From  commercial  to  investment 
to  private  banking,  client  services 
are  broadened.  The  advanta- 
geous aspects  of  nationwide  team- 
work are  heightened.  And  with  it 
all,  our  commitment  to  America  is 
deepened. 

On  measure,  we  count  our 
managers  as  capital  assets.  But  as 
our  client,  you  could  capitalize  on 
our  managing  assets. 
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Unplanned  downer  in  a  rice  paddy 


the  paths  and  trample  on  the  farmer's  crop.  The  balloon 
crew  later  did  their  best  to  restore  the  paddy  to  its  former 
state  and  MSF  paid  the  farmer  for  whatever  damage  might 
have  been  done. 

The  road  to  Kyoto  followed  an  ancient  oxcart  route 
through  hazy  mountains.  The  populace  of  the  area,  largely 
occupied  with  farming  and  timbering,  wore  straw  hats, 
baggy  trousers  and  loose  shirts. 

All  too  soon,  we  were  out  of  this  idyllic  setting  and  back 
on  the  Meishin  Expressway,  again  fighting  the  heat,  smog 
and  traffic. 

Experienced  motorcyclists  develop  their  own  styles  of 
riding.  Some  tend  to  be  fidgety,  constantly  shifting 
position.  Some  seem  to  be  racing,  others  to  lounge.  Nick 
was  now  riding  sidesaddle,  both  legs  hanging  on  one  side  of 
the  bike.  Kip  Cleland  and  Dave  had  propped  their  feet  up 
somewhere  around  the  handle  bars. 
Ken  and  Denny  were  riding  standing 
up,  stretching  their  backs.  As  for  MSF, 
he  was  in  what  seems  to  be  his  favor- 
ite posture:  He  had  set  the  governor 
on  the  throttle,  folded  his  arms  in 
front  of  him  and  was  sitting  motion- 
less, Buddha  on  a  bike. 

Mclnerney  had  written  of  Kyoto  as 
a  "museum  city"  of  temples  and  gar- 
dens. This  was  the  only  time  I  felt 
misled  by  him.  As  we  entered  the 
town,  we  saw  the  same  mix  of  fac- 
tories, office  buildings,  gas  stations 
and  stores  we  had  seen  in  every  other 
city. 


Hot  air  in  cold  ice 


But  as  we  explored,  we  found  that  the  old  Kyoto  d 
survive  just  beneath  this  hard  commercial  crust.  The  « 
still  has  more  than  100  temples  and  shrines.  Buddl 
monks  and  nuns  in  flowing  black  and  white  robes  can 
seen  hurrying  through  the  streets,  rushing,  one  lmagij 
toward  a  rendezvous  with  enlightenment. 

We  set  out  on  Saturday  morning  to  visit  the  real  H 
kaku-ji,  the  ancient  structure  whose  likeness  we  had  bl 
launching  into  Japanese  skies. 

Little  had  MSF  known  when  he  ordered  the  balloon  ( 
he  was  stumbling  onto  a  political,  economic  and  religil 
battlefield.  The  Kyoto  city  government  had  decided  t 
temples  should  pay  taxes  on  admissions  like  other  insti 
tions.  The  Kyoto  Buddhist  Association  had  decided  th 
temple  is  not  like  other  institutions  or  businesses. 

In  protest  of  the  tax,  the  temple  was  "closed  indefinit 
to  public  visitation,"  as  a  sign  on  the  gate  read.  Tail 
Egami,  the  robed,  bespectacled 
urbane  monk  who  serves  as  the  T» 
pie's  secretary  general,  told  me  t 
the  separation  of  church  and  state 
lasted  for  centuries — the  site  of  t 
kaku-ji  was  first  dedicated  as  a 
temple  in  the  15th  century — and  t 
he  was  not  about  to  surrender  t 
independence  now.  He  refused  to 
any  tax. 

MSF  kept  a  diplomatic  silence 
this  internal  affair,  but  secretly,  I  i 
pect,  his  sympathies  were  with 
tax-busting  Buddhists. 

In  any  case,  an  exception  to 
temple  closing  was  made  for  the  C 


PEOPLE  HOW  TO  USE  COMPUTERS* 
WE  MADE  IT  HAPPEN. 

Using  state-of-the-art  satellite  technology,  an  IBM  instructor  can 
now  reach  classrooms  in  as  many  as  twelve  locations  across 
the  country  simultaneously.  To  accomplish  this,  Hughes 
Communications  worked  with  IBM  to  create  ISEN,  the 
Interactive  Satellite  Education  Network.  ISEN  permits  hundreds 
of  geographically  dispersed  students  to  be  fully  interactive 
with  the  teacher,  questioning  and  answering  as  if  they  were 
in  the  same  room! 

Creating  a  sophisticated  system  like  ISEN  was  an  unparalleled  achievement. 
Ordinarily,  no  more  than  one  video  image  can  fit  onto  a  satellite  transponder, 
but  our  engineers  used  digital  compression  to  place  eight  satellite  signals  onto 

a  single  Galaxy  II  transponder  with  room  to  spare.  That  turned  a 
cost-prohibitive  operation  into  a  cost-effective  one.  Moreover,  we  delivered 
ISEN  as  a  complete  turnkey  system,  designing,  implementing,  monitoring  and 
maintaining  a  satellite  network  that  demonstrates  once  again  how  Hughes  is 
improving  the  way  business  communicates. 

The  use  of  Hughes'  satellites  as  part  of  a  video-education  network  is  a 
breakthrough  in  the  field  of  education,  and  it  represents  a  breakthrough  in 
business  productivity,  too.  Banks,  insurance  firms,  high-technology 
companies,  hospitals,  and  schools  around  the  world  can  all  take  advantage  of 
Hughes'  latest  advances  in  satellite  system  technology.  The  world  just  got 
smaller,  and  Hughes  Communications  made  it  happen. 

Reliability,  innovation,  proven  expertise.  Hughes  Communications.  People 
with  extraordinary  requirements  come  to  us  for  extraordinary  solutions. 
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Zen  and  the  art  of  motorcyclist  maintenance 


talist  Tools.  Mr.  Egami  greeted  us  warmly 
and  walked  us  through  the  restful  gardens 
of  flowers,  rounded  stones,  and  mirror- 
smooth  ponds.  The  temple,  we  were  sur- 
prised to  see,  was  almost  exactly  the  same 
size  as  our  floating  reproduction.  Scaffold- 
ing enclosed  it,  as  Mr.  Egami  was  using  the 
opportunity  afforded  by  the  closing  to  carry 
out  a  major  restoration. 

[SF  donated  $5,000  to  the  building  fund 
and  was  awarded  a  plaque,  made  from 
the  charred  remnant  of  the  original  600- 
year-old  temple,  in  gratitude. 

In  Japan  there  are  two  major  religions, 
Buddhism  and  Shinto,  and  most  people, 
rather  than  making  a  choice  between  them, 
simply  practice  both.  Shinto  is  largely  con- 
cerned with  preserving  and  honoring  the 
memory  of  ancestors  and,  in  that  way,  fend- 
ing off  the  oblivion  of  death. 

But  it  is  not  only  ancestors  that  the 
shrines  commemorate.  For  example,  a  Japa- 
nese  woman  who  has  had  an  abortion  may  erect  a  shrine  to 
the  soul  of  the  fetus  and,  from  time  to  time,  even  leave 
toys  there.  The  idea,  a  novel  synthesis  of  the  two  view- 
points so  dialectically  opposed  in  the  West,  is  to  recognize 
that  the  fetus  has  a  soul  deserving  of  prayer,  even  if  that 
soul  was  not  destined  to  be  born. 


Separated: 
and  state 


Shinto  shrines  can  also  benefit  the  livi 
At  a  few  are  statues  with  uncarved  faces 
woman  may  apply  lipstick,  powder  and  c 
er  makeup  to  these  stone  visages.  Coup 
with  prayer,  this  is  meant  to  improve 
looks. 

Buddhism,  by  contrast,  in  particular  \ 
Buddhism,  concerns  itself  with  an  entii 
separate  realm  of  existence. 

In  one  school  of  Zen,  the  disciple  pone 
seemingly  nonsensical  riddles,  the  TO 
famous  of  which  is  "What  is  the  sounc 
one  hand  clapping?"  The  second  Zen  sch 
prescribes  long  periods  of  deep  meditati 
Either  way,  the  aim  is  the  same:  to  free 
mind  from  conventional  modes  of  thinki 
logic  and  sense. 

Of  course,  you  don't  need  to  achieve  I 
satori  in  order  to  derive  benefit  from  mi 
tation.  Even  intense  concentration — the 
cusing  of  all  attention  on  a  single  wore 
image  and  a  step  toward  true  meditatio: 
can  clear  the  mind  of  the  customary  clut 
Any  devoted  motorcyclist  understands  this  intuitivi 
The  real  joy  of  touring  comes  when  the  sensations  and 
stream  of  images,  absorbed  without  effort,  displace 
other  thought.  In  this  way,  there  is  a  zen  to  motorcycli) 
just  as  there  can  be  a  zen  to  archery,  making  tea 
arranging  flowers.  A  similar  idea  was  explored  a  do: 
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merica's  pulp  and  paper  industry  is 
.  a  $96  billion  business.  And  The 
Thoroughbred  of  Transportation  keeps  a  keen 
eye  on  it. 

To  serve  the  industry  better,  Norfolk  Southern 
created  a  transportation  system  called  PDC. 
In  this  growing  network  of  regional  Paper 
Distribution  Centers  throughout  the  East,  South 
and  Midwest,  manufacturers  maintain  paper 
supplies  near  customers,  ready  for  fast  delivery. 

PDC  combines  the  economies  of  long-distance 


rail  transportation  to  warehouses  with  the 
flexibility  of  truck  delivery  to  the  final 
destination.  Because  Norfolk  Southern 
coordinates  the  entire  process  from  origin  to 
destination,  customers  receive  only  one  bill. 

PDC  is  just  one  example  of  how  well  The 
Thoroughbred  understands- and  responds  to- 
an  industry's  special  needs. 

For  more  information  about  PDC,  contact 
Mr.  J.  T.  Brannon,  Jr.,  Market  Manager,  Pulp 
and  Paper  Industries,  (703)  985-6779. 


Forest  Ranger. 
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Tools'  Temple  meets  the  16th  century 


years  ago  by  Robert  M.  Pirsig  in  his  fine  book  Zen  and  the 
Art  of  Motorcycle  Maintenance. 

I  doubt  whether  Mr.  Egami  actually  expected  any  of  us 
to  achieve  satori  when  he  invited  us  to  sit  on  pillows  and 
meditate.  But  he  did  expect  us  to  take  it  seriously.  A  small, 
expressionless  monk  patrolled  the  floor,  carrying  a  long 
stick  used  for  "encouragement." 

W'  hen  the  monk  spots  a  disciple  whose  mind  appears  to 
be  wandering,  he  taps  him  lightly  on  one  shoulder 
with  the  stick.  The  disciple  takes  that  as  a  signal  to  incline 
his  head  sideways  away  from  the  stick.  The  monk  raises 
the  weapon  again  and  applies  two  great  whacks  just  below 
the  shoulder.  He  repeats  the  ritual  on  the  other  side.  Monk 
and  disciple  bow  to  one  another  to  complete  the  ritual. 

The  blows  sting  more  than  they  hurt  and  leave  no 
marks.  They  are  meant  not  to  punish  but  to  hone  the 
attention.  Nonetheless,  we  were  all  a  little  surprised  to 
see,  out  of  the  corner  of  our  eyes,  the  little  monk  making  a 
beeline  for  MSF.  Four  uncomfortably  loud  cracks  followed. 


"I'll  meditate,  I'll  meditate,"  whispered  Kip  Clela 
willing  himself  to  stone  and  oneness  with  the  infinite! 

Bob,  however,  bowed  slowly,  indicating  that  he  wis) 
the  encouragement  of  a  flogging.  "Hey,  look,"  he 
plained  later,  "how  many  times  in  your  life  are  you  lib 
to  get  hit  while  doing  Zen  meditation  at  the  Gol| 
Temple?  This  way,  I'll  never  forget  coming  here." 

A  simple,  subtle  and  exquisitely  prepared  lunch  in 
monastery's  tearoom  followed,  and  then  we  said  good- 
to  Kinkaku-ji  and  Mr.  Egami.  In  the  afternoon,  MSF  t< 
the  Temple  balloon  to  nearby  Lake  Biwa,  Japan's  larj 
freshwater  lake,  for  its  final  ride  of  the  journey. 

We  left  Kyoto  on  Sunday  and  headed  through  nan 
canyons  and  along  highland  rivers  toward  the  mounts 
in  the  northeast,  locally  known  as  the  Japanese  A| 
Many  other  gangs  of  motorcyclists  were  out  riding,  1 
We  exchanged  salutes. 

Most  of  the  cars  on  the  road  were,  as  might  be  expect 
Japanese.  But  foreign  cars,  the  Mercedes-Benz  in  parti 
lar,  served  as  marks  of  higher  status.  Among  Japanese  cl 


i  of  the  most  prestigious  is  the  Nissan  Cedric.  That  had 

ionderful  Anglophiliac  ring  about  it. 

ly  late  afternoon  we  were  at  a  Japanese  inn  set  like  a 

\el  in  a  rugged,  mountain  landscape.  A  golf  course 
:ad  out  behind  the  hotel,  and  several  members  of  the 
g  joined  the  Japanese  staffers  for  nine  holes.  Small 
nen  with  bonnets  tied  under  their  chins  served  as 
rdy  caddies. 

'he  green  fee  was  about  $90  a  person.  MSF  had  had  the 
luck  to  arrive  in  Japan  just  as  the  dollar-to-yen  ratio 
j:hed  its  least-favorable  point  since  the  end  of  World 

r  II.  Kip  Forbes  said  to  me:  "You  should  do  a  guidebook 
;  call  it  'Japan  On  $50,000  A  Day.'  " 
iipanese  prices  are  awesomely  high.  Out  for  a  Sunday 
fre,  a  Tokyo  family  can  easily  rack  up  $100  in  tolls.  To 
I  a  house,  belong  to  a  club,  or  to  eat  in  a  restaurant, 

es  a  big  chunk  out  of  the  typical  paycheck,  which, 

lough  large  and  increasing,  is  also  badly  gnawed  at  by  a 
'  bite  that  is  much  larger  than  that  currently  in  effect  in 
;  U.S. 


"The  average  middle-class  Japanese  still  doesn't  live  as 
well  as  the  average  American,  even  if  he  makes  as  much 
money,"  a  diplomat  told  me.  "Not  from  a  material  point  of 
view,  anyway.  On  the  other  hand,  he  does  enjoy  other 
benefits.  He  has  low  crime,  good  schools  and  good  health 
care." 

We  had  arrived  in  Japan  at  the  start  of  the  dry  season,  and 
although  it  had  been  muggy,  there  had  never  been  any  real 
threat  of  rain.  But  at  3  o'clock  on  Monday  morning  I  was 
awakened  by  the  sound  of  water  dancing  on  the  roof. 

I  figured  it  was  a  local  weather  system  we'd  be  free  of 
once  we  came  down  from  the  highlands. 

About  9  o'clock  we  donned  our  rain  gear  and  steered 
gingerly  down  steep  and  now  slick  mountain  roads.  Mile 
by  mile,  the  rain  strengthened  until  it  seemed  like  we  were 
driving  through  a  typhoon. 

As  a  matter  of  fact,  we  were  driving  through  a  typhoon. 
For  the  next  6V2  long  hours  we  fought  torrents  of  cold  rain 
and  gusty  winds.  But  the  heavy,  fat-wheeled  bikes  served 
us  well.  No  one  went  down.  And  by  the  time  we  reached 
Tokyo  we  were  exhausted  and  soaked  to  the  marrow.  But 
we  were  also  exuberant  and  triumphant  at  having  covered 
hundreds  of  miles  of  Japanese  roads  without  a  serious 
mishap. 

There  were  still  more  press  conferences  and  receptions 
to  attend  on  Tuesday.  MSF,  summing  up,  expressed  our 
"surprise  and  gratitude  at  the  way  this  whole  operation 
was  accepted.  There  had  been  a  question  in  our  minds 
about  how  the  Japanese  people  would  react  to  something 
so  unconventional  as  a  greeting  in  the  form  of  a  hot-air 
balloon  and  eight  Harleys,"  he  said.  "But  it  seemed  to 
work.  The  people  we  encountered  were  as  enthusiastic 
and  excited  as  we  were." 

We  left  for  the  airport  by  bus  early  on  Wednesday  morn- 
ing. The  typhoon  had  blown  itself  out,  and  Tokyo  sparkled 
in  the  sunshine.  The  city  was  still  as  congested  and  con- 
fusing as  ever,  of  course.  But  Tokyo  looked  less  forbidding 
than  before,  more  like  an  attic  you  would  want  to  rum- 
mage through. 

We  passed  the  golden  arches  of  a  Makudo  Narudo — 
known  in  America  as  McDonald's — then  Tokyo  Disney- 
land again.  We  then  came  to  a  park  where  boys  in  pinstripe 
uniforms  were  preparing  to  play  baseball.  The  teams 
bowed  respectfully  to  each  other.  Nearby,  an  old  man  was 
moving  in  slow  motion,  practicing  t'ai  chi  ch'uan  on  the 
grass.  On  the  seat  next  to  me  was  an  advertisement  for  a 
clothing  company  that  called  itself  Brain  Organic  Matter. 

Somehow,  all  of  this  seemed  perfectly  natural  now. 


HOW  A  FLEXIBLE  SYSTEM 
KEEPS  YOUR  COMMUNICATI01 
MOVING  SMOOTHLY.  I 

The  goal  is  the  same  for  everyone:  control  of1 
business  communications.  In  our  view,  the  key  to  ca 
is  flexibility. 

The  AT&T  System  75,  an  integrated  voice  and 
system,  gives  you  the  flexibility  to  control  your  con 
nications  and  adapt  to  your  ever-changing  needs. 

Its  modular  architecture  lets  you  put  together  a 
tern  specifically  tailored  to  your  business— one  yoi 
change  and  rearrange  at  will.  As  your  business  gi) 
the  system  keeps  pace,  expanding  to  up  to  800  linesj 

By  controlling  your  system's  design,  you  also  ca 
its  cost,  buying  only  the  functions  and  features  you 
when  you  need  them.  Our  standard  messaging  feal 
help  you  control  the  flow  of  information,  making 
calls  get  through.  And  with  special  features  like 
matic  Route  Selection  and  Call  Detail  Recording,  3 
not  only  control  costs  but  misuse  of  the  system  as  \vt 

For  a  free  brochure  about  how 
AT&T  can  put  you  in  control  of  your 
business  communications,  call  us 
at  1800  247-1212,  Ext.  498. 


^  AT&T 

The  right  choice. 
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I  er-the-counter  stocks  are  recovering  more  slowly  than 
lie  chips  after  the  September  selloff.  While  the  Dow, 
H  SE  and  Amex  are  all  down  about  7%  from  their  sum- 
dr  peaks,  the  Nasdaq  is  behind  14%.  In  the  last  two 
fleks  the  Dow  industrials  gained  1.3%,  the  NYSE  1.3%, 
1  Amex  1%  and  the  Wilshire  index  of  more  than  5,800 
f  ies  1.1%.  But  Nasdaq  shares  moved  up  only  0.5%. 
)oes  the  lag  in  the  Nasdaq  mean  that  these  shares  are 
i  lervalued?  Only  if  investors  believe  that  the  market  as 


a  whole  is  a  bargain  and  that  secondary  stocks  will  follow 
in  the  wake  of  another  blue-chip  rally.  One  year  ago  the 
Forbes  Sales  500  sold  at  a  P/E  of  11.7  times  latest  12- 
month  earnings.  The  P/E  on  the  Forbes  Sales  500  is  now 
15.8.  Earnings  forecasts  show  that  stocks  are  not  as  cheap 
as  they  appeared  to  be  last  year.  A  year  ago  the  Forbes 
Sales  500  traded  for  8.7  times  estimates  of  1986  earnings. 
Now  the  estimated  P/E  against  earnings  estimates  for  the 
next  fiscal  year,  1987,  is  up  to  11. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Wilshire 
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Stock  performance  based  on  six  key  investor  yardsticks 
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31.2 
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33.4 
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27.2 

42.2 
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39.5 

39.4 

26.9 

shire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created, 
ed  on  sales. 

tock's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable, 
iuantitative  evaluation  of  a  stock's  growth  image,  determined  by  Wilshire  Associates. 


te:  All  data  for  periods  ending  10/10/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


French 


Where  The  Action  Is 

IBM  rattles  Wall  Street.  Forecasts  of  lower  third-quarter     trading  days,  the  Wilshire  index  would  have  gained  1 
earnings  caused  a  nearly  12-point  decline  in  IBM,  to  124,     rather  than  1.1%. 

during  the  last  two  weeks.  The  drop  in  IBM  was  a  signifi-        The  damage  went  heyond  technology  stocks — utili 
cant  factor  behind  a  2.9%  drop  in  the  technology  sector,     lost  0.2%  in  the  past  two  weeks — but  six  of  the  remain 
(With  more  than  615  million  shares  outstanding,  IBM  lost     seven  Wilshire  sectors  outperformed  the  market.  Tr 
$7.3  billion  in  market  capitalization  in  two  weeks.)  In     portation,  consumer  nondurablcs  and  energy  gained  n 
fact,  had  IBM  remained  unchanged  over  the  past  ten     than  twice  as  much  as  the  market. 

✓"s/    Percent  change  in  last  52  weeks  "O-O- 
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What  The  Analysts  Think 


Losing  altitude  but  gaining  control.  Earnings  estimates 
continue  to  fall  for  transportation  stocks.  But  the  Institu- 
tional Brokers  Estimate  System  reports  that  analysts  are 


slackening  their  reductions.  This  hint  of  optimism 
reflection  of  recent  consolidations  in  the  airline  indus 
which  could  bring  higher  fares  and  higher  earnings. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.70 

15.8 

1986  estimates 

3.25 

13.1 

1987  estimates 

■ 

3.88 

11.0 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estin 
in  2  weeks     in  4  wet 

1  Utilities 

10.3 

-0.09% 

-0.44*! 

2 

Consumer  nondurables 

2.07 

16.0 

-0.21 

-0.56 

3 

Technology 

2.55 

14.0 

-0.65 

-1.46 

4 

Finance 

3.21 

10.8 

-0.^0 

-0.85 

5 

Consumer  durables 

!.-(. 

10.8 

-0.^9 

-1.26 

6 

Energy 

2.00 

15.9 

-0.84 

-2.82 

7 

Capital  goods 

2.29 

16.4 

-1.20 

-3.04 

8 

Raw  materials 

1.83 

16.8 

-1.28 

-2.98 

9 

Transportation 

1.43 

19.7 

-3.31 

-5.48 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Bi 

Estimate  System  (IRES),  a  service  of  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm 
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t  Do  you  know  your  blue  chips? 


McKesson  may  not  spring  to  mind  as  a  "blue  chip,"  but 
i  maybe  we  should:  $6  billion  in  revenues;  the  leading  distribu- 
:!  tor  of  drugs,  health  care,  and  nondurable  consumer  goods; 
i;  and  a  rock  solid  dividend.  Earnings  were  up  10%  in  the  last 
j  fiscal  year 

If  you  had  invested  $100  in  McKesson  eleven  years  ago  and 
:  reinvested  the  dividends,  it  would  be  worth  $850  today.  In  the 
S&P?  $480.  For  an  annual  report,  and  a  list  of  local  brokers  that 
:  follow  McKesson,  call  (800)  952-5656.  Or  write:  McKesson 
'  Corp.,  Investor  Relations,  One  Post  Street,  San  Francisco, 
|  CA  94104. 


IMesso 

heck  us  out  with  your  stockbroker. 


Tax  reform  may  impel  you  to  dump  your 
real  estate  limited  partnership.  Better  to  be 
a  buyer.  Here's  why: 


Don't  jump 


By  Laura  R.  Walbert 


Have  tax  reform  and  a  sagging 
real  estate  market  left  you  feel- 
ing anxious  to  sell  your  real 
estate  limited  partnership?  Think 
twice:  You  could  get  killed  on  the 
price.  You  may  be  better  off  holding 
the  thing,  even  if  it's  not  paying  much 
in  distributions. 

The  aftermarket  for  partnership 
units  is  fragmented  and  inefficient, 
more  a  buyer's  market  than  a  seller's 
market.  Compared  with  the  estimat- 
ed S60  billion  invested  in  public  and 
private  partnerships,  the  secondary 
market  is  tiny.  Emeryville,  Calif.  - 
based  Liquidity  Fund  is  the  oldest  and 
largest  aftermarket  buyer.  The  num- 
ber of  players  is  growing.  Others:  Op- 
penheimer  &  Bigelow  in  New  York 
City;  Equity  Resources  Corp.  in  Cam- 


bridge, Mass.;  and  Partnership  Securi- 
ties Exchange,  MacKenzie  Securities 
and  Realty  Repurchase  in  the  San 
Francisco  area.  But  the  activity  in  the 
market  remains  small  in  relation  to 
its  size:  Liquidity  Fund  plans  to  buy 
only  S20  million  worth  this  year. 
These  buyers  typically  keep  a  stake  in 
the  units  for  themselves,  passing  the 
rest  to  institutional  investors  or  to 
individual  investors  organized  in  new 
partnerships. 

In  St.  Petersburg,  Fla.  the  brokerage 
firm  Raymond  James  &  Associates 
also  buys  secondhand  partnership 
units,  then  immediately  resells  them 
through  its  brokers.  Across  town  is 
the  National  Partnership  Exchange 
(Napex),  an  electronic  bulletin  board 
for  buyers  and  sellers  of  public — that 
is,  SEC-registered — partnership  units. 
Says  Napex  President  George  Hamil- 


ton, "In  the  next  14  to  15  montl 
suspect  we'll  see  a  hell  of  a  lo 
trading." 

If  you  do  accept  a  bid,  it  can  i 
from  five  days  to  several  month 
complete  the  deal,  depending 
whether  the  buyer  waits  for  the  ge 
al  partner  to  acknowledge  the  sail 

But  the  question  remains:  Sh< 
you  sell  at  all?  Says  William  Breru 
of  Brennan  Reports:  "I  can't  think 
client  [to  whom]  I  would  suggest  i 
ing.  The  [investment  firms]  app 
sizable  discount,  and  in  the  prii 
market  most  buyers  take  a  part 
ship  only  if  it  is  at  least  three  y 
old,  producing  cash  flow,  and  yo^ 
made  all  the  capital  contribution 
they  are  comfortable  [that]  this 
good  investment  for  them,  most  1 
ly  it  would  be  a  good  investment 
the  investor  to  keep." 

If  your  shelter  has  an  overat 
dance  of  tax  losses  but  little  casl 
pay  out,  you  may  not  find  a  buye 
all.  Combine  lower  tax  rates  with 
phase-out  of  shelter  losses  as  dec 
tions,  and  this  is  the  last  year  that 
losses  are  worth  50  cents  on  the  • 
lar.  By  1988  a  dollar  of  loss  from  a 
shelter  may  cut  your  federal  tax 
by  as  little  as  11  cents.  "Our  pr: 
have  dropped  about  15%  since 
reform,  and  they'll  probably  d 
more  next  year,"  says  [eb  Broc 
president  of  Equity  Resources.  S 
MacKenzie  Securities  President 
nold  Brown,  "if*  the  partnership 
two  apartment  buildings  in  Houst 
three  in  Tulsa,  and  an  office  builc 
in  Oklahoma  City,  we're  not  usual 
buyer."  As  Glen  Bigelow,  of  Opp 
heimer  &  Bigelow,  puts  it,  "Why  1 
cancer?" 

If  you  do  find  a  buyer  for  a  d 
shelter,  taxes  could  eat  up  muct 
the  sale  price.  Suppose  you  had 
vested  S50,000  and  received  $100,1 
in  losses,  mostly  from  depreciat 
and  interest  deductions.  If  you  sell 
$20,000,  you  could  have  a  $70,1 
gain.  Even  if  most  of  it  is  treated  j 
capital  gain,  you'd  owe  $14,000. 

"Our  rule  is  if  you'll  get  a  50% 
benefit  from  the  shelter  in  1986,  k 
it  at  least  to  1988.  Then,  in  19 
when  the  rate  is  28%,  sell"  and  ] 
the  recapture  taxes,  says  Step! 
Kurtz,  of  Denver-based  accounta 
Shenkin  Kurtz  Baker  &  Co. 

What  if  the  shelter  isn't  paid  up 
you  have  made  less  than  half  the  p 
ments  on  a  multiple-year  schedi 
you  probably  won't  be  able  to  s 
Should  you  continue  to  make  p 
ments?  Says  Kurtz,  "If  the  deal 
lousy,  the  general  partner  is  weaks 
other  investors  are  defaulting, 
economic  decision  is  not  to  pay.  1 


he  year's  most  exuberant  best- 
>ller  is  sweeping  across  America! 


pi't  remember  readers  or  reviewers  ever  having  a  better  time  with  a  book. 
Em  Forbes  succeeds  in  doing  something  that  is  altogether  rare  in  this  world.  He 
t  l-and  in  Around  the  World  on  Hot  Air  and  Two  Wheels  we  share  it  to  the  hilt. 


I  )ok  overflowing  with 
iterance  and  great  < 

hd  humor.  Malcolm  Forbes, 

i  and  editor  of  Forbes  magazine,  is 
lone  of  the  richest  of  men  and 
bikely  the  busiest.  What  he  does 
ks  money  is  endlessly  fascinating 
jfi  a  way,  almost  endearing. .  Now 
I  put  together  a  handsome  book 
liting  his  exploits.  Around  the 
n  on  Hot  Air  and  Two  Wheels  is 


priced  at  $24.95  and  it's  worth  every 
penny."  —Jeremiah  Tax,  Sports  Illustrated 

'So  overwhelmingly  a 
celebration  of  the  joys  of 

adventure,  as  well  as  an  affirma- 
tion of  the  'good  side'  of  life,  that  the 
reader  is  soon  buoyed  by  its  exuberant 
message:  'Don't  stay  put  when  you  can 
put  foot  into  any  part  of  this  still  whole, 
wide  and  mostly  wonderful  world.'  " 
—Shirley  Horner,  The  New  York  Times 


*A  cross  between  Marco 
Polo  and  Jules  Verne. 

Who  else  in  the  second  half  of  the  20th 
century  would  fly  across  continents  and 
oceans  in  a  brightly-colored  balloon  or 
go  jolting  his  way  on  a  motorcycle 
through  countries  like  China,  Pakistan, 
and  across  North  Africa?  In  this  gor- 
geously illustrated  book  Forbes  tells  why 
and  how  he  did  it  and  why  he  will  pre- 
sumably go  on  doing  it  as  long  as  he  can. 

"A  book  for  the  eye  to 
admire  and  the  mind  to 
marvel  0ver!,-£ohnBark>iam 

neviews 


On  the  buy  side 


Since  it's  a  buyer's  market  in  used  real  estate  shel- 
ters, should  you  buy?  Only  if  you  don't  mind  low 
liquidity  and  high  transaction  costs. 

If  you  don't  know  much  about  real  estate,  hooking  up 
with  the  investment  firms  (see  story)  is  your  best  bet. 
The  reception  you  get  will  depend  on  how  much  you 
plan  to  invest.  With  $25,000  to  $50,000  you  can  join  a 
limited  partnership  at  Paradigm  Investment  Corp., 
which  owns  broker  Realty  Repurchase.  For  $500,000, 
you  can  call  shelter  expert  Stephen  Roulac,  who  does 
the  analysis  for  Paradigm,  and  get  a  custom  investment 
program.  Fees  can  be  steep — almost  as  bad  as  what  the 
syndicator  soaked  from  the  original  investors.  For  a 
Paradigm  partnership  they  come  to  15%  to  20%  up 
front,  plus  a  share  of  the  profits  at  the  back  end. 

If  you  want  to  go  it  alone,  for  $60  you  can  get  a  six- 
month  subscription  to  Napex'  weekly  listing  of  units 
for  sale.  Or  you  can  present  yourself  as  a  potential  buyer 
to  general  partners  and  brokerage  firms  that  may  know 


sellers.  There  is  also  Raymond  James,  which  recent] 
had  ah  inventory  of  some  $500,000  in  partnership  unit 
You'll  pay  an  8%  markup  over  the  price  Raymor 
James  paid  for  the  units,  plus  a  broker's  commission. 

Note:  It  is  not  easy  to  assess  a  partnership  from  tf 
general  partner's  often  murky  financial  reports.  Yo 
can  get  some  peace  of  mind  by  sticking  to  units  th 
trade  frequently  within  a  narrow  price  range,  or  even  t 
learning  what  the  investment  firms  are  bidding  on 
deal  and  then  offering  the  same  price  yourself. 

Equity  Resources'  Jeb  Brooks  cautions  investors  t 
stay  away  from  so-called  wrap  deals  or  triple-net  leas 
deals  that  are  built  solely  on  tax  losses.  Don't  buy  if  yoj 
can't  hang  in  for  five  to  ten  years.  Don't  assume  that 
quarterly  distribution  will  keep  up — it  could  be  comin 
from  reserves,  not  income.  Last,  don't  expect  to  depre 
ciate  property  all  over  again.  You'll  have  to  assume  th! 
seller's  basis  in  the  property,  regardless  of  purchaa 
price.— L.R.W. 


get  good  legal  counsel." 

Another  option  is  to  hang  on  to  a 
loss-ridden  shelter  but  pick  up  some 
income-producing  real  estate  with 
which  to  absorb  the  losses,  which, 
after  1990,  can't  be  used  against  ordi- 
nary income  at  all.  But  it  takes  more 
capital  to  get  income  than  to  get 
losses.  Brennan:  "Suppose  you're  in  a 
deal  where  you  pay  $20,000  a  year  and 
get  $20,000  in  writeoffs.  Now  you 
have  $20,000  of  losses  coming  in 
1987,  and  you  want  matching  passive 
income.  Well,  what  kind  of  return  can 
you  get  from  an  investment — 8%  ?  To 
cover  $20,000  of  losses,  you  have  to 
invest  $250,000." 

If  you  absolutely  must  sell,  make 
two  stops  before  you  head  to  the  sec- 
ondary market.  First,  your  general 
partner  may  be  able  to  match  you  up 
with  a  limited  partner  who  wants  to 


buy  more  units.  If  not,  try  the  broker 
who  sold  you  the  deal.  Although  most 
brokers  are  not  eager  for  this  business, 
they  do  want  to  keep  customers  hap- 
py. Says  Partnership  Securities  Ex- 
change President  Ronald  Baker,  "My 
experience  is,  the  major  brokers  are 
propping  up  the  prices  on  these  deals. 
I  would  send  a  seller  there  first." 

As  for  the  other  buyers,  Napex 
works  on  consignment.  A  broker  lists 
your  units  for  sale  on  the  exchange  for 
seven  business  days — with  an  asking 
price — and  you  hope  they  draw  a  bid. 
If  they  don't,  you  can  relist  them  after 
14  days.  If  they  do  draw  a  bid  you 
accept,  each  side  pays  a  1.5%  com- 
mission, subject  to  minimums. 

To  deal  with  the  other  firms,  just 
call  and  tell  them  what  you  have  to 
sell.  If  you  own  units  in  a  large,  public 
deal,  you'll  probably  get  a  bid  on  the 


spot,  especially  if  the  partnershj 
currently  distributing  income, 
quidity  Fund,  for  example,  has  st 
ing  bids  on  some  400  partnership 

Things  get  tougher  if  you're  tr) 
to  sell  units  in  a  small,  private  or 
partnership.  Says  Baker,  "A  lot 
partnerships  are  almost  unsalabL 
you're  in  a  smaller  partnership  tj 
not  widely  known  around  the  o 
try,  you'll  have  a  very  difficult  | 
selling  it  to  anybody." 

Only  Equity  Resources  special 
in  private  partnerships.  For  the  l 
public  deals  are  the  priority.  Si 
investment  firms  won't  bother  i| 
deals  that  are  too  cheap.  Says  Li 
ity  Fund's  Brent  Donaldson 
can  give  only  10  cents  on  the  do 
we  won't  put  in  the  analytical  ti 
Our  experience  is  that  people  d 
sell  at  that  price."  ■ 
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Secondhand  rose 


Below  are  some  recent  bids  on  used  real  estate  limited  mimic  the  experts,  these  prices  are  a  guide.  If  you'r 
partnership  units.  If  you're  buying  and  you  want  to  selling,  shop  for  competing  quotes.  Bids  vary. 


Bidder/iocation 

Public 
partnership 

Original 
unit  price 

Year 
formed 

Distributions 
to  date* 

Recen 
bid 

Liquidity  Fund/Emeryville,  Cal 

Century  Properties  Fund  71-3 

$1,000 

1971 

$2,965t 

$513 

McNeil  Real  Estate  Fund  VI 

500 

1976 

743t 

698 

MacKenzie  Securities  BrokerageAVa?;  Francisco 

DeAnza  Properties  X 

1,000 

1978 

521 

1,400 

Public  Storage  Properties  II 

500 

1976 

725 

1,255 

Partnership  Securities  Exchange/San  Francisco 

PaineWebber  Income  Properties,  Ltd. 

1,000 

1979 

588t 

648 

Preferred  Properties  Fund  81 

500 

1981 

48 

195 

Raymond  James  &  Associates/5/  Petersburg,  Fla 

Consolidated  Capital  Institutional  Prop 

1,000 

1983 

380 

744 

First  Capital  Income  Properties,  Ltd  X 

1,000 

1985 

48 

714 

"Does  not  include  tax  benefits,    tlncludes  distributions  from  sale  or  refinancing  of  properties. 
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■       What  do 
EMILIO  FILIPPI 
of  Chile 
and  RAUL  LOCSIN 
of  the  Philippines 
have  in  common? 


The  International  Editor  of  the  Year  is 
awarded  annually  by  World  Press  Re- 
view to  the  editor  who  best  demonstrates 
"courage,  enterprise  and  leadership  on  an 
international  level,  fostering  journalistic 
excellence." 

Emilio  Filippi,  of  the  weekly  newsmaga- 
zine HOY  in  Santiago,  won  this  award  two 
years  ago.  Raul  Locsin,  of  the  daily  news- 
paper Business  Day  in  Manila,  was  named 
this  year. 

Both  men  publish  WorldPaper,  the 
monthly  international  news  section,  as  a 
special  supplement  in  their  publications. 
Twenty-two  other  editors  of  important 
newspapers  and  magazines  in  Asia,  the  Mid- 
dle East,  North  and  South  America  do  too. 

The  same  vision  and  values  that  attract 
editors  Filippi,  Locsin  and  their  peers  to 
WorldPaper  attract  subscribers  and  adver- 
tisers as  well. 

WorldPaper  influences  the  influentials. 


A 


EDITOR 
OF  THE  YEAR 
and  WORLDPAPER! 


rldPaper    424  World  Trade  Center  Boston,  MA  02210  USA      Tel :  (617)  439-5400      Telex:  6817273 


Forbes  Wagon  Creek  Ranch. 
One  of  the  few  remaining 
places  in  the  civilized  world 
where  it  is  still  possible  to  live  as  the 
pioneers  did — freely  and  intensely. 
This  incredibly  beautiful  land 
combines  all  of  the  primeval 
wonders  of  an  untamed  environment 
so  cherished  by  the  true 
outdoorsman.  Here  on  the  fabulous 
Forbes  Trinchera  ranchlands  you 
can  experience  each  day  the  joy  and 
contentment  of  being  a  part  of  a 
natural  way  of  life. 

If  hunting  is  a  very  special  thing 
for  you.  particularly  hunting  for  elk, 
deer  or  bear,  there  is  probably  no 


better  place  to  call  home  than  your 
own  Forbes  Wagon  Creek  Ranch. 
It's  the  perfect  place  for  a  hunter's 
retreat  in  the  heart  of  thousands  of 
acres  of  magnificent  wilderness. 

The  abundance  of  animals  and 
other  game  that  regularly  graze 
through  Forbes  Wagon  Creek  and 
the  more  than  250  square  miles  of  this 
southern  Colorado  ranchland  has 
made  this  one  of  the  legendary  private 
hunting  areas  in  the  world. 

Our  minimum  40-acre  ranches 
start  at  830,000.  Here  in  the  foothills  of 
the  majestic  Rockies  you  can  hunt, 
ski  cross  country,  ride  horseback  or 
just  enjoy  the  breathtaking  dawns. 


sunsets  and  changing  seasons  in 
shadow  of  Mount  Blanca.  one  of  1 
Colorado's  highest  peaks. 

This  exclusive  preserve  is  the 
ideal  place  to  acquire  a  substantil 
piece  of  land.  A  chance  to  fulfill  t| 
American  dream  that  offers  an 
unspoiled  future  for  hunters,  as  v| 
as  a  legacy  for  their  families  and 
those  who  will  follow. 

For  more  information  on  how; 
can  own  your  own  part  of  Forbes  I 
Magazine's  breathtaking  hunters'! 
heaven,  without  obligation, 
write  or  call  today  for  full  details  I 
and  color  brochure  on  this 
exceptional  offer. 


FORBES    WAGON     CREEK  RANC 

Errol  Ryland,  Manager      Box  303  BP  Fort  Garland.  Colorado  81133      303  379-3263 


Chs;o  Ranches.  Inc.  NYA86-56  AD20536 


has  judged  the  merits  or  value,  if  any.  of  this  property.  Equal  Credit  and 
York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  • 
offering.  A  copy  of  the  offering  statement  is  available,  upon  request.  fromSM 


Capital  Markets 


MONEY  &  INVESTMENTS 


\oreign-currency-denominated  bonds? 
vest  buys  are  Australian,  New  Zealand's 
\nd  Canadian.  Funds  are  better. 

AUSTRALIA'S  CUP 


Sy  Ben  Weberman 


ast  February  I  devoted  a  column  to 
le  high  yields  on  Australian  bonds, 
iggesting  that  the  currency  might 
:  about  to  appreciate.  My  timing 
as  terrible.  The  Australian  dollar 
as  since  dropped  8.6%  against  the 
S.  dollar,  and  the  bonds  have 
ommensurate  losses. 
However,  the  wise  investor  won't 
e  put  off  by  a  single  reverse — and  if 
iie  Australians  looked  good  nine 
months  ago,  they  look  much  better 
oday.  Consider  the  ten-year  Aus- 
tralian 13s  with  a  yield  to  maturity 
:f  13.4%.  Sure,  the  Australian  dol- 
lar is  weak,  but  how  much  weaker 
|/ill  it  have  to  get  for  the  bond  to  do 
i/orse  than  a  U.S.  Treasury-  An- 
rew  Gordon,  a  market  analyst  at 
I  irst  Boston,  has  done  the  arithme- 
tc.  U.S.  Treasurys  now  yield  7.3% 

0  1996.  If  the  Australian  dollar  in 
996  is  worth  at  least  36  U.S.  cents, 

Is.  64  cents  today,  then  you're  bet- 
ter off  with  the  Australian  bond 
han  with  the  U.S.  bond. 

1  In  round  numbers,  the  Australian 
■ond  coupon  is  high  enough  to  more 
jhan  triple  an  Australian  citizen's 
'noney  in  a  decade.  Americans  buy- 
ing Treasurys  get  a  mere  doubling  of 
[heir  money.  Which  means  that  an 
American  buying  an  Australian  is- 

yen  Weberman  is  a  senior  editor  of  FoimES 
I'lauazine 


sue  will  do  just  fine  if  the  Austra- 
lian dollar  slips  no  further  in  the 
decade  than  to  roughly  half  its  cur- 
rent value. 

Gordon's  quick  analysis  ignores 
some  subtleties,  such  as  the  modest 
tax  penalty  on  U.S.  investors  in 
Australian  paper.  The  rich  yield  on 
the  bonds  is  currently  taxable, 
while  the  offsetting  slippage  in  the 
value  of  the  currency  can  be  written 
off  only  when  the  bond  is  sold.  But 
the  numbers  give  a  rough  measure 
of  the  rewards  and  the  risks  Down 
Under.  New  Zealand  government 
paper,  with  a  15.5%  yield  to  maturi- 
ty in  1996,  looks  even  better. 

What  are  the  yields  like  on  bonds 
in  strong  currencies?  Much  lower, 
of  course.  Ten-year  German  bonds 
return  only  5.9%  and  Japanese 
bonds  5.6%.  Here,  the  U.S.  buyer  is 
counting  on  appreciation  in  the 
mark  or  yen.  The  mark  would  have 
to  climb  from  50  cents  to  57  cents 
over  the  ten  years  for  the  German 
bond  to  be  just  as  good  as  the  Trea- 
sury. The  yen  must  rise  from  155  to 
the  dollar  to  130  for  the  Japanese 
governments  to  break  even  with 
U.S.  Treasurys. 

Because  Australian  debt  issues 
follow  an  inverse  yield  curve — that 
is,  short-term  issues  have  a  higher 
return  than  long-term — purchase  of, 
say,  three-year  bonds  would  seem  to 
bring  the  greatest  return  for  the 
least  currency  risk.  The  14.1%  on  a 
three-year  Australian  government 
bond  compares  with  a  return  of  only 
6.4%  on  a  U.S.  Treasury.  If  the  Aus- 
tralian dollar  is  worth  at  least  51 
cents  in  1989,  you're  ahead  of  the 
game  lending  abroad. 

How  about  Canadian  bonds?  The 
Canadian  dollar  has  been  none  too 
strong  lately,  but  Gordon  predicts  it 


will  firm  a  bit.  Canadian  dollar 
yields  on  1996  bonds  are  over  9% — 
a  good  1.5  percentage  points  more 
than  on  U.S.  issues.  Sallie  Mae,  the 
financier  of  college  loans  in  the 
U.S.,  recently  sold  some  1991  Cana- 
dian dollar  bonds  at  a  yield  of  9.3%. 
Another  Sallie  Mae  issue  is  denomi- 
nated in  Australian  dollars.  Sallie 
Mae,  of  course,  has  no  business 
abroad.  It  was  simply  locking  in  a 
good  interest  rate  by  arbitraging 
some  currency  disparities. 

The  buyer  of  this  Sallie  Mae  issue 
is  betting  that  the  Canadian  dollar 
will  hold  firm.  Why  should  it?  The 
Canadian  dollar  is  one  of  those  cur- 
rencies of  U.S.  trading  partners, 
along  with  the  Korean  won,  the 
Hong  Kong  dollar  and  the  Taiwan 
dollar,  that  may  be  forced  to  appre- 
ciate to  help  reduce  our  trading  defi- 
cit with  these  countries. 

There's  another  negative,  besides 
currency  risks.  Individuals  do  not 
always  have  large  enough  buying 
power  to  purchase  blocks  of  foreign 
bonds  or  to  exchange  relatively 
small  foreign  currency  interest  pay- 
ments into  dollars. 

Solution:  a  new  slew  of  mutual 
funds,  which  buy  foreign  bonds.  T. 
Rowe  Price  has  a  no-load  Interna- 
tional Bond  Fund  and  Merrill  Lynch 
has  a  Retirement  Global  Bond  Fund 
with  a  4%  back-end  load.  Both  can 
be  used  for  IRAs. 

Warning:  Don't  shop  for  yield. 
I've  already  told  you  about  Ginnie 
Mae  funds  that  buy  high-yield  secu- 
rities above  par  and  then  quote 
yields  that  don't  allow  for  the 
steady  deterioration  of  principal. 
The  SEC  has  proposed  rules  to  stop 
this  practice.  But  the  same  sort  of 
monkey  business  is  possible  in  an 
international  bond  fund.  By  stock- 
ing up  on  Australian  paper,  the  port- 
folio manager  can  make  the  yield 
look  juicy  even  as  a  depreciating 
currency  eats  away  at  the  fund's  net 
asset  value. 

Edward  Taber,  who  manages  the 
T.  Rowe  Price  international  bond 
fund,  says  it  is  generating  a  9.4% 
trailing  7-day  yield  on  a  portfolio 
with  an  average  maturity  of  4.5 
years.  Yields  of  components  range 
from  17%  on  Australian  issues  to 
6%  on  yen  securities. 

Taber,  who  has  all  sorts  of  curren- 
cy futures  complicating  his  portfo- 
lio, says  individuals  shouldn't  buy 
foreign  bonds  directly.  "It's  so  com- 
plex, alien  and  hazardous  that  it  is 
like  playing  three-dimensional 
chess,"  he  says.  ■ 


DDCC    KiAurnnrn  t    i  no  t 


The  Big  Portfolios 


MONEY  &  INVESTMENTS 


Many  money  runners  are  putting  on 
their  fright  wigs  and  cashing  up. 

SMOKING  OUT 
THE  BEARS 


By  Susan  Lee 


Do  bears  run  in  herds?  They  must, 
or  how  else  to  explain  the  sudden 
stampede  among  money  managers 
to  dump  on  the  market?  Their  anxi- 
eties are  that  a  declining  dollar  will 
push  inflation  back  up,  that  interest 
rates  have  bottomed  out,  and  that 
the  new  tax  law  will  be  a  drag  on  the 
economy.  A  typical  noise  made  by  a 
former  bull:  "Right  now,  more 
things  can  go  wrong  than  go  right 
with  the  economy."  Pause.  Gulp. 
"And  remember,  you  don't  have  to 
have  a  recession  to  have  the  market 
go  down." 

Joel  Leff  of  Forstmann-Leff  thinks 
that  the  massive  market  decline  ter- 
rified people  and  then  the  rise  in 
gold  prices  panicked  them,  because, 
he  says  of  the  latter,  "it  is  inexplica- 
ble and  the  inexplicable  is  more 
fearsome  than  the  explicable."  ferry 
Jordan  of  Hellman,  Jordan  is  less 
metaphysical:  "Nobody  likes  a 
stock  if  it  is  down  and  nobody  likes 
a  down  market.  It  makes  people 
negative." 

Not  everybody,  of  course,  is  nega- 
tive. If  they  were,  there  would  be  no 
market.  Stephen  Canter  at  Chase 
Investors  thinks  that  the  favorable 
impact  of  disinflation  has  been  ig- 
nored because   stronger  earnings 


Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


have  not  been  forthcoming.  "Disin- 
flation is  a  powerful  and  sustaining 
phenomenon.  People  don't  under- 
stand how  it  has  affected  the  cost 
structure  of  companies  and  indus- 
tries. They  don't  appreciate  the 
massive  cost  reduction  efforts  that 
corporate  America  has  made,"  he 
says.  "And,  of  course,  there  are  the 
lagging  phenomena  of  the  weak  dol- 
lar, lower  interest  rates  and  lower 
oil  prices,  which  haven't  quite 
clicked  in  yet." 

Jerry  Jordan  expects  a  better  mar- 
ket soon  because,  he  says,  histori- 
cally the  market  reaches  meaning- 
ful lows  in  October,  two  years  be- 
fore the  election.  And  then,  of 
course,  the  President  and  the  Fed 
work  together  to  get  things  moving 
in  time  for  the  election. 

So  Jordan  thinks  there  may  be  one 
final  hurrah  on  the  upside.  And  al- 
though he  says  that  he's  still  uncer- 
tain on  the  economic  future,  he  ex- 
pects better  numbers.  For  one  thing, 
inventories  are  down,  so  production 
should  be  heading  up.  And,  for  an- 
other, Fed  policy  has  been  accom- 
modating. Thus,  Jordan  is  looking 
for  stronger  activity,  perhaps  2%  to 
3%  real  GNP  growth. 

There  are  stocks  with  rooters. 
Drug  stocks,  for  one.  Jerry  Milbank 
of  Milbank  Tanaka  likes  American 
Cyanamid,  which  has  undergone  a 
major  restructuring.  "It  is  well 
managed,  with  great  growth  pros- 
pects," he  says,  "and  it's  relatively 
cheap."  Jordan  likes  Squibb,  which 
he  bought  when  the  price  fell.  He 
thinks  it  can  grow  at  15%  to  20% 
over  the  next  couple  of  years.  Two 
other  drug  names  I  hear  are  Eh  Lilly 
and  Abbott  Labs. 

The  stocks  that  interest  Peter  Ho- 
mans  of  Homans,  McGraw,  Trull  & 


Valco,  arc  the  rails,  technology  ail 
trucking.  "Basically,  in  the  next  s 
months,"  he  says,  "the  stocks  th 
will  perform  well  arc  big  cap  wn 
good  earnings  prospects — stocl 
that  people  know  they  can  sell  mi 
bad  market." 

But  I  do  find  more  bears  tha 
bulls  these  days.  The  lack  of  eld 
economic  signals  has  confused  tH 
market — a  situation  which,  say 
Milbank,  won't  get  better  anytnr 
soon.  He  says  the  shift  in  leadcrshi 
from  defensive  to  growth  or  cyclic; 
stocks  will  take  longer  than  usu. 
because  of  the  uncertainty.  Put  ai 
other  way,  the  market  wants  to  n 
in  cyclicals,  but,  absent  any  cv 
dence  that  the  economy  will  be  be 
ter  next  year,  the  market  will  jiu 
flitter  around. 

One  authentic  bearish  sign  is  tfu 
money  runners  are  talking  aboi 
the  stocks  they  are  selling.  (Usuall 
an  off-limits  topic.)  Jordan  dumpa 
Federal  Express.  And  Leff  has  beei 
cashing  up  by  liquidating  a  lot  d 
technology,  like  IBM. 

Mike  Sassi  of  Chemical  Bank  ha 
been  doing  a  general  housecleanm 
to  raise  cash;  he  has  flushed  ou 
International  Flavors  &  Fragrance? 
Data  General,  Federated  Depart 
ment  Stores,  Greyhound,  Supermai 
kets  General,  Indiana  National  an' 
Merchants  National. 

Right  now  the  feeling  anion 
most  money  managers  is  that  thl 
negative  momentum  is  so  stronj 
that  the  market  will  have  to  hit 
real  rock  bottom.  Where's  that  bot 
torn?  The  more  cheerful  put  thj 
Dow  in  the  1700-1900  range  ova 
the  next  six  months,  and  the  ver 
discouraged  think  it  can  go  as  low  ai 
1600.  In  short,  few  people  are  prej 
dieting  calamity;  just  dullness  an< 
sogginess. 

The  almost  overwhelming  opim 
ion  is  that  this  is  still  only  a  beansli 
reaction  in  a  basic  bull  market.  Pe| 
ter  Homans  speaks  for  most  when 
he  says:  "This  interruption  is  seven 
enough  to  make  people  doubt  the 
long-term  trend,  but  the  bull  mar 
ket  should  last  into  the  late  1980s.' 
.  The  net  result  of  all  this  bearish 
sentiment  is  that  money  runners 
are  now  .sitting  on  a  great  deal  ol 
cash.  Once  they  decide  to  get  back 
into  the  market,  however,  that  li- 
quidity could  take  the  Dow  up  a 
long,  long  way.  Unless  you  are  a 
nimble  trader,  then,  the  best  advice 
would  seem  to  be:  Stick  with  youi 
good  stocks  and  be  prepared  to  ride 
the  bear  out.  ■ 


WHY  THIS  IS  THE  FIVE  BEST 
[EDIA  BUYS  IN  THE  BUSINESS. 


j'll  save  thousands  of  dollars, 
ou  can  accomplish  it  with  a 
:  phone  call.  When  all  is  said 
lone,  you'll  have  reached  an 
dible  53  million  women,  and 
ved  discounts  of  up  to  41%  for 
client.  Who  savs  there  are  no 

i? 


Here's  how  it  works.  Woman 
Power  savings — which  are  over 
and  above  your  regular  frequency 
discounts — begin  with  as  few  as 
six  pages  in  any  3  of  these  leading 
magazines — Cosmopolitan,  Good 
Housekeeping,  Harper's  Bazaar, 
Redbook,  and  Country  Living. 


To  pull  off  this  major  media 
coup,  take  out  one  insertion  order 
right  now. 

And  call  Bill  Losee,  David 
Maurer,  Deborah  Trapani  or  Judd 
Vear,  at  (212)  262-5775. 

It'll  be  the  smartest  media  buy 
you'll  ever  make. 


Stock  Trends 


MONEY  &  INVESTMENTS 


By  Ann  C.  Brown 


What  we  have  now  in  the  stock  market  is 
what  we  are  likely  to  get  for  at  least  the 
next  several  months — a  traders  market. 

THE  SQUARING 
OF  AMERICA 


guidelines.  Small  wonder  we  are 
losing  our  ability  to  compete  effec- 
tively with  other  nations  whose 
industries  are  largely  unregulated 
and  whose  societies  are  certainly 
less  litigious. 

That  the  U.S.  is  becoming  more 
"set  in  its  ways"  is  both  good  and 
bad  for  the  economy  and  the  stock 
market.  It  becomes  worrisome 
when  it  leads  to  cries  for  mainte- 
nance of  business  as  usual  through 
unrealistic  protectionism  and  self- 
serving  subsidies.  There  is  cause  for 
concern  when  corporate  earnings 
growth  is  a  consequence  of  acquisi- 
tions, stock  buyback  programs  and 
leveraged  buyouts  in  which  noth- 
ing is  created  except  accounting 
changes.  And  it  is  frightening  when 
company  managements  seek  to 
protect  and  perpetuate  themselves 
by  devices  such  as  poison  pills, 
golden  parachutes  and  the  payment 
of  greenmail. 

Chances  are,  where  economic  is- 
sues are  concerned,  the  next  Con- 
gress will  vary  little  in  style  and 
produce  less  in  substance  than  its 
activist  predecessor.  For  the  most 
part,  voters  appear  content  with 
things  as  they  are  and,  to  date,  have 
experienced  only  the  pleasure  and 
none  of  the  pain  that  megabillion- 
dollar  budget  and  trade  deficits  are 
capable  of  inflicting.  And  the  conse- 
quences of  tax  reform  will  not  be- 
come apparent  until  months  after 
the  polls  are  closed. 

It's  anyone's  guess  whether  the 
money  once  earmarked  for  tax  shel- 
ters will  find  its  way  into  equities. 
Or  if  consumers  will  choose  to  in- 
vest or  spend  any  extra  income  they 
may  net  as  a  result  of  the  new,  two- 
bracket  system.  Or  if  the  soon-to-be 
nondeductible  credit  payments  will 


Even  before  the  ballots  are  cast  in 
Election  '86,  the  results  of  the  pri- 
maries suggest  that  middle  age  is 
spreading  to  the  body  politic.  Gone 
are  the  fiery  issues — economic  and 
otherwise — and  the  young  fire- 
brands who  so  inflamed  public  pas- 
sions. Today's  protests,  such  as  they 
are,  are  generally  on  behalf  of  less 
fortunate  people  in  other  places — 
South  African  blacks,  Soviet  dissi- 
dents and  the  world's  hungry. 

The  pendulum  has  swung  even 
the  Left  to  the  Right.  At  times, 
it's  difficult  to  tell  the  Democrats 
from  the  Republicans.  The  Reagan 
Administration's  artful  blend  of  so- 
cial conservatism  with  economic 
liberalism  has  blurred  traditional 
party  lines. 

The  country  is  growing  up,  and 
wherever  we  go  from  here,  we  will 
get  there  more  slowly.  The  popula- 
tion is  more  subdued  and  stolid,  as 
Ms.  Liberty's  golden  door  has 
swung  shut  on  the  huddled  masses 
who,  for  decades,  breathed  new  life 
and  vitality  into  the  land  of  oppor- 
tunity. We  have  legislated  our- 
selves into  plodding  progress.  With 
maturity  has  come  a  girdle  of  rules 
and    restrictions,    standards  and 

Ann  C.  Brown  is  chief  executive  officer  of  the 
equity  advisory  and  portfolio  consulting 
firm  of  AC.  Brou  n  &  Associates. 


further  slow  already  dragging  ret, 
sales.  No  one  knows  for  sure  wh 
the  lowering  of  the  max  tax  on  c< 
porations  will  do  to  the  earnings 
many  companies — or  what  the  in 
position  of  a  minimum  tax  on  c(f 
porations  will  mean  to  others. 

As  for  the  stock  market,  what  I 
have  now  is  what  we  are  likely 
get  for  at  least  the  next  scvei 
months.  It's  a  trader's  market 
broad  swings  in  a  relatively  narro 
range  (generally  accompanied  1 
heavy  volume)  as  both  individua 
and  institutional  investors  ah| 
adjust  to  the  new  rules  of  tj 
game.  Next  year  will  be  one 
transition,  and  similar  periods 
the  past  have  tended  to  hind 
headway  in  stock  prices. 

There  are  four  interesting  ways 
play  the  kind  of  stock  market  1  for 
see  from  now  through  next  spria 
The  first  is  to  buy  big-name,  quali 
stocks  with  relatively  low  mull 
pies  and  pray  that  the  institution 
decide  to  join  you  in  your  flight  i 
safety.  All  the  money  they  hai 
rolling  in  from  pension  funds  an 
profit  sharing  has  to  go  someplac 
(and  the  bond  market  may  not  off 
much  competition).  Stocks  fittii 
this  description  and  attractive  fi 
purchase  at  current  prices  incluc 
Johnson  &  Johnson  (64),  / P  Morgft 
(83)  and  General  Electric  (73). 

Second,  if  you  have  the  time  ar 
the  temperament  and  can  take  tr 
risk,  you  might  consider  joining  tr 
traders.  Try  shorting  stocks.  Deve 
op  option  strategies.  Work  with  n 
dex  futures.  Above  all,  use  next  ye, 
to  begin  to  think  short  term.  (Star 
ing  Jan.  1,  1988,  there  will  be 
such  thing  as  long  term.)  Some  fas 
growing  high  beta  stocks  that  loo 
as  if  they  are  in  buying  range  an 
Lotus  Development  (40),  Circuit  Cu 
Stores  (25)  and  Knight-Ridder  (47) 

Third,  you  could  take  positions  i 
potential  takeover  candidates  wit! 
reasonable  multiples  and  solid  earrS 
ings  growth,  in  the  event  lightnin 
doesn't  strike  and  you  are  stuc 
with  your  dreams.  Recent  rumor 
have  mentioned  General  Mills  (791 
Campbell  Soup  (56)  and  Consolidate. 
Freightways  (36)  as  possible  addition 
to  someone  else's  business. 

Finally,  you  can  continue  to  see; 
out  undervalued  stocks  that  other 
have  somehow  managed  to  miss 
Among  my  current  speculative  fa 
vorites  are  Cannon  Group  (22,  dowi 
from  45  per  share  earlier  this  year 
AGS'  Computers  (18)  and  PansopA 
Systems  (28).  ■ 


There's  only 

one  leader. 


Business  Week  Inter- 
nal. The  leader  in  cost- 

ifiency  in  reaching  Senior 
Chief  Executives  in  Europe 

D^sia. 

Five  world-respected  in- 
©ndent  surveys  prove  it. 

So  when  you  plan  your 
lia  schedule,  plan  to  use 
;;ess  Week  International. 

The  world's  only  inter- 
nal business  news  weekly, 
jering  an  international  audi- 
:|i  of  top  management  exec- 


iAPAH  f  I  RALLY  REAPT  TO  PUMP  UP  ITS  KOHOMY?  . 


A  FRESH 
START  FOR 


Cheaper  oil  is  only  part  of  it  A  new 
breed  of  executive  is  already  pro- 
pelling the  Continent  out  of  the 
economic  doldrums.  Freed  from  past 
dogmas,  thriving  on  risk  and  fresh 
investment,  they  are  reviving  old 
companies  and  putting  their  stamp  on 
new  ventures.  The  critical  question: 
Can  business  and  government  put  it 
all  together  this  time?  . .. 
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Insights 


MONEY  &  INVESTMENTS 


How  does  your  hometown  stack  up  in  the 
eyes  of  frequent  business  visitors? 

A  TALE  OF 
MANY  CITIES 


By  Srully  Blotnick 


How  do  various  U.S.  cities  rank  as 
places  to  visit,  live  and  work  in?  My 
staff  and  I  have  asked  2,610  people 
(median  age  43;  median  income 
$57,000;  two-thirds  of  them  male), 
each  of  whom  travels  at  least  four 
days  per  month  on  business,  to  tell 
us  their  views.  The  replies  are  re- 
vealing and  at  times  even  startling. 

We  asked:  In  which  cities  is  it 
easiest  to  make  friends?  San  Fran- 
cisco ranked  first,  and  Los  Angeles 
second.  Condensing  the  responses 
of  the  sample,  their  reasons  were: 
"New  Yorkers  are  paranoid — treat 
newcomers  with  superficial  courte- 
sy and  deep  suspicion — think  you'll 
pick  their  pockets  or  sell  them  a 
watch  that  only  works  for  three 
weeks.  People  go  to  New  York  pri- 
marily to  make  money,  so  this  puts 
the  locals  perpetually  on  guard. 

"People  in  California  want  mon- 
ey, too,  but  they  want  more:  in 
southern  California,  a  radiant  per- 
sonality, and  in  northern  California, 
to  be  considered  deep — spiritually, 
technically  or  artistically.  Cahfor- 
nians  are  friendlier  because  they 
need  you  as  an  audience  so  they  can 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
now  available  in  paperback,  and  The  Cor- 
porate Steeplechase. 


show  you  how  radiant  [or  deep]  they 
have  become." 

Where  is  it  hardest  to  make 
friends?  Boston.  Why?  "Because  of 
the  intense  professional  competi- 
tion there.  It's  never  very  far  be- 
neath the  surface:  how  well  you  are 
doing — how  distinguished  you  have 
become — in  your  field.  This  kind  of 
work-related  status  competition  is 
more  important  to  them  than  the 
amount  of  money  they  earn.  Peer 
recognition  is  everything." 

Washington,  D.C.  was  rated  as 
the  second-hardest  place  to  make 
real  friends.  Said  the  panel:  "Even 
when  Washingtonians  are  smiling, 
pleasant  and  talking  casually,  in 
their  minds  the  questions  keep  re- 
peating: 'How  much  pull  do  you 
have?  Who  are  you  on  good  terms 
with?  How  can  you  help  me  accom- 
plish what  I  came  here  for?'  Every- 
one there  has  a  hidden  agenda." 

Which  city  is  the  most  unforgiv- 
ing? Minneapolis.  In  the  sample's 
view:  "People  in  the  Twin  Cities 
lead  the  nation  in  the  degree  to 
which  they  penalize  you  personally 
for  a  financial  setback.  A  business 
blunder  causes  neighbors  and  col- 
leagues suddenly  to  view  you  nega- 
tively. People  demand  a  lot  of  them- 
selves professionally — and  of  you.  If 
you  do  well,  you  are  more  admired 
than  you  would  be  elsewhere.  But  if 
your  business  goes  bust,  you'd  be 
well  advised  to  move." 

Dallas  is  much  like  Minneapolis 
in  the  opinion  of  the  people  in  this 
nationwide  sample:  "Success  in 
Dallas  brings  you  a  disproportionate 
amount  of  public  esteem.  However, 
failure  there  isn't  viewed  as  a  per- 
sonal defeat  so  much  as  it  is  'a  black 
eye  for  the  state.'  Your  setbacks  em- 
barrass your  neighbors." 


If  Minneapolis  and  Dallas  ti 
their  achievers  the  best,  which  i 
jor  American  city  treats  succes; 
people  in  the  most  cavalier  fashi 
Chicago.  The  sample's  view: 
level  of  talent  and  accomplishm 
that  would  net  you  a  fair  amoun 
local  acclaim  in  places  such  as 
lanta  and  Denver  gets  you  ncxij 
nothing  in  Chicago.  The  q 
doesn't  have  the  same  kind  of  boo 
er  spirit  you  see  especially  in  M 
neapolis  and  Dallas.  If  you  really 
up  there — and  rank  with  a  Pntzi 
or  Crown — then  everyone  takes 
tice,  but  anything  on  the  mid 
rungs  of  the  attainment  lad 
brings  you  less  there  than  in  a 
other  large  town  in  the  U.S. 

"In  Chicago  you  don't  see 
same  unrelenting  professional  cc 
petitiveness  you  do  in  Boston  or 
commercial  competitiveness 
New  York.  People  ignore  you  ml 
in  the  Windy  City,  even  thoi 
you're  doing  well.  Chicago  is  tn 
the  city  of  the  lonely  achiever." 

In  which  large  American  city  I 
easiest  to  start  a  business  of  yo 
own?  Seattle.  Our  respondents'  r 
son  is  that  "people  in  Washingti 
D.C,  Boston,  New  York  and  Chi 
go  are  more  set  in  their  ways  trj 
they'd  have  you  believe.  Ths 
much  less  so  in  Seattle — there': 
greater  willingness  to  try  a  n 
store  or  supplier.  The  consun 
base  there  is  open-minded.  Tl 
gives  you  two  large  groups  to 
catering  to.  If  the  locals  don't  lc 
you,  the  tourists  and  business  tr; 
elers  might — and  there's  a  stea 
stream  of  them.  Also,  your  i 
doesn't  matter  as  much  there:  j 
one  is  surprised  that  the  owner  a 
new  busines  is  21  or  61.  They  ta 
you  seriously  in  both  cases.  In  Se 
tic  it's  less  tough  to  get  going." 

Which  major  city  has  the  biggi 
inferiority  complex?  Philadelph 
No  longer.  If  W.C  Fields  were  ali 
today,  he  would  arrange  to  have  1 
epitaph  read,  "On  the  whole, 
rather  be  in  Cleveland."  Said  t 
respondents:  "More  than  half  t 
people  you  do  business  with 
•Cleveland  apologize  for  the  pla 
when  you  visit  them.  They  tell  y 
about  improvements  that  { 
planned  or  are  in  progress,  but  th 
do  it  with  an  air  of  resignation  th 
also  says,  'It  probably  won't  happ 
in  my  lifetime — or  make  all  th 
much  difference  if  it  does.'  ' 

The  most  confused  city  in  Ame 
ca?  Atlanta.  Why?  "The  odde 
thing  about  business  people  in  A 


ii  is  that  they  can  tell  you  what 
jt!'  city  has  been  like — and  point 
\  old  buildings  and  historic 
I — and  they  keep  telling  you 
it  it  will  be  like,  when  a  number 
mnstruction  projects  and  major 
jfiways  are  finished.  But  they 
fi:  trouble  telling  you  what  the 
I  e  is  like.  This  city  is  stuck  be- 
p  :n  its  past  and  its  future. 
■That's  very  different  from  New 
Ik,  say,  where  most  people  don't 
if  a  hoot  about  the  past  (they 
ik  it's  quaint  stuff  for  tourists), 
r  they  give  just  as  little  of  a  hoot 
j^it  the  future  of  the  place  (they 
ft)  muttering,  'I  hope  I'm  rich 
(  lgh  soon  not  to  be  here').  So  all 
it  care  about  is  its  present." 
fbe  second  most  confused  city  in 
tuountry  is  Denver.  According  to 
lisample:  "Approximately  60%  of 
senior  managers  you  meet  there 
||  t  decide  whether  they  want  to 
b  with  you  in  their  office  or  while 
>iing  around  in  the  hills  in  a  four- 
a  el-drive  vehicle  or — better 
fj — while  on  a  raft,  or  a  chair  lift 
jjski  slope.  Most  went  there  to  be 
.;  of  the  great  outdoors,  but  busi- 
«  is  mostly  an  indoor  sport,  so 
w'le  continually  torn." 
rhat  is  the  most  sports-crazed 
i  in  America?  The  winner  by  a 
fje  margin  is  Boston:  "People  in 
tjir  towns  root  for  their  home 
ins,  but  in  Boston  they  yell 
inselves  hoarse — all  year  round. 
ire  than  40%  of  the  managers  you 
Jit  who  live  there  make  frequent 
Jiments  about  how  the  Celtics, 
i  or  the  Patriots  or  Red  Sox  are 
jig — and  expect  you  to  know  and 
ii — whether  the  team  is  winning 
rosing. 

!fn  Philadelphia  [which  the  panel 
iked  second  in  sports-mania  ]  the 
!>tude  is  very  different.  If  the  Ea- 
li,  Phillies  or  76ers  are  doing 
i  rly  that  season,  the  whole  town 
lelops  amnesia.  Philadelphia  is 
only  metropolis  where  corpo- 
I  managers  say,  'If  the  team 
ps  losing,  I'm  going  to  ask  to  be 
lied — I  mean,  transferred.'  " 
inally,  we  got  sample  members 
lescribe  the  nation's  major  cities 
isking  them  to  complete  the  sen- 
ice:  "This  city's  real  motto  is: 

ep  it  .'  "  Of  Los  Angeles, 

y  said,  "Keep  it  cool."  For  Dallas 
iy  replied,  "Keep  it  friendly." 
st  think  that  the  motto  of  New 
jrk  City  should  be  a  repeatedly 
mted,  "Keep  it  moving."  And 
Washington,  D.C?  A  whispered, 
:ep  it  to  yourself."  ■ 


Surprising  PPG: 

Better  total  return  to  investors 
than  some  big  names. 


Total  Return  to  Investors*  ( 1975-85  Average) 


Since  1975,  PPG  Industries  has  had  a 
higher  average  total  return  to  investors  than 
Dow  Chemical,  Procter  &  Gamble,  IBM, 
Hewlett-Packard  or  GE* 

Surprising?  Perhaps.  But  successful 
performance  has  always  been  a  PPG  hallmark. 

And  our  plans  for  the  future  are  no  less 
surprising. 

If  you'd  like  to  find  out  more,  just  complete 
and  mail  the  coupon  to  receive  our  brochure, 
"Quality  Growth  for  the  Decade  Ahead." 

Or  call  James  F.  Compton,  Director  of 
Investor  Relations,  at  (412)  434-2120. 
We  had  to  work  hard— and  smart— to 
achieve  our  success.  Because 
the  competition  has  never 
been  tougher. 


PPG  Industries,  Inc. 

Corporate  Communications  Department  LCM-34 
One  PPG  Place,  Pittsburgh,  PA  15272 

I  want  to  know  where  PPG  Industries  is  going.  Please 
send  me  your  financial  brochure. 

Name  


Company. 
Addrev._ 


City  

[  ]  Individual  Investor 


.State. 


.Zip. 


f  J  Institutional  Investor 


□  Broker 


•According  to  FORTUNE  magazine,  based  on  annually  compounded  averages-including 
both  stock  price  appreciation  and  dividend  yield  when  reinvested  on  payable  dates. 


es  Market/ 


USINESS  OPPORTUNITIES         BUSINESS  OPPORTUNITIES 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00  Per  Sq.  Ft. 


Modern  technology,  excellent  craftsmanship,  and  American  ingenuity  has  resulted  in  a 
housing  design  with  standard  features  not  found  in  homes  selling  at  twice  the  price. 
•  Fully  Insulated  •  Thermo  Pane  Windows  •  Cathedral  Ceilings  •  Exterior  Decks 
•  Quality  Construction  •  FHA  and  VA  Accepted  •  Built-in  Computer  Center — which 
allows  the  home  to  perform  many  functions  for  the  occupants.  •  Interior  Design  Flexibility 
EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sales. 
•  Unlimited  Income  Potential  •  Protected  Territory  •  Factory  Training  • 
•  No  Real  Estate  License  Required  •  Investment  Securied  by  Model  Home  • 
Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  model 
home.  Home  may  be  lived  in  or  used  as  an  office.  Call  Mr.  Farb 
collect  (404)  255-0728,  6363  Roswell  Rd.,  Suite  B,  Atlanta,  GA  30328 


EXECUTIVE  PROTECTION 


EXECUTIVE 
PROTECTION 

offered  to 
*Corporate  Executives 

*Government  Officials 

*  *  * 

BULLET  PROOF  CARS 


Discreetly  armored  protection 
of  entire  passenger  compart- 
ment, roof,  floor,  battery,  fuel 
tank,  gun  ports  and  options 
such  as  tear  gas,  smoke 
screen,  oil  sick,  etc. 
*  *  * 

As  illustrated  in  People  Maga- 
zine and  observed  on  PM 
Magazine 


EXECUTIVE 
ARMORING 
.CORPORATION 


4836  Whirlwind 
San  Antonio,  Texas  78217 
(512)  654-3905 
7701  NW  56th  St. 
Miami,  Florida  33166 
(305)  594-7429 
TXL  767200  ExecarmorSnt 


BUSINESS  OPPORTUNITIES 


OWN  YOUR  OWN 
APPAREL  STORE 


Own  your  own  Jean-Sportswear, 
Ladies  Apparel,  Childrens,  Large 
Size,  Petite,  Maternity,  Dance- 
wear  or  Accessories  store.  Jor- 
dache,  Chic,  Lee,  Levi,  Izod, 
Gitano,  Tomboy,  Calvin  Klein, 
Sergio  Valente,  Evan  Picone,  Liz 
Claiborne,  Members  Only,  Guess, 
Healthtex,  over  1000  others. 
$14,300  to  $25,900  Including  In- 
ventory, Training,  Fixtures,  Grand 
Opening  etc.  Can  Open  15  Days. 
Call  For  Mr.  Loughlin  (612) 
888-6555 


15,000  BUSINESSES 
FROM  COAST 
^^Pf  TO  CCAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
4t\    Toll  Free  800-327-9630 
V*/  in  Fla  call  800-533-4663 


BE  THE  BOSS 

Own  a  Sir  Speedy  Printing  Center  fran- 
chise. Over  600  others  have,  ask  them. 
Call  today  for  free  information. 

Speedy* 

23131  VERDUGO  DRIVE 
LAGUNA  HILLS.  CA  92653-1342 
CALL  1-800-854-3321 


SHARING 


IS  CARING 


OVER  $500,000,000.00  WORTH 
Of  Businesses  FOR  SALE  By  Owners  Nationwide 

SAVE. . .  No  Brokerage  fees  ^i*"^^ 
If  you  want  to  List  or  Buy  Call  m 
Toll  Free  1-800-233-2115      I:  .  M 
In  Tex  1-214-612-0072  ^^^^ 

GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 
MANY  OFFER  OWNER  FINANCING 


REAL  ESTATE 


PARADISE  VALLEY  RANCH — 

Contemporary  novelist  and  screen- 
writer Tom  McGuane  waited  over  a 
decade  for  this  very  special  ranch  to 
become  available  about  1 5  miles  south 
of  Livingston  in  the  very  heart  of  this 
sought-after  Montana  valley  An  archi- 
tect-inspired remodelling  enhanced  the 
charm  of  the  older  ranch  home  The 
construction  of  a  classic  round  corral 
and  indoor  arena  was  completed  lor 
working  his  champion  cutting  horses. 
He  then  developed  a  private  road  and 
moved  a  rustic  mountain  cabin  into  the 
incredibly  beautilul  high  mountain 
basin  which  is  totally  hidden  from  the 
main  valley  and  forms  the  upper  Vi  of 
the  ranch.  Many  of  his  recent  works 
were  conceived  and  written  in  this  wil- 
derness setting  which  tonus  a  lush  con- 
trast to  the  more  open  and  settled  valley 
w  hich  forms  the  lower  \fi  of  the  ranch 
Now  offered  for  sale  by  Exclusive 
Agent  for  the  Seller:  Hall  &  Hall. 
Inc.,  P.O.  Box  I924.  Billings.  MT 
59103  (406)  252-2155. 


PALM  SPRINGS  VILLA 
TURN-KEY  OPULENCE 

Under  the  gaze  of  majestic  Mt  San  Jacinto 
is  a  shrubbery  wreathed  walled  hideaway. 
Unwind  in  seclusion  in  this  idyllic  setting 
with  exquisite  private  pool,  spacious  patio, 
expansive  living  room,  two  bedrooms, 
vaulted  ceilings  amtd  immaculately -land- 
scaped grounds  Luxuriate  in  the  magical 
balm  of  the  desert  sun  A  private  enclave 
with  24  hour  gated  security  at  legendary 
Racquet  Club  Appointments  and  decor  by 
distinguished  decorator  Richard  Himmel. 
Furnishings,  appliances,  art.  statuary  in- 
cluded. Priced  for  quick  sale  — 
$159,000.00  Call  owner  1-800-345-6464 


L-BAR  RANCH 

116.000  deeded  acres.  13,199  forest  lease 
acres,  on  the  east  slope  of  Mount  Tay  lor. 
50  miles  west  of  Albuquerque.  NM.  ac- 
cessed off  1-40  Summer  and  winter  cat- 
tle range  Elk,  deer.  bear,  and  turkey 
hunting  The  L-Bar  is  priced  "'as  is"  for 
today  's  cash  market  Ronald  H  Mayer 
Real  Estate.  Box  449.  Roswell.  NM 
88201  505/623-5658. 


LUXURY  ON  A  MOUNTAIN 

Spacious  dome  home  with  panoramic- 
views.  2  stories,  full  basement  &  2  car 
garage   A  bargain  at  S2I2.000  5  ac. 
elec/phone  &  well.  Call  Frank 

ALAMOSA  REALTY^  INC 
ALAMOSA.  COLO.  81101 
(O)  303-589-2584  (H)  303-589-3005 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr. 
history. 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


DISTRIBUTORS  WA 


NEW  PR0DUG 
AVAILABLE 

We  are  an  established,  publicl 
R&D  company  with  40  years  e> 
in  that  field  We  have  develop 
new  products  than  we  can  mo 
are  seeking  reliable  firms  ca 
marketing  products  in  the  pho 
tical.  health-care,  medical  devK 
cialty-chemical.  ana  cosmeft 
Principals  only 

United-Guardian, 

PO  Box  2500 
Smithtown,  New  York  l 
(516)  273-0900 
TWX  510-227-6231 


BUSINESS  SERVIC 


USE  OUR  TOLL  FREE  800 
FOR  YOUR  NEXT  PROMC 

Get  the  800  advantage  to  incrq 
itability.  Save  time  &  mone 
take  orders,  leads.  &  messi 
hours  a  day  All  50  States  & 
Professional  &  Economical  ! 
AMERICAN  ADVANTAGI 
1-800-628-2828  exl  KM) 


COMPUTERS 


LLl 


Our  10th  vear  of  DISCOUM1 
COMPUTERS' &  CELLUL  AR  PI 

Fgt.  Prepaid.  Save  Tax  [ 
a.       Toll  Free  800-2.M-.WH) 

Nil  mflRYfTlflC  inoust 

22511  Katy  Fwy 
Katv  (Houston I  TX  77450 
1-713-392-0747  Telex  774132! 


COMPUTER  SOFTWAR 

Professional  List  Manager 
Software  for  the  IBM  PCO 

lEErtlULJol  list  managemer\ 
on  a  microcomputer— at  a  micro  d 
call  lor  FREE  Brochure  (800)  841 
(805)  961 
ARC  TANGENT,  INC 
P0  Box  2009  Santa  Barbara.  CA  < 


FORBES 
MARKET/CLASSIFI 

is  published  in  the  first  isst 
each  month.  Advertising 
ing  date  is  one  month  pre 
ing  date  of  issue. 

Frequency  discounts 
able.  Payment  must  acd 
pany  order  unless  frorr| 
credited  agency. 

FOR  ADDITIONAL  INF0RMATI 
WRITE  OR  CALL: 
UNDA  LOREN 
FORBES  MARKET/CLASSII 

60  Fifth  Avenue'New  York.  NY  1 

(212)  620-2440 


brbes  Market/ 


INE  CELLARS 


WINE  CELLARS 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


INECELLARS-USA  _ 

jiigh-Quality  •  American  Made 
4  etime  Warranty  on  Redwood  Racks 

B  ock  Systems  and  Cellars  from  600  ■  20,000  Bottles 
■  Features:  Wood  Construction*  In dii  idual  Bottle  Nesting  K$B 
■f  antv  on  Compressor*  Uniform  Temperature  &  Humid' 
■Toper  Aeration^  120  VAC  operation-No  Special  Wiring 

Retail  YourCost 

Jl)ttle(Piaurcd)  $2495  $1495 

Kittle  Twin  Unit  •  4495  wm 

f)0  or  more  commission  on  sales  from  your  leads. 
<  lars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 
idnes  &  other  cellars,  we  are  licensed  wine  merchants — Call 

I mpic  Sales  Co.  since  1947 

fc,aBreaAve.,  Los  Angeles,  C  A  90036  Visa/AmEx/MC 
1 1 1  -8045  or  inCA(213)937-3221    •    We  Ship  Anywhere. 


PUBLICATIONS 


TRAVEL 


■  3UAR 
MOBILE 
KSIASTS! 


IdlBE  AND  ENJOY  America's 
Ji jar  Enthusiast  Magazine.  You 
ejve  colorful  issues  filled  with 
BWS  and  history,  helpful  hints 
aospective  buyer  as  well  as  for 
•lined  owner .  .  .  maintenance, 
in  service  locating,  classifieds 
rah  more.  It's  the  perfect  gift 

•ffer(U  S.)— 6  issues:  $24.00 
EJAG  PUBLICATIONS 
x  220-F2,  Carlisle.  MA  01741 


THOSE  IN  THE  KNOW 

book  TRAUELOUlf 


I 


200  CITIES  WORLDWIDE 

(Roundtrip  from  JFK.  New  York) 

Europe  •  Australia  •  Orient 


Sydney 
Acapulco 
Athens 
Shanghai 
Tel  Aviv 
London 
.Madrid 


$1099  Melbourne  $1299 

329  Nice  648 

595  Pans  549 

810  Rio  De  Janeiro  790 

729  Tokyo  695 

457  Vienna  549 

499  Zurich  549> 


„  JL  TOLL  FREE 

l  niod-t10  NATIONWIDE 

Mllti  800-231-5561 

"    718-445-1302  718-445-8429 


tf.LANEOUS  FOR  SALE      PREMIUMS  &  INCENTIVE  GIFTS 


f:MENT  GEMSTONES! 
UNTEED  LIQUIDITY!!! 

i  sale  catalog  Satisfaction  Gtd 
}  Member  Jewelers  Board  of 
<  imber  Commerce,  American 
■A  Assn 
OUSE  OF  ONYX 
Ij-'Io.  One  Main  Street 
>,:nville,  Kentucky  42345 
IL  FREE  1-800-626-8352 

CITABLE  DONATIONS 


INCENTIVE  GIFTS 


All  Types  of  Gift  Merchandise 
for  Every  Purpose. 

Sales  Incentives,  Goodwill  Business 
Gifts,  Custom  Imprinted  Giveaways, 
Christmas  Gift  Programs,  Catalogs. 

Allied  Premium  Company 
1170  Broadway,  New  York,  N.  Y.  10001 
212-683-5050 


MAILING  LISTS 


ie  tax  laws  change  December 
(ate  your  boat,  R.V. ,  coin  col- 
•r  other  valuable  collections 
ive  a  tax  deduction.  Historic 
and  College,  founded  1889.  is 
y's  largest  private  college, 
nountain  youth. 
549-2200,  extension  201, 
Office  of  Appraisal. 


w 

LIS 

I 

STS 

Sll 

85 

F»  16  Million 

Businesses 
•  Homeowners  by 
Income  Ratings 
6,010,000  Investors 


W.  S.  PONTON,  INC. 

5149  Butler  St.  •  The  Ponton  Bldq 
Pgh.  Pa. 15201  .  412-78  2-23  60 


YACHTS 


>rbes: 

>italistTooP 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  to  a  chanty,  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return. 
Airplanes,  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


The  Bulls  and  Bears  in  the  Market 

THE  NEW  YORK  HISTORICAL  SOCIETY,  NEW  YORK  CITY 


FULL-COLOR 
POSTER 

Poster  (28x36")  $20; 
framed  in  black  metal 
S95;  plus  S5  ship- 
ping and  handling. 
NY  state  residents 
add  saJes  tax.  Ad- 
dress all  orders  and 
inquiries  to:  Mu- 
seum Store,  The 
New- York  Historical 
Society,  170  Central 
Park  West,  New 
York,  NY  10024 
(212)  873-3400. 


MACANUDO  ROTHSCHILD' 
CIGARS  35%  OFF!  1 

(6Vi"  RG42,  Box  of  25) 

S33*/B0X!  (SAVE  S18.55)  | 

Wrapper  choice  Natural,  Claro  or  Maduro. 
Also  rock  bottom  prices  on  fresh,  perfect 
Partagas.  Don  Diegos,  H.  Upmanns, 
Ramon  Allones.  Royal  Jamaicas, 
Montecruz.  FREE  catalog  800-672-5544 
(NY  Stale  212-221  -1 408).  Send  check  or 
M  O  — add  $2  00  lor  shipping 
New  York  residents  add  sales  tax 
Offer  expires  Dec  31,  1986 

FAMOUS  SMOKE  SHOP| 

Dept  88.  55  W  39th  St  New  York  NY  10018  ■ 


Wine  Storage 


•  Temperature  Controlled  Cabinets 

•  Custom  Wine  Cellars 

•  Racks  and  Accessories 

Free  brochure. ..Immediate  Delivery 


ESSE 


mm 


i 


CORPORATE 
ITEMS 


We'll  put  your  Company  Name 
on  our  popular  ZIP  0  SflSEl 

It's  a  Nitty  Image  Builder! 

(DIRECT  FROM  MANUFACTURER.) 

An  attractive  pendant  thermometer^ 
with  a  handy  wind  chill  chart 
on  the  back! 

Zip-O-Gage  snaps 
on  a  jacket  zipper 


WES1 

WHEAT  RIDGE.  CO  80033 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  W  |or 
state  width)  Great  birth- 
day or  Christmas  gift 
Send  5 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd.  Dept  O 
San  Francisco.  CA  9413!        (41 5)  585-6100 


Give  him  the  actual 
newspaper  printed  the 


day  he 


was  born 


'It's  absolutely 
fascinating  to  catch  up  on 
what  else  was  going  on  in  the  world  the 
day  you  came  into  it."  Malcolm  Forbes 
'85.  Rare  and  valuable,  these  old,  origi- 
nal papers  make  unique  gifts  for  birth- 
days, anniversaries — every  occasion! 
Not  just  front  pages  or  reproductions, 
but  ACTUAL  and  complete*  editions  of 
newspapers  printed  in  major  U.S.  cities 
1880-1986  .  .  .  each  with  a  certificate 
of  authenticity  included. 

Authentic  Newspaper 
only.  $34.50tt 
Authentic  Newspaper  With 
Personalized  Leatherette 
Presentation  Case... $65. f 
Name  of  recipient  &  newspaper 

embossed  in  gold 
Order  Early  By  Phone  Or  Mail  For 
Holiday  Giving! 


CALL  TOLL-FREE 

1-800-221-3221,  Ext.  639 

In  New  Jersey  1-201-381-2332, 
Ext  639  Major  Credit  Cards 


By  Mail:  HISTORIC  NEWSPAPER 
ARCHIVES,  Dept.  09, 

1582  Hart  St.,  Rahway,  NJ  07065, 

Mapr  Credit  Cards 
tAdd  $4.  UPS.  Enclose  recipient's 
name  to  be  embossed. 
ttAdd  $2.50  UPS. 
(NJ  residents  add  6%  sales  tax) 
'News  sects  only,  in  Sat/Sun  papers 
Historical  dates  priced  higher 


U  W:1  :IA 


ALL  NAME  BRANDS 
FAST-FRESH-CHEAP 


The  Contrarian 


MONEY  &  INVESTMENTS 


Don't  listen  to  people  who  tell  you  small 
capitalization  stocks  do  better  than  big 
cap  stocks.  It's  a  fairy  tale. 

NUMBERS  GAMES 


By  David  Dreman 


The  Street  has  always  been  eager  to 
accept  trendy  ideas,  without  more 
than  a  passing  glance  at  evidence 
that  they  really  work.  That  would 
be  okay  but  for  the  fact  that  follow- 
ing flimsy  concepts  can  cost  inves- 
tors a  good  deal  of  money.  Let's  start 
with  the  common  one  that  small 
technology  stocks  do  better  over  the 
long  term  than  the  market  as  a 
whole.  That  idea  has  enough  holes 
in  it  to  drive  a  trailer  truck  through. 

Take  small  growth  and  technol- 
ogy stocks.  The  Hambrecht  &  Quist 
Growth  Index  (110  stocks)  has  been 
quoted  for  over  a  decade  as  the 
benchmark  to  monitor  the  returns 
of  small,  rapidly  growing  companies 
(sales  under  $200  million)  and  new 
issues.  The  index  has  crisply  out- 
performed the  S&P's  500,  returning 
ten  times  the  initial  investment 
from  Jan.  1,  1974  to  its  peak  in  June 
1983.  Even  with  a  major  decline 
from  its  high  to  its  current  price,  the 
index  is  still  up  almost  437%,  com- 
pared with  the  S&P's  329%. 

However,  appearances  are  deceiv- 
ing. The  Hambrecht  &  Quist  Index 
is  constructed  in  a  somewhat  pecu- 
liar fashion.  Although  the  index 
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goes  back  to  before  1974,  it  was 
actually  totally  rebuilt  in  February 
1985.  This  allowed  the  index- 
makers  to  put  together  a  new  index 
of  winners.  They  added  new  issues 
that  went  public  in  the  late  Seven- 
ties and  early  Eighties  that  showed 
huge  gains.  They  also  selected 
home  runs  among  the  many  thou- 
sands of  older  technology  stocks, 
new  issues  and  other  growth  stocks. 
They  studiously  avoided  hot  indus- 
tries of  the  past  that  have  since  gone 
sour,  such  as  integrated  circuits, 
computer  leasing,  videogames. 

To  add  kick  to  the  performance, 
the  H&Q  Index  is  market-weighted, 
which  means  the  tiny  companies 
with  almost  no  market  value  in 
1974,  or  that  went  public  after  this 
date  and  have  done  sensationally 
since,  account  for  a  good  part  of  the 
index'  rise.  Not  surprisingly,  Gen- 
entech  was  put  in  the  new  index 
and  was  one  of  the  major  contribu- 
tors to  its  sizzling  ascent,  although 
Genentech  wasn't  public  until 
1980.  Other  major  winners  that 
went  public  after  their  inclusion  in 
the  index  were  ASK  Computer,  Cul- 
linet  Software  and  Floating  Point. 
That  the  index  would  do  well  seems 
almost  guaranteed  by  the  manner  in 
which  it  was  put  together. 

Finally,  the  indexmakers  made  a 
slight  error  in  their  calculations 
that  they  haven't  yet  corrected 
That  one  mistake  aione,  made  in 
March  of  1981,  put  the  index  up 
more  than  60%  in  that  month. 
Merely  adjusting  for  the  error,  the 
H&Q  Index  today  would  be  up 
225%,  not  437%,  or  almost  50% 
below  the  S&T's,  and  sharply  under 
the  1,000%  claimed  for  it  in  August 
1983.  So  much  for  the  myth  of  small 
growth  stocks. 


Am  I  being  too  hard  on  H 
brecht  &.  Quist?  I  think  not.  We 
in  numerous  calls  to  its  rese^ 
department  to  get  information 
changes  in  the  index'  stocks  pric 
February  1985  and  were  told  t 
could  not  be  found.  The  story  wc 
be  funny  if  thousands  of  pe« 
didn't  tailor  their  investment  st 
egy  in  conformity  with  a  belief  i 
the  H&Q  Index  was  representa: 
of  how  good  small,  growth-st 
performance  really  is. 

Another  concept  that  misk 
investors  is  the  one  that  says  inv 
ing  in  small  cap  stocks  brings  m 
higher  returns  than  investing 
large  cap  stocks.  This  idea  is  a 
posed  to  be  backed  with  impecc; 
statistical  proof,  and,  as  a  result, 
drawn  some  billions  of  dollars  fr 
individual  and  institutional  inj 
tors.  It's  nonsense.  There  are 
longstanding  studies  out  there  t 
show  small,  growing  companies 
in  fact  provide  better  results, 
major  study  that  purports  to  sh 
the  superior  performance  of  sn 
caps  is  badly  flawed.  The  flaw 
simple.  The  academics  who  did 
study  were  computer  jocks  with 
tie  knowledge  of  economic  histc 
They  claim  small,  growing  com 
nies  did  sensationally  at  the  bott 
of  the  Great  Depression,  with 
turns  of  better  than  40%  annui 
for  years.  This  accounted  for 
major  part  of  their  superior  perl 
mance.  How  did  these  stocks  da 
well  when  others  were  in  the  tat 

They  didn't.  The  professors  di 
computer  sort-out  of  all  stocks 
the  New  York  Stock  Exchange 
market  value  and  then  measu 
the  subsequent  performance  of 
bottom  20% .  Most  of  these  com 
nies  were  big,  some  enormous,  1 
were  sinking  rapidly  in  the  Depr 
sion,  with  a  large  number  about 
go  down  for  the  final  time.  Tr 
were  not  small  companies  but 
companies  whose  market  value  r 
all  but  vanished.  By  the  end  of  1£ 
over  40%  of  these  stocks  were  < 
listed.  It  took  only  a  few  big  wmn> 
from  the  survivors  to  derive  the 
remarkable  returns. 

So,  forget  these  sweeping  gener 
izations  based  on  flimsy  eviden 
Stay  with  low-P/E  stocks  that  ha 
shown  a  consistent  record  of  supe 
or  returns  for  over  five  decades. 

Here  are  some  I  would  look 
today:  McDonnell  Douglas  (84),  I- 
11,  yield  2.5%;  General  Dynam 
(73),  P/E  8,  yield  1.4%;  and  Of 
Casualty  (79),  P/E  12,  yield  3.8%. 


Commodities 


MONEY  &  INVESTMENTS 


bice  patterns  have  a  habit  of  repeating 
\>emselves  year  after  year.  You  may  be 
\ble  to  profit  from  such  action. 

SEASONALLY 
PERFECT 


By  Stanley  W.  Angrist 


aasonality  is  one  of  those  basic 
incepts  in  futures  trading  that  no 
Jilly  well-rounded  trader  can  af- 
|d  to  be  ignorant  of.  Two  items 
[})ssed  my  desk  recently  that  have 
lised  me  to  look  at  the  phenome- 
|n  again. 

First,  Jake  Bernstein,  the  Isaac 
fimov  of  writing  on  futures  trad- 
fa,  has  come  out  with  a  new  book 
3  titled  Seasonal  Concepts  in  Futures 
tiding  ($60,  John  Wiley  &  Sons).  It 
ovides  a  brief  but  comprehensive 
Production  to  the  concept. 
But  Bernstein  does  considerably 
pre.  He  discusses  the  importance 
cash  market  seasonals — a  subject 
knows  well.  (In  1977  he  became 
te  of  the  first  advisers  to  make 
ailable  to  futures  traders  detailed 
i  ormation  on  them.)  He  lucidly 
l  Is  how  traders  can  generate  their 
en  seasonal  price  charts  with  mod- 
}:  computational  skills.  Bernstein 
ows  how  what  he  calls  "seasonal 
is"  may  be  picked  off  these  charts 
generate  substantial  profits. 
Most  commodity  traders  feel  that 
they  get  one  good  idea  from  a 
ok  they  have  gotten  their  mon- 
j's  worth.  Bernstein  presents  more 
|an  one  good  idea,  not  the  least  of 

\nley  W.  Angrist  is  a  commodity  specu- 
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commodity  markets. 


which  is  the  chapter  on  the  "critical 
seasonal  month."  The  concept  is 
simple  enough:  For  certain  com- 
modities, he  has  found  that  if  prices 
closed  above  the  high  or  low  for  that 
commodity's  critical  month,  they 
are  likely  to  continue  in  the  direc- 
tion of  the  penetration. 

But  suppose  you  don't  have  even 
modest  computing  skills,  and  have 
no  interest  in  gaining  them  so  that 
you  can  pick  out  seasonals.  All  is 
not  lost  for  you.  Frank  Taucher, 
that  intrepid  wizard  of  the  com- 
modity-price-crunching machines, 
has  done  it  again.  This  time  he  has 
put  his  "idiot  savants"  to  looking 
for  seasonals  that  might  offer  low- 
risk  opportunities  worth  trading. 
And  he  makes  all  his  efforts  avail- 
able to  you  at  a  price  that  makes 
your  doing  it  yourself  not  worth  it. 
For  only  $25  to  $50  per  commod- 
ity, he  will  provide  you  with,  on 
average,  seven  seasonals.  Call  918- 
493-2897  for  more  information. 


For  example,  Taucher  notes  that 
if  you  buy  March  T  bonds  on  Oct. 
31  and  sell  them  on  Nov.  22,  you 
stand  a  very  good  chance  of  making 
some  money.  In  fact,  the  average 
profit  on  this  trade  over  the  last 
nine  years  is  more  than  $1,700.  Dur- 
ing that  time  the  trade  has  never 
shown  a  loss  if  entered  and  exited 
on  the  dates  specified. 

If  you  are  not  a  100%  dyed-in-the- 
wool  technician,  you  might  ask 
yourself,  why  should  bonds  go  up 
year  after  year  in  this  manner?  Ac- 
tually, there  are  a  number  of  reasons 
that  could  cause  this  price  action. 

First,  the  Treasury  holds  a  quar- 
terly refunding  auction  the  first 
week  in  November,  and  dealers 
want  to  hedge  their  investments  by 
selling  prior  to  the  sale,  thus  pres- 
suring prices.  Then,  after  the  auc- 
tion, bonds  have  a  tendency  to  re- 
bound. Second,  the  recommended 
trade  involves  the  March  contract, 
which  tends  to  perform  better  than 
December,  probably  in  anticipation 
of  the  massive  government  tax  re- 
ceipts that  will  come  in  during  the 
end  of  the  first  quarter.  Prudent 
traders  will  keep  in  mind  that  there 
are  important  congressional  elec- 
tions taking  place  in  the  time  period 
of  this  seasonal  that  could  derail  it. 
In  fact,  all  or  none  of  the  above 
might  be  true — the  important  thing, 
as  technicians  know,  is  that  histori- 
cally bond  prices  rise  during  the 
first  three  weeks  of  November. 

Taucher  recommends  that  you 
use  a  technical  trading  method  with 
which  you  feel  comfortable  in  order 
to  take  up  your  position  and  ignore 
sell  signals  during  this  period.  Based 
on  history,  a  $1,700  stop  should 
contain  any  drawdowns.  ■ 


Just  the  right  spice 

March  T  bonds  have  shown  a  remarkably  reliable  seasonal  tendency  to 
rally  from  late  October  to  the  third  week  in  November.  The  average 
profit  has  been  $1,753  per  year;  the  average  drawdown  only  $681. 

Entry 
year 

Entry 
price 

Exit 
price 

Profit 
on  trade 

Worst 
drawdown 

Maximum 
profit 

1977 

100.75 

101.56 

$813 

$-438 

$875 

1978 

91.12 

93.09 

1,969 

0 

2,281 

1979 

80.16 

81.53 

1,375 

-1,656 

1,531 

1980 

68.19 

69.44 

1,250 

-1,531 

2,250 

1981 

S8.K7 

63.09 

4,219 

0 

6,063 

1982 

76.97 

77.16 

188 

-1,094 

1,500 

1983 

70.12 

71.19 

1,063 

-750 

1,063 

1984 

70.03 

72.53 

2,500 

-656 

2,500 

1985 

77.19 

79.59 

2,406 

0 

3,063 

Streetwalker 


Not  a  charity 

Few  companies  are  as  comfortably 
situated  these  days  as  $1  billion 
(estimated  1986  sales)  General  Cine- 
ma Corp.  The  company  is  the  biggest 
motion  picture  exhibitor  in  the  U.S. — 
nearly  1,200  screens  in  37  states — and 
the  largest  independent  bottler  of  the 
Pepsi-Cola  soft  drink  line.  Its  invest- 
ment portfolio,  heavy  with  RJR  Na- 
bisco, is  worth  more  than  $22  per 
share  of  General  Cinema's  36.4  mil- 
lion shares.  Hence  the  nice  action  in 
the  stock,  which  at  a  recent  47  is  up 
30%  since  mid-September. 

General  Cinema  may  well  appreci- 
ate more,  especially  if  Chairman 
Richard  Smith,  61,  whose  family 
owns  roughly  30%  of  the  stock,  inter- 
prets the  tax  bill  as  an  incentive  to 
take  capital  gains  before  year's  end. 

A  better  speculation,  however, 
might  be  Carter  Hawley  Hale 
Stores— for  reasons  that  require  a  re- 
minder of  recent  history.  General 
Cinema  owns  $300  million  (face  val- 
ue) of  CHH  convertible  preferred.  The 
holding  is  convertible  into  38.6%  of 
CHH's  32  million  fully  diluted  shares. 
Cinema  got  this  stake  when  it  saved 
CHH  from  the  arms  of  The  Limited's 
Leslie  Wexner  in  1984.  Since  then 
CHH  has  modernized  stores,  upgraded 
merchandise  and  installed  cost  con- 
trols. To  help  finance  this  and  to  cut 
long-term  debt,  in  July  it  put  Philadel- 
phia-based John  Wanamaker  on  the 
block.  So  far,  no  takers.  But  the  chain 
could  fetch  at  least  $  1 50  million. 

Yet  CHH's  shares  (recent  price,  36) 
have  been  essentially  flat  of  late. 
Smith  is  not  running  a  charitable  in- 
stitution, and  could  put  CHH  in  play 
by  selling  his  stake.  Indeed,  a  stand- 
still on  the  stake  expired  in  July.  Even 
with  a  CHH  ESOP  owning  20%,  in- 
siders controlling  another  5%,  and  re- 
strictions still  in  force  on  how  Gener- 
al Cinema  may  sell  its  shares,  a  hos- 
tile offer  would  not  be  out  of  the 
question.  Some  sort  of  friendly  deal — 
or  an  insider  buyout  in  the  Macy's 
mode — is  also  a  possibility.  Some 
well-connected  sources  put  CHH's 
value  as  high  as  $50  a  share.  Atten- 
tion, shoppers. — Thomas  Jaffe 


Security  blanket 

Here's  an  esoteric,  some  might  say 
spooky,  little  number:  ERC  In- 
ternational, with  sales  of  $63  million 
and  headquarters  in  Vienna,  Va.  ERC 


is  basically  a  professional  services 
firm  that  gets  around  60%  of  its  reve- 
nues from  the  government.  Included: 
underwater  acoustics  and  signal  pro- 
cessing for  the  U.S.  Navy,  and  run- 
ning the  Army's  West  Coast  consoli- 
dation and  containerization  depot  in 
Lathrop,  Calif,  and  the  National  Can- 
cer Institute  drug  repositories  in 
Rockville,  Md.  It  also  produces  com- 
puter software  for  creating  technical 
illustrations.  As  for  "physical  securi- 
ty," which  the  1985  annual  report  re- 
fers to  as  an  ERC  "specialty,"  this  is 
mentioned  in  the  same  sentence  as 
the  State  Department's  request  for  $3 
billion  to  $4  billion  from  Congress  to 
protect  its  overseas  facilities  in  light 
of  recent  terrorist  events.  On  the  ci- 
vilian side,  ERC  provides  consulting 
and  security  services  for  the  nuclear 
energy  industry  worldwide. 

How  secure  is  the  NYSE-traded 
stock?  Milwaukee  Co.  analyst  Rudolf 
Hokanson  figures  ERC  will  earn  78 
cents  a  share  this  year,  up  39%.  Next 
year,  he  predicts  a  comparable  gain,  to 
$1.10  a  share.  Recently  at  11,  down 
from  nearly  16  in  May,  Hokanson 
looks  for  ERC  again  to  reach  16  over 
the  next  6  to  12  months.— T.J. 


Attention — 
again — shoppers! 

A few  months  ago  Streetwalker  ad- 
vised readers  to  watch  for  take- 
over action  in  Mobile,  Ala. -based  Del- 
champs  Inc.  and  some  other  regional 
supermarket  chains  (Forbes,  Sept.  8). 


harm  Fresh  store 


Don't  overlook  the  ugly  ducklings. 


Sure  enough,  on  Oct.  10  Great  Atlan- 
tic &  Pacific  Tea  Co.  offered  to  buy 
Delchamps,  sending  the  stock  up 
more  than  40% . 

Should  you  want  to  roll  your  profits 
into  another  chain,  Goldman,  Sachs' 
analyst  Stephen  Mandel  Jr.,  who 
brought  you  Delchamps,  likes  the 
long-term  prospects  of  Food  Lion  (At- 


lantic Coast),  Hannaford  Bro< 
(New  England),  Giant  Food  (WasJ 
ton,  D.C.),  Bruno's  (Alabama)  anj 
permarkets  General  (Northeast). J 
But  don't  overlook  an  ugly  duel 
like  $439  million  (revenues)  j 
Fresh,  Inc.,  headquartered  in  Nofl 
Va.  Farm  Fresh  went  public  in  M 

1983  at  16,  did  a  secondary  in  Ocl 

1984  at  16V8  and  by  early  19851 
risen  as  high  as  22 Vi.  Then  poor « 
ings,  the  result  of  price  wars  ifl 
chain's  Virginia  Tidewater  home 
ket  and  a  costly  expansion  into  N 
Carolina,  helped  knock  the  shar< 
around  10.  Recent  price:  16. 

Mandel  says  Farm  Fresh  is  nov| 
ing  to  get  back  on  track  by  bu 
Open  Air  Markets  Inc.,  also  in 
Tidewater  area.  This  should  gn 
roughly  40%  of  that  market  andl 
ter  control  over  pricing.  The  c 
bined  company  will  have  about '. 
million  in  sales  and  should  ear 
cents  a  share  this  year  on  13.4  mil 
common  outstanding  after  the  n 
er.  Mandel's  estimate  for  198 
$1.05  a  share.  After  the  merger,  ii 
ers  will  own  37.5%.  Even  so,  sb] 
the  merger  fail  to  produce  res 
Farm  Fresh  could  end  up  on  somt 
else's  shopping  list. — T.J. 


Asset  play 

It  takes  an  old-fashioned  asset  ] 
er  with  uncommon  self-confidi 
to  buy  $1  billion  (sales)  Harmschj 
Corp.,  Brookfield,  Wis.'  venei 
manufacturer  of  material-hanc 
equipment  and  electric  mining  s 
els.  Business  has  been  awful  s 
1982.  Last  year  profits  came  to  a  i 
est  $1 1.6  million. 

Why,  then,  has  the  stock  dou 
since  last  November?  Because 
company  is  on  the  move  and  qu 
piling  up  cash.  Last  March  it 
$175  million  for  Beloit  Corp.,  a  1 
ing  manufacturer  of  papermaking 
chines.  Then,  in  June,  Harnischl 
sold  its  moneylosing  construe 
equipment  division  to  Kidde  Inc 
$72  million  in  cash  and  paper. 

Now  Harnischfeger  is  negotia 
with  Mitsubishi  Heavy  Industrii 
longtime  foreign  licensee  of  Beloi 
the  sale  of  up  to  a  20%  interes 
Beloit.  The  rumored  price:  $70 
lion  to  $80  million.  That  would  n 
Hamischfeger's  piece  of  Beloit  w 
around  $300  million,  or  $15  for  \ 
of  Hamischfeger's  20  million  full  I 
luted  shares.  I 


f  schfeger  papermaking  machine 
I  ig  out  the  values. 

h  company  is  ending  fiscal  1986 
!■  ct.  31)  with  roughly  $10  a  share 
Ish  in  the  till.  Subtract  $8.50  a 
I  in  debt  and,  at  a  recent  price  of 
nlarnischfeger's  industrial  tech- 
nics and  heavy  equipment  groups 
aalued  at  next  to  nothing.  With 
fere,  led  by  retired  Chairman 
tiy  Harnischfeger,  63,  owning  less 
|2%  of  the  stock  (Kobe  Steel  Ltd. 
I  another  8.3%  and  the  State  of 
jigan  Retirement  Systems, 
jo ),  it  is  small  wonder  there  have 
takeover  rumors, 
ije  caveat:  Without  a  deal  you'll 
4  to  be  patient.  Analysts  estimate 
hompany  will  earn  roughly  40 
I  a  share  in  the  current  fiscal  year 
(.vill  reach  only  $1.35  or  so  in 
Iber  1987.  But  patience  is  what 
f  investing  is  all  about. — T.J. 


i  sye  on  Cyclops 

freetwalker!"  a  reader  pleads. 
'  Where  are  you  when  one  of  your 
(  s  runs  and  I  don't  know  whether 
jsh  in  or  hang  on?" 
lay,  okay.  Here's  one:  Cyclops 
I  Last  spring  we  noted  a  dispute 
een  Cyclops  Corp.  and  some  big 
holders  over  management's 
I  to  sell  its  specialty  steel  and 
bsidential  construction  business- 
members  of  management  and  to 
Hillman  Co.  (Forbes,  May  5). 
dually  the  deal  was  scrapped, 
n  the  dust  cleared,  Streetwalker 
?ht  the  stock,  at  60,  was  easily 
'  for  a  few  quick  points.  Longer 
.  our  sources  said  Cyclops  was 
a  at  least  $85. 

lat's  happened?  The  stock  is  up 
Vi.  Should  you  take  your  profits? 
)e  not.  Streetwalker  hears  there 
everal  bidders  both  for  the  steel 
less  and  for  Silo,  Cyclops'  retail 
l  in  home  entertainment  equip- 
:.  Hang  in  there.  This  one  ought 
t  to  that  85  number,  and  maybe 
some. — TJ. 


Read  two  at  night, 

Wake  inspired  in  the 
morning 

The  original  volume  of  Forbes  Scrapbook  of 
Thoughts  on  the  Business  of  Life  was  a  bedside 
book,  a  traveling  companion,  an  ideal  birthday 
or  holiday  gift,  even  part  of  the  new  employee 
program  at  a  firm  of  business  consultants. 

Now  in  a  handsome  blue  cloth  slipcase,  the 
expanded  two-volume  edition  of  Forbes  Scrap- 
book  of  Thoughts  on  the  Business  of  Life  is 
being  offered  to  Forbes  readers. 

The  result  of  patient  culling  month  by  month 
over  a  number  of  years,  each  volume  contains 
some  3,500  polished  gems  of  wisdom  from 
the  great  authors  of  Greece  and  Rome  down 
to  our  own  day. 

The  pages  are  generously  laid  out  on  good 
quality  paper,  a  pleasure  to  browse  through  and 
savor  at  random,  a  Thought  or  two  at  a  time. 
Alternatively,  a  special  index  allows  the  pursuit  ^ 
of  themes  such  as  thoughts  on  Courage,  Patriotism, 
Faith,  Romance  and  Taxes. 

The  binder  is  blue  cloth,  matching  the  slipcase,  with  the  lettering  on  the 
spine  imprinted  in  gold. 

The  price  for  the  two  volume  set,  $29.95, a  nice  saving  on  the  per  volume 
price  of  $17.50.  To  order,  simply  fill  out  and  mail  the  coupon  below. 


The  original  volume.  500  pages,  approximately 
3,500  Thoughts.  Same  binding  as  two-volume  set. 
Only  $17.50 


Forbes 


DEPT.  T.,  60  FIFTH  AVENUE,  NEW  YORK,  NY  1001 1 

|    |  Send  me  the  2-volume  boxed  set  of  The  Forbes  Scrapbook  of  Thoughts 
on  the  Business  of  Life.  My  check  for  the  special  price  of  $29.95  enclosed. 

]  Send  me  the  original  one-volume  collection.  My  check  for  $1 7.50  enclosed. 
Send  to 


Address 

(please  print) 

City 

State 

Zip 

All  prices  include  postage  and  handling  charges  Please  add  appropriate  sales  tax  on  New  York  State 
orders  and  other  states  where  applicable 
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Announcing 
the  formation  of  a  J 
syndicate  dedicated 
to  saving  human  life 


This  unique  financing  offers 
an  opportunity  to  support  the 
Cancer  Research  Institute's 
continuing  search  for  ways  to  help 
the  body's  own  immune  system 
fight  cancer. 


Send  for  the  prospectus,  and 
learn  how  you  can  help  create 
life-saving  dividends  for  everyone. 


A  campaign  to  raise  $10  million  has  been 
launched  to  help  the  Cancer  Research  Institute 
search  for  alternatives  to  surgery  radiation,  anc 
chemotherapy  A  sponsoring  group  composed) 
noted  business  leaders  Peter  A.  Cohen, 
Chairman  of  the  Board,  Shearson  Lehman 
Brothers;  lerome  P  Kenney  President,  Merrill 
Lynch  Capital  Markets;  William  E.  Mayer, 
Managing  Director,  First  Boston  Corporation; 
Thomas  W  Strauss,  Executive  Managing  Directs 
Salomon  Brothers;  and  Frederick  B.  Whittemon 
Managing  Director,  Morgan  Stanley  &  Co.,  has 
already  generated  tremendous  enthusiasm  for 
CRI's  unique  new  financing  program. 

The  Cancer  Research  Institute  has 
pioneered  the  field  of  cancer  immunology  Nou* 
you  can  be  a  pioneer  helping  CRI  continue  its 
work  harnessing  the  body's  natural  immune 
system  to  fight  cancer. 

You  and/or  your  company  are  invited  to  jo 
these  individuals  in  this  new  life-saving  syndical 

The  bottom  line  is  this.  One  out  of  three 
Americans  will  get  cancer  And  unless  major 
breakthroughs  in  cancer  treatment  and 
prevention  are  made,  half  of  those  people  will 
die  from  the  disease. 

The  Cancer  Research  Institute's  pioneering 
immunology  efforts  are  working  And  it's  in  that 
pioneering  spirit  that  we  now  turn  to  you 


r 


CANCER 
RESEARCH 

INSTITUTE 

133  East  58th  Street 
New  York.  N  Y  10022 
(212)688-7515 


The  Cancer  Research  Institute  is  a 
tax-exempt,  not-for-profit  organiza- 
tion All  contributions  are  tax- 
deductible 


□ 


I  want  to  know  more  about 
CRI  Please  send  me  a  copy  of 


your  prospectus 


j     j  Enclosed  is  my  contribution 


of$_ 
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Outside  New  York  State,  call— 1-800-223-7874 


Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


s  x-cy  Under  White  represerited  the  acme  of  luxurious  hits  travel  in  the  1920s 


iy  years  ago  in  Forbes 

tithe  issue  of  November  1,  1926) 

rj  n  the  World  War  closed  the  ex- 
stjanes  to  our  cotton  [in  1914]  the 
D  dropped  to  7Vi  cents  a  pound, 
l(ie  plea  to  'Buy  a  Bale  of  Cotton' 
E'teard  across  the  country.  Those 
ciad  the  faith  to  buy,  not  one  bale, 
I  hundred  or  a  thousand,  reaped 
ur.ome  profits,  for  the  recovery 
dure  and  swift. 

'j?ain  the  buy-a-bale-of-cotton  cry 
iieen  raised,  and  again  cotton  is 
hbly  a  profitable  purchase,  for  the 
"iievelopments  that  have  brought 
I  this  call  for  aid  have  probably 
i  bed  the  depths  of  the  price  scale. " 

I  40-hour  week  is  inevitable  in 
3'ican  labor,  for  the  simple  reason 
nt  is  economically  sound  and  prof- 
t:.  It  is  profitable  for  the  worker 
i  he  employer,  and  has  been  tre- 

lously  successful  in  the  numer- 
I  rafts  in  which  it  is  already  partial- 
:  active.  High-pressure  production 
:  he  physical  demands  of  modern 
l  itry  are  such  that  only  with  a 

er  day  can  we  attain  notable  pro- 

in  mechanical  production." 

— AFL  President  William  Green 


y  years  ago 

the  issue  of  November  1,  1936) 

)  kinds  of  exhibits  particularly 
at  businessmen's  eyes  at  the  Na- 
1  Business  Show  in  New  York 
late  in  October.  Type  one  con- 
i  of  office  equipment  which 
1  be  used  for  compiling  and  re- 
ng  payroll  data  for  the  reports 
h  employers  must  begin  to  send 
>e  federal  government  on  Jan.  1 
r  the  Social  Security  Act.  Crowds 
constantly    gathered  around 


equipment  of  this  kind,  [including] 
the  fabulously  intelligent  machines 
which  compile,  calculate,  tabulate, 
interpret  and  print  the  information 
contained  on  the  punched  cards 
which  are  fed  to  them." 

"It  begins  to  look  as  if  air  cleaning  in 
industrial  plants  may  in  future  be 
done  electrically.  The  particular 
equipment  which  suggests  these  new 
possibilities  is  a  dust  precipitator  de- 
veloped for  use  in  the  pottery  indus- 
try. But  other  industries  will  un- 
doubtedly be  able  to  adapt  the  new 
development  to  their  own  needs." 

Twenty-five  years  ago 

(From  the  issue  of  November  1,  1961) 

"The  world's  first  multi-engined  mili- 
tary aircraft  was  a  queer  bomber  built 
for  the  Tsar  of  Russia.  Its  salient  fea- 
ture was  a  porch,  complete  with  rock- 
ing chair,  from  which  the  Tsar  could 


Helicopter  pioneer  Igor  Sikorsky  man- 
mug  the  controls  of  an  early  model 


comfortably  drop  his  bombs.  The  de- 
signer: Igor  Sikorsky,  now  an  employ- 
ee of  United  Aircraft  and  a  world- 
famed  figure  in  his  own  right." 

"Growth  became  the  magic  word  in 
the  Wall  Street  letter  writer's  lexicon. 
Pin  the  label  on  a  stock  and  you  could 
expect  it  to  double  or  treble — even  if 
its  earnings  moved  not  at  all.  Origi- 
nally the  term  was  fairly  carefully 
used:  To  earn  it,  a  company  had  to 
have  a  proven  record  of  steadily  rising 
profits  and  new  and  profitable  prod- 
ucts over  a  number  of  years. 

"But  eventually  the  old  standby 
growth  stocks,  of  the  IBM  and  Minne- 
sota Mining  variety,  climbed  to 
heights  that  bewildered  many  inves- 
tors. Obligingly,  Wall  Street  began 
scratching  around  for  more  merchan- 
dise that  could  carry  the  'growth'  la- 
bel. Last  year  it  found  it  in  literally 
hundreds  of  new  stock  offerings  in  the 
electronics  and  other  'glamour'  indus- 
tries and  by  expanding  the  growth 
concept  to  fit  such  businesses  as 
vending  machines  and  cosmetics." 


Ten  years  ago 

(From  the  issue  of  November  1,  1976) 

"Nobody — including  the  people  who 

make  it — quite  understands  why  the 
Cross  Century  ballpoint  became  the 
prestige  item  it  did.  But  there  it  is: 
Cross  claims  over  50%  of  the  high- 
priced  pen  market  ($3  and  up)  in  spite 
of  strong  competition  from  Parker 
and  Textron's  Sheaffer  division. 

"With  a  market  share  like  this  and  a 
premium  price  for  a  product  that  basi- 
cally hasn't  changed  much  in  20 
years,  Lincoln,  R.I.'s  A.T.  Cross  &.  Co. 
regularly  earns  30%  and  more  on  its 
invested  capital.  Its  sales  have  dou- 
bled in  the  past  four  years  alone  and 
will  rise  another  25%  to  30%  this 
year.  In  1966  A.T.  Cross  netted  just 
short  of  $800,000  on  sales  of  slightly 
less  than  $9  million.  This  year  it  will 
probably  net  $6.5  million  or  more  on 
sales  of  better  than  $50  million." 

"From  a  currency  trader's  standpoint, 
there  simply  is  nothing  special  about 
the  falling  pound.  'It  doesn't  matter 
which  currency  it  is  or  whether  it 
moves  up  or  down,'  says  Christopher 
Bennett,  chief  dealer  for  Barclays 
Bank  on  Upper  Thames  Street.  'A  vol- 
atile market  is  more  profitable — as 
long  as  we're  right.'  " 


The  average  man's  judgment  is 
so  poor,  he  runs  a  risk 
every  time  he  uses  it. 
Ed  Howe 


It  is  better  to  stir  up  a  question 
without  deciding  it,  than  to  decide 
it  without  stirring  it  up. 
Joseph  Joubert 


I  mistrust  the  judgment  of 
every  man  in  a  case  in 
which  his  own  wishes 
are  concerned. 
Duke  of  Wellington 


If  you  wish  to  form  a  clear 
judgment  on  your  friends, 
consult  your  dreams. 
Karl  Kraus 


The  day  of  judgment  is  an 
important  notion:  But  that 
day  is  always  with  us. 
Alfred  Whitehead 


Decisiveness  is  often  the 
art  of  timely  cruelty. 
Henry  Becque 


Every  thought  is  an  exception 
to  the  general  rule  that 
people  do  not  think. 
Paul  Valery 


Of  all  intellectual  faculties, 
judgment  is  the 
last  to  mature. 
Arthur  Schopenhauer 


The  contemplative  life  is 
often  miserable.  One 
must  act  more,  think 
less,  and  not  watch 
oneself  live. 
Nicolas  Chamfort 


The  idea  of  duty  is  always 
inseparable  from 
that  of  happiness. 
Denis  Diderot 


Thoughts 

on  the  Business  of  Life 


Cool,  deliberate,  penetrating 
judgment  is  as  necessary  in  peace 
as  in  war.  Life  is  an  endless  chain 
of judgments,  from  the  time  we  feebly 
try  to  crawl  to  the  time  we  pass  on. 
We  cannot  escape  the  daily  treadmill 
of  decisions.  Let  us  open  our  eyes 
to  the  importance  of  making  our 
decisions  wisely.  The  more  imperfect 
our  judgment,  the  less  perfect 
our  success. 
B.C.  Forbes 


The  man  who  insists  upon  seeing 
with  perfect  clearness  before 
he  decides,  never  decides. 
Accept  life  and  you 
must  accept  regret. 
Frederic  Amiel 


He  who  has  a  choice 
has  trouble. 
Dutch  proverb 


The  soul  of  dispatch 
is  decision. 
William  Hazlitt 


Good  resolutions  are  useless 
attempts  to  interfere  with 
scientific  law. 
Oscar  Wilde 


The  world  owes  all  its  onward 
impulses  to  men  ill  at  ease. 
Nathaniel  Hawthorne 


More  than  6,000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60 Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Certainties  are  arrived  at 
only  on  foot. 
Antonio  Porchia 


Wc  are  mistaken  in  believing 
the  mind  and  the  judgment 
two  separate  things.  Judgment 
is  only  the  extent  of 
the  mind's  illumination. 
La  Rochefoucauld 


There  is  no  more  miserable 
human  being  than  one  in  whoi 
nothing  is  habitual 
but  indecision. 
William  James 


It  is  your  own  conviction  that 
compels  you;  that  is, 
choice  compels  choice. 
Epictetus 


He  who  hesitates 
is  sometimes  saved. 
James  Thurber 


A  Text . . . 

Judge  not,  and  ye  shall  nc 
be  judged:  condemn  not, 
and  ye  shall  not  be 
condemned:  forgive,  and 
ye  shall  be  forgiven. 
Luke  6:37 


Sent  in  by  Thomas  Hodges,  Madison, 
Wis.  What's  your  favorite  text?  The  Fori 
Scrapbook  of  Thoughts  on  the  Business 
of  Life  is  presented  to  senders  of 
texts  used. 


One  never  goes  so  far  as 
when  one  doesn't  know 
where  one  is  going. 
Goethe 


A  man  may  be  a  very  good  judgt 
of  a  county  court,  and  yet  be 
a  very  poor  judge  of  himself. 
Josh  Billings 
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►    /fi  LOCK  BRAKING  SYSTEM.  It's  raining. 
You're  turning.  Suddenly  you  must  stop. 
Turbo  Coupe's  anti-lock  braking  system  (ABS) 
will  automatically  pump  the  brakes  ten 
times  a  second  to  maintain  your  tires'  adhe- 
sion to  the  road. 

The  purpose  of  ABS  is  not  necessarily 
to  stop  faster.  But  to  stop  with  more  control 
under  less-than-ideal  road  conditions. 
Which  is  why  the  system  is  very  logically 
called  the  "Anti-lock  braking  system" 

►OTHER  DESIGN  CONTENTS.  Functional 
hood  ducts  route  outside  air  to  the  inter- 
cooler.  Flush  side  glass  reduces  interior  wind 
noise.  And  new  16-inch  tires  provide  a 
large  contact  area  with  the  road  for  enhanced 
handling  and  traction. 

Drive  the  new  Turbo  Coupe,  available  to  buy 
or  lease  at  your  Ford  Dealer.  Once  you've 
experienced  how  it  can  go,  turn  and  stop  we 
think  you'll  agree  that  once  again,  logic 
has  triumphed. 

►ONLY  FROM  FORD:  3-YEAR  UNLIMITED 
MILEAGE  POWERTRAIN  WARRANTY. 
Ford's  powertrain  warranty  covers  you  for 
three  years  with  unlimited  mileage. 
It's  a  combination  unmatched  by  any  other 
American  manufacturer.  Ford's  warranty 
covers  major  powertrain  components  on  all 


1987  Ford  cars.  Limited  warranty  and 
certain  deductibles  apply.  Also,  participating 
Ford  Dealers  stand  behind  their  customer 
paid  work  with  a  free  Lifetime  Service  Guar- 
antee. It's  good  for  as  long  as  you  own  your 
Ford  car.  Ask  to  see  the  Powertrain  Warranty 
and  the  Service  Guarantee  when  you  visit 
your  Ford  Dealer. 


AND  WHERE 
IT  CAN  TAKE  YOU. 

FORD  THUNDERBIRD 
TURBO  COUPE. 


►  FORD.  BEST-BUILT  AMERICAN  CARS... 
SIX  YEARS  RUNNING.  "Quality  is  Job  1 V 
In  fact,  for  the  past  six  consecutive  years, 
Ford  quality  has  led  all  other  American 
car  companies. This  is  based  on  an  average 
of  owner-reported  problems  in  the  first 
three  months  of  service  on  '86  models, 
and  in  a  six  month  period  on '81-85  models 
designed  and  built  in  North  America. 

Have  you  driven  a  Ford... lately? 


The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  288  and  289. 
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It  knocks  down  more  than  a 
few  old  ways  of  getting  down 
to  business. 

A  mechanical  body  that 
singlehandedly  comes  within 
one-tenth  of  a 
millimeter  of 
flawless  performance. 

Meet  the  Nova  10 
robot,  brainchild 
of  Daewoo. 

Still,  robotics  is 
just  one  way  Daewoo 
'means  business 
There  are  microchips  and  micro- 
waves. Oceanliners  and 
jetliners.  Compact  disc  players 
and  compact  cars. 

For  the  lowdown  on  our 
high-tech  line,  call 
212-909-8200.  And  see 
how  a  strong-armed 
robot  can  give  you 
the  upper  hand. 
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Hating  fat,  thinking  thin 


Flab  ergasting 

When  it  was  suggested  at 
a  recent  editorial  meeting 
that  we  do  an  article  on 
the  fattening  of  America, 
I  was  skeptical,  as  were 
many  of  my  colleagues. 
Wasn't  U.S.A./1986  trim 
of  waist,  firm  of  flesh  and 
fanatical  about  exercise 
and  diet?  Didn't  the  ads 
and  the  rest  of  popular 
culture  reflect  a  lean,  en- 
ergetic image  of  our- 
selves? But  the  truth  will 
out.  The  figures — no  pun 
intended  —  demonstrate 
that  Americans  are  get- 
ting fatter  and  flabbier.  Jim  Adams  and  Jeff  Trachtenberg  tell  tri 
story  in  "Losing  the  battle  of  the  bulge,"  beginning  on  page  16^ 
Maybe  that's  why  food  stocks  have  been  strong  performers  xx\ 
past  few  years. 

Where  the  action  is 

Why  does  Forbes  devote  16  pages  in  this  issue  to  private! 
owned  companies?  For  the  very  sound  reason  that  private  conj 
panies  are  growing  a  lot  faster  than  big  public  companies  and  ai 
becoming  steadily  more  important  to  the  economy.  Net 
inflation,  combined  revenues  of  the  500  biggest  public  corpora 
tions  declined  slightly  compared  with  last  year.  In  the  same  yes 
estimated  revenues  for  the  400  largest  private  companies  ro^ 
an  estimated  11%,  to  just  short  of  $400  billion. 

While  the  decision  to  do  the  feature  was  easy,  the  executioi 
was  not.  Private  means  private,  and  a  good  number  of  the  outfit 
told  us  to  get  lost.  Instead  we  got  busy,  built  a  database  an) 
researched  over  2,000  private  firms  to  filter  out  the  top  40(1 
Where  the  companies  refused  to  cooperate,  competitors,  era 
ployees  and  others  helped  out.  Senior  Editor  Steve  Kichen  an 
Reporter  Michael  Ozanian  undertook  the  complex  project,  wit 
assistance  from  Tom  Quinn,  John  Popp  and  others.  Starts  o| 
page  190. 

Advice  from  the  heart 

Unlike  his  flamboyant  grandfather  and  his  playboy  father,  thj 
present  Aga  Khan  deliberately  keeps  a  low  profile.  But  to 
American-educated  leader  of  the  Ismaili  Muslim  sect  is  mor 
than  just  a  fabulously  rich  man.  He  is  also  an  important  contrib 
utor  both  of  ideas  and  money  to  the  developing  countries  when 
most  of  his  followers  live.  In  a  rare  interview,  Prince  Karic 
speaks  frankly  with  Forbes  about  what  he  thinks  ails  the  Thir 
World.  "An  Aga  Khan  for  the  21st  century,"  by  Contributin 
Editor  Pranay  Gupte,  starts  on  page  134. 
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Trends 


The  vanishing  woman 

Women  are  different,  the  poets 
sing,  but  are  they  really?  Cata- 
lyst, a  New  York  City-based  research 
group  that  concentrates  on  women,  is 
questioning  two  popular  myths  about 
women  in  management.  One  is  the 
accepted  wisdom  that  because  four 
times  as  many  women  as  men  start 
their  own  businesses,  more  women 
managers  must  quit  their  jobs.  Reli- 
able statistics  are  scarce,  Catalyst  ad- 
mits, but  an  unpublished  study  by 
Michigan  State  University  showed 
that,  proportionately,  dropouts 
among  corporate  women  were  only  a 
fraction  higher  than  among  males. 
(Another  study,  by  Boyden  Interna- 
tional, the  recruiters,  involving  142 
married,  single  and  divorced  women 
executives  averaging  $113,000  a  year 
plus  bonuses,  found  that  92%  planned 
to  keep  working  until  retirement.) 
The  second  myth  Catalyst  questions 
is  that  women  are  leaving  to  bear  and 
rear  families.  A  1984  study  by  R.D. 
Hisrich  of  Tulsa  University  and  C.G. 
Brush,  a  Boston  management  consul- 
tant, found  that  the  typical  woman 
entrepreneur  was  40  or  over.  Catalyst 
interviewed  18  former  women  man- 
agers and  found  they  were  not  leaving 
primarily  for  family  reasons.  Instead, 
their  problems  sounded  like  the  same 
ones  that  stymie  men.  "They  feel 
blocked  and  stifled,"  says  Catalyst's 
Arlene  Johnson.  "This  is  a  staffing, 
not  a  woman,  problem,  and  employ- 
ers who  do  not  try  to  check  it  can  be 
making  an  expensive  mistake." 


Who  will  insure  airbags? 

Liability  insurance,  an  old  and  pain- 
ful story  for  doctors,  lawyers  and 
company  directors,  has  become  a 
problem  in  a  new  area — automobile 
airbags.  And  this  comes  at  a  time 
when  the  controversial  devices  are 
showing  at  least  faint  signs  of  life. 
Since  March,  for  instance,  Ford  has 
installed  optional  driver's-seat  airbags 
on  10,700  of  its  Tempo  and  Mercury 
Topaz  models,  many  for  corporate 
fleets.  Mercedes  has  them,  too.  Auto- 
makers are  covered  for  gear  they  in- 
stall, including  airbags,  but  bags  retro- 
fitted by  others  are  another  story. 

Under  a  National  Highway  Traffic 
Safety  Administration  program,  for 
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example,  550  bags  have  gone  into  po- 
lice cars  in  seven  states  since  1984. 
The  NHTSA  insures  these.  (The  bags 
have  been  activated  34  times,  pre- 
venting all  but  minor  injuries.)  Insur- 
ance companies  such  as  Nationwide 
and  Allstate  have  also  retrofitted  part 
of  their  fleets,  which  they  insure.  But 
Romeo  Kojyo,  Inc.  in  Tempe,  Ariz., 
the  only  working  U.S.  retrofitte'r,  has 
had  a  hard  time  buying  liability  insur- 
ance on  airbags.  Its  coverage  fell  from 
$30  million  in  1984  to  $500,000  this 
year.  Farmers,  Sentry,  Aetna,  Allstate 
and  State  Farm  have  all  refused  to  bid 
this  year,  says  President  David  Ro- 
meo, so  airbagmakers  and  parts  sup- 
pliers such  as  TRW  no  longer  sell  to 
him.  That  has  cost  him  a  major  order 
from  Avon-Rent-a-Car  in  Los  Ange- 
les, a  1 , 1  00-car  luxury  rental  fleet  that 
wants  to  install  bags. 


An  airbag  under  test 

Where  underwriters  fear  to  tread. 


The  payoff  on  ethics 

Do  business  ethics  help  business? 
Yes,  says  Mark  Pastin,  director  of 
the  Center  for  Ethics  at  Arizona  State 
University.  A  list  of  U.S.  corporations 
that  have  paid  dividends  for  100  years 
(one  of  Pastin's  measures  of  success) 
tends  to  coincide  with  those  that  gave 
ethics  high  priority,  he  says.  How  to 
measure  ethics?  Pastin  studied  the  in- 
ner workings  of  25  multinationals 
here  and  in  France,  Germany  and  the 
U.K.  for  three  years.  In  his  new  book, 
The  Hard  Problems  of  Management,  he 
singles  out  such  examples  as  Motor- 
ola, 3M,  Siemens  and  Cadbury 
Schweppes,  which  he  says  care  more 
about  stockholders  than  other  corpo- 
rations. They  also  pay  more  attention 
to  their  dependence  on  suppliers,  cus- 
tomers and  others  who  support  them, 
allow  for  and  encourage  differences 
among  employees,  and  promote  and 


reward  candor.  The  result,  Pas 
says,  is  that  they  can  successfu 
make  changes  to  get  through  h. 
times.  Cadbury's  U.K.  employees, 
example,  belong  to  29  milits 
unions.  Yet,  because  the  company  I 
consistently  kept  them  informed 
costs  and  profits,  it  is  installing  hij 
tech  machinery  and  cutting  jobs  wj 
out  labor  strife. 


The  prisoner's  song 

Although  U.S.  prisons  historical 
have  doubled  as  factories,  mal 
m-jail  goods  have  been  barred  ffl 
interstate  commerce  since  19j 
Now,  with  the  blessing  of  retired  U 
Chief  Justice  Warren  Burger,  the  ic 
of  industry  behind  bars  is  taking 
new  life.  The  hope  is  that  unskill 
prisoners  can  be  trained  in  new  trat 
and  recidivism  rates  reduced.  To  t< 
the  idea,  the  federal  government! 
again  allowing  interstate  shipment! 
prison-made  goods,  so  long  as  stai 
have  Justice  Department  certifi* 
tion.  So  far,  seven  states  have  be 
certified,  and  private  businesses  ha 
set  up  shop  in  prisons  in  six — Califl 
nia  (where  TWA  uses  inmates  as  r 
ervation  agents  and  Olympia  mat 
tools),  Minnesota,  Idaho,  Kansi 
Utah  and  Nevada.  The  employers  i 
free  to  hire  and  fire  prisoners  so  la 
as  they  pay  prevailing  market  wag^ 
says  Judith  Schloegel,  executive  dirt 
tor  of  the  National  Center  for  \nno\ 
tion  in  Corrections,  a  nonprofit  Was 
ington-based  group.  They  can  also  £ 
free  space  and  utilities.  Some  want 
invest.  North  American  Housi: 
Corp.,  for  example,  has  proposed 
30,000-square-foot  prison-based  pla 
for  manufactured  housing.  A  pris 
industry  task  force  headed  by  Justi 
Burger  has  issued  guidelines  for  su 
plants,  and  3,500  prisons  and  bu 
nesses  have  requested  copies. 


Gas  and/or  booze 

California's  crackdown  on  drm 
driving  has  landed  a  body  blow  < 
convenience  chains  like  7-Eleve 
Circle  K  and  Stop  N  Go,  one-stop  oi 
lets  for  such  staples  as  gasoline  ai 
beer.  At  present  54  of  the  Gold) 
State's  444  cities  ban  the  sale  of  gas 
line  and  alcoholic  beverages  at  tl 
same  location.  Because  of  "grandfat! 
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LASSALE 


YOU'LL  FIND  MORE  PARTS 
IN  THE  BRACELET  OF  THIS 
'WARD-WINNING  THALASSA 

THAN  YOU  WILL  IN 
A  ROLLS-ROYCE  ENGINE.' 


bu're  looking  at  a  link  in  the  bracelet  ot  perhaps 
i ;  most  beautiful  watch  in  the  world:  the  award- 
nning  Thalassa .  We've  taken  it  apart  to  make  a  point 
:  out  the  excellence  of  this  superb,  water-resistant 
i  epiece. 

«r\  the  rush  to  praise  technology,  people  often  lose 
i  ht  of  the  thing  that  makes  watchmaking  an  art: 
*  ndcrafting.  Jean  Lassale  never  forgets. 

takes  us656  parts  tocraft  each  exquisitegold  and 
;  el  Thalassa  bracelet.  Twelve  to  a  link, 
f  y-six  more  than  the  engine  of  a  Silver 
'.  :>ud;  which  has  a  mere  600  major 
'  >ving  parts. 


Thalassa 


Each  Thalassa  part  is  slipped  precisely  into  place 
by  hand.  If  you've  ever  assembled  a  model  ship  you 
know  what  that  entails. 

Perhaps  we  could  have  built  this  Thalassa  bracelet 
with  fewer  parts.  But  then,  it  wouldn't  be  as  supple,  as 
flexible  or  as  fitting. 

With  fewer  parts,  Thalassa  might  still  have  won  the 
Laurel  d'Or  in  Monte  Carlo  as  Watch  of  the  Year. 
And  no  one  would  have  noticed.  But  we'd  know. 

And  you'd  know.  And  that  makes  all  the 
difference  in  the  world. 

Thalassa.  By  Jean  Lassale.  Perhaps  the 
most  beautiful  watch  in  the  world. 


Foster  St  Son       Smart  Shoppers 


233  Steele  Street 
Denver,  Colo.  80206 


)  lames  "Rolls-Royce"  and  "Silver  Cloud" 
i  egislered  trademarks 

re  are  600  major  moving  internal  parts 
i  3  engine  ol  a  Rolls-Royce  Silver  Cloud 


3350  West  Devon  Avenue 
Chicago,  Illinois  60659 
(312)  673-6000 
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er"  clauses,  only  new  outlets  are  af- 
fected, but  convenience  stores  want 
to  halt  the  ordinances  before  other 
states  get  any  ideas.  A  University  of 
Southern  California  study  shows  that 
less  than  3%  of  drunk  drivers  arrested 
in  the  state  last  February  and  March 
got  their  alcohol  at  stores  that  also 
sold  gas,  notes  A.J.  Gallerano,  general 
counsel  at  Houston-based  National 
Convenience  Stores  (NCS).  A  23-com- 
pany  coalition  of  convenience  stores 
and  small  oil  firms  has  challenged  the 
laws  in  nine  lawsuits.  Meanwhile, 
State  Assemblyman  Gary  Condit,  a 
Modesto  Democrat,  has  drafted  a 
compromise  bill  that  would  prohibit 
cities  from  denying  a  liquor  license  to 
a  store  simply  because  it  also  sells  gas. 
It  would  allow  restrictions  near 
churches,  schools,  hospitals  and  resi- 
dences, or  if  liquor  sales  caused  a  nui- 
sance or  encouraged  loitering.  The 
proposal  has  produced  cautious  opti- 
mism on  both  sides  of  the  argument. 
This  is  good  news  for  Southland,  Cir- 
cle K  and  NCS,  which  plan  335  new 
stores  in  California  by  1987,  most  to 
sell  beer  and  gasoline. 


Quote,  unquote 

Donna  Pope,  Director  of  the  Mint, 
after  temporarily  suspending 
sales  of  the  new  U.S.  gold  coins  when 
the  initial  supply  of  800,000  was 
snapped  up  in  two  days:  "I  hate  suffer- 
ing from  success." 

A.W.  (Tom)  Clausen,  retired  presi- 
dent of  the  World  Bank,  after  being 
called  to  resume  command  at  the 
troubled  Bank  of  America,  on  world 
economics:  "Economic  policies  are 
screwed  up  in  all  countries,  even  ours. 
But  in  some  developing  countries 
they  are  really  screwed  up." 


A.W.  Clausen 
It's  all  relative. 


Stanley  Gault,  chief  executive  of 
Rubbermaid,  Inc.  and  new  chairman 
of  the  National  Association  of  Manu- 
facturers, on  the  shift  from  manufac- 
turing to  service  industries:  "More 
people  are  working,  but  fewer  people 
are  making  $20  an  hour.  More  people 
are  making  $5,  $6  or  $7  an  hour. 
That's  a  survival  wage.  They  buy  no 
boats.  They  buy  no  appliances." 


The  price  of  unions 

Can  union  labor  ever  cost  less?  Yes, 
says  Steven  G.  Allen,  an  econo- 
mist at  North  Carolina  State  Univer- 
sity, in  a  study  of  the  construction 
industry  done  for  the  National  Bureau 
of  Economic  Research  in  Cambridge, 
Mass.  Allen  based  his  conclusions  on 
measurements  of  cost,  profit  and 
price  in  three  construction  areas: 
commercial  office  buildings,  schools 


Construction  in  Florida 
Can  unions  cut  costs? 


and  hospitals.  Sampling  commerc 
buildings,  he  found  that  while  higl 
union  wages  priced  a  contractor  out 
small  projects,  economy  of  scale 
vored  them  in  bigger  ones.  All 
notes  that  union  hiring  halls  can  sij 
ply  large  numbers  of  skilled  works 
on  short  notice,  something  the  nc 
union  contractor  cannot  do.  Unio 
also  can  screen  workers,  he  says, 
ducing  "qualitative  uncertainty." 

In  public  hospital  and  school  cc 
struction,  the  study  found  unio 
meant  greater  .costs.  Here,  All 
thinks  the  reason  is  that  "governme 
officials  have  little  incentive  to  pi 
duce  buildings  at  lower  than  budget! 
cost."  Even  private  hospital  owne 
he  adds,  may  lack  incentive  becau 
their  revenues  come  from  govei 
ments  or  insurance  companies.  T] 
commercial  building  owner,  howev< 
can  threaten  to  delay,  cancel  or  re] 
cate  a  project;  timing  and  location 
schools  and  hospitals  are  often  dicta 
ed  by  public  need. 


What  price  quality? 

Product  quality  draws  salutes  ai 
lip  service,  but  how  much  atte 
tion  does  it  really  get?  Not  as  much 
it  deserves,  if  a  Gallup  Poll  of  near 
700  U.S.  executives  for  the  Ameriq 
Society  for  Quality  Control  (ASQC)| 
any  indication.  An  impressive  41 
ranked  quality  the  most  critical  issi 
for  the  next  three  years,  and  57' 
judged  it  more  important  than  prof: 
cost  or  product  scheduling.  But  ev^ 
more  (70%)  missed  badly  on  its  co^ 
estimating  that  the  price  of  produi 
development,  warranties,  returns,  etj 
added  up  to  10%  of  gross  sales.  CorJ 
panies  that  have  concentrated  o 
quality  control  say  it  is  20%  to  300/1 
Two-thirds  of  the  respondem 
thought  they  would  get  back  S3  or 
for  every  SI  invested  in  quality  with 
the  first  three  years,  but  the  ASQ 
says  the  actual  return  can  be  muo 
higher.  The  executives  also  rated  tli 
quality  of  U.S.  products  better  tha 
they  thought  consumers  wouli 
"That  is  dangerous,"  notes  Jams 
Houghton,  chairman  of  Cornir 
Glass  and  a  quality  control  exper 
"You  ought  to  listen  to  your  cust< 
mers."  Perhaps  more  dangerous,  64c 
called  complaints  the  best  way 
measure  quality,  a  sign  that  the 
chose  to  wait  for  trouble  instead 
heading  it  off.  Finally,  15%  of  thos 
polled  saw  no  link  between  produt 
tivity  and  quality,  ignoring  the  fac 
that  quality  can  save  rework,  spoil 
age,  inventory  and  other  costs. 


WHAT  IF  YOU  CAN'T? 


What  if  soon  isn't  soon  enough? 

What  about  complications? 

How  can  different  people  with  the  same  medical 
:onditions  get  well  in  the  same  number  of  days? 

As  brakes  are  being  applied  to  medical  costs,  a 
>igger  concern  becomes  apparent:  does  cost 
:ontrol  mean  lower  quality  in  health  care? 

At  the  CIGNA  companies,  we  address  these 
questions  by  tailoring  our  prepaid  medical  and 
iental  programs,  and  our  traditional  indemnity 
)lans  to  manage  the  cost  of  health  care  without 
acrificing  quality 

We  insist  on  stringent  selection  criteria  for  our 
)hysicians,  dentists  and  hospitals.  Some  of  the  best, 
nost  trusted  practitioners  are  part  of  our  programs. 

We  also  help  maintain  qualify  by  working  with 
>atients  and  their  physicians  to  examine  recom- 
nended  treatment  and  suggested  length  of  stay. 
Wore  anyone  ever  sets  foot  in  a  hospital. 
\lternatives  such  as  outpatient  surgery  are  discussed. 


For  certain  surgical  procedures  we  pay  the  full  cost 
for  a  second  opinion.  And  if  complications  ever  arise 
we're  aware  of  it,  and  the  hospital  stay  is  adjusted.  If 
home  health  care  is  needed,  we  help  with  that,  too. 

And,  our  companies  manage  treatment  programs 
for  the  seriously  ill,  better  informing  the  patient 
and  family  as  to  the  right  medical  choices. 

The  programs  we've  created  have  helped  many 
companies  effectively  manage  their  benefits  costs, 
while  assuring  quality  health  care  for  their  employees. 
And  we  never  lose  sight  of  the  needs  of  the  individual. 

To  learn  more  about  what  we  can  do  for  your 
company,  write  to  CIGNA  Corporation,  Dept.  R7,  One 
Logan  Square,  Philadelphia,  Pennsylvania  19103. 

Coring  about  cost  and  quality  of  care  is  the  best 
way  for  a  patient  and  a  company  i 
to  "Get  Well  Soon."  And  it's  one 
more  example  of  CIGNAs 
commitment  to  personalized 
service  to  business. 


CIGNA 


The  muscle 
of  capital. 

The  flexing 

OF  MINDS. 


As  a  word,  capital  is  bandied  about 
constantly.  It  is  sprinkled  throughout 
investment  banking  conversations, 
mumbled  over  in  meetings,  and  used 
almost  as  freely  as  the  word  'market- 
ing' was  used  a  few  years  ago. 

But  what  is  capital,  really?  And 
how  should  capital  truly  ■■  ■■■■  ■■i.i  .h 
be  viewed? 

Capital  is  muscle  that 
is  ready  to  be  flexed.  The 
bigger  the  idea,  the  more 
capital  that  is  necessary. 
If  speed  is  of  the  essence, 
then  capital  on  demand 
—like  strength  on  demand— is  of  the 
essence. 

As  such,  capital  must  be  in  con- 
stant balance  with  the  dimensions  of 
the  idea  it  is  to  execute. 

Our  $2.5  billion  in  capital  offers  us 
the  intellectual  freedom  to  think  in 
orders  of  magnitude  equal  to  the  size 
of  the  transaction  at  hand.  And  this 
thinking,  in  balance  with  such  for- 
midable capital,  separates  us  from 
those  who  view  capital  as  merely 
brute  horsepower. 

Because  of  this,  we  are 
ready  and  able  to  commit  our 
own  capital  to  give  clients 
unprecedented  certainty  and 
j  speed  in  making  a  deal  happen 
A  recent  demonstration  of 
I  which  was  our  orchestrating 


HAVING  CAPITAL 

AND  TRULY 
USING  IT  ARE  TWO 

ENTIRELY 
DIFFERENT  THINGS 


LEHMAN 
BROTHERS 

An  American  Express  company 
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a  $500  million  financing  package  in 
only  three  weeks  for  the  leveraged 
buy-out  of  Sheller-Globe. 

In  a  less -publicized  form,  the 
strength  of  capital  is  evident  when  it 
is  committed  to  attract  and  keep  top 
talent,  to  continually  expand  the 
■■■■■■■■—■in  firm's  breadth  of  exper- 
tise, and  to  support 
those  state-of-the-art 
minds  with  state-of-the- 
art  technology  as  well. 

As  a  result  of  our 
committing  capital  in 
such  a  manner,  we  have 
become  the  firm  known  for  putting 
senior  bankers  on  each  and  every 
transaction,  regardless  of  size,  from 
start  to  finish. 

And,  as  an  example  of  extending 
our  expertise,  we  have  built  a  depth 
of  talent  specializing  in  corporate 
restructuring  around  the  globe. 

Needless  to  say,  all  are  backed  by 
the  finest  technology  capital  can  buy. 

So,  the  real  issue  surrounding 
capital  is  much  deeper  than  a  firm 
being  able  to  boast  they  have  access 
to  it.  They  must  also  know 
how  to  use  it,  know  when  to 
use  it,  and  know  how  to  cre- 
ate more  of  it.  Without  an 
idea,  it  is  merely  dead  weight. 
With  an  idea,  it  is  the  fulcrum 
that  can  move  mountains. 


I  The  Investment  Bankers  of  Shearson  Lehman  Brothers 

1    C  1986  Shearson  Lehman  Brothers  [nc 
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THE  KNICKERBOCKER 
CHICAGO 


A  proud  history  repeats  itself. 

During  the  1920s,  The  Knickerbocker 
Hotel  proudly  began  a  history'  of  taste  and 
elegance  on  Chicago's  Gold  Coast. 

.Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  tins  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker. ..as  we  carry  on  our 
proud  history. 

At  the  Top  of  the  Magnificent  Mile, 
Walton  Place  at  North  Michigan  Avenue, 
(800)  621-8140.  (312)  751-8100 
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Self  healing 

Two  years  ago  Mark  Hughes, 
founder  of  Los  Angeles-bascd  Hcr- 
balife  International,  was  riding  high. 
He  had  just  married  a  Swedish  beauty 
queen,  paid  $7  million  for  Kenny  Rog- 
ers' Bel  Air  mansion,  and  his  diet- 
products  company  had  nearly  $500 
million  in  sales  and  more  than 
700,000  distributors.  But  some  physi- 
cians and  nutritionists  warned  that 
Herbalife's  20-pill-a-day  regimen  con- 
tained potentially  harmful  laxatives, 
diuretics  and  caffeine,  and  the  investi- 
gators were  circling  (Forbes,  Feb.  25, 
1985).  Eventually,  they  would  include 
the  Food  &  Drug  Administration, 
U.S.  Senate,  Canadian  Ministry  of 
Health  &.  Welfare,  California's  attor- 
ney general,  its  Department  of  Health 
Services  and  the  Santa  Cruz  County 


Herbalife's  Mark  Hughes 

Will  surrender  spell  success? 

district  attorney. 

The  controversy  has  thinned  Her- 
balife's loyal  following.  Sales  for  the 
fiscal  year  ending  in  January  are  ex- 
pected to  be  down  to  around  S250 
million,  and  "active"  Herbalife  dis- 
tributors now  number  about 
260,000.  But  Herbalife  says  its  prob- 
lems are  over  and  it's  ready  to  get 
back  to  business.  Last  month  it  set- 
tled with  the  state  of  California, 
admitting  no  wrongdoing  and  deny- 
ing all  allegations  but  still  agreeing 
to  make  changes.  Its  career  hand- 
book, for  example,  will  drop  claims 
that  Cell-U-Loss  naturally  elimi- 
nates cellulite  or  that  Schizandra 
Plus  helps  combat  damage  that  can 
lead  to  premature  aging. 

Herbalife  also  will  pay  $850,000  in 
investigative  costs,  attorneys'  fees 
and  penalties  to  the  state  of  Califor- 
nia. "This  is  the  largest  settlement 
ever  attained  from  a  health  products 


company,  and  this  should  be  a  wi 
ing  to  other  companies  that  we  i 
continue  to  monitor  closely  tH 
businesses,"  says  John  Van  De  Kai 
California's  attorney  general. 

On  another  front,  to  comply  v\i 
federal  FDA  regulations  regard 
therapeutic  claims  for  products  t 
do  not  have  new  drug  approval,  1- 
balife  will  voluntarily  remove  t 
products  from  its  line  altogether. 

Two  years  ago  Hughes  was  sui 
the  FDA  commissioner  and  the  Sec 
tary  of  Health  &  Human  Services 
defamation.  Why  is  Herbalife  now 
ing  so  agreeable?  "Having  lawsi 
hurts  business,"  says  Herbalife  an 
ncy  Conrad  Klein.  "We  couldn't 
ford  to  wait  five  years  to  go  to  col 
and  settle  that  way."  Director  of  M 
keting  Jack  Lund  says  the  compa. 
having  taken  its  medicine,  will  stai 
major  network  TV  campaign 
month  and  add  14  new  products 
year-end.  He  estimates  sales  for  19 
will  climb  to  $800  million.  In  Calif! 
nia  the  dream  never  dies. 


Here  come  smart  cards 

Losses  from  lost,  stolen  or  count 
feit  credit  cards  ran  to  about  $7 
million  in  1984.  That's  no  crisis — 
issuing  companies  lose  four  tim 
that  to  card-carrying  deadbeats — r> 
it's  no  laughing  matter,  either 
issuers  seem  to  be  getting  a  handle 
at  least  part  of  the  problem  and  thi 
their  newest  wrinkle,  "smart"  car< 
may  help  cope  with  the  rest.  But  w 
105  million  Americans  packing  T 
million  cards,  a  total  solution  st 
looks  as  elusive  as  perpetual  moti 
(Forbes,  Sept.  9,  1985). 

With  the  Secret  Service  on  the 
suers'  side  (card  counterfeiting  li 
came  a  federal  crime  in  1984), 
changes  in  the  plastic  itself,  fake  can 
may  be  on  the  way  out.  Visa  now 
hard-to-counterfeit  holograms 
most  of  its  cards,  computers  to  tra« 
suspicious  buying  patterns  and  an 
counterfeiting  terminals  to  doubl 
check  the  identification  coding.  1 
counterfeiting  losses  dropped  near 
53%,  to  $14.7  million,  last  year.  Ma 
terCard  has  phased  in  fine-line  prin 
ing  and  a  hologram  on  its  cards,  ar 
its  losses  dropped  19.3%,  to  $151 
million,  in  the  last  two  years. 

Such  measures,  however,  do  litt 
about  lost  and  stolen  cards,  whifl 
cost  Visa  and  MasterCard  banks  ai 
other  $164  million  last  year.  Masts 


Look  who 

ives  you  the 
world 


Look  who  serves  up  more  world  for  less  miles. 
Northwest's  WorldPerkssm  frequent  flyer  program. 

After  just  20,000  miles,  you  get  a  free  round  trip 
anywhere  we  fly  in  the  continental  U.S.  or  Alaska. 
After  40,000  miles, you  can  fly  free  to  Hawaii,  Europe, 
Mexico  or  the  Cayman  Islands. 

After  just  60,000  miles,  we  give  you  Asia  — places 
like  Tokyo,  Hong  Kong,  Seoul  or  Taipei. 

No  other  airline  gives  you  so  much  so  soon. 


W6  Northwest  Airlines,  Inc. 


On  domestic  flights,  members  of  our  WorldPerks 
program  can  upgrade  to  First  Class  for  as  little  as 
$15  over  full  coach  fare. 

Call  your  travel  agent  or  Northwest  Airlines  at 
(800)  225-2525  for  U.S.  reservations,  or  (800)  447-4747 
for  international  reservations.  . 

Look  to  us. 

®  NORTHWEST 


TODAY/  HE  COULD  GET  TOM  AND  HUCK 
INTO  11%  MORE  TROUBLE. 


Few  writers  could  get  characters  in  and  out 
of  hair-raising  scrapes  with  such  proficiency  and 
wit  as  Mark  Twain. 

But  consider  how  many  more  adventures 
Mr. Twain  could  have  thrilled  us  with  if 
he'd  had  the  use  of  telephone  acces- 
sories from  Plantronics. 

We  figure  we  could  have  easily 
hoosted  Mr.  Twain's  productivity  on 
the  phone  by  59%.  And  boosted  his 
overall  efficiency  by  at  least  11%* 

Unfortunately  Mr. Twain  never  had 


the  chance  to  use  the  products 
that  would  have  kept  Tom 
and  Huck  up  to  their  necks  in 
mischief.  But  you  do. 

jghtweight  headsets 
that  set  your  hands  free 
Amplified  handsets 
specially  made  for 
noisy  environments.  Even  a  much- 
improved  version  of  the  popular 
speakerphone. 
In  fact,  nobody  has  more  ways  to  help 


benefits  of  a  speakerphone 
without  sounding  like  one. 


you  get  the  most  from  even-  w 
So  if  personal  communica 
r  is  as  important  to  vour  livelihoc 
)l  it  was  to  Mr.  Twain's,  contact  \« 
i  Plantronics  distributor.  Or  call  us 
1  800  538-0748  In  California, 
1  800  662  3902  Extension  102 
And  find  time  to  write  your  own 
happy  ending. 

V  PLANTRONICS 

Somedav.  all  communication  will  be  this  effick 


iwze  of  the  731  million 

tin  the  chiselers  be  stopped? 

jird  and  Visa  banks  spent  at  least 
|00  million  last  year  on  authoriza- 
if  ins,  including  lists  of  lost  and  stolen 
mrds  and  a  system  allowing  mer- 
Q-ants  to  double-check  customers  by 
lone  with  bank  computers.  Each 
:<fll  costs  from  60  cents  to  80  cents, 
Jd  at  the  present  growth  rate,  the 
Inks  could  spend  $2  billion  in  1990 
I  okays.  Two-thirds  of  the  fraud  De- 
ars before  missing  cards  have  been 
torted,  adds  John  C.  Elliott,  execu- 
te vice  president  of  MasterCard  In- 
rnational,  and  it  costs  $75  to  replace 
th  card. 

[So  the  companies  are  now  trying 
iiart  cards,  with  built-in  computer 
lips.  MasterCard  launched  a  smart 
ed  pilot  program  for  32,000  custom- 
k  in  Columbia,  Md.  and  West  Palm 
lach,  Fla.  last  year.  By  early  next 
jar  it  will  decide  whether  to  issue 
fem  to  all  73  million  of  its  U.S.  card- 
Ilders.  If,  as  seems  likely,  smart 
Irds  get  the  nod,  Elliott  says  they 
ibuld  probably  be  phased  in  by  1991, 
la  cost  of  $1  billion  to  $2  billion  for 
p  cards  and  a  new  network  to  han- 
fc  them.  One  disadvantage:  Holders 
buld  have  to  use  a  personal  identifi- 
|tion  number,  as  with  automatic 
rnk  teller  machines.  But  MasterCard 
'%ires  the  system  would  more  than 
y  for  itself  within  2'/>  years  by  cut- 
lg  fraud  and  authorization  costs,  as 
.'11  as  losses  to  deadbeats. 
Visa  also  likes  smart  cards,  but  it 
ims  to  use  embellished  magnetic 

ipes  as  an  interim  step.  In  pilot 
igrams  in  Venezuela,  Great  Britain 
|d  in  Atlanta,  Visa  has  added  such 
ta  to  the  stripe  as  credit  ratings  and 
fnits,  allowing  purchase  okays  to  be 
ade  immediately  by  machines  at  rc- 
jil  counters.  Visa  got  its  second  Su- 
rcard  prototypes  last  month  but 
ints  to  test  whether  they  can  also  be 
ed  for  checking,  savings  and  the 
:e.  If  it  decides  on  mass  production, 
pcrcard  could  be  in  widespread  use 

1990. 


DRCC  Mnucyucn  17  inu/. 


Diamond 
parrot  brooch. 


A  I A  VIEILLE  RUSSIE 


781  FIFTH  AVENUE,  NEW  YORK  10022 
|   (212)  752-1727 


Open  Saturdays  from  10  AM  to  4  PM 


ITS  NOT  A  RISK 
WHEN  IT'S  BEEN  DONE 
OVER  1250  TIMES. 


FANTASTIC  SAMS,  the  original  family 
haircutters,  is  the  world's  largest  and 
fastest  growing  haircare  franchise, 
according  to  ENTREPRENEUR,  1986.  It's 
no  accident  —  Fantastic  Sam's  has  sold 
over  1250  stores  —  and  we're  still 
growing  with  new  sales  each  day! 

Inquire  today  about  owning  a 
Fantastic  Sam's  franchise. 

•  no  accounts       •  $i5,000 
receivable  minimum 

•  relatively  low  investment 
inventory  •  no  royalties 

•  weekly  fees  of    •  in  business 
$131.00  for  yourself, 

but  not  by 
yourself. 

We  have  a  system  that  will  work  for 
you !  (Don't  take  our  word  for  it:  call 
any  of  our  400  owners,  who  collectively 
own  over  1250  stores,  and  ask  them. 
Most  were  never  in  the  hair  business.) 

In  USA,  call  1-800-621-5307, 

8:30-5:00  CST 
In  Canada,  call  604-530-3177 
or  416-441-6330 


This  offering 
made  by 
prospectus  only. 


I 


Readers  Say 


<f  i  he  original  faroih  haircutterC)^ 


Readers'  bonus 

Sir:  Do  I  have  to  tolerate  extensively 
documented  accounts  of  field  trips  by 
the  Forbes  quasi-dynasty  riding  Har- 
leys  in  Japan?  It  makes  buying  an  issue 
of  Forbes  like  renting  a  movie  video- 
tape and  finding  out  someone  spliced 
in  footage  from  his  home  movies.  If 
you  want  to  add  bulk  to  your  maga- 
zine, please  just  add  blank  pages — I 
could  at  least  use  those  for  notes. 
—Walter  C.  Reris 
Libertyville,  III 


Spark  plug  or  muffler? 

Sir:  The  Tax  Reform  Act  reminds  me 
of  the  old  Lizzie  Borden  poem,  with 
the  main  characters  changed: 

Senator  Packwood  took  an  ax 
and  gave  the  economy  forty  whacks. 
When  he  saw  what  he  had  done, 
then  he  gave  it  forty-one. 
— Sam  Barker 
Pensacola,  Fla. 


Shell  on  target 

Sir:  An  interesting  article  about  a  re- 
markably able  and  insightful  energy 
leader,  John  Bookout  of  Shell  Oil  (Oct. 
6),  was  marred  only  by  an  obtuse 
headline — "How  long  before  OPEC  is 
back  in  the  saddle?"  When  were  they 
ever  out  of  it?  The  collapse  in  oil 
prices  was  engineered  by  OPEC  and  is 
serving  its  purpose:  reducing  invest- 
ment and  competition  from  all  non- 
OPEC  fuels  and  restoring  order  to 
OPEC's  ranks.  Oil  demand  and  prices 
are  sure  to  rise.  Shell  may  be  prepared 
for  the  future,  but  U.S.  policy  is  clear- 
ly not. 

— Charles  K  Ebinger 

Director,  Energy  &  Strategic  Resources, 

Center  for  Strategic  & 

International  Studies 
Georgetown  University 
Washington,  D  C. 


Friendly  takeovers 

Sir:  I  take  exception  to  the  headline 
"Unfriendly  raider"  on  the  piece  on 
me  and  Sanwa  Bank  in  your  Nov.  3 
issue.  All  but  a  very  few  Japanese  ac- 
quisitions of  U.S.  companies  have 
been  on  a  friendly  basis.  We  expect 
this  trend  to  continue. 

Sanwa  Bank  Merchant  Banking 
Group  has  never  represented  any  cli- 


ent in  an  unfriendly  takeover  bid. ' 
majority  of  companies  we  have 
vised  injected  capital  to  revitalize 
porate  America,  both  preserving; 
well  as  creating  jobs.  Too  many  r| 
conceptions  already  exist  regarcl 
Japan-U.S.  business  relations.  L| 
not  add  another  one. 
— Shuhei  Sato 
Senior  Vice  President, 
Merchant  Banking  Group 
New  York,  N.Y. 


West  Coast  players 

Sir:  As  on  the  East  Coast,  lacross. 
big  out  here,  too,  and  the  vast  ma 
ity  of  us  club  players  also  come  fr 
eastern  schools  (Personal  Affairs,  t 
6).  [There  is]  one  difference:  We're 
investment  bankers  and  money  mi 
agers.  I  wish  we  were! 
—Todd  Walsh,  D.D.S. 
San  Jose,  Calif 


Tim  I>aviv  F«K"Us  W 


Big  on  both  coasts 


Prudential  Bache  s  return 

Sir:  In  the  1986  Annual  Mutual  Ful 
Survey  issue  (Sept  8),  the  Prudentii 
Bache  Utility  Fund's  performance  v>\ 
listed  incorrectly. 

The  fund's  12-month  return,  as 
June  30,  was  37.2%,  not  32%. 
— Steven  W  Ballentine 
Portfolio  Manager, 
Prudent ial-Bache  Utility  Fund 
Newark,  N.J. 


Saving  SDI 

Sir:  Re  your  piece  "Can  He  Sa 
SDI?"  (Fact  and  Comment  II,  Sept  8) 
was  struck  by  your  comment,  "1 
success  is  essential  to  our  futu 
defense." 

I  chaired  President  Carter's  Gener 
Advisory  Committee  on  Nuclear  Ara 
and  Disarmament  for  18  months  ai 


o  you 
think  we 
could 
invent  a 
machine 
that  marks 
prices  and  takes  inventory 
at  the  same  time? 

I  don't  know.  Keep  talking. 

A  Monarch  marker  with 
a  little  computer  in  it. 
At  the  end  of  the  day  they 
feed  the  info  into  their 
big  computer. 

I've  spoken  to  a  lot  of  business 
people  who'd  love  something 
like  that. 

It'll  save  them  hours  and 
monev  and  errors. 

You  design  it,  we'll  build  it. 

I  made  some  drawings. 
Look.  The  minicomputer 
feeds  off  the  price  marker, 
then  plugs  into  the 
master  computer. 

We  can  do  it.  Wait  till  our  manage- 
ment hears  this.  They'll  flip  over  it. 

Well  even  let  them 
name  it. 


The  Pathfinder® 
labeler  from  Monarch 

Markmg-A  Pitney 
Bowes  Company 
For  details  call 
-800-MR  BOWES, 
ext.  365. 


A  climate  that  grows  ideas 

DP  Pitney  Bowes 


Diamond 
parrot  brooch. 


A  LA  VIEILLE  RUSSIE 

781  FIFTH  AVENUE,  NEW  YORK  10022 
(212)  752-1727 


en  Saturdays  from  10  AM  to  4  PM 


ITS  NOT  A  RISK 
WHEN  IT'S  BEEN  DONE 
OVER  1250  TIMES. 


FANTASTIC  SAMS,  the  original  family 
haircutters,  is  the  world's  largest  and 
fastest  growing  haircare  franchise, 
according  to  ENTREPRENEUR,  1986.  It's 
no  accident  —  Fantastic  Sam's  has  sold 
over  1250  stores  —  and  we're  still 
growing  with  new  sales  each  day! 

Inquire  today  about  owning  a 
Fantastic  Sam's  franchise. 

•  no  accounts       •  $45,000 
receivable  minimum 

•  relatively  low  investment 
inventory  •  no  royalties 

•  weekly  fees  of    •  in  business 
$131.00  for  yourself, 

but  not  by 
yourself. 

We  have  a  system  that  will  work  for 
you !  (Don't  take  our  word  for  it;  call 
any  of  our  400  owners,  who  collectively 
own  over  1250  stores,  and  ask  them. 
Most  were  never  in  the  hair  business.) 

In  USA,  call  1-800-621-5307, 

8:30-5:00  CST 
In  Canada,  call  604-530-3177 
or  416-441-6330 


This  offering 
made  by 
prospectus  only. 


{  The  original  family  haircutterT^^ 


Readers  Say 


Readers'  bonus 

Sir:  Do  I  have  to  tolerate  extensively 
documented  accounts  of  field  trips  by 
the  Forbes  quasi-dynasty  riding  Har- 
leys  in  Japan?  It  makes  buying  an  issue 
of  Forbes  like  renting  a  movie  video- 
tape and  finding  out  someone  spliced 
in  footage  from  his  home  movies.  If 
you  want  to  add  bulk  to  your  maga- 
zine, please  just  add  blank  pages — I 
could  at  least  use  those  for  notes. 
—Walter  C.  Revis 
Ltbertyville,  III. 


Spark  plug  or  muffler? 

Sir:  The  Tax  Reform  Act  reminds  me 
of  the  old  Lizzie  Borden  poem,  with 
the  main  characters  changed: 

Senator  Packwood  took  an  ax 
and  gave  the  economy  forty  whacks. 
When  he  saw  what  he  had  done, 
then  he  gave  it  forty-one. 
— Sam  Barker 
Pensacola,  Fla. 


Shell  on  target 

Sir:  An  interesting  article  about  a  re- 
markably able  and  insightful  energy 
leader,  John  Bookout  of  Shell  Oil  (Oct. 
6),  was  marred  only  by  an  obtuse 
headline — "How  long  before  OPEC  is 
back  in  the  saddle?"  When  were  they 
ever  out  of  it?  The  collapse  in  oil 
prices  was  engineered  by  OPEC  and  is 
serving  its  purpose:  reducing  invest- 
ment and  competition  from  all  non- 
OPEC  fuels  and  restoring  order  to 
OPEC's  ranks.  Oil  demand  and  prices 
are  sure  to  rise.  Shell  may  be  prepared 
for  the  future,  but  U.S.  policy  is  clear- 
ly not. 

— Charles  K.  Ebinger 

Director,  Energy  &  Strategic  Resources, 

Center  for  Strategic  & 

International  Studies 
Georgetown  University 
Washington,  D  C. 


Friendly  takeovers 

Sir:  I  take  exception  to  the  headline 
"Unfriendly  raider"  on  the  piece  on 
me  and  Sanwa  Bank  in  your  Nov.  3 
issue.  All  but  a  very  few  Japanese  ac- 
quisitions of  U.S.  companies  have 
been  on  a  friendly  basis.  We  expect 
this  trend  to  continue. 

Sanwa  Bank  Merchant  Banking 
Group  has  never  represented  any  cli- 


 =\ 

ent  in  an  unfriendly  takeover  bid.  T 
majority  of  companies  we  have  a 
vised  injected  capital  to  revitalize  cc 
porate  America,  both  preserving 
well  as  creating  jobs.  Too  many  m: 
conceptions  already  exist  regardii 
Japan-U.S.  business  relations.  Lei 
not  add  another  one. 
— Shuhei  Sato 
Senior  Vice  President, 
Merchant  Banking  Group 
New  York,  NY. 


West  Coast  players 

Sir:  As  on  the  East  Coast,  lacrosse 
big  out  here,  too,  and  the  vast  majc 
ity  of  us  club  players  also  come  froi 
eastern  schools  (Personal  Affairs,  Ol 
6).  [There  is]  one  difference:  We're  ni 
investment  bankers  and  money  ma 
agers.  I  wish  we  were! 
—Todd  Walsh,  D.D.S. 
San  Jose,  Calif 


Big  on  both  coasts 


Prudential  Bache  s  return 

Sir:  In  the  1986  Annual  Mutual  Fun 
Survey  issue  (Sept.  8),  the  Prudentia 
Bache  Utility  Fund's  performance  wi 
listed  incorrectly. 

The  fund's  12-month  return,  as 
June  30,  was  37.2%,  not  32%. 
— Steven  W.  Ballentine 
Portfolio  Manager, 
Prudential-Bache  Utility  Fund 
Newark,  N.J. 


Saving  SDI 

Sir:  Re  your  piece  "Can  He  Sai 
SDI?"  (Fact  and  Comment  II,  Sept.  8), 
was  struck  by  your  comment,  "I 
success  is  essential  to  our  futui 
defense." 

I  chaired  President  Carter's  Genera 
Advisory  Committee  on  Nuclear  Arrr 
and  Disarmament  for  18  months  an 


invent  a 
machine 
that  marks 
prices  and  takes  inventory 
at  the  same  time? 

I  don't  know.  Keep  talking. 

A  Monarch  marker  with 
a  little  computer  in  it. 
At  the  end  of  the  day  they 
feed  the  info  into  their 
big  computer. 

I've  spoken  to  a  lot  of  business 
people  who'd  love  something 
like  that. 

It'll  save  them  hours  and 
money  and  errors. 

You  design  it,  we'll  build  it. 

I  made  some  drawings. 
Look.  The  minicomputer 
feeds  off  the  price  marker, 
then  pings  into  the 
master  computer. 

We  can  do  it.  Wait  till  our  manage- 
ment hears  this.  They'll  flip  over  it. 

We'll  even  let  them 
name  it. 


The  Pathfinder® 
labeler  from  Monarch 

Marking-A  Pitney 
Bowes  Company 
For  details  call 
-800-MR  BOWES, 
ext.  365. 


A  climate  that  grows  ideas 

DP  Pitney  Bowes 


Where  neat  clothes 
hang  out 


In  Hartmann's  new  Garment  Cover.  It  may  look  simple  on  the 
surface.  But  we  thought  out  this  compact  suit  bag  as  thoroughly 


as  our  complex  cases.  There's 
room  inside  for  an  extra  shirt  or 
skirt.  That's  efficient.  And  two 
big  pockets  outside  make  you 
self-sufficient. 

When  you  go  out  of  town 
overnight,  use  this  as  your 
cover.  Your  clothes  will  look 
neat  when  you  get  there. 


We  don't  cut  corners: 


then  spent  18  months  in  the  So\1 
Union.  I  believe  that  SDI  is  the  wr< 
direction  in  which  to  move. 

Imagine  the  paranoid  Soviet  Uni 
feeling  that  we  are  retaining  our  i 
proximate  parity  in  weapons  and 
the  same  time  are  protecting  soma 
our  weapons  while  theirs  lie  prey 
whatever  action  we  decide  to  tal 
They  would  probably  move  in  t 
easy  direction  of  adding  more  a 
more  warheads  to  their  weapons 
order  to  saturate  any  kind  of  S 
which  we  might  deploy.  I  fear  t 
painful  negotiation  of  treaties  is  ti 
only  way. 

— Thomas  J.  Watson  Jr 
Armonk,  N.Y. 

Sir:  What  the  Soviets  are  promotm 
of  course,  is  what  they  have  alwa 
wanted — the  technological  paralyj 
of  the  West  and  particularly  the  Un| 
ed  States.  Our  strategic  decline  is  t 
ultimate  goal  of  their  current  massii 
anti-SDI  propaganda  campaign.  Thi 
even  suggest  the  fetching  notion  tb 
we  don't  have  the  right  to  use  the  be 
of  our  science  and  technology  to  c 
fend  ourselves,  claiming  that  som 
how  upsets  the  military  balance. 
— Edward  J.  Melansonjr 
U.S.  Delegation 

Negotiations  on  Nuclear  &  Space  .\nm 
Genei -a.  Su  itzerland 

Sir:  The  outcome  of  the  Iceland  sub 
mit  must  have  pleased  you  and  rea 
sured  you  that  President  Reagan  is  ni 
giving  away  the  store! 

— Frartklyn  W  Meyer 
General  Manager. 
Asia' Pacific  Dei  <elopment 
General  Foods  Coip 
Honolulu,  llau  aii 


Leading  indicator 

Sir:  I  was  weaned  on  Forbes  in  19£ 
and  cautiously  entered  the  stock  ma 
ket  in  1982.  Ashby  Bladen's  "doom  • 
gloom"  outlook  kept  my  purchases  1 
a  minimum.  As  my  investment  exp< 
nence  grew,  I  continued  to  read  Bl; 
den's  column  but  discounted  his  coi 
tendons  more  and  more.  Eventually, 
actually  laughed  at  his  statement 
since  the  market  continued  to  go  u 
while  he  predicted  catastrophe. 

I  recommend  leaving  Bladen's  coi 
umn  in  Forbes.  If  nothing  else,  whe 
he  does  finally  come  around,  admil 
he  was  wrong  and  states  that  tn 
stock  market  is  on  its  way  up,  we  wi 
know  it  is  time  to  bail  out. 
— Warren  B  Ruhnow 
New  Hartford,  N.Y. 


Send  lor  a  list  of  youf  nearest  Hartmann  dealers.  Dept  1 1 138 
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VORLD  vim 

Iwiss  Bank  Corporation's  round-the-clock  world 
*iew  and  analysis  are  the  keys  to  successful  foreign 
xchange,  bullion  and  money  market  service. 


For  over  a  century,  Swiss  Bank 
Corporation's  astute  world  view 
has  attracted  the  most  discerning 
clients  from  the  institutional  and 
private  sector  alike. 

In  today's  foreign  exchange 
and  money  market  service,  that 
professional  global  view  has  never 
been  more  important  for  our 
clients.  Swiss  Bank  Corporation 
maintains  24-hour  contact  with 
international  markets — not  simply 


to  analyze — but  to  anticipate 
trends  and  enable  split  second 
decisions. 

Its  success  is  proven  in  analysis, 
in  precise,  expeditious  transactions 
and  is  reflected  in  its  "AAA"  rating. 

Bring  Swiss  Bank  Corpora- 
tion's world  view  into  focus 
for  your  currency,  money 
market  or  bullion  transactions. 
It  could  make  a  world 
of  difference. 

Swiss  Bank 
Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 

neral  Management  in  CH-4002  Basle,  Aeschenplatz  6,  and  in  CH-8022  Zurich,  Paradeplatz  6  Over  200  offices  throughout  Switzerland 

in  Office  U.S.A.:  New  York,  Four  World  Trade  Center,  10048,  212/574-3000  Branches:  Chicago,  Three  First  National  Plaza,  60602,  312/346-0350 

1  San  Francisco,  101  California  Street.  94111,  415/774-3300  Agencies:  Atlanta,  235  PeachtreeSt  .  N  E  30303.  404/522-1600  and  Houston, 

2  Allen  Center,  77002.  713/658-0561  Representative  Offices:  Dallas,  500  North  Akard  St.,  75201,  214/740-3838  and  Los  Angeles, 
■)W  Sixth  St  .  90017.  213/489-5900 


ney  Market  Trading  (212)  574-3939 
ney  Market  Institutional  Sales  (212)  574-3939 
eign  Exchange  Trading  (212)  574-3901 
eign  Exchange  Advisory  (212)  574-3897 
lion  Trading  (212)  574-3919 


"As  the  world's  largest  privately-owned  software  company,  Cincom  develops 
oftware  for  Digital  and  IBM  systems  in  national  and  international  markets"  states 
tanleyj.  Sewall,  vice  president  of  R&D.  "For  the  past  four  years,  we've  been 
esigning  all  our  business  solutions  on  Digital  equipment.  Digital's  total  systems 
pproach  -  the  interactiveness  of  its  hardware  and  software  -  gives  us  tremendous 
usiness  leverage!' 

One  significant  advantage  has  been  a  dramatic  drop  in  Cincom 's  software 
evelopment  costs.  "Until  we  started  using  Digital"  says  Mr.  Sewall,  "the  expense 

'  "Computing  systems  so 
cost-effective,  Cincom 
uses  them  to  develop  its 
software  products  -  even 
i  those  for  the  IBM  market!' 

f  developing  each  line  of  code  had  soared.  As  a  conservative  estimate,  now  we  have 
ut  our  costs  in  half."  Mr.  Sewall  is  equally  impressed  with  the  time  savings  and  pro- 
uctivity  gains  Cincom  has  made.  "With  Digital  systems,  our  software  development 
ycle  is  four  times  faster  than  before.  As  a  result,  we're  beating  our  competitors  to 
larket  with  our  products.  And  that's  the  kind  of  edge  everyone  can  appreciate!' 

To  find  out  how  your  company  can  gain  a  competitive  advantage  now,  write 
3:  Digital  Equipment  Corporation,  200  Baker  Avenue, 
^est  Concord,  Massachusetts  01742.  Or  call  your  local 
ales  office. 


Digital  fc'quipmcnt  Corporation  !l)Ho  The  Digital  logo  is  a  trademark  of  Digital  Equipment  Corporation  Cincom  is  a  registered  trademark  of  Cincom  Systems,  Inc  IBM  is  a  registered 
idemark  of  International  Business  Machines  Corporation 


That's  Singer  technology. 

Singer  has  supplied  more  underwater  fire  control  equipment 
to  the  U.  S.  Navy  than  any  other  producer.  We  also  develop 
systems  for  airborne  and  ground-based  Tactical  Control 
-one  of  the  technologies  that  make  aerospace  electronics 

our  largest  business. 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


WHY  GORBACHEV  SPEAKS  WITH  FORKED  TONGUE  ON  SDI 


The  Kremlin  is  already  easing  up  on  its  adamancy 
ainst  any  out-of-the-laboratory  testing  of  a  defense 
ainst  nuclear  attack. 

They've  already  got  one  of  a  porous  sort  around 
oscow.  They've  been  working  on  their  own  Star  Wars 
fense  for  15  years. 


They  need  SDI  perhaps  even  more  than  we  do.  Their 
thousands  of  miles  of  border  with  China  has  changed  and 
seethed  for  centuries.  Not  all  that  far  down  the  road,  China 
will  have  hundreds,  then  thousands  of  nuclear  weapons. 

The  Kremlin's  real  aim  is  to  keep  us  from  getting  a  more 
effective  shield  too  long  before  they  do. 


IT'S  NOT  STAR  WARS  THAT'S  PIE  IN  THE  SKY 


It's  any  rational  notion  that  we  can,  would  or  ever 
ould  do  away  totally  with  all  atomic  weapons. 
It's  America's  atomic  capability  that  provides  the  shield 
:  the  Free  World. 

[f  Western  Europe  and  Africa  were  totally  dependent  on 
atomic-weaponless  NATO,  they — we — would  have 
en  overrun  long  ago  by  the  vastly  more  numerous  Red 
my  with  its  infinite  number  of  tanks  and  conventional 
ilitary  power.  If  the  U.S.  had  had  no  atomic  capability, 


do  you  really  think  the  Berlin  airlift  would  have  resulted  in 
a  standoff? 

Then,  of  course,  there  is  the  not  so  little  matter  of  other 
countries  with  atomic  weapons,  and  the  certain  prospect 
of  a  China  in  the  future  with  many. 

First  capping,  then  reducing  ballistic  missiles  is  both  do- 
able and  immensely  desirable  for  us  both. 

Measurable  progress  toward  achieving  that  complicated 
but  feasible  goal  could  well  be  agreed  to  by  springtime. 


WHAT  A  COMMENTARY  ON  FULMINATING  COMMENTATORS 


Immediately  after  the  abrupt  ending  of  the  quickie 
tykjavik  summit,  anywhere  you  flipped  on  the  TV  dial  or 
I  your  daily  newspaper  there  were  scathing-scented 
'ices  volubly  aghast  at  how  President  Reagan  had 
lown"  the  opportunity  of  a  lifetime.  He  could  have 
reed  to  do  away  with  atomic  weapons  except  for  his 
lbborn  insistence  on  the  right  to  pursue  the  develop- 
nt  of  a  defense  shield. 


To  the  utter  amazement  of  these  "Outrage!"  criers — and 
the  surprise  of  a  lot  of  the  rest  of  us — every  major  poll 
showed  the  American  people  giving  the  President  among 
the  highest  marks  ever  for  his  conduct  at  Reykjavik  and 
his  handling  of  our  relations  with  the  Kremlin. 

One  would  think  that  it  might  humble  these  Voices  a 
bit;  that  next  time  they  might  not  be  so  quick  to  jump/ 
dump  on  our  side's  leaders.  Don't  bet  on  it. 


I  THOUGHT  WE'D  LOST  OUR  MARBLES  WHEN  55  U.S.S.R.  DIPLOMATS 


re  given  their  walking  papers  by  the  State  Department, 
ter  all,  we'd  expelled  25  Russians  from  the  U.N.,  and 
jy'd  only  retaliated  by  kicking  out  5.  Then,  responding 
the  bounced  55,  the  Russians  tossed  out  5  more  and  all 
:  Russian  employees  of  the  U.S.  Embassy. 


But  as  the  full  story  emerged,  it  was  clear  that  once 
again  the  President  was  not  moving  precipitously. 

We'd  warned  Gorbachev  and  Company  that  if  they  re- 
taliated for  our  expulsion  of  active  spies  by  sending  home 
Americans  from  Moscow,  who  have  as  much  chance  of 


spying  there  as  Arafat  would  have  in  Israel,  we'd  proceed  another  dozen,  we'll  do  likewise, 

to  parity  on  the  numbers  of  government  personnel  in  each  Maybe  if  we  get  down  to  a  couple  of  dozen  in  be 

country.  The  Kremlin  has  had  far  more  in  the  United  countries,  those  left  can  begin  to  talk  sense,  to  deal  wj 

States  than  they  permit  us  to  have  in  Russia.  issues  instead  of  espionage. 

From  now  on,  we'll  have  the  same.  If  they  kick  out  Anyway,  what's  wrong  with  parity? 

REGAN'S  IMPORTANCE  TO  REAGAN  GROWS 


You  may  be  seeing  and  reading  less  about  Don  Regan 
than  the  reams  that  flowed  when  he  was  appointed 
Chief  of  Staff  to  the  President.  But  his  lower  profile 
doesn't  reflect  lessened  power. 

Just  the  opposite. 

As  his  importance  to  the  President  has 
grown  more  and  more  so,  today  little  and  few 
can  direct  access  the  nation's  Chief  Executive. 
To  get  to  the  President  you  go  through,  not 
around,  Donald  Regan. 

As  a  WWII  combat  infantryman,  I  can  attest 


to  the  value  of  that  Marine  Corps  S  O. P. — on  the  batti 
field,  a  low  profile  and  defilade  is  essential  to  survivj 
That  part  of  his  Marine  training,  Donald  Regan  has  coi 
to  realize,  is  more  pertinent  on  his  presa 
battleground  than  the  other  Marine  tenet 
being  fearlessly  out  in  front. 

Not  so  incidentally,  Mr.  Regan's  standi 
with  the  President's  most  vital  aide — Nam 
Reagan — has  gradually  grown  as  the  Chief 
Staff  has  partially  shouldered  a  lot  of  burde 
the  President  doesn't  need  to  bear  personall) 


ENLIGHTENING  EDITORIAL  WRITERS 

is  even  more  difficult  than  educating  educators. 

SO  WHAT  ELSE  IS  NEW? 

(From  Forbes,  15  rears  ago) 


A  couple  of  weeks  ago  my  wife  and  I  had  the  pleasure  of 
attending  a  White  House  State  dinner,  complete  with  ruffles 
by  the  Marine  Corps,  truffles  by  the  chef  corps  and  a  bevy  of 
violins  by  the  Army  Corps,  playing  assorted  Yugoslavian 
airs.  But  the  thing  that  intrigued  me  most  was  who  sat  where 
in  relation  to  the  salt. 

Dr.  Kissinger,  just  back  from  China  and  looking  as  though 
he'd  suffered  a  sleep  gap,  was  much  nearer  the  bottom  of  the 
table  at  which  I  sat  than  Don  Rumsfeld.  Mr.  Rumsfeld  was 


right  up  there  near  Martha  Mitchell  and  President  Tito. 

And  if  you're  wondering  who  Mr.  Rumsfeld  is  that 
seemed  to  outsit  Dr.  Kissinger,  so  was  I.  And  the  answer  li 
in  the  answer — he  will  run  the  new  Cost  of  Living  Counc 

So  I  guess  election  issue  priorities  outrank  protocol 
determining  who's  nearest  the  salt.  Someone  down  the 
thinks  that  the  state  of  the  economy  next  November  mig 
have  more  to  do  with  election  results  than  China.  And,  I 
know,  they're  apt  to  be  right. 


USING  IN  ADS  THE  THINGS  A  MAN  CARES  ABOUT 

can  really  grab  his  attention  and  give  your  sales  message  a  chance  to  sink  in. 
This  No-Guts  advertisement  by  Time  to  herald  its  new  section  on  Health  is 

Fitness  deserves  a  promi- 
nent place  in  any  Hall  of 
Most  Effective  Messages. 

On  the  other  hand, 
what's  with  that  neck- 
tied,  two-tone-shirted, 
business-suited  guy  over 
his  calves  in  the  water- 
How  does  this  silly  scene  of  shoelessness  tie  in  with 
selling  expensive  shoes-  It's  a  stretch  that  won't  last. 

IT'S  AN  IMMUTABLE  THAT  PARENTS 

be  they  good  or  bad  or  (worst  of  all)  indifferent,  are  an  problem.  It's  everything, 

unmitigated  embarrassment  at  a  certain  period  in  teen-  Just  breathing's  enough, 

agers'  lives.  During  this  penod,  if  parents  have  to  be,  the  least  thj 

It's  nothing  specific  about  parents  that  causes  the  can  do  is  be  invisible.  It's  the  only  way  out. 


MOVIES 


•  Aliens — The  •  is  for  those  who  might  go  thinking 
i  ey  should  see  one  of  this  year's  biggest  movie  moneymak- 
s  on  the  premise  there  might  be  good  reasons  for  it.  The 
[for  the  mental  adolescents  of  any  age  who  might  or  might 
:>t  be  entertained.  The  #  is  for  those  old  enough  to  get 
Lucklesout  of  reruns  of  The  Perils  of  Pauline.  You  needn't 
embarrassed  by  your  laughter;  it'll  be  drowned  out  by  the 
>rror  screams  of  the  kids.  #  "Crocodile"  Dundee — From 
own  Under  comes  this  pure  fun  movie.  Relax,  laugh, 
ijoy  as  this  Outback  Aussie  Bunyan-of-a-man  nails — er, 
Jiifes — whopping-jawed,  superugly  crocodiles,  venomous 
akes,  charging  wild  buffalo,  continuously  saving  Jane, 
itractive  New  York  reporter  doing  a  profile  on  him. 
i  ought  to  New  York,  he  casually  disposes  of  comparable 


Big  Apple  wild  ones.  Only  the  subway  platform  scene  at  the 
end  overtaxes  one's  capacity  to  go  along  for  the  ride. 
•  F/X — This  plot  produced  as  many  twists  as  a  pretzel 
factory.  The  hero  is  a  special  effects  genius  who  gets  taken 
by  villains  but  ends  up  taking  not  the  villains  but  the  loot. 
A  lively  delight.  •  Stand  By  Me — We  have  been  surfeited 
with  the  never-ending  traumatic  crises  of  high  schoolers, 
so  these  winsomely  real  reels  about  grammar  schoolers  is  a 
refreshing  change.  The  baddies  don't  make  it,  and  the  good 
kids  do.  •  That's  Life! — Maybe  it's  me  but  this  sort  of 
"sophisticated"  Hollywood  comedy  is  more  boring  than 
amusing.  Jack  Lemmon's  never  been  better.  So,  too,  his 
suffering  wife  Julie  Andrews.  But  we'd  all  have  been  better 
off  if  she'd  strangled  him  in  the  first  reel. 


AS  ONE  WHO  BELIEVES  RAW  FISH  IS  RAW  FISH 

no  matter  how  artfully  presented,  we  can't  resist  quoting  this  observation 
by  comedian  Jose  Simon:  "In  Mexico  we  have  a  word  for  sushi:  bait." 


LISTENING  TO  ADVICE  IS 

often  more  useful  than  heeding  it. 


TO  GET  THE  ANSWER  YOU  WANT 

it  takes  a  good  eye  for  scoping  out  who  can  say  aye. 


BOOKS 


traord'tnary 
Lives 

IlKARl  WIM  RUTOF 
fMFRK  A\  BIO(. R APIH 

A  Cm™  I  David  McCmUo+gk 

j  ut  C  Nqt1 '  R,<:bard  8  SevMii 

Ronald  Sled  I  Jtan  Siruust 
•  i/ii  Militant  '/-tnaer 


•  Extraordinary  Lives — edited  by  Wil- 
liam Zinsser  (American  Heritage/ 
Houghton  Mifflin,  $16.95):  Six  authors 
of  superbly  insightful  biographies 
(Emily  Dickinson,  Harry  Truman,  the 
Adams  women,  Walter  Lippmann,  J. P. 
Morgan  and  Lyndon  Johnson)  tell  how 
they  did  it.  Absolutely  fascinating. 

(cerpts:  William  Zinsser:  What  is  the  biographer  to  make 
such  huge  gaps  between  denial  and  reality!  Ms.  Strouse 
kes  her  answer  from  f.P.  Morgan:  "There  are  two  reasons 
hy  a  man  does  anything.  There's  a  good  reason  and 
•ere's  the  real  reason. "  The  biographer's  task  is  to  find  the 
al  reasons.  .  .  .  David  McCullough:  Harry  Truman  lived 
most  90  years.  But  at  heart  he  remained  a  19th-century 
an.  He  is  from  19th-century  America.  He  was  never 
ally  happy  with  our  20th  century.  He  didn 't  like  daylight 
ving  time.  He  didn 't  like  air  conditioning.  He  didn 't  like 
■e  telephone  at  all;  he  would  use  his  pen,  or  pencil.  He 
ould  far  sooner  write  a  letter  than  use  the  telephone,  and 
ank  goodness.  It's  why  we  have  the  enormous  body  of 
aterial  in  the  Truman  Collection  in  Independence.  .  .  . 
'smuch  more  important  to  listen  when  you're  interview- 
g  people  than  to  worry  about  what  questions  you're  going 
'  ask.  Beginners  in  this  kind  of  work  often  make  the 
istake  of  going  in  with  a  list  of  questions.  Pretty  soon  the 
irson  being  interviewed  feels  that  he's  filling  out  a 
lestionnaire.  And  something  happens — it  isn't  a  conver- 
sion. .  .  .  Richard  B.  Sewall:  Emily  Dickinson  could  cut 
mr  head  off  with  a  remark.  When  I  was  writing  her 
ography,  I  ran  across  a  few  that  put  me  on  my  guard, 
here  was  the  one  about  the  old  lady  who  came  to  the  door 

>  ask  about  rentals  in  Amherst.  Emily  said,  "I  directed  her 

>  the  cemetery  to  save  her  the  trouble  of  moving. " 


THE  ART  OF 

GRAPHOLOGY 


Marie  Bernard 


#  The  Art  of  Graphology — by  Marie 
Bernard  (The  Whitston  Publishing 
Co.,  $35).  Reading  palms  and  bumps 
on  the  head  for  character  analysis  is 
about  as  useful  as  tea  leaves  and  ouija 
boards  and  astrological  signs.  But 
handwriting  is  reliably  revealing  and 
widely  accepted.  Some  corporations 
even  use  it  as  a  facet  of  their  hiring  screening.  Marie  Bernard 
is  one  of  the  foremost  authorities  on  graphology,  and  in  this 
profusely  illustrated  volume  of  Show  and  Tell,  she  explains 
how  it's  done.  A  sampling  follows. 

This  slow-moving,  hesitant,  cramped  handwriting  shows  a  person 
who  is  inhibited,  rigid,  and  a  slow-poke. 


0W~ 


This  is  Ihc 
not  advise  ; 
as  those  in  I 
unrhythmit 


a  disturbed  young  pilot  of  the  British  Royal  Air  Force.  I  wuuld 
lit  in  his  plane.   His  movements  in  the  air  would  be  as  unpredictable 

I  hc  continuity  of  movement  is  interrupted  by  up-and-down  dancing. 
oiled  and  dangerous. 


A  lazy,  dragging,  uneven,  weak,  insecure  muvcniem 
discloses  inferior  psychic  energy. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Cuba's  the  Biggest 

Cuba  is  the  largest  country  in  the 
world.  Its  president  is  in  Havana,  its 
government  in  Moscow,  its  army  in 
Africa  and  its  residents  are  in  Miami. 
— U.S.  Ambassador  to  the  U.N. 
Vernon  Walters,  at  the  annual 
Al  Smith  Dinner  in  New  York  City 

Hit  Learning 

There  is  an  anecdote  in  which  a 
novice  sailor  asks  an  aged  waterman 
how  he  learned  the  positions  of 
Chesapeake  Bay's  many  shoals  and 
bars.  "Hit  'em  all"  is  the  laconic 
punch  line — one  that  draws  a  nod  of 
recognition  from  every  skipper  old 
enough  to  tell  the  difference  between 
skill  and  luck.  It  is  a  line  that  cap- 
sules a  whole  approach  to  learning — 
an  approach  we  seem  mostly  too 
fearful,  too  impatient,  or  too  short- 
sighted to  entertain  these  days. 

— Tony  Gibbs,  New  Yorker 

Five  States  for  Texas? 

Texas  is  the  only  state  which  has 
the  right  to  divide  itself  into  five 
new  states.  In  1845,  the  Joint  Con- 
gressional Resolution  that  brought 
the  Texas  Republic  into  the  Ameri- 
can Union  contained  that  provision. 
For  years  after  Texas  joined  the 
Union,  division  into  more  states  was 
simply  taken  for  granted.  Texans  of 
that  era  probably  would  be  surprised 
to  discover  that  Austin  has  remained 


Berry's  World 


REAGR  OUT  ANP 
SUE  SOMEONE. 


the  capital  of  one  solitary  state.  Seri- 
ous attempts  to  split  Texas  surfaced 
in  1847,  1852,  1866,  1868,  1871  and 
1915.  All  failed.  In  the  early  1970s, 
the  idea  gained  currency  again,  more 
or  less  tongue-in-cheek,  when  OPEC 
appeared  on  the  world  scene  and 
Texas  pols  began  casting  about  for 
notions  that  might  give  them  more 
clout  in  national  affairs — for  in- 
stance, ten  United  States  Senators. 

— The  Great  State  of  Texas, 
by  Griffin  Smith  Jr. 

Expensive  Prescription 

Dear  Abby:  My  forty-year-old  son 
has  been  paying  a  psychiatrist  $50  an 
hour  every  week  for  two-and-a-half 
years.  He  must  be  crazy. 

— The  Best  of  Dear  Abby, 
by  Abigail  Van  Buren 

Venetian  Deficits 

Vasco  da  Gama  had  discovered  the 
seaway  to  India  around  the  Cape  of 
Good  Hope.  "In  this,"  wrote  the  Vene- 
tian merchant  banker  Girolamo  Priuli, 
"I  see  the  ruin  of  the  city  of  Venice." 

In  time,  seven  Portuguese  ships, 
loaded  with  spices  from  the  East, 
sailed  into  Lisbon.  "The  wisest 
heads,"  Priuli  wrote,  "consider  it  the 
worst  news  we  could  possibly  have." 
The  new  route  was  long  and  danger- 
ous, but  it  circumvented  both  the  Ve- 
netian and  the  Muslim  middlemen 
and  avoided  any  grueling  overland 
trek.  Soon  much  of  the  spice  traffic 
was  flowing  along  the  Indian  Ocean 
and  up  the  Atlantic  coast  of  Africa  to 
Portugal.  Venetian  leaders,  driven  to 
desperation,  contemplated  digging  a 
waterway  between  the  Red  Sea  and 
the  Nile — anticipating  the  Suez  Canal 
by  almost  400  years — to  bring  the  lux- 
ury trade  flooding  to  their  doors  again. 
— The  Seafarers:  The  Venetians, 
Time-Life  Books 

"Set  a  Thief . . ." 

Within  his  Administration  Frank- 
lin Roosevelt  was  putting  together 
clashing  group  interests.  Partly,  it  en- 
abled him  to  keep  power  in  his  hands 
by  acting  as  umpire  of  controversy. 
And  partly,  he  was  testing  out  the 
strength  of  the  various  opinions  and 
constituencies  for  which  his  aides 
spoke.  Who  had  political  muscle, 


who  mere  intellectual  probi 
(When  he  appointed  as  head  of  i 
Securities  &  Exchange  Commissi 
Joseph  P.  Kennedy,  that  "stock  m 
ket  plunger,"  as  Harold  Icl 
growled,  Roosevelt  smilingly 
swercd  the  outraged  liberals:  "Se 
thief  to  catch  a  thief.") 

— Professor  Irving  Howe,  reviewi 
FDR,  The  New  Deal  Years,  1933-19\ 
in  the  New  York  Times  Book  Revh 

Sexy  Macho  Wimp 

Playing  macho  while  watching  h 
ror  movies  appears  to  be  most  bene 
cial  to  the  appeal,  sexual  and  oth 
wise,  of  men  not  equipped  with 
irresistible  physique. 

— fournal  of  Personal 
and  Social  Psycholc 


In  any  other  country, 
the  Democrats  would  be 
Jive  parties. 

— House  Speaker  Tip  O'Ne 


It's  Papa  Who  Pays 

Human  beings  are  the  only  cfli 
tures  on  earth  that  allow  their  ch| 
dren  to  come  back  home. 

— Fatherhood,  by  Bill  Cosi 

Sue  the  Reserve 

In  medicine,  if  a  doctor  induces 
relapse  because  his  patient  is  gettii 
better  too  fast,  he  gets  sued  for  mj 
practice.  In  economics,  they  ma| 
him  chairman  of  the  Federal  Reseni 
— Malcolm  S.  Forbes  J 
quoted  in  the  Anchorage  Tim 

He  Must  Be  Angry 

[Journalist]  E.J.  Kahn  Jr.,  cabled  V 
New  Yorker:  "Almost  at  the  very  m 
ment  yesterday  that  the  news  of  Ge 
eral  Douglas  MacArthur's  [dismiss 
by  President  Truman]  was  comii 
over  the  radio  at  the  divisional  cor 
mand  post  on  the  western  front  whe 
I -have  been  spending  a  few  days, 
terrific  wind  blew  across  the  can 
site,  leveling  a  couple  of  tents.  A  fd 
minutes  later,  a  hailstorm  lashed  tl 
countryside.  A  few  hours  after  iht 
there  was  a  driving  snowstorm.  Sim 
the  weather  had  been  fairly  springlil 
for  the  previous  couple  of  weeks,  tl 
odd  climatic  goings  on  prompted  oi 
soldier  to  exclaim,  'Gee,  do  you  su 
pose  he  really  is  God,  after  all?'  " 
— American  CaesC\ 
by  William  ManchesC 


When  you  live  in  the  fast  la. 
it's  nice  to  be  quiet  about  it 


nagine,  if  you  will  indulge  us  for  a  few  moments, 

)roaching  a  stop  light  in  an  Acura  Legend. 

almost  silent,  most  certainly  serene,  you  glide  to  a 
i :  next  to  one  of  those  European 
"  sway  fliers  that  seem  to  consider 
i  ;ibels  a  necessary  accompani- 
i  nt  to  horsepower. 

"here  may  be  an  inquisitive 

3long  glance  in  your  direction, 
i  no  more  than  that. The  Acura 

jend  is  not  an  automobile  that 
!  ishly  promotes  its  performance. 

t  possesses  a  quiet  elegance  which  only  hints  at 

potent  151  hp,  24-valve  fuel-injected  V-6  power- 

nt  that  whispers  beneath  the  hood. 

"he  light  turns  to  the  magic  color.  And  with  a  0-50 

e  of  6.1  seconds  you  treat  your  acquaintance  to  a 

se  look  at  the  Legend's  aerodynamic  rear  deck. 

Quietly  pleased,  you  continue  swiftly  down  the 


highway.  You  bask  in  the  silence  of  precision— 62  db 
at  55  mph.  You  enjoy  detail-perfect  ergonomics.  You 
luxuriate  in  the  kind  of  comfort  that  only  comes  with 
a  car  designed  around  the  driver. 

This,  as  Autoweek  says  of  the 
Legend,  "is  as  good  as  it  gets!' 
(September  1,1986). 

This  is  the  one  truly  precision 
crafted  touring  sedan  that 
demonstrates  performance 
doesn't  have  to  be  noisy.  That 
quiet  doesn't  have  to  be  slow 
This  is  the  Acura  Legend.The  automobile  that 
breaks  the  sound  barrier. 

Test  drive  the  Acura  Legend.  It's  available  exclusively 
atyour Acura  dealer.  Call 

1-800-TO  ACURA  for  J™l  iQk 

the  location  of  the      wtm^%m^^  %—Jr  I 

u  ic  lu^auui  i  ui  u  ic  PRECISION  CRAFTED  AUTOMOBILES 

dealer  nearest  yOU.      A  division  of  American  Honda  Motor  Co.,  Inc. 


The  optional  leather  Interior.  A  haven  of  luxury  and  quiet. 


6  American  Honda  Motor  Co..  Inc  Acuta  and  Legend  ate  ttadematks  ol  Honda  Motot  Co.,  Ltd. 
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<act  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


SDI 


'resident  Reagan  must  now  act  boldly  to  preserve  his 
tegic  Defense  Initiative  in  the  aftermath  of  Iceland, 
erwise,  opposition  to  Star  Wars  will  intensify  in  the 
nths  ahead  from  both  Europe  and  from  Congress, 
he  Administration  should  use  SDI  technology  to  de- 
y  defensive  missiles  in  the  next  few  years  that  would 
er  the  use  of  short-range  Soviet  tactical  ballistic  mis- 
js  in  Europe.  We  should  also  put  in  place  an  antiballistic 
ssile  system  in  this  country,  a  system,  by  the  way,  that 
ermissible  under  the  SALT  I  Treaty, 
y  applying  quickly  the  immediate  and  near-term  fruits 
DI  research,  the  President  can  effectively  refute  critics 


who  say  that  the  program  will  never  work.  Instead  of  going 
for  perfection  20  or  30  years  down  the  road,  he  should  take 
this  step-by-step  approach,  which  would  not  only  build 
support  for  the  system  but  would  make  it  more  difficult 
for  future  presidents  to  kill.  As  the  technology  from  con- 
tinuing research  improves,  defenses  against  nuclear  weap- 
ons both  here  and  abroad  can  be  upgraded  and  expanded. 

Representatives  Jim  Courter  and  Jack  Kemp  and  such 
noted  public  figures  as  Zbigniew  Brzezinski  have  signed  a 
letter  urging  the  President  to  make  such  a  move.  Dr. 
Edward  Teller  and  other  eminent  scientists  agree  that 
such  actions  are  entirely  feasible. 


ALBATROSSES 


The  stock  market  has  been  treading  water  in  recent 
cleks  and  will  do  so  until  two  uncertainties  are  removed. 
t)ne  is  when  Germany,  Japan  and  other  industrial 

tes  will  stimulate  their  poorly  performing  economies. 

it  the  other  day,  Germany's  most  eminent  economists 
i>  *ed  Bonn  to  advance  tax  cuts  scheduled  for  1988  to 

87.  Only  when  such  actions  are  taken  will  the  Federal 

serve  feel  free  to  ease  again,  which,  in  turn,  would 

ost  stocks  and  bonds. 

More  important  is  the  fate  of  tax  reform.  Next  year 
ppividuals  will  face  "interim"  rates,  which  are  higher 


than  those  that  take  effect  in  1988.  The  top  levy  in  1987 
will  be  38  Vi%,  not  28%. 

The  danger  is  that  Democrats  and  certain  Republicans 
will  attempt  either  to  make  next  year's  tax  levels  perma- 
nent or  to  add  a  third  bracket  of,  say,  35%  or  40%.  The 
ostensible  purpose  would  be  to  reduce  the  deficit.  The 
impact,  of  course,  would  be  just  the  opposite.  Increasing 
tax  levies  will  damage  the  economy,  which  will  make  the 
deficit  worse,  not  better. 

Until  these  uncertainties  are  settled  satisfactorily,  the 
market  will,  with  considerable  volatility,  go  nowhere. 


RESTRUCTURING,  WASHINGTON  STYLE 

[The  upcoming  sale  of  Conrail  by  our  government  is  a    tion  loans,  farm  loans,  housing  loans,  etc. 

frbinger  of  things  to  come.  The  divestiture  never  would       Politically  impossible?  Yes,  by  traditional  standards.  But 


|ve  happened  if  Congress  didn't  feel 
p  heat  to  raise  revenue  because  of 
E  budget  deficit.  Thanks  to  this 
pssure,  Uncle  Sam  is  going  to  be 
tucking  off  more  assets  and  busi- 
Isses.  It  will  be  the  greatest  dispos- 
I  of  government  property  in  150 
[ars,  when  Andrew  Jackson's  Wash- 


the  need  for  revenue  is  fast  changing 
Washington's  political  dynamic  just  as 
inflation  did  ten  years  ago.  Until  the 
late  1970s,  the  political  forces  in  favor 
of  tight  regulation  of  such  industries  as 
the  airlines,  the  railroads,  the  truckers, 
and  the  financial  system  were  all-pow- 
erful. Then  came  the  necessity  to  bat- 


1 leaded  for  the  auction  block? 

gton  raised  most  of  its  revenue  by  selling  land.  tie  inflation.  Suddenly,  even  liberal  Democrats  saw  deregu- 

What  will  go  on  the  block  in  coming  years?  The  TVA,    lation  as  a  means  of  curbing  rising  prices, 
e  Bonneville  Power  Authority,  the  FAA,  a  chunk  of  the       The  desire  to  raise  revenue  will  do  the  same  thing  for 
istal  Service,  student  loans,  Small  Business  Administra-    generating  Washington's  version  of  periodic  garage  sales. 


Any  insurance  policy  can  help  you  rebuild 
your  house.  But  a  Chubb  Replacement  Cost 
Policy  will  provide  you  with  the  coverage  you 
need  to  replace  the  unique  construction  and 
fine  architectural  details  that  make  your  home 
so  special. 

It's  one  more  reason  why  the  more  you 
have  to  insure  the  more  you  need  Chubb. 

\         ,  For  further  information, 

I  ^-^1     phone  800-922-0533. 

CHUBB 


The  Chubb  Group  of  Insurance  Companies  is  proud  to  participate  in 
"American  Playhouse"  Watch  for  it  on  PBS. 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Consider  the 
details  within 
the  big  picture 


Success,  yes, 
but  of  an 
unexpected  kind 


An  exception 
that  proves 
the  rule 


WHY  PROTECTIONIST  CLAMOR  WON'T  DIMINISH 

The  \2Vi%  downturn  in  machine  tool  orders  for  August  confirms 
that  a  capital  spending  shutdown  has  begun.  The  culprit:  elimination 
of  incentives  and  lower  depreciation  allowances  after  tax  reform. 

The  effect  will  further  damage  U.S.  competitiveness,  which  still  sags 
despite  the  dollar's  fall.  Even  the  1983-85  capital  investment  boom 
(mostly  in  computers  and  the  like,  rather  than  new  factories)  has  yet  to 
help.  Here's  a  detail  within  the  big  picture  that  helps  explain  why. 

H.R.  Krueger  Machine  Tool  of  Farmington,  Minn.,  with  sales  of  $12 
million  to  $20  million  a  year,  depending  on  cyclical  auto-industry 
orders,  invested  heavily  in  computer-aided  design  and  manufacturing, 
and  computer-controlled  machines. 

The  original  $1.5  million  investment  was  a  near-total  failure.  "Produc- 
tivity went  through  the  floor,  it  was  heartbreaking,"  says  President 
Bruce  Moore. 

But  instead  of  putting  dust  covers  on  the  computers  (many  other 
companies'  "solution"  to  similar  problems),  Moore  called  time-out  for 
two  months,  went  back  to  the  old  methods  and  thought  out  solutions. 

Now,  after  total  investment  of  $4  million  over  four  years  and  lots 
of  staff  training,  there's  success — but  of  a  wholly  unexpected  kind. 

Computer-aided  design  has  cut  20%  from  design  man-hours,  but, 
because  of  the  high  cost  of  the  equipment  needed,  the  total  cost  is 
higher  than  normal  hand  drafting. 

The  direct  payoff  comes  elsewhere,  mostly  in  assembly.  Computer- 
controlled  manufacture  is  more  accurate  and  forces  standardization,  so 
the  machines  go  together  more  readily  and  work  better  from  the  start. 
Computers  also  reduce  design  duplication;  they  remember  earlier 
solutions  and  can  apply  them  each  time  a  similar  problem  arises. 

Oddest  result  of  all:  Krueger  Machine  Tool's  overall  break-even  point 
is  way  up,  from  $4  million  to  $8.5  million  in  sales  a  year. 

So  that's  success?  Yes.  Krueger  can  now  tackle  more  difficult  jobs 
from  U.S.  auto  companies  that  are,  at  last,  obsessed  with  quality. 
(Acceptance  tests  now  typically  require  24-hour  running  with  not  a 
single  out-of-tolerance  precision  part.) 

Such  higher  standards  command  higher  margins.  Krueger's  results  in 
the  year  to  September  were  the  best  ever,  says  Moore  ($3.9  million 
pretax  on  $18  million  sales). 

Krueger,  privately  owned,  is  immune  to  Wall  Street  pressure  for 
quarterly  results.  Now  it  can  tackle  a  wider  range  of  machines  and 
maybe  even  go  for  orders  from  Japan. 

But  Krueger  is  not  typical  of  the  struggling  machine  tool  industry, 
which  is  about  to  get  protection  by  the  end  of  November,  either 
through  "voluntary"  restraints  adopted  by  exporting  countries  or  by 
tough,  direct  import  controls.  There  is  warrant  for  preserving  an 
industry  of  "strategic  importance"  in  Section  232  of  the  Trade  Act. 


The  Forbes  Index 


Forbes  Index 
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Borrowing  from  the  future.  The  Forbes  Index  shot  up  1 . 1  % 
during  the  latest  reporting  period,  the  biggest  month-to- 
month  jump  since  August  of  1985.  Why-  Generous  auto 
financing  incentives  from  Detroit  pushed  up  retail  sales 
4.7%  from  August  to  September.  This  was  the  largest 
monthly  increase  in  over  three  years — with  two  related, 
unpleasant  side  effects.  Not  only  is  this  sales  pace  unlike- 


ly to  be  maintained,  but  it  has  also  pushed  up  the  leva 
consumer  debt. 

The  rest  of  the  economy  seems  to  be  improving.  Ind 
trial  production  and  personal  income  went  up  by  0. 
and  0.3%,  respectively,  from  August  to  September.  N 
housing  starts  decreased  by  6.5%  in  September  but  s 
remain  5.2%  higher  than  they  were  a  year  ago. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  senes  are  presented  at  right. 
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hat  do  you  call  a  computer 
that  i s  about  the  size  of  a 
drinking  fountain,  comes 
rack-mounted  like  a  stereo, 
needs  no  air  conditioning, 
sets  high  standards  for  price 
and  performance,  works  on 
a  variety  of  networks,  plugs 
into  a  regular  wall  socket, 
is  easy  on  beginners  and 
runs  the  same  software  as 
the  biggest  IBM  mainframe? 


ermiE 


OPERATING  SYSTEM  SOFTWARE: 
CONNECTIVITY: 

ARCHITECTURE 
PROCESSOR  STORAGE 
RACK -MOUNTED  STORAGE 
PERFORMANCE 

TEMPERATURE  RANGE: 
PRICE  RANGE: 


They  look  like  superminis  |;|  but  do  things 
no  supermini  ever  did  before 

They  work  like  IBM  mainframes  but  go  places 
(in  both  buildings  and  budgets)  where  no  main- 
frame has  ever  been . 

The  IBM  9370  Informa- 
tion System  is  new,  not  simply 
as  a  family  of  machines,  but 
also  in  the  sense  of  changing 
(as  PCs  once  did)  some  basic 
notions  about  how  computers 
are  used. 

Now  companies  with 
IBM  mainframes  can  distri- 
bute not  only  data,  but  their 
full  mainframe  capability.  The  9370s  run  most  IBM 
mainframe  software. 

At  the  same  time,  departments  are  free  to 
run  their  own  programs  to  meet  special  needs,  and 
to  make  connections  up.  down  and  around  the 
system. 

And  if  your  IBM  9370  is  the  biggest 
computer  you  have,  should  you  ever  outgrow  it, 
your  move  to  an  IBM  mainframe  will  be  painless. 

From  the  smallest  9370  to  our  biggest  3090 
mainframe,  IBM  now  offers  a  100-fold  range  of 
power,  all  within  one  architecture.  So  whether 
you're  moving  up  or  down,  your  investment 
in  applications  and  training  is  protected. 

Easy  to  work  with,  easy  to  live  with. 

In  size,  the  9370s  range  from  small 
to  not  very  big.  The  smallest  is  only  a 


meter  high  and  can  sit  beside  a  desk.  The  lar 
can  go  wherever  you  might  put  two  filing  cab 
In  fact,  anywhere  people  can  be,  a  9370 
be.  Air  conditioning  isn't  necessary,  and  110- 

volt  wiring  is  all  you  nt 
Also,  a  9370  wor 
most  inaudibly,  requin 
little  attention,  and  cai 
installed  in  just  a  few  h 


The  new  IBM  9370 
Information  System 


Height- 1.0  or  1.6  m.  (3'3-  Of  5'3") 
Floor— .75 or  1.5  sq.  m.  (7.8 or  15.6  sq.  ft.) 
VM,  VSE.  IX/370.  MVS/SP 
IBM  SNA,  IBM  lbken-RIng,  Ethernet: 
Bisynch.  ASCII,  TCP/IP  X.25.  SOEMI 
S/370 
4  to  16MB 

368  or  824  MB  DASD,  up  to  39.5  GB 
5,000—25,000  transactions  per  hour, 
0.12-0.79  MFLOPS" 
10°C— 40°C  (50°F-105"F) 
Hardware  system  starts  at  $62,600 


Growth  without 
growing  pains. 

There  are  four  93 
Models  20, 40, 60  and' 
are  more  alike  than  di 
Each  comes  rack-mounted  in  a  special 
and  there's  a  variety  of  interchangeable  devici 

Four  processors  give  the  9370s  a  f ive-fo 
range,  and  two  types  of  disk  drives  can  be  com 
to  prov  ide  up  to  39.5 
gigabytes  of  storage. 

As  your  needs 
grow,  your  9370  can 
easily  be  upgraded, 
allowing  you  to  make 
good  use  of  what  you 
already  own. 


The  IBM  9370  Information  System. 
From  left  to  right:  Models  20,  40, 60,  and  90. 
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md  because  it's  an  open  system,  you  can 
1  both  IBM  and  non-IBM  devices. 



*;e  and  flexibility,  incorporated. 

'he  IBM  9370s  are  well 
itfor  both  commercial  and 
tering/scientif  ic  work,  a 
lie  that  comes  partly  from 
C>logy  and  partly  from 
nommon  sense. 

echnology:  The  9370s 
I  VI's  new  one-million-bit 
ijry  chips.  And  among 
tiignificant  innovations 
are  new  high-speed  chips 
an  store  or  retrieve  two  unabridged  diction- 
i  second. 

'lain  common  sense:  The  9370s  can  use  any 
u  operating  systems,  two  of  which  come  pre- 


packaged. You  wont  need  them  all,  but  as  much  as 
possible,  we  want  the  operating  system  you  need 
to  be  one  that  we  offer. 

And  while  the  9370s  run  mainframe  software, 
you  won't  pay  mainframe 
software  prices.  Software 
costs  have  been  reduced  for 
the  9370s,  and  with  grad- 
uated charges,  much  of  it  is 
priced  relative  to  the  size  of 
your  9370  system. 


Now  you  can 
get  IBM  mainframe 

architecture  in 
a  family  of  mid-size 
computers. 


i 


New  connections 
for  you,  and  us. 

An  IBM  9370  can  be  a 
hub  for  up  to  384  directly  attached  workstations, 
and  supports  many  popular  communications 
protocols  and  networks. 

Among  others,  there's  IBM  Systems  Network 
Architecture  (SNA),  plus  two  local  area  networks, 
the  IBM  Token-Ring  and  Ethernet  * 

But  the  first  connection  you'll 
want  to  make  is  w  ith  your  IBM  sales 
representative.  Just  ask  about  the 
superminimainframe.  You'll  get 
lotsofinformationandafreebrochure. 


'1  precision  UNPACK  data  have  not  been  published  in  the  Argonne  National  Laboratory  Technical  Memorandum,  but  are  based  on  IBM  measurements  and  will  be  submitted  to  Argonne  National  Laboratory  for  publication 


Forbes 


In  the  days  of  the  smokestack  economy,  they  used  to  say  the  com 
try  catches  cold  when  Detroit  sneezes.  Can  that  still  be  true?  There 
a  good  chance  we  could  find  out  over  the  next  six  months. 

Sniffle,  sniffle, 
ah-choo! 


"I  think  1987  is  a  tough,  tough  year,  a  really  tough  year,  with  downside  potential  and  no  upside  potential." 


By  Jerry  Flint 


Remember  "What's  good  for 
General  Motors  is  good  for 
America"?  That  was  a  dis- 
tortion of  what  GM's 
Charles  (Engine  Charlie) 
ilson  really  said,  but  the  distortion 
me  to  stand  for  a  truth:  If  the  auto 
isiness  prospers,  so  does  the  coun- 
k  Next  year  will  tell  if  the  old  say- 
ig  still  holds  true.  There  is  an  excel- 
it  chance  that  1987  will  be  a  rela- 
yely  poor  year  for  Detroit. 
The  auto  industry  still  has  three 
us  factors  going  for  it:  modest  inter- 
t  rates,  modest  gasoline  prices  (62.9 
nts  for  regular  in  Dayton,  Ohio  the 
her  day)  and  lower  price  tags  than 
r  comparable  imports 
nr  example,  a  Ford  Tem- 
'  compact  sells  for  about 
0,000,  while  a  Toyota 
imry  goes  for  $12,000). 
Against  these  favorable 
;tors  is  this  big  unfavor- 
le  factor:  The  automo- 
de  business  has  always 


other  300,000,  1  million  in  all.  In  a 
leveraged  business  like  automobiles, 
a  decline  like  that  can  be  most  painful 
for  profits. 

"We  are  planning,  I  can't  tell  you 
how  much,  that  we  will  lose  [some- 
thing in  the  market],"  says  Iacocca. 
Yes,  Chrysler  has  new,  higher-profit 
cars  and  trucks.  With  these  new  vehi- 
cles, he  recently  told  a  reporter  for 
another  publication,  "We  should  have 
a  dramatic  penetration  increase,  all 
other  things  being  equal."  But  to 
Forbes,  Iacocca  admitted  that  things 
probably  aren't  going  to  be  equal. 

This  is  ominous:  The  continuation 
of  the  import  flood,  plus  the  growing 
output  from  Japanese  plants  here — 
Honda,  Nissan  and  Toyota  now,  and 


Jaguar 
Saab 
Porsche 
Isuzu 
Honda 
Volvo 
Mazda 
Subaru 
BMW 
Mercedes 
Volkswagen 
Chrysler' 
Mitsubishi 
GM* 
Nissan 
Ford 
Toyota 
Audi 
Peugeot 
AMC 


Men  subject  to  wide  ups 

i  d  downs,  and  it  has  just 
i  d  four  years  of  up.  If 
i  jles  dip,  Detroit  will  be 

;hting  for  a  dwindling 
l  arket  against  increas- 

gly    powerful  foreign 

mpetitors;  so  far,  at 
[  ist,  the  cheaper  dollar 
I  sn't  checked  the  tide  of 
:  iports. 

Even  that  old  optimist 

e  Iacocca  is  concerned. 

iven]  after  four,  almost 
i  re  years  of  prosperity, 
J  ;  are  still  cyclical  as  a 

siness,"  says  Chrysler's 
!  airman.  He's  worried 
:  at  low-interest-rate  in- 
ilntives  stole  sales  from 
lie  future.  He's  worried 
.  (out  the  trade  deficit  and 
lie  budget  deficit  and  a 
Jlssible  recession. 

[Unless  something  changes  fast,  he 
iws,  "I  think  1987  is  a  tough,  tough 
;jar,  a  really  tough  year,  with  down- 
lie  potential  and  no  upside  poten- 
II.  .  .  .  Notice,  things  were  really 
iding  off  for  the  summer.  Until  we 
Imped  it,  because  General  Motors 
l  it  in  a  jam." 

1  How  far  could  Detroit  fall?  From 
Je  bottom — fewer  than  5  million 
i  Irs  built  in  1982 — production  and 
i  jles  have  climbed  to  about  8.2  mil- 
.m  U.S. -made  cars  this  year.  That's  a 
;werful  surge,  better  than  60%.  It 
n  hardly  last  forever.  One  Ford  fore- 
ster figures  that  car  sales  will  drop 
'  by  700,000  and  truck  sales  by  an- 


Winners  and  losers 


Surprise:  Import  car  sales  are  strong,  but  Toyota  and 
Nissan  trail  1985.  And  GM,  for  all  its  profit  slump, 
almost  matches  last  year's  units  while  Ford  fell  behind. 


1985/1986  model  year  sales  increase  or  decrease 


-40%     -30%     -20%  -10% 


0% 


+  10%      +20%  +30% 


Cars  sold 

iter  vear 

fewer  than  100,000 
100,000  to  499,999 
cnn  nnn  ...  ooo  ooo 

m  1  rUin  (MM)  and  mnrp 

H  ~  /  /  

1 

1 

*For  U.S.-type  models.  With  sales  of  their  imported  models, 
GM  sales  are  up  1.2%  and  Chrysler  sales  are  up  5%. 


Mazda  by  spring — could  push  the  for- 
eigners' combined  import/U.S. -as- 
sembled market  share  to  40%  by  year- 
end.  Says  Iacocca:  "We're  going  to 
have  a  hell  of  a  time  holding  our  own." 

Some  U.S.  auto  people  take  comfort 
from  the  new  theory  that  market 
share  isn't  important,  that  profit  is  all 
that  matters.  Ford  is  the  leading  ex- 
ample of  this  thinking.  Its  market 
share  and  car  sales  actually  have  fall- 
en this  year.  Yet  it  turned  in  a  huge, 
$702  million  operating  profit  in  the 
third  quarter,  while  GM,  fighting  for 
market  share  with  incentives,  suf- 
fered a  $338  million  operating  loss. 

Ford  has  a  lot  of  momentum.  It  is 
probably  getting  the  biggest  chunk  of 


its  U.S.  profits  from  its  highly  profit- 
able truck  business  and  from  its  old- 
fashioned  but  lively,  high-profit  (of 
maybe  $8,000  a  car)  Lincoln  Town 
Car.  Its  Taurus  and  Sable  cars  are 
among  the  hottest  cars  on  the  market. 
Its  subcompact  Escort  continues  to  do 
well.  But  Ford,  having  cut  hard  at 
costs,  is  clearly  suffering  from  lack  of 
capacity:  Its  unit  sales  are  down  this 
year.  Lee  Iacocca  admits  he  is  kicking 
himself  for  not  building  more  mini- 
van  capacity  for  Chrysler  earlier.  So, 
clearly,  volume  still  matters  a  lot  in 
the  auto  business. 

While  subcompacts  are  less  popular 
than  when  gasoline  prices  were  high- 
er, they  clearly  remain  a  permanent 
chunk  of  the  market,  and  here  Detroit 
is  clearly  giving  ground. 
GM  will  be  getting  all  its 
small  cars  from  Japan  and 
Korea  and  a  GM-Toyota 
plant  in  California  soon. 
Ford  will  be  getting  some 
new  Mazda-designed 
smallish  cars  from  Mexi- 
co and  a  Mazda  plant  near 
Detroit  next  year.  Chrys- 
ler will  be  building  a  big 
car,  to  compete  with  Cad- 
illac and  Lincoln,  at  its 
one  small-car  plant  next 
year.  Will  Chrysler  allow 
its  small  car  to  die — the 
American  models  of  its 
Omni  and  Horizon?  A  de- 
cision one  way  or  the  oth- 
er will  be  made  before 
year-end. 

While  the  U.S.  compa- 
nies abandon  the  small- 
car  market,  the  Japanese 
move  steadily  into  the 
middle  and  upper  seg- 
ments of  the  market. 
Honda  is  selling  its 
$20,000-plus  Legend,  and 
Mazda  is  expected  to  be 
importing  its  big  929  late 
next  year. 

in  the  dollar  may  help 
invasion  yet,  but  only  if 
the  U.S.  companies,  through  higher 
quality  and  smarter  marketing,  can 
persuade  buyers  that  their  cars  are  as 
good  as  the  foreign  models. 

Right  now  the  auto  industry  is  pull- 
ing more  than  its  load  in  the  econo- 
my. After  nine  months  car-truck  sales 
were  at  12.3  million,  300,000  ahead  of 
last  year  and  headed  for  a  record  16 
million  total  for  the  year. 

Nobody  thinks  the  auto  business 
will  collapse,  but  the  big  profits  of  the 
past  four  years  are  now  history.  From 
here  on  it's  going  to  be  a  tough  buck. 
And  this  doesn't  bode  terribly  well  for 
the  rest  of  the  economy.  ■ 


The  fall 
check  this 


Americas  biggest  companies  have  banded 
together  to  fight  the  Third  World's  technol- 
ogy pirates.  But  will  Washington  and  its 
allies  use  the  weapons  at  their  disposal? 

That's  the 
$60  billion 
question 


By  Edwin  A.  Finn  Jr. 

Ax  Seoul  University  in  Korea, 
students  use  Paul  Samuelson's 
i  basic  economics  textbook;  but 
precious  little  good  it  does  the  author 
or  the  publisher.  The  students  gener- 
ally buy  illegal  copies  for  $4,  about  a 
tenth  the  price  of  the  McGraw-Hill 
version.  Argentineans  who  ask  for 
Feldene,  an  antiarthntis  drug  by 
Pfizer  Inc.,  stand  a  90%  chance  of 
being  sold  an  unauthorized  variation 
made  by  a  local  drug  company. 

Last  year  foreigners  violated  trade- 
marks, patents  and  copyrights  on  ev- 


erything from  auto  parts  to  designer 
clothes,  racking  up  as  much  as  $60 
billion  in  sales.  That's  right,  $60  bil- 
lion. Pirates  are  robbing  U.S.  compa- 
nies of  an  estimated  $25  billion  in 
revenues  a  year.  That  amounts  to 
nearly  15%  of  the  U.S.  trade  deficit. 
And  many  of  the  pirated  products  are 
high  tech,  increasingly  the  lifeblood 
of  the  U.S.  economy. 

Now  America's  biggest  companies 
are  fighting  back.  Behind  the  antipira- 
cy  policy  is  an  informal  committee  of 
high-level  officials  from  IBM,  Pfizer, 
General  Electric,  Monsanto  and  seven 
other   huge   U.S.    companies.  The 


whole  effort  is  definitely  sotto  v< 
The  antipiracy  committee  "doe 
really  exist,  it  doesn't  even  hav 
chairman,"  says  one  executive. 

For  a  group  that  doesn't  exist, 
Intellectual  Property  Committee 
been  busy  since  it  was  formed 
months   ago.   Besides  lobbying 
Washington,  emissaries  have  flowi 
Europe  and  Japan  to  enlist  the  hel] 
Siemens,  Hoechst  and  several  h 
Japanese  exporting  companies. 

The  biggest  success  thus  far 
been  getting  .Washington  finally 
talk  tough  to  Third  World  count 
that  harbor  today's  technological  q 
caneers.  Washington's  technique 
simple:  If  Taiwan  doesn't  mend 
counterfeiting  ways,  the  U.S.  ccj 
stop  buying  Taiwan's  legitimate  pr 
ucts,  such  as  shoes,  shirts  and  rad: 

The  most  persuasive  argumj 
against  today's  technology  pirate 
that,  unlike  big  U.S.  companies,  t| 
don't  spend  vast  sums  on  research  i 
development.  Listen  to  Monsanl 
James  Enyart:  "You  spend  millioni 
develop  a  herbicide  and  then  you 
got  to  market  it.  You  do  all  that ; 
then  some  guy  in  Taiwan  with  set 
pots  and  pans  flanged  together  i 
undercut  the  hell  out  of  your  prica 

So  far,  the  big-stick  techniqui 
threatening  to  shut  off  trade — 
been  tested  only  by  the  U.S.,  acting 
its  own.  Under  new  provisions  of 
Trade  Act  of  1974  as  amended  t 
years  ago,  with  help  from  the  corn 


les  that  now  belong  to  the  Intellectu- 
|(l  Property  Committee,  the  U.S. 
;rade  Representative's  office  threat- 
tied  to  turn  back  South  Korean  im- 
orts  unless  the  Koreans  cleaned  up 
lieir  counterfeiting  act.  In  August 
i.orea  agreed  to  rewrite  its  patent  and 
topyright  laws.  The  job  should  be 
one  by  year-end. 

"The  Korean  case  was  really  a  wa- 
jrshed,"  says  a  Washington  trade 
□nsultant.  "We've  finally  turned 
round  and  said,  'Look,  Korea,  if  you 
'on't  stop,  we're  going  to  close  our 
larket  to  you.'  "  Brazil,  Canada,  Tai- 
wan, India  or  Mexico  could  be  next. 
Can  the  big  stick  really  squash  the 
irates?  After  all,  getting  a  developing 
ountry  to  rewrite  its  laws  is  one 
ling.  Getting  the  police  in  to  bust  up 
'ounterfeiters'  plants  is  quite  anoth- 
ir.  In  some  countries  pirates  will  be 
irotected  by  political  connections. 
Others  will  simply  flee  to  places 
vhere  counterfeiting  laws  remain  lax. 
'/hen  Singapore  recently  upgraded  its 
'iws  against  counterfeiting  music 
upes,  for  example,  the  pirates  moved 
id  Indonesia. 

f  "We  are  assuming,  and  I  think  de- 
veloping countries  are  assuming,  too, 
!iat  Washington  really  means  busi- 
|ess  this  time,"  says  Ed  Pratt,  chair- 
nan  and  chief  executive  officer  of 
Ifizer.  "But  these  countries  have  a 
fray  of  wriggling  away  sometimes." 
!  Pratt  has  good  reason  for  fighting 
Urates.  The  U.S.  drug  industry  is  one 
If  the  biggest  losers  to  counterfeiters. 
Others  include  chemical  companies, 
novie  and  record  concerns,  publish- 
rs  and  computer  companies. 
The  key  question  now  is  whether 
urope  and  Japan  will  join  Washing- 
pn  in  the  enforcement  role.  As  usual, 
iur  so-called  allies  are  more  than  hap- 
ly for  the  U.S.  to  do  the  dirty  work 
nd  absorb  the  abuse  from  Third 
Vorld  countries  that  are  hurt  by  the 
Dugh  policy.  But  there  are  glimmers 
if  hope. 

f  One  of  the  Intellectual  Property 
Committee's  biggest  achievements 
ince  its  inception  in  May  was  to  con- 
:ince  the  Japanese  and  the  Europeans 
if  the  high  cost  of  piracy.  As  recently 
s  last  spring,  the  Japanese  govern- 
ment and  particularly  the  European 
fconomic  Community  were  ambiva- 
bnt.  They  had  no  plans  to  support  the 
;J.S.  effort  to  get  piracy  included  on 
Kie  negotiating  agenda  of  the  General 
Agreement  for  Trade  &  Tariffs,  the 
iternational  trade  organization.  But 
Ijy  September,  when  GATT  met  at 
unta  del  Este,  Uruguay,  the  Europe- 
ins  and  Japanese  lined  up  behind  the 
imericans. 

The  turnabout  came  only  after  a 


"Sail  on,  me  hearties" 


Jim  Enyart  has  chased  nearly  25 
major  pirates  for  Monsanto  over 
the  past  eight  years,  turning  up 
drums  of  counterfeit  chemicals  on 
Guatemalan  docks,  in  Chilean 
warehouses  and  on  sugarcane  plan- 
tations in  Mauritius,  the  tiny  is- 
land in  the  Indian  Ocean. 

Enyart  estimates  that  a  single 
Taiwanese  pirate  cost  Monsanto 
$3  million  in  sales,  on  just  one 
herbicide  product.  On  top  of  that, 
his  counterfeit  goods  put  pres- 
sure on  Monsanto's  profit 
margins.  Then  there's  the  cost 
of  the  chase:  Enyart  himself 
has  spent  as  much  as  a  third  of 
his  time  recently  tracking  the 
Taiwanese  pirate;  lawsuits  in 
Chile,  Mauritius  and  Switzer- 
land have  cost  Monsanto  sev- 


eral million  dollars. 

Even  when  caught,  pirates  can 
prove  slippery.  A  Taipei  court 
found  that  Enyart's  pirate  had  in 
fact  manufactured  a  herbicide  pat- 
ented by  Monsanto.  But  the  court 
let  him  off,  saying  that  the  pirate 
didn't  realize  it  was  a  herbicide. 
"It's  ridiculous,"  says  Enyart.  "The 
drums  said  right  on  them  that  it 
was  herbicide,  and  this  guy  manu- 
factured hundreds  of  them." 

Taiwan,  like  England 
in  the  age  of  Sir  Francis 
Drake,  may  well  view 
piracy  as  a  service  to  the 
state.— E.A.F. 


campaign  by  high-level  U.S.  corporate 
executives.  They  worked  chambers  of 
commerce  and  individual  companies, 
explaining  the  high  cost  of  piracy. 
Eventually  the  pressure  was  felt  by 
European  and  Japanese  government 
officials.  Result:  a  changed  stance  on 
piracy.  Says  one  Washington  trade  ex- 
pert: "The  U.S.  private  sector  was 
light  years  ahead  of  Europe  and  Japan 
on  this." 

Private  companies  in  Japan,  Europe 
and  the  U.S.  are  planning  talks  on 
piracy  for  early  next  year.  Within  that 
group,  at  least,  there  is  general  agree- 
ment that  something  must  be  done. 
Now  patents,  copyright  and  trade- 
marks, collectively  known  as  intel- 
lectual property,  are  protected  inter- 
nationally by  the  Paris  and  Berne  con- 
ventions, which  were  signed  in  the 
late  1800s  and  have  no  real  enforce- 
ment mechanism.  The  Intellectual 
Property  Committee  would  like  to 
see  a  new  sort  of  international  en- 
forcement system — one  with  teeth. 

Just  setting  up  another  internation- 
al organization  won't  really  help. 
What  is  required  is  compliance.  The 
U.N.  condemns  the  Soviet  invasion  of 
Afghanistan,  and  the  Soviets  yawn. 
The  World  Court  rules  that  it's  illegal 
for  the  U.S.  to  back  the  Nicaraguan 
contras,  and  Washington  ignores  the 


decision. 

A  counterfeit-catchers'  association 
could  be  more  effective,  provided  the 
trade-ban  weapon  was  used  with 
determination. 

But  can  the  U.S.  protect  its  citizens' 
property  rights  without  violating  the 
national  sovereignty  of  the  counter- 
feiting country?  Why  not?  The  U.S. 
can't  tell  other  countries  what  kinds 
of  laws  they  should  pass  or  how  they 
can  enforce  them.  But  the  U.S.  cer- 
tainly has  the  right  to  decide  who  it 
will  trade  with  and  on  what  terms. 

The  get-tough  approach  draws,  not 
surprisingly,  outcries  from  some 
poorer  countries,  which  seem  to  as- 
sume a  double  standard  of  conduct  in 
the  world — a  standard  where  the  U.S. 
acts  like  a  gentleman  while  they  do 
anything  they  damn  please,  including 
stealing.  The  hypocrisy  is  so  thick 
you  can  cut  it  with  a  knife. 

The  most  combative  developing 
countries,  such  as  Brazil,  India  and 
Argentina,  claim  that  patents,  copy- 
rights and  trademarks  are  the  shack- 
les of  imperialism.  They  contend  that 
all  ideas  are  part  of  the  "common  her- 
itage of  mankind."  No  border,  no  law, 
no  customs  patrol  should  block  the 
free  flow  of  ideas,  they  say.  They  are 
just  being  ingenuous.  Stealing  is 
stealing.  ■ 


Who  would  give  up  a  promising  career  at 
Morgan  Guaranty  to  buy  into  a  bedrag- 
gled bank  in  Buffalo?  Meet  Bob  Wilmers, 
assistant  batboy  and  chief  executive. 

Gold  is  where 
you  find  it 


First  Empire  State  Corp.  's  Bob  Wilmers 

Big  enough  to  make  money,  small  enough  to  fix. 


By  Allan  Sloan 

BANKERS  ARE  EXPECTED  tO  Serve 
their  communities  in  a  variety 
of  ways,  but  being  assistant 
batboy  for  the  local  minor  league 
baseball  team  isn't  usually  one  of 
them.  Yet  on  a  rainy  night  in  Buffalo, 
N.Y.,  we  found  Robert  Wilmers,  52, 
chairman  of  a  S3  billion  bank,  push- 
ing a  cart  laden  with  bats  belonging  to 
the  Buffalo  Bisons.  Wilmers  and  the 
bat  cart  bog  down  in  the  mud  along 
the  third  base  line.  Spectators  whistle 
derisively. 

What  kind  of  banker  spends  eve- 
nings pushing  bats  in  the  rain  while 
people  make  fun  of  him,  and  his  son, 
the  batboy,  has  all  the  fun?  The  kind 
of  banker  who  didn't  care  how  much 
people  laughed  when  he  gave  up  a 
promising  career  at  Morgan  Guaranty 
Trust  Co.,  the  nation's  premier  com- 
mercial bank,  and  began  buying  stock 
in  First  Empire  State  Corp.,  an  ob- 
scure bank  holding  company  suffering 


heavy  losses. 

To  most  people,  First  Empire, 
whose  main  subsidiary  is  the  M&T 
Bank,  didn't  look  like  much  of  a  prize. 
After  an  attempt  by  Morgan  to  buy 
M&T  had  been  turned  down  by  the 
Federal  Reserve  Board  in  1962,  things 
seemed  to  go  into  a  tailspin.  Instead  of 
acting  like  a  second-tier  regional  bank 
should,  First  Empire  ventured  far 
from  its  hometown  and  paid  dearly.  It 
managed  to  lose  money  in  real  estate 
investment  trust  loans  and  foreign 
loans  that  went  sour.  Its  stock  sold  at 
less  than  50%  of  book  value.  Give  up 
a  good  job  at  Morgan  to  have  a  shot  at 
running  this? 

Wilmers,  in  fact,  picked  First  Em- 
pire precisely  because  it  looked  so 
bad.  Like  many  able,  ambitious  bank- 
ers, Wilmers  wanted  to  run  his  own 
show — and  came  to  realize  he  would 
never  do  so  at  Morgan.  Unlike  most 
bankers  in  similar  circumstances, 
Wilmers  had  a  family  with  money, 
and  he  could  afford  to  take  a  flier.  He 


also  had  useful  foreign  connection 
having  spent  three  years  runnn 
Morgan's  international  private  bam 
ing  department. 

Using  a  computer  screen,  Wilme 
sought  the  worst-performing  banks 
the  range  of  $1  billion  to  $3  bilha 
"That  way,  you  have  a  bank  b 
enough  to  make  a  lot  of  money  if  yd 
fix  it,  but  not  too  big  to  turn  around 
he  says. 

First  Empire  was  the  second-won 
bank  in  its  peer  group;  the  worst  was 
bank  in  Cleveland  presenting  insu 
mountable  problems  for  Wilmei 
Wilmers  chose  First  Empire,  eve 
though  it  was  in  bad  shape  and  Buffai 
was  so  depressed  that  it  seemed  aboi 
to  fall  into  Lake  Erie  and  die.  Wilme 
loved  the  Buffalo  factor:  It  kept  tl 
stock  cheap  while  he  bought  it. 

"First  Empire  had  plenty  of  attrai 
tions  that  didn't  show  up  on  the  ba 
ance  sheet,"  Wilmers  says.  "It  owne 
a  New  York  State  bank  with  a  pre 
ence  upstate  and  a  New  York  Cil 
office.  It  had  a  portfolio  of  short-ten 
bonds,  so  that  even  if  interest  rati 
went  up,  you  wouldn't  get  killed." 

Wilmers'  computer  screen  serve 
him  well.  First  Empire,  which  nev« 
earned  more  than  0.72%  on  asse1 
under  previous  managements,  has  b* 
gun  earning  more  than  1%  under  tb 
Wilmers  regime,  putting  it  in  the  tc 
third  of  its  size  group.  The  stocl 
around  10  when  Wilmers  and  inve 
tors  affiliated  with  him  began  buyin 
in  1979,  has  moved  up  to  the  80s. 

By  early  1982  Wilmers,  whos 
backers  included  a  Portuguese  banke 
and  a  Swiss  industrialist,  controlle 
20%  of  the  bank.  That  block,  con) 
bined  with  a  5%  holding  by  the  Ban 
family,  old-line  Buffalonians  symp« 
thetic  to  Wilmers,  enabled  him  tl 
take  control  without  a  fight. 

After  a  career  spent  working  fc 
other  people — three  years  at  a  pape 
company,  three  at  Bankers  Trust,  fou 
as  a  deputy  finance  commissioner  c 
New  York  City,  ten  at  Morgan  Guai 
anty — Wilmers  was  finally  runnin 
his  own  show. 

He  lured  a  dozen  high-powere' 
bankers — among  them  senior  vie 
presidents  at  Fidelity  Bank  of  Phila 
delphia,  Security  Pacific  of  Los  Ange 
les  and  Chemical  Bank  of  Nev 
York — by  offering  reasonable  salane 
sweetened  by  generous  stock  option 
that  have  turned  several  of  them  inti 
paper  millionaires. 

There's  no  magic  to  the  wa1 
Wilmers  turned  First  Empti' 
around — just  a  lot  of  common  sens» 
and  hard  work.  He  decided  to  tak< 
advantage  of  First  Empire's  extensivi 


inch  system  to  make  Buffalo-area 
ims.  He  established  trading  centers 
i  fixed-income  securities  and  for- 

c  n  exchange.  He  installed  the  com- 
ny's  first-ever  centralized  credit 
itrols  and  invested  in  new  comput- 

t  systems. 
Kilmers  charged  off  lots  of  loans  in 
,  first  years  and  sold  the  bank's 
^xican  and  Brazilian  loans  at  a  dis- 
unt.  He  was  forced  to  swallow  a 

5  ^en-figure  loss  when  it  was  discov- 

( id  that  First  Empire's  bank  in  High- 


land, N.Y.,  which  Wilmers  hadn't  got- 
ten around  to  scrutinizing,  was  bank- 
rolling Mafia  figures  who  defaulted  on 
their  loans. 

Wilmers,  a  Harvard  College  gradu- 
ate who  dropped  out  of  Harvard  Busi- 
ness School  because  it  bored  him,  has 
no  magic  management  formula.  His 
real  secret  is  no  secret  at  all:  hard 
work  and  attracting  good  people.  The 
same  talents  that  made  him  a  success 
as  an  international  banker  at  Morgan 
served  him  well  running  a  provincial 


bank.  So  now  Wilmers,  who  grew  up 
in  Europe — where  his  father  was  an 
executive  at  a  Belgian-based  utility 
holding  company — finds  himself 
working  with  local  organizations  like 
the  Buffalo  Bisons,  the  Buffalo  Phil- 
harmonic and  the  Buffalo  Bills  profes- 
sional football  team.  His  bank  is  mak- 
ing a  lot  of  money,  and  he's  searching 
for  ways  to  keep  all  his  high-powered, 
high-priced  help  happy  and  produc- 
tive. Ah,  the  joys  of  being  a  second- 
tier  regional  contrarian.  ■ 


llyril  Yansouni  is  leaving  a  secure  job  to 
pin  an  old  friend  at  ailing  Convergent 
technologies.  Does  all  the  bad  news  there 
lave  something  to  do  with  it? 


Ripe  for  a  rebound 


By  Kathleen  K.  Wiegner 

n  Oct.  23  Convergent  Tech- 
I  nologies  made  two  announce- 
ments.  For  the  third  quarter, 
"ie  company  lost  $25.7  million  on 
:?ging  revenues  of  $64.7  million, 
ne  good  news,  which  was  overshad- 
'/ed  by  the  dismal  earnings:  Cyril 


Yansouni  will  soon  become  Conver- 
gent's  president. 

Yansouni,  44,  worked  19  years  at 
Hewlett-Packard,  most  recently  as 
general  manager  of  its  personal  com- 
puter group.  He  is  Convergent's  sec- 
ond key  grab  from  H-P,  the  first  being 
his  friend  and  mentor  Paul  Ely,  who 
left  H-P  in  January  1985  to  become 


chairman  and  chief  executive  of  the 
ailing,  $300  million  (likely  1986  sales) 
computer  maker  from  San  Jose,  Calif. 

Ely,  now  54,  has  had  his  problems 
getting  Convergent  moving  again.  In 
March  a  deal  to  buy  3Com,  a  local 
area  network  supplier,  was  hastily 
called  off  when  3Com's  investment 
banker  decided  it  didn't  like  Conver- 
gent's financial  condition.  Conver- 
gent was  then  trading  around  10.  Now 
it  is  trading  at  4  lA — less  than  half  the 
company's  sales  per  share,  about  one- 
sixth  the  price  at  which  Convergent 
sold  to  the  public  in  a  secondary  offer- 
ing in  1983,  and  below  the  exercise 
price  of  $5.50  of  Ely's  options  on 
900,000  shares. 

Numbers  like  that,  as  good  contrar- 
ians like  Yansouni  know,  usually  por- 
tend more  opportunity  than  risk.  Why 
else  would  Yansouni  leave  a  secure 
job  at  one  of  the  country's  great  com- 
panies to  sign  on  to  what  the  stock 
market  seems  to  think  is  a  sinking 
ship?  For  the  record,  Yansouni  says  of 
his  decision  to  board  Convergent: 
"First,  Paul  was  here.  And  this  gives 
me  a  chance  to  use  my  skills  to  run 
my  own  operation." 


Ynvergent  Technologies  Resident  Cyril  Yansouni  ( left )  and  Chairman  Paul  Ely 
hy  leave  a  secure  job  to  sign  on  with  a  sinking  ship? 


Convergent's  most  pressing  prob- 
lem is  its  largest  customer,  AT&T. 
Convergent  makes  two  personal  com- 
puters for  AT&T,  part  of  the  strategy 
initiated  by  Ely's  predecessors,  to  sign 
a  few  big  customers  (including  Bur- 
roughs and  NCR,  as  well  as  AT&T) 
and  let  them  do  the  selling.  But 
AT&T  is  doing  badly  selling  its  Con- 
vergent computers,  and  Convergent's 
sales  to  AT&T  have  fallen  from  $48 
million  (of  a  total  $100  million)  in  the 
fourth  quarter  of  last  year  to  $10.7 
million  (of  $65  million)  in  this  year's 
third  quarter.  After  this  year,  when 
Convergent's  contract  with  AT&T 
expires,  Ely  says  shipments  to  AT&T 
will  be  negligible.  Nor  are  Ely's  other 
big  customers  likely  to  place  big  or- 
ders until  the  tax  picture  clears  and 
the  computer  slump  reverses. 

Ely's — and  now  Yansouni's — chal- 
lenge is  clear:  Change  strategy.  Round 
up  new  business  faster  than  the  old 
AT&T  business  evaporates.  To  do 
this,  Ely  has  split  Convergent  into 
two  operating  groups.  One  group, 
headed  by  Yansouni,  will  continue 
Convergent's  original  big  company 
OEM  strategy  but  with  more  empha- 
sis on  selling  to  value-added  resellers, 


By  Howard  Rudnitsky 

T|  he  plot  thus  far:  Ben  Carpen- 
ter, proud  patriarch  of  a  well- 
known  Texas  family,  who  is  62 
and  in  failing  health,  decides  to  sell 
the  family's  company,  whose  most 
valuable  property  is  the  huge  Las  Co- 
linas  real  estate  development  in  Ir- 
ving, Tex.,  just  northwest  of  Dallas. 
Ah,  but  Ben's  son,  John  Carpenter  III, 
wants  to  keep  the  company  in  the 
family  and  is  trying  to  scrape  up  the 
money  needed. 
This  is  the  outline  of  the  story  now 


who  package  computers  with  soft- 
ware and  resell  them.  A  new  group, 
called  SBS  and  headed  by  Ely,  will  be 
responsible  for  marketing  directly  to 
end  users,  primarily  small  businesses. 

"I  had  two  choices,"  explains  Ely.  "I 
could  bring  in  someone  to  run  the 
small-business  side  and  devote  myself 
to  the  OEM  business.  But  I  decided  it 
was  better  to  spend  more  time  on  the 
small-business  side  myself.  So  who 
could  run  our  traditional  OEM  busi- 
ness? Someone  just  like  me." 

In  essence,  then,  Ely  has  brought 
under  his  own  roof  a  bright  younger 
man  against  whom  to  compete.  That 
in  itself  is  shrewd. 

Rather  than  create  a  new  marketing 
organization  from  scratch,  Ely  in- 
tends to  build  what  he  calls  a  "verti- 
cal market  federation"  within  the 
company.  This  entails  buying  part  or 
all  of  companies  that  have  already 
proved  themselves  adept  at  selling 
computers  (Convergent's  and  other 
makes)  into  specialized  markets. 

A  year  ago,  Ely  picked  up  40%  of 
Baron  Data  Systems,  a  value-added 
reseller  (VAR)  with  a  market  in  court 
and  legal  transcription.  In  August  he 
paid  around  $50  million  in  stock  for 


unfolding  at  Southland  Financial 
Corp.  (no  relation  to  Southland  Corp., 
owner  of  7-Eleven  stores),  which 
owns  one  of  the  most  valuable  pieces 
of  land  in  America,  3,700  acres  near 
the  Dallas-Fort  Worth  airport.  Given 
time,  the  property  could  be  worth  a 
good  deal  more  than  the  estimated 
$950  million  in  debt  and  equity  capi- 
tal Southland  Financial  has  invested. 

Ben  Carpenter's  ambitious  plan  for 
Las  Colinas,  which  in  total  encom- 
passes 12,000  acres,  envisioned 
75,000  residents  and  upward  of  40 
million  square  feet  of  office,  retailing 


Display  Data  Corp.,  a  VAR  sell 
systems  to  auto  dealerships,  bever 
distributors,  lumberyards  and  ha 
improvement  centers.  In  the  sa 
month  he  paid  $28  million,  cash, 
two  divisions  of  Uccel;  they  sell  ■ 
terns  to  CPAs  and  general  conti 
tors.  "We  want  to  acquire  roughly 
vertical  market  leaders,"  says  I 
"With  their  combined  knowhow, 
should  be  able  to  find  the  formuU 
economically  attack  new  verti 
markets  that  are  not  being  served. 

Ely  says  he  should  make  up  for 
lost  sales  to  AT&T  within  two 
three  quarters,  and  that  his  dii 
sales  effort  should  generate  $300  r 
lion  in  revenues  in  four  years.  Thai 
to  Ely's  tough  cost-cutting  last  y< 
Convergent  has  $80  million  (over  $ 
share)  in  cash;  there  is  no  debt.  A  r 
computer,  based  on  Intel's  new  80. 
microprocessor,  is  scheduled  for  st 
ment  by  the  end  of  the  year. 

"We  have  a  base  built  and  the  ci 
so  there  isn't  any  immediate  threa 
our  survival,"  says  Ely.  Cyril  Y 
souni,  too,  obviously  feels  that  C 
vergent's  fortunes  are  set  to  turn, 
fered  a  passel  of  options  (and  $300,1 
a  year)  to  sign  on,  he  signed  on.  ■ 


and  hotel  space  by  the  late  1990s, 
least  35%  of  the  dream  is  already  n 
ity  and  is  renting  relatively  well 
spite  the  real  estate  depression  in  T 
as — 79%  occupancy,  vs.  70%  el 
where  in  the  Dallas  market. 

So  why  sell  now?  Blame  the 
march's  health,  tax  reform  and  a  c 
squeeze.  Interest  costs  alone  on 
nearly  $1  billion  Carpenter  has 
ready  borrowed  to  develop  Las  < 
linas  and  other  Texas  propert 
(which  account  for  some  20% 
Southland's  assets)  will  hit  $100  r. 
lion  this  year.  Meanwhile,  land  ; 
residential  property  sales  at  the  dei 
opment  are  down  sharply  ($8  mill 
m  the  first  half  of  1986,  vs.  $47  n 
lion  in  the  same  period  last  year), ; 
next  year  doesn't  figure  to  be  m« 
better.  A  jointly  owned  luxury  c 
vention  hotel  that  Southland  cc 
pleted  this  year  and  another  exist 
one  in  Las  Colinas  are  losing  mon 
Result:  Southland  will  run  a  negat 
cash  flow  estimated  at  $8  million 
$10  million  this  year.  Next  yeai 
will  be  lucky  to  break  even. 

Making  matters  worse,  Las  Coln 
will  soon  be  competing  increasin 
with  itself  as  well  as  with  Dallas 
the  early  1980s,  when  busmess  \ 
booming,  both  Southland  and  ot 
Las  Colinas  developers  wrote  m: 
five-year  leases  in  the  area.  As  th 
leases  expire  they  will,  in  efff 


Ben  Carpenter's  development  in  Las  Co- 
linas is  up  for  sale  at  a  time  when  Dallas- 
area  real  estate  is  depressed.  Only  deep 
pockets  need  apply. 

Billion-dollar 
fire  sale 
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Who  has  the  tools 
to  make  your  idea  shine? 
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Who  can  listen,  and  assess  the  ways 
information  and  communication  systems 
can  further  your  idea? 


Who  has  over  5,000  engineers  dedicated  to 
providing  the  best  means  to  enhance  your  idea? 


Who  can  draw  upon  technology  from 
around  the  world? 


Who  has  a  proven  record  of  service 
with  a  wide  range  of  customers? 


Who  can  offer  the  dependability  and  stability 
of  a  growing  $20  billion  corporation? 


Who  can  help  make  a  bright  idea 
a  brilliant  success? 


'HE  ANSWER  IS  NYNEX 


.communications  •  Information  Systems  •  Software  •  Publishing  •  Business  Services 

For  information,  1-800-535-1535 


Southland  Financial  Corp.  's  Ben  //.  Carpenter 
Why  sell  now?  Blame  health  worries,  tax  reform  and  a  cash  squeeze. 


throw  over  a  million  square  feet  of 
existing  office  space  on  the  already 
glutted  market.  Says  the  head  of  one 
large  real  estate  company  who  looked 
at  Southland  and  decided  not  to  make 
Carpenter  an  offer:  "It  will  take  a  gi- 
ant insurance  company  or  another 
large  institution  that  doesn't  have  to 
worry  about  current  earnings.  A  buyer 
has  to  have  a  ten-year  investment 
horizon." 

Adding  urgency  to  the  situation, 
Ben  Carpenter  has  a  long-stand- 
ing heart  condition  that  has  re- 
cently worsened.  He,  therefore, 
wants  to  cash  in  on  his  invest- 
ment. His  target  price  for  South- 
land Financial  is  about  $585  mil- 
lion, or  some  $35  a  share. 

Even  these  days,  prospective 
buyers  with  that  kind  of  money 
aren't  easy  to  come  by.  The  $585 
million  price  would,  of  course, 
cover  only  the  equity.  A  buyer 
would  also  have  to  assume  nearly 
$1  billion  in  debt.  And  time  is 
working  against  Carpenter  in  yet 
another  way.  Under  new  law, 
capital  gains  will  be  taxed  at 
much  higher  rates  starting  next 
year.  If  a  buyer  is  out  there,  it 
would  make  sense  to  do  the  deal 
before  the  end  of  1986. 


Enter  son  John  and  Southland's 
public  shareholders.  Ben  Carpenter 
took  Southland  Financial  public  15 
years  ago.  The  Carpenter  family  still 
controls  41%  of  Southland's  16.8  mil- 
lion shares.  But  back  in  1984  word  got 
around  that  Carpenter  family  mem- 
bers, including  John,  were  considering 
making  a  leveraged  buyout  offer  for 
the  company.  A  tentative  offer  worth 
around  $32  was  indicated.  Among  the 
outsiders  watching  closely  at  the  time 


Who  will  run  this  spread? 


were  real  estate  syndicator  Craig  H; 
and  arbitrager  Ivan  Boesky.  Hall  h. 
acquired  10%  of  Southland's  shares 
The  Carpenter  family,  feeling  tl 
hot  breath  of  Hall  and  the  art 
dropped  the  idea  of  a  buyout.  Ben  C£ 
penter  bought  back  Hall's  shares  at 
premium  $37.50.  Southland's  shar 
dropped,  leaving  Boesky 's  10%  bloc 
worth  less  than  the  roughly  $35  p 
share  he  originally  paid  (a  subseque: 
sale  and  repurchase  of  a  portion 
those  shares  reduced  his  cost  b 
sis).  Today  Boesky  still  owi| 
10%  of  Southland. 

There  is  also  talk  that  son  Joh 
34,  who  is  Southland's  presider 
would  like  to  play  a  role  in  r 
structuring  the  debt-heavy  con 
pany.  Can  he  and  his  associat' 
raise  enough  money  to  pull  it  of 
By  the  late  1990s  Southland 
interest  in  a  more  fully  develope 
Las  Colinas  could  be  worth  we 
over  $1  billion,  net  of  debt.  Todi 
Ben  Carpenter  is  trying  hard  i 
sell  his  company  for  $585  mi 
lion — $35  a  share.  With  the  stoc 
recently  selling  at  24%,  investo: 
are  expressing  skepticism  that  J 
can  get  his  price. 

Anyone  out  there  with  ten-ye; 
investment  horizons?  ■ 


1,024  new  reasons 
hy  Conrail  territory 
means  business 


*Thru  August  1986 

Since  1981,  more  than  1,000  new  businesses  have  located  along  Conrail  lines  in  the 
Northeast  and  Midwest  (each  dot  on  the  map).  More  than  500  in  just  1984-86. 

These  companies  invested  more  than  $6.1  billion.  Over  58,000  jobs  were  added.  And 
since  1981,  this  has  meant  more  than  $389  million  in  revenues  to  Conrail.  Strong  evi- 
dence that  the  Northeast  and  Midwest  are  vital  areas  of  expanding  business  opportunities. 

Reliable  delivery  time,  keenly  competitive  pricing,  innovative  service.  Conrail 
has  provided  America's  shippers  with  these  solid  reasons  to  include  our  company 
in  their  long-range  planning. 
What's  ahead? 

At  Conrail  today  we're  doing  more  of  the  same— helping  companies  locate  and 
test  new  markets,  lower  production  costs,  and  improve  services  to  their  customers. 
Nobody  has  better  experience  in  helping  businesses  meet  their  transportation  needs. 

Our  Industrial  Development  team  has  pinpointed  more  desirable  sites,  and 
we  are  ready  to  negotiate  the  most  competitive  price/service  packages  available. 

If  we  can  be  of  help  to  you,  contact  John  F.  Betak,  AVP,  Industrial  &  Market  Develop- 
ment, 1528  Walnut  Street,  Philadelphia,  PA  19102.  Telephone:  215-893-6459.  Telex: 
834-510.  Panafax:  215-896-6652. 


conrail: 

A  competitive  force  in  freight  transportation  for  our  CUSTOMERS 


People  in  big  cities  like  to  think  they  have 
all  the  money.  Wal-Mart's  Sam  Walton 
knows  better.  So  does  Don  Lamberti, 
founder  of  Casey's  General  Stores. 

Small  towns, 
big  money 


Casey  's  General  Stores  President  Donald  Lamberti 
"Small  towns  have  been  good  to  us." 


By  Lisa  Gubernick 


T|  he  plot  is  so  familiar  we  al- 
most hesitate  to  tell  the  story, 
but  we  will  because  there  are 
business  lessons  to  be  learned:  Don- 
ald Lamberti,  son  of  an  immigrant 
coal  miner,  set  his  sights  on  an  ac- 
counting degree  from  Des  Moines' 
Drake  University.  But  his  father's 
health  failed,  and  Don  cut  short  col- 
lege to  take  over  Lamberti  Ice  &  Fuel, 
the  business  his  father  bought  when 
he  left  the  coal  mines.  Some  inheri- 
tance. It  was  a  grocery  store  with  a 
couple  of  gas  pumps  on  the  northern 
outskirts  of  Des  Moines.  Year:  1960. 

That  two-pump  business  has  since 
grown  into  Casey's  General  Stores,  a 
hot  chain  in  the  hot  convenience 
store  industry  (Forbes,  Not:  3).  With 
534  stores  in  eight  midwestern  states, 
Casey's  earned  $6.2  million  last  year 


on  revenues  of  S280.3  million.  Ca- 
sey's aftertax  profit  margin,  2.2%,  is 
even  better  than  convenience  store 
giant  Circle  K's  1.9%. 

Lamberti,  now  49,  took  Casey's 
public  in  1983 — his  20%  holding  is 
currently  worth  nearly  S40  million — 
because  public  equity  was  the  cheap- 
est source  of  long-term  capital  avail- 
able. But  he  still  runs  the  company  as 
if  it  were  the  Lamberti  Ice  &  Fuel  Co. 
in  the  faded  photograph,  circa  1933, 
he  keeps  near  his  desk.  Walking 
through  one  of  his  Iowa  stores,  he 
instinctively  stops  to  straighten  mer- 
chandise. '  I'm  saving  SI  [apiece]  on 
our  annual  reports  by  printing  them 
up  in  our  own  shop,"  he  crows.  "Our 
investors  don't  want  to  see  anything 
fancy.  They  want  to  see  results." 

Lamberti's  secret  weapon,  like  that 
of  Wal-Mart's  Sam  Walton,  is  the 
small-town  America  overlooked  by 


most  businessmen.  Around  70% 
Casey's  stores  are  in  towns  with  p 
ulations  of  5,000  or  less.  Most  of  m 
lie  in  the  farm  belt,  where  many 
old-line  general  store  proprietor  1 
closed  up,  making  Casey's  the  oi 
store  in  town. 

Aren't  times  tough  in  these  hea 
land  hamlets?  Not  so  tough  that  p 
pie  don't  buy  gas,  feed  themselves  i 
their  dogs  and  go  hunting.  Case 
stocks  dog  food  in  25-pound  sac 
boxes  of  ammunition  are  stacked  n 
to  the  work  gloves. 

"We  have  different  customers  tr 
the  guys  in  big  cities,"  says  Lambe 
"and  we  know  what  they  want." 

The  relative  lack  of  competitior 
especially  important  to  Lamberti 
he,  like  other  convenience  store  ov 
ers,  works  to  anchor  Casey's  future 
fast  food,  where  60%  margins  lc 
very  appealing.  Last  year  Lambe 
started  offering  fresh-made  pizza;  c 
stores  now  serve  pizza  with  sausa 
pepperoni  or  fresh  vegetables.  1 
pizzas  pull  in  more  customers,  sj 
Lamberti,  and  those  customers  b 
other  high-margin  items  with  th 
pizzas,  things  like  fountain  soda  |6C 
gross  marginsl  and  paper  plates  a 
napkins  (35%). 

The  pizza  ploy  "might  not  wo 
well  if  we  were  in  a  city,"  Lambe 
explains,  gobbling  down  a  slice  in  t 
kitchen  of  the  Casey's  store  in  Mit< 
ellville,  Iowa  (pop.  1,5301.  He  asks  i 
store  manager:  "Where's  the  near 
restaurant?"  "A  truckstop,"  she 
plies.  "Six  miles  down  the  int 
state."  Lamberti  continues: 

"In  most  of  these  small  towns  y 
have  to  drive  20  miles  for  a  Domin 
or  a  Godfather's."  Lamberti  is  not 
stalling  pizza  ovens  in  Casey's  bigg 
city  stores,  since  he  isn't  interested 
taking  on  fast-food  giants. 

Casey's  stores  are  similar  to  Cir 
K's,  7-Eleven's  and  most  other  con" 
nience  stores  in  that  gasoline  is  I 
big  draw,  accounting  for  55%  of  I 
chain's  revenues  and  26%  of  profi 
margins  are  running  15%  at  t 
pump,  a  five-year  high. 

Unsustainably  high?  Probably.  E 
while  Lamberti  hurries  to  build  fa 
food  volume,  he  props  up  the  pui 
margins  by  avoiding  ruinous  gas  pr 
wars.  "We'll  raise  prices  Monday  a 
wait  until  Thursday  to  see  if  the  co 
petition  follows,"  he  notes. 

The  typical  Casey's  is  a  white,  p 
fabricated,  1,900-square-foot  me 
structure  with  three  gas  pumps,  tj 
hoses  apiece.  Construction  takes 
to  120  days  and  costs  an  average 
S250,000,  including  inventory  a) 
land.  That's  about  half  the  cost  of  t 
average  convenience  store,  prima 


WE  GO  TO  GREAT  LENGTHS  TO  FIND 
IE  BEST  INVESTMENT  MANAGERS  AROUND. 


i  quest  has  already  taken  us 
e  ery  major  financial  center  in 
KS.  and  across  the  Atlantic 
1  ndon. 

liso  far,  we've  found  the  kind 
r  ople  we've  been  looking  for. 
1  ited  investment  managers 
i;  bring  a  wide  range  of  quality 
/itment  services  to  our  cus- 
i  rs.  Everything  from  index 
lis  to  real  estate  to  interna- 
nl  investments. 


To  keep  their  individuality,  we 
set  them  up  as  managers  of 
independent  subsidiaries.  We 
gave  them  the  authority  to  make 
their  own  decisions.  Then,  to  give 
them  even  more  incentive,  we 
tied  their  compensation  to  the 
success  of  their  companies. 

It's  been  quite  an  effective  carrot. 
Our  independent  investment 
firms  have  grown  from  zero  dol- 


lars to  $15  billion  in  assets  under 
management  in  less  than  five 
years.  But  what's  more  important, 
several  of  these  firms  have  already 
become  leaders  in  their  fields. 

Which  not  only  says  something 
positive  about  the  quality  of 
our  investment  advice,  but  it 
proves  that  going  after  the  best 
managers  has  turned  out  to  be 
one  of  the  better  investments 
we've  made. 


@  Mellon  Bank 

Quality  banking. 


Does  your  company  need  help 
in  managing  its  telephone  costs? 


The  telephone  is  the  lifeline  of  your 
business.  You've  gone  to  a  good 
deal  of  trouble  and  expense  to  get 
a  proper  telephone  system— but 
you  still  have  a  monthly  telephone 
bill  that  is  nearly  impossible 
to  understand. 

You  still  don't  know  how  to 
allocate  this  expense  by  division, 
department,  cost  center  or  individ- 
ual. You  don't  know  the  extent  of 
personal  abuse  calls.  You  don't 
know  if  you  have  the  most  cost- 
effective  mix  of  tie-lines,  WATS,  or 
foreign  exchanges.  And  finally,  you 
don't  know  in  which  areas  of  your 
company  the  telephone  system  is 
being  effectively  utilized  and  in 
which  areas  it  is  not. 

Maybe  it's  time  you  called 
Account-A-Call. 

We  can  be  a  big  help  in  managing 
your  telephone  costs  by  providing 


solutions  to  virtually  every  tele- 
phone usage  and  equipment  ques- 
tion. Our  nationwide  service 
bureaus  prepare  for  you  monthly 
reports  that  effectively  analyze 
your  telephone  expenditure. 

Costs  are  clearly  and  simply 
organized  by  any  number  of  allo- 
cation criteria— from  a  single  user 
to  an  entire  department.  You  know 
who  is  making  what  calls,  where 
the  calls  are  being  made  and  how 
much  the  calls  are  costing.  And 
with  Account-A-Call,  you  find  out 
just  how  efficiently  your  entire 
phone  system  is  working  in  this 
increasingly  complex  world  of 
telecommunications. 

Want  to  know  more  about  what 
we  can  do  for  you?  Ask  for  our 
free  brochure  describing  ways  in 
which  we  can  help  your  company 
manage  its  telephone  costs. 

Account-A-Call 

CORPORATION 


A  Casey's  store  in  Mitcbellville,  Iowa 
No  truckstopfor  6  miles. 

ly  because  land  costs  are  lowi 

Lamberti  started  expanding 
1968.  The  catalyst  was  one  Kurvin 
Fish,  the  Northwestern  Refining  C 
salesman  who  sold  Lamberti  his  g\ 
Fish,  whose  first  two  initials  gave  C 
sey's  its  name,  persuaded  Lamberti 
go  in  on  a  chain  of  four  service  sj 
tions  based  in  Iowa.  Fish  would  pi 
vide  the  management  if  Lamberti  pi 
vided  the  capital:  $40,000  down  on 
total  cost  of  $200,000,  plus  a  $40,0 
equipment  loan  from  a  local  bank. 

Opening  the  next  four  stores  vw 
easy,  thanks  to  Northwestern  Refi 
ing's  dealer  assistance  program.  H 
that  source  of  capital  withered  wh 
the  refiner  was  taken  over  by  Ashla: 
Oil  in  1970.  Lamberti  then  tried 
nancing  new  stores  one  by  one,  eai 
funded  by  a  loan  from  a  different  loo 
bank — a  time-consuming  task. 

Impatient  to  expand  faster,  Lai 
berti  started  franchising.  Today  son 
98  franchisees  operate  224  of  Case} 
560  stores.  A  $12  million  public  stoi 
offering  in  1983  and  another  for  $i 
million  in  1985  diluted  Lambert 
ownership  to  20%  of  the  1 1.8  milli 
shares  (K.C.  Fish  sold  his  holdin 
back  to  the  company  when  he  retir 
in  1980)  but  also  enabled  Lamberti 
close  the  doors  to  new  franchisees.  1 
beams:  "We  have  enough  money 
maintain  tighter  control." 

Without  much  debt  and  with  ca 
flow  running  around  $16  million 
year,  Lamberti  shouldn't  have  mui 
trouble  meeting  his  goal  of  opening 
stores  by  the  end  of  fiscal  1987  (whii 
ends  Apr.  30)  and  60  more  next  ye; 
Beyond  that,  who  knows?  "I'd  like 
see  a  Casey's  in  every  town  of  1,01 
[people),"  he  says. 

Bright  lights  and  big  cities?  Not  f 
Lamberti.  "Small  towns  are  where  \ 
started,"  says  Lamberti,  vowin 
"They've  been  good  to  us,  and  sm; 
towns  are  where  we'll  stay."  ■ 
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N  JOY  THE  WO 
RICHEST  REWVKDS.  FREE 

Join  Inter*  Continental  Hotels'  New  Travel  Rewards  Program. 


We  know  our  guests  expect  the  extraordinary  from  us,  so  when  we 
put  together  a  travel  rewards  program,  it  too  had  to  be  extraordinary.  " 
And  joining  is  free. 

The  Trip  of  a  Lifetime  Reward. 
Inter-Continental  rewards  you  with  free  cruises  on  the 
deluxe  ships  of  Cunard  —  even  the  ultimate  luxury  of  the 
QE2.  Other  programs  offer  only  coach  class  flights.  We 
offer  a  choice  of  coach  on  American  Airlines  —  or  first 
class  or  coach  on  Pan  Am. 
The  Exotic  Destinations 
Reward.  We  offer  the  _ 
places  to  go  and  things  to 
see  that  top  everyone's  wish-list. 
From  the  glamour  of  the  Carlton  in  Cannes,  to  the 
beauty  of  Maui,  to  the  excitement  of  Nairobi,  Africa's 
safari  capital,  you  can  choose  from  over  60  of  our  city 
and  resort  hotels  around  the  globe. 
Create  Your  Own  Dream  Reward.  It's  so 
simple.  From  November  1 ,  1986,  to  March  31,  1988, 
you  can  earn  one  point  for  every  dollar  you  spend 
on  your  room,  food  and  beverage,  laundry  and  even 
telephone  calls  at  our  participating  hotels.  Then, 
you  have  over  100  different  options  to  customize 
your  own  dream  vacation.  Unlike  some  other 
programs,  you're  not  limited  to  specific  bonus 
packages.  You  can  choose  from  the  world's  richest 
rewards  —  your  way.  See 
brochure  containing  complete 
details,  terms  and  conditions. 


IN" 
I  ME 
I  34C 


INTER-CONTINENTAL  REWARDS 
MEMBERSHIP  DEPARTMENT 
340  N.  BELT  EAST,  SUITE  297 
HOUSTON,  TEXAS  77060 


I  want  my  rewards.  Please  send  me  an  InterContinenral  Hotels 
Rewards  Program  application  and  brochure. 


NAME 


CITY 


ZIP 


LCall  (713)  999-1010  or  visit  any  participating 
Inter-Continental  Hotel  for  your  application.  FB  I 


INTER*  CONTINENTAL,  HOTELS 

Enjoy  The  Rewards. 


The  Queen  Eltzsheth  2  and  Cunard  Countess  are  registered  in  Great  Britain. 
The  Cunard  Princess,  Sagafjord  and  Vistafjord  are  registered  in  the  Bahamas. 


hman  Brothers  Inc. 
(any- 


THE  BOSTON  COMPANY 

Boston  Safe  Deposit  and  Trust  Company 

Member  FDIC.  An  Equal  Housing  Lender.  t£J 


The  Boston  Company  has  a  simple 
approach  to  personal  investment 

BANKING: 

Serve  every  client  as  if  that 
client  were  our  only  client. 

Because  we  know  you  always 
have  a  choice. 

so  our  personal  investment 
bankers  make  it  their  mission  to 
confirm  your  choice.  every  day. 
to  anticipate  your  needs,  as  well 
as  respond  to  them. 

For  investment  management, 
personal  lending,  money  market 
investments,  residential  mortgages, 
or  any  other  financial  service, 
we  have  a  personal  investment 
banker  to  meet  your  requirements* 

If  you're  a  FINANCIALLY  SUCCESSFUL 

individual  desiring  the  highest 
possible  level  of  personal  service, 
contact  The  Boston  Company. 

TELEPHONE  l-SOO-CALL  BOS 
(1-800-225-5267). 

And  enjoy  the  substantial  ADVAN- 
rAGES  OF  BEING  A  PRIVILEGED  CLIENT. 


How  does  an  irrepressible  name-dropper 
from  Hungary'  make  it  on  Wall  Street? 
Hyperbole  is  his  game. 


Watch  Andrew 
work 


By  Allan  Dodo's  Frank 

T|  here  are  more  than  120,000 
employees  on  Wall  Street, 
but  probably  only  one  of 
them  gets  so  excited  that  he  habit- 
ually eats  entire  cocktail  napkins 
while  talking  up  his  deals. 

Meet  Andrew  Racz,  the  5-foot-6, 
162-pound,  48-year-old  stockbro- 
ker, analyst  and  napkin  eater  ex- 
traordinaire. Racz  has  once  again 
iniected  himself  into  the  news, 
this  time  as  a  promoter  in  one  of 
the  biggest  and  potentially  nastiest 
deals  of  the  year:  the  battle  for  Re- 
sorts International.  As  with  many 
analysts  who  end  up  serving  as  vir- 
tual press  agents  for  stocks  in 
which  they  have  already  invested, 
Racz  is  living  proof  of  the  risks 
involved  in  believing  everything 
your  broker  sends  you  in  the  mail. 

Hungarian-born  Racz  came  to 
the  U.S.  22  years  ago  possessed  of 
surpassing  ambition  and  not  much 
else.  God  gave  Garbo  beauty  and  tal- 
ent; he  gave  Racz  a  telephone.  Cur- 
rently, the  phone  is  planted  in  an  of- 
fice at  Philips,  Appel  &  Walden,  a 
medium-size  Wall  Street  brokerage 
where  Racz  has  been  employed  four 
different  times  between  eight  other 
iobs  during  the  last  15  years. 

Racz'  latest  business  card  identifies 
him  as  Philips,  Appel 's  "Managing 
Director-Corporate  Finance,"  but  his 
cherubic,  animated  manner  suggests 
instead  a  Hungarian  Harold  Hill.  "I 
will  make  you  rich,"  Racz  burbles  to 
potential  clients. 

Racz'  principal  promotional  tool 
is  his  periodic  publication  of  stock- 
hyping  letters.  There  are  hundreds 
of  such  financial  analysts'  reports 
published  in  the  U.S.,  but  Racz'  is  a 
class  apart.  Circulated  to  3,000  to 
5,000  friends  and  clients,  his  news- 


Ell  Kn.il  Vjcw 


Andrew  Racz 

"I  never  tremble  for  money." 

letters  are  larded  with  wildly  enthu- 
siastic reports  on  everything  from 
individual  stocks  to  the  executive 
abilities  of  businessmen  with  whom 
he's  trying  to  win  favor. 

More  than  perhaps  anything  else, 
Racz  has  a  virtuoso  talent  for  produc- 
ing crowds  on  short  notice.  Take,  for 
example,  a  party  he  arranged  the  other 
day  at  New  York  City's  Mayfair  Re- 
gent Hotel  for  Harold  Simmons,  the 
head  of  NL  Industries.  Simmons,  the 
Texas  raider  who  recently  made  a  S90 
million  killing  on  a  bid  for  Sea-Land 
Corp.,  was  in  town  for  an  NL  board 
meeting.  But  by  6:30  on  the  afternoon 
before  the  meeting,  Racz  had  man- 
aged to  fill  Simmons'  hotel  suite  with 
several  dozen  money  managers,  in- 
vestors and  lawyers,  all  eager  for  a 
word  from  Simmons  about  his  next 


potential  takeover  target. 

Simmons  is  a  Texan,  and  R 
makes  a  livelihood  of  specializing 
Texas  affairs.  When  the  Hunt  brc 
ers  ran  into  trouble  with  their  sche 
to  corner  the  silver  market,  Rac: 
self-proclaimed  expert  on  preci 
metals,  helped  them  unload  th 
shares  in  Bache  Group.  The  Hu 
had  invested  heavily  in  the  broker 
house  and  had  been  using  it  to  c 
duct  much  of  their  silver  trading. 

In  1979  Racz  put  John  Connally 
his  debt  by  supporting  the  fore 
Texas  governor's  short-lived  li 
presidential  candidacy.  Through  C 
nally  he  met  not  only  former  Lieut 
ant  Governor  Ben  Barnes  but  also  d 
ens  of  Connally's  lnvestment-hunj 
cronies  and  acquaintances. 
Racz'  latest  target  for  flattery  1 
turned  out  to  be  a  Lone  Star  inv 
tor  named  Jack  E.  Pratt.  He's  I 
chairman  of  the  Dallas-based  Pr 
Hotel  Corp.,  which  owns  the  Sac 
casino  in  Atlantic  City.  Racz  j 
interested  in  Pratt  after  the  Tej 
hotel  magnate  himself  sounded 
in  September  about  investing  ii 
stock  that  Racz  had  been  folio 
ing — that  of  Resorts  Internationi 
the  gambling  concern  whose  cha 
man,  James  Crosby,  a  onetime 
quaintance  of  Racz',  had  died  s* 
eral  months  earlier. 

Here  was  an  opportunity  for  Ra 
to  propel  himself  into  the  middle 
a  delicious,  nearly  ripe  deal.  So 
reached  for  the  phone,  called  Pr; 
out  of  the  blue  and  began  waxil 
enthusiastic  about  the  merits 
making  a  grab  for  Resorts'  Clas: 
stock,  which  carries  voting  cona 
of  the  corporation. 
Not  long  afterward,  Pratt  can 
to  New  York  to  publicize  a  bid  of  SI 
per  share  for  the  Resorts  stock.  Wh 
did  Racz  do-  What  else-  He  thre 
Pratt  a  dinner  party  for  35  at  the  Hot 
Plaza  Athenee,  but  not  before  he  h. 
begun  surfacing  in  the  Wall  Street  Jou 
rial  and  other  newspapers  as  the  lea 
ing  analyst  of  Pratt's  attempted  tak 
over  of  Resorts. 

Since  then  the  price  of  success  h 
risen  considerably.  That's  too  bad 
Pratt,  whose  latest  offer  for  the  R 
sorts  stock  now  stands  at  S125 
share.  Bad  news  for  Racz-  Not  at  all 
seems  that  Racz  had  already  sold  01 
his  own  holdings  in  midsummer  ar 
is  now  waiting  to  jump  back  in  aga: 
if  opportunity  beckons. 

Racz  declined  to  estimate  his 
worth  for  Forbes,  citing  proceedinj 
in  his  second  divorce  case.  "I  nev< 
tremble  for  money,"  says  he.  Aft 
nearly  two  decades  on  Wall  Street 
easy  to  see  why.  ■ 


uodge  Lancer, 
the  performance  sedan 
that  Honda  and 
Pontiac  can't  match. 

Just  $9852. 

Dodge  Lancer  vs.  Honda  Accord  DX  and  Pontiac  6000  four  doors.* 
Some  hard  facts  for  anyone  in  search  of  a  serious  performance  sedan. 


it 


More  available  power, 
ower  is  an  important  performance 
onstderation.  Lancer's  avaitabie 
urbocharged  engine  offers  more 
orsepower  than  the  engines 
ffered  by  Honda  Accord  or 
ontiac  6000.  As  a  matter  of  fact, 
e  Honda  and  Pontiac  don't  even 
fter  a  turbo  option. 

Hatchback  utility, 
f  you're  looking  for  the  added  con- 
enience  of  four  doors  plus  a  hatch- 
jack,  you'll  be  glad  to  know  that  all 
ancers  come  with  a  hatchback.  : 
Vhile  the  Honda  Accord  and  . 
ontiac  6000  don't  even  offer  you. 
he  option. 


•  More  passenger/cargo 
room. 

Room  is  a  major  concern  for  any 
sedan  buyer.  Lancer  offers  more 
combined  passenger/cargo  room 
than  the  Honda  or  Pontiac  '  ■ 

You'll  also  want  to  consider  what 
you  can  count  on  down  the  road. 
With  Lancer  you  can  count  on  a  5 
year  or  50,000  mile  Protection  Plan."* 

The  Hnnck:;  and  vonio<h 'hoc '■  '.--an 

come  close.  ■ 

•  Lower  price. 

eration  is  price.  At  just  $9852t j  • 
Lancer  is  one  four-door  sedan  that . 
dSih'tr;:  -no  <::or.>;.K  ?>C  a  cnvcr  ra« 
price  than  either  of  the  four-door 


sedans  we've  discussed.  Lower  than 
the  Honda.  Lower  than  the  PontiacT 

Considering  a\\  the  facts,  we 
think  you'll  agree  that  it  pays  to  see 
your  Dodge  Dealer  and  buy  or  • 
lease  the  one  sedan  that  takes  your 
budget  as  seriously  as  your  need 
for  performance.  Dodge  Lancer. 


Do 


5/SO 


DIVISION  OF  CHRYSLER  MOTORS 


Setting  new  standards  of  performance. 


ysler  Motors:  Best  buflf,  best  backed  American  cars  and  trucks**  -^^^^H 

mparisons  are  to  these  base  1986  models  (1987  competitive  data  unavailable  at  time  of  printing)  **Based  on  survey  of  owner  problems  with  '86  cars 
f  trucks  (combined)  designed  St  built-in  No.  America  and  sold  Oct  -Nov  '85  (,5  mos  avg.  usage)  and  on  a  warranty  comparison  of  competitively  priced 
15'See  5  50  limited  warranty  on  powertrain  &.  outer'body  rust-thrpugh  at  dealer  Restrictions  apply  +Base  sticker  price  comparison.  Excludes  tax  and 
ation  charae.  Aluminum  wheels  shown  are  S310  extra  ttK*Ki PiiPfCiBSAtFTV 


"The  lines  do  nti 
they  should  join  i 


land  alone, 
glorious  unity, 
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zXEC  Perspective:  da  Vinci  described  it  nearly  500 years  ago. 


— *-+ 

The  unity  of  the  lines  in  Leonardo 
1*4 Vinci's  drawings  captures  the  heart  of 
t  iC,  the  NEC  perspective  that  points 

the  way  to  the  integration 
of  computers  and  com- 
munications. To  unify  the 
modern  office,  you  need 
both,  working  together. 
That's  one  reason 
why  our  remarkable 
NEAX  2400  Informa- 
tion Management 
System  is  more  than 
powerful  digital  Private  Branch 
<change.  It  works  to  unite  your  office 
juipment  into  a  total  integrated  system. 
>  voice,  text,  image  and  data  capabilities 
low  you  to  build  a  system  to 
>ur  design.  i  -=— 

Voice  and  data  capabil-  j 
tjes  are  further  enhanced 
hen  you  connect  the 


EAX  2400  to  D-term 
gital  telephones  and  the 
_>w  APC  IV  computer, 
perfect  blend  of  com- 
itibility  and  power,  the 
PC  IV  runs  all  the  most 
opular  software. 

NEC  BIT  Series  fax 
?rminals,  cellular  mobile 
plephones  and  teleconference  systems 


can  also  be  integrated  with  NEAX  2400 
...  in  networks  with  fiber  optic,  microwave 
or  satellite  transmission  links. 

Every  NEC  product  is  a  strong 
individual  performer.  Combined,  they're 
even  better.  They  interface  smoothly 
with  other  suppliers'  equipment, 
so  it's  easy  to  form  the  exact  system 
you  need. 

As  da  Vinci  said,  "The  lines  do 
not  stand  alone."  And 
neither  do  our  products. 
NEC  offers  leadership 
on  every  level: 


LB  U  u 
—  -J  £3  l_  l_ 

s  o  a 

L_J    —          ll)  Li 


from  super  com 
puters  to  global 
communications  i 
networks.  No  other X^y^ 
supplier  matches  our  broad  and  bal- 
anced knowledge  in  computers  and 
communications. 

If  you  would  like  to  learn  more  about 
our  full  range  of  products,  or  uniting 
your  equipment  into  a  total 
integrated  system,  drop  us 
a  line,  or  give  us  a  call 


NEC  America,  Inc. 
Corporate  Marketing 
8  Old  Sod  Farm  Road 
Melville,  New  York  11747 
Telephone  (516)  293-3015 
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NEC  Perspective:  da  Vinci  described  it  nearly  500 years  ago. 


The  unity  of  the  lines  in  Leonardo 
la  Vinci's  drawings  captures  the  heart  of 
"&C,  the  NEC  perspective  that  points 

the  way  to  the  integration 
of  computers  and  com- 
munications. To  unify  the 
modern  office,  you  need 
both,  working  together. 
That's  one  reason 
why  our  remarkable 
NEAX  2400  Informa- 
tion Management 
System  is  more  than 
|  powerful  digital  Private  Branch 
Exchange.  It  works  to  unite  your  office 
;quipment  into  a  total  integrated  system. 
!  ts  voice,  text,  image  and  data  capabilities 
illow  you  to  build  a  system  to 
four  design.  — 

Voice  and  data  capaci- 
ties are  further  enhanced 
vhen  you  connect  the 


^EAX  2400  to  D-term 
ligital  telephones  and  the 
lew  APC  IV  computer. 

perfect  blend  of  com- 
)atibility  and  power,  the 
^PC  IV  runs  all  the  most 
)opu!ar  software. 

NEC  BIT  Series  fax 
erminals,  cellular  mobile 


can  also  be  integrated  with  NEAX  2400 
...  in  networks  with  fiber  optic,  microwave 
or  satellite  transmission  links. 

Every  NEC  product  is  a  strong 
individual  performer.  Combined,  they're 
even  better.  They  interface  smoothly 
with  other  suppliers'  equipment, 
so  it's  easy  to  form  the  exact  system 
you  need. 

As  da  Vinci  said,  "The  lines  do 
not  stand  alone."  And 
neither  do  our  products. 
NEC  offers  leadership 
on  every  level: 


elephones  and  teleconference  systems 


from  super  com- 
puters to  global 
communications 
networks.  No  other 
supplier  matches  our  broad  and  bal- 
anced knowledge  in  computers  and 
communications. 

If  you  would  like  to  learn  more  about 
our  full  range  of  products,  or  uniting 
your  equipment  into  a  total 
integrated  system,  drop  us 
a  line,  or  give  us  a  call. 

NEC  America,  Inc. 
Corporate  Marketing 
8  Old  Sod  Farm  Road 
Melville,  New  York  11747 
Telephone  (516)  293-3015 
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Money  easily  passes  from  generation  to 
generation;  business  acumen  not  so  easily. 
Consider  National  Screen  Sendee. 


Death  of  a 
monopoly 


By  Alex  Ben  Block 


F 


rom  the  1930s  until  his  death 
in  1963,  Herman  Robbins  was  a 
powerful,  if  largely  unseen,  force 
in  the  motion  picture  industry.  While 
the  Goldwyns  and  the  Mayers  built 
their  celluloid  factories,  Robbins  cre- 
ated a  key  link  between  the  movie 
studios  and  the  thousands  of  indepen- 
dent theater  owners  around  the  coun- 
try. The  link  was  film  promotion  ma- 
terials. For  nearly  half  a  century  Rob- 
bins' National  Screen  Service,  based 
in  New  York  City,  held  a  virtual 
stranglehold  on  the  production  and 
distribution  of  lobby  posters,  preview 
"trailers"  (so  called  because  movie 
theaters  in  the  pre-talkies  era  custom- 
arily screened  them  after  the  feature) 
and  other  promotional  paraphernalia. 

At  its  peak  in  1946,  National  Screen 
had  revenues  of  $13.7  million,  which 
in  today's  dollars  would  be  about  $75 
million.  Sales  last  year:  $14  million. 
But  even  at  his  most  successful,  Her- 
man Robbins,  once  a  rewrite  man  on 
the  New  York  World  and  a  salesman  for 
Fox  Film,  remained  a  conservative, 
family-oriented  man  who  preferred  to 
leave  the  spotlight  to  others. 

After  Herman  Robbins'  death  his 
twin  sons,  Burton  and  Norman,  now 
66,  carried  on  the  tradition.  Partly. 
They  were  low-key  and  active  in 
show-business-related  charities.  But, 
as  often  happens,  the  father  was  un- 
able to  pass  on  his  moneymaking  tal- 
ents to  his  sons.  "They  ran  it  as  if  they 
were  scared  to  death  of  everything," 
says  a  veteran  Hollywood  executive 
of  the  sons.  "They  just  refused  to 
change  until  it  was  almost  too  late." 

Now  the  Robbinses  are  liquidating 
National  Screen  Service,  closely  held 
but  public  since  1929.  By  liquidating, 
Burton  Robbins  says,  the  handful  of 
shareholders  (the  brothers  own  70.6% 


of  the  company)  will  be  taxed  or 
once  on  an  estimated  $20  million  ( 
about  $48  a  share)  windfall  that  w 
arise  from  selling  National  Screeij 
building  at  48th  and  Broadway 
New  York.  The  thinly  traded  sto| 
sold  several  months  ago  for  $18 
share,  but  recently  hasn't  traded. 

Quite  a  businessman  was  old  mj 
Robbins.  Normally,  manufacture 
pay  to  promote  their  products.  Ro 
bins  turned  normality  on  its  head.  \\ 
salesmen  got  theater  owners  to  rJ 
annual  license  fees  to  National  Scre< 
for  the  right  to  run  its  products.  1^ 
tional,  in  turn,  forked  over  a  royalty 
the  studios.  For  that,  each  studio  i 
lowed  on  its  lot  a  full-time  Nation 
Screen  employee  whose  job  it  was 
make  a  trailer  for  each  release. 


National  Screen  Sen  ice  's  Burton  and  Norman  Robbins 
They  couldn't,  or  wouldn't,  adjust  as  their  industry  changed. 


"Insurance  Shouldn't 
Be  Risky  Business. 
That's  Why  We  Believe 
InLiberty." 

A.  Anthony  Trauber,  Vice  President  and  Controller, 
General  Cinema  Corp. 


"To  turn  General  Cinema  into  a  billion  dollar  company,  we've  had 
to  take  some  chances.  But  not  with  our  insurance.  That's  why  we  believe 
in  Liberty.  Liberty  Mutual  isn't  a  here  today  gone  tomorrow  company.  They've  got 
strong  financial  reserves  we  can  bank  on,  and  a  proven  track  record  dating  back  75  years. 
And  we've  been  part  of  that  track  record  since  1972.  They've  learned  our  business, 
understand  our  risks  and  work  with  us  to  solve  problems. 
We  couldn't  ask  for  more'.' 

AMERICA  BELIEVES  IN 
LIBERTY  MUTUAL  INSURANCE. 


LIBERTY 
MUTUAL 

©  Liberty  Mutual  Insurance  Group/Boston 


And  do  you  remember  those  lurid 
posters  and  heart-stopping  film  clips- 
"The  Greatest  Story  Ever  Told!"  "A 
Cast  Of  Thousands!"  Such  hype  was 
National  Screen's  stock  in  trade  un- 
der its  founder. 

Television  altered  tastes.  Audi- 
ences bombarded  by  commercials  no 
longer  responded  to  National  Screen's 
trailer  hype.  The  Robbinses  couldn't, 
or  wouldn't,  adjust,  so  in  the  mid- 
1960s  the  studios  turned  to  indepen- 
dent film  editors  to  make  more  subtle 
trailers  and  to  their  own  marketing 


departments  for  posters. 

"The  studios  felt  that  after  spend- 
ing S10  million  or  more  on  a  movie, 
what's  a  few  hundred  thousand  for 
trailers?"  says  Robert  Sunshine,  edi- 
tor of  77)f  Film  Journal  "They  began 
giving  them  away  for  free  to  impor- 
tant customers." 

Next,  studios  started  sending  out 
some  advance  trailers  spliced  to  the 
front  end  of  a  current  feature.  That 
cut  out  National  Screen. 

Three  years  ago,  deeply  in  the  red, 
the   Robbinses  dismissed  National 


Screen's  entire  sales  force  ai 
switched  to  a  service  organization 
Today  the  studios  pay  the  cost  of  tj 
trailers,  and  National  Screen  acts  a9 
kind  of  sophisticated  freight  forwan 
er.  It  still  charges  for  lobby  postd 
but  the  big  fees  disappeared  with  tl 
old  trailer  pricing  scheme.  Revenm 
which  were  down  to  S26.6  million 
1979,  plunged  to  S14  million  by  19j 
as  the  company  lost  S705,000. 

Were  there  no  opportunities  aloi 
the  way  in  related  businesses-  Yes,  b 
none  were  seized.  In  the  early  197( 
for  example,  the  sale  of  movie  postd 
to  the  public  became  a  hot  busines 
National  Screen  should  have  coin* 
money,  but  stayed  on  the  sideline 
Why  -  Burton  Robbins  says  a  big  stud 
lawyer  warned  he'd  be  sued  if  he  trit 
to  get  into  copyright-protected  pos 
ers.  Robbins  was  cowed.  But  nearly  tt 
years  later  he  discovered  that  all  alor 
National  Screen  could  have  paid  tl 
studios  an  additional  fee  and  sold  po9 
ers  to  the  public.  By  then,  of  cours 
posters  were  passe.  : 

Product  licensing  was  anothi 
missed  boat.  In  the  late  1970s,  follov 
ing  the  success  of  star  Wars  fortun* 
were  made  in  licensed  merchandis* 
The  Robbinses  had  the  contacts.  Bu 
after  a  few  tentative  attempts,  the 
quit.  "We  were  too  busy  fighting  I 
stay  alive  in  our  bread-and-butter  buj 
iness,"  says  Burton  Robbins. 

And  still  National  Screen  watche 
opportunities  pass  it  by.  The  latej 
outlet  for  trailers  is  video  store: 
which  run  trailer  tapes  continuousl 
on  a  TV  set  to  encourage  sales  an 
rentals.  National  Screen  produce 
such  tapes  but  isn't  pushing  then 
explains  Burton  Robbins,  because  if 
felt  the  distnbutors  will  eventuall 
give  them  away  free.  Meanwhili 
newcomers  like  Los  Angeles'  Vide 
Pipeline  sell  trailer  tapes  nationwide 

Tired,  and  lucky  to  have  held  on  t 
the  New  York  building,  the  Rot 
binses  have  agreed  to  sell  the  divisioi 
that  distributes  movie  trailers  an 
lobby  posters  in  the  U.S.  to  an  inves 
tor  group  led  by  Peter  Koplik,  35,  a 
11 -year  veteran  of  the  company 
Trailers  remain  Hollywood's  most  pc 
tent  marketing  tool,  and  Koplik  is  al 
ready  trying  to  breathe  new  life  mt 
the  shrunken  operation.  Other  asseti 
including  real  estate  and  a  Clevelan 
printer,  will  be  sold  shortly. 

By  year-end  National  Screen  wil 
probably  be  but  a  memory  of  an  excit 
ing,  but  distant,  phase  of  Hollywood' 
development.  "Some  people  are  flier 
and  others  are  cautious, "  sighs  Burtoi 
Robbins.  "We've  been  cautious.  Pen 
haps  we  were  wrong,  but  that's  hov 
we  did  it.  ■ 


Seic  Xational  Screen  Senice  President  Peter  Koplik 

He's  trying  to  breathe  new  life  into  the  shrunken  operation. 


fi  R 
ING 


Canon  announces 
the  arrival  of  a  highly  intelligent 
dual  color  copying  system. 


And  its  offspring. 


Dual  color  copying  and  sophisticated  automatic  technology, 
lion  integrated  them  to  create  the  most  brilliant  copier  system 
vs  class.  The  NP-4000  series. 

With  five  unique  models  to  choose  from,  and  up 
:  0  copies  per  minute,  the  NP-4000  series  offers 
\  'ything  from  automatic  two-sided  copying  on  the 
■!  ORDF  to  dual  color  image  editing  on  the  4540EF 

These  remarkable  copiers  offer  such  efficiency  minded 
1  idard  features  as  a  multi-function  memory  for  instant  access 
:  ven  intricate  copying  procedures.  They  can  also  think  for  them- 
i'  es.  To  automatically  pick  the  right  paper  size  and  set  the  zoom. 
'   What's  more,  the  4000  series  copiers  even  speak  your 
)  juage— communicating  everything  you  need  to  know  in  over 
I  easy-to-understand  messages. 

With  the  15  copies  per  minute  NP-2000  series,  Canon  offers 
!  nomical  dual  color  copying  with  advanced  zoom,  automatic 
!  osure  and  optional  automatic  document  feeding  and  sorting. 

Canon's  NP-4000  or  NP-2000  series.  Undeniably,  the  most 
'  ligent  choice  in  dual  color  copying. 

NP-4000  SERIES  at  40  copies  per  minute  NP  4540RDF  with  recirculating  document  feeder  NP-4540EF  with  semi-automatic  document  feeder  and  image  editor  for  dual 
if  editing  The  full-system  automatic  NP-4040  and  NP-4040F  with  semi-automatic  document  feeder  And  the  NP-4035  for  35  copies-per-mmute  performance  at  a  more 
i  liomical  price  THE  NP-2000  SERIES  at  15  copies  per  minute:  NP  2015  and  NP  2015F  with  semi-automatic  document  feeder 


En|oy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  for  details  at  participating  Canon  dealers  and  retailers 
Available  only  tn  U  S 


For  more  information  on  Canon's  Dual  Color  Series  Copiers,  write:  Canon  U.S.A.,  Inc.,  PO.  Box  5023, 
Clifton,  NJ  07015  Or  call  toll  free  1-800-OK-CANON.  ©  1986  Canon  US  A  .  Inc. 
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Sol  Shenk,  founder  of  Consolidated  Stores 
He  always  hated  to  pay  full  price. 


They  don  H  really  need  what  Sol  Shenk  sells, 
but  few  people  can  resist  the  prices. 


Everybody  loves 
a  bargain 


By  David  Henry 


CALL  IT  FACTORY  SURPLUS,  close- 
outs,  liquidated  merchandise, 
even  junk:  Nearly  every  day 
Sol  Shenk  accepts  100  truckloads  of  it 
at  his  Columbus,  Ohio  warehouse. 

Shenk  (sounds  like  crank),  founder 
and  chairman  of  Consolidated  Stores 
Corp.,  is  a  knee-slapping,  stooped- 
over  74-year-old  kid  who  knows  that 
those  trucks  are  packed  with  bar- 
gains. There  are  6  million  Rubik's 
Cube  puzzles,  for  example.  They'd 
been  dead  in  the  market  two  years 
when  Shenk  found  CBS'  toy  company 
trying  to  unload  them. 


"They  used  to  sell  for  S8,"  Shenk 
recalled.  "We  said  if  we  could  sell 
them  for  49  cents,  it  would  be  a  hell  of 
a  deal."  Shenk  took  the  cubes  from 
CBS  at  about  8  cents  apiece.  "In  about 
a  year  we  got  rid  of  practically  all  of 
them,"  Shenk  smiles. 

Shenk  gets  rid  of  the  stuff  through 
Consolidated's  Big  Lots  and  Odd  Lots 
stores.  (No  relation  to  Revco's  trou- 
bled Odd-Lots  division  in  the  East.) 
Two  years  ago  he  had  45  stores.  Now 
there  are  189,  with  2  opening  each 
week,  mostly  on  well-traveled  roads 
around  small  towns  in  rural  Ohio, 
Indiana  and  West  Virginia.  Which 
means  that  Sol  Shenk  is  presiding 


over  the  country's  biggest  and  faste 
growing  chain  of  its  type. 

Dollar  General  Corp.  of  Scottsvil 
Ky.,  with  1,300  stores  in  23  statil 
also  thrives  on  cut-rate  appeal  ± 
low-rent  locations.  But  Dollar  Genl 
al  handles  more  soft  goods  and  far  la 
merchandise  from  manufacture! 
closeouts.  Sol  Shenk's  business 
80%  hard  goods,  a  ceaselessly  shiftij 
mix  that  embraces  items  like  S 
West  Bend  crock  pots;  SI. 49  Gille^ 
deodorant;  S3. 99  14-piece  Ram  sere 
driver  sets;  SI. 99  Cannon  towels;  aj 
29-cent  extra-long  telephone  cords 

Says  one  Columbus  shoppfl 
"There's  almost  nothing  you  ci 
count  on  finding  there  except  sori 
gem  that  you  could  probably  lil 
without  but  have  to  have  at  thl 
price." 

Consolidated's  sales  this  year 
headed  to  S390  million,  up  from  S 
million  two  years  ago.  Profits  shoui) 
top  S20  million,  compared  with  S4l 
million  two  years  ago.  Same-sto: 
sales  (a  key  figure,  since  it's  easier  t 
increase  sales  by  opening  new  stori 
instead  of  tightly  managing  those  yd 
have)  are  growing  at  an  enviable  13*1 
a  year.  K  mart,  no  slouch  in  the  sami 
store  sales  growth  department,  hi 
been  hitting  8%. 

The  competition?  Virtually  none) 
istent  in  the  Midwest,  though  othei 
have  tried  to  make  the  formula  wori 
in  other  parts  of  the  country.  It's  han) 
er  than  it  looks.  Revco's  153-sto< 
chain  in  nine  eastern  states  has  loS 
money  for  two  years.  Why?  Reva 
doesn't  have  the  relationships  to  gt 
enough  good  closeouts. 

Irwin  Jacob's  COMB  |Close-QiJ 
Merchandise  Buyers)  Co.  recent! 
took  a  S4.5  million  charge  again: 
earnings  to  close  half  its  41  retai 
stores  scattered  around  the  plain 
states.  COMB  knows  how  to  buy  an 
has  done  well  peddling  higher-en 
closeouts  by  direct  mail.  But  l 
stocked  its  stores  with  too  many  relal 
tively  expensive  appliances  and  con 
sumer  electronics  that  were  too  deal 
for  the  closeout  customer. 

Only  on  the  West  Coast  has  a  sue 
cessful  rival  burgeoned:  Los  Angeles 
based  Pic  'N'  Save,  with  97  stores  and 
nearly  S300  million  a  year  in  sales 
has  been  printing  money  for  ie 
cades — producing  pretax  margins  oi 
30%  (outrageous  for  retail,  when 
10%  is  extraordinary),  profits  greatei 
than  30%  of  equity,  and  steadily  in 
creasing  same-store  sales. 

Most  of  the  time,  Shenk  gets  his 
goods  from  manufacturers,  frequently 
of  well-known  brands  for  whom  oven 
runs,  product  failures  and  packaging 
changes  are  part  of  business.  Occai 


Phoios  bvjuhn  Hillen 


iionally,  though,  he  can't  resist  a  bar- 
gain, even  if  it  means  venturing  out- 
side his  stores.  In  1982  he  and  two 
Dther  liquidators  bought  2,800  De 
-orean  cars,  parceled  them  out  to 
dealers  around  the  country  and  sold 
them  all  in  18  months.  He  bought 
:hem  so  cheap,  in  fact,  that  the  court- 
ippointed  receiver  for  De  Lorean  Mo- 
ftor  Co.  is  suing  to  recover  some  of  the 
srofits. 

Sol  Shenk  says  he  has  hated  to  pay 
'ull  price  for  anything  since  he  was  a 
kid  in  Columbus.  Even  today,  his  of- 
ffice  furniture,  phone  systems,  store 
fixtures  arid  store  leases  are  all  pur- 
chased at  distress  prices.  Shenk  even 


picked  his  executive  vice  president, 
Sol  Norflus,  and  100  of  his  retail  man- 
agers out  of  the  wreckage  of  a  regional 
discount  chain.  "I  came  cheap,"  says 
Norflus,  stretching  the  truth  for  the 
sake  of  hyperbole.  His  salary  today  is 
$362,000. 

Norflus  brought  Shenk  retail  skills. 
Shenk  had  never  been  much  good  at 
anything  besides  buying  low  and 
wholesaling.  After  failing  as  a  manu- 
facturer of  auto  parts,  Shenk  started  a 
company  in  1967  to  buy  and  whole- 
sale closeout  car  parts.  That  was  okay 
until  he  tried  opening  retail  stores 
to  sell  the  parts.  It  was  a  dumb  move: 
How  many  people  browse  for  bar- 


Consolidated's  wares  in  a  Columbus, 
Ohio  store  (above)  and  with 
retail  boss  Sol  Norflus  (left) 
The  hardest  part  is  still  to  come. 

gain  shock  absorbers  and  mufflers? 

It  was  Shenk's  son,  Charles,  now 
Consolidated's  president,  who  no- 
ticed that  people  were  shopping  the 
stores  for  household  closeouts  rather 
than  for  auto  parts. 

Now  Sol  is  on  a  roll.  "We'll  be  a 
billion  dollars  [in  sales]  in  three  more 
years,"  he  boasts.  That  would  mean 

500  stores.  Which  also  means  that  the 
genuinely  hard  part  is  still  to  come: 
not  only  opening,  but  also  supplying, 
all  those  stores  with  smart  buys.  No- 
tice that  Pic  'N'  Save  is  expanding, 
too,  but  adding  only  a  dozen  or  so 
stores  a  year. 

Consolidated's  growth  jeopardizes 
Shenk's  relationships  with  manufac- 
turers. They  don't  want  their  closeout 
items  sold  down  the  block  from  their 
first-line  merchandise  if  they  can  help 
it.  Says  one:  "The  wider  they  get  into 
distribution,  the  more  problems  and 
conflicts  it  could  cause  us  with  our 
good  retailers." 
But  now  here's  a  bargain  for  you: 

501  and  Charles  Shenk  own  6.6  mil- 
lion shares  of  company  stock.  They 
got  it  at  a  very  nice  price:  66  cents 
apiece.  The  stock,  which  went  public 
in  June  1985,  now  sells  around  15.  If 
that  is  a  bargain  for  the  Shenks,  it's 
less  of  one  for  the  public.  Current 
price/earnings  ratio:  38.  ■ 
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RMS  W/VU,  LOTS  OF  SPACE, 
AVAIL  1992,  INQ  NASA. 


f 


This  is  no  fourth-floor  walk-up.  It's  NASA's  Space 
Station:  a  permanently  manned  research  lab,  manufacturing 
plant,  observatory,  and  home-away-from-home  for  the  peo- 
ple who  will  work  and  live  there.  Once  it  is  in  orbit,  there 
will  never  be  a  time  without  humans  in  space. 

If  the  Space  Station  will  have  extraordinary 
capabilities,  it  is  also  an  extraordinarily  complex  task.  In 


addition  to  NASA,  the  project  will  involve  12  countries, 
dozens  of  private  corporations  and  countless  scientists, 
engineers  and  technical  specialists. 

Martin  Marietta  heads  one  team  that  is  working  o 
design  of  the  common  modules  where  the  Space  Statio 
crew  will  live  and  work. 

Many  developments  will  help  make  construction 


THE  FUTURE  IS  BEING  DRIVEN  BY  TECHNOLOG' 
AND  MARTIN  MARIETTA  IS  MASTERMINDING  II 


:e  Station  possible.  Chief  among  them  is  the  Space 
Others  include  the  Manned  Maneuvering  Unit  and 
)aper  orbital  vehicles  that  will  service  spacecraft, 
i  platforms,  and  ferry  spacecraft  to  different  orbits, 
em  perform  different  tasks  but  have  one  thing  in 
n:  Martin  Marietta. 

le  future  is  being  driven  by  technologies  like  these. 


And  Martin  Marietta  supplies  the  creative  intelligence  to 
make  them  work.  In  aerospace,  defense,  electronics,  com- 
munications, information  management,  energy  systems 
and  materials. 

Technologies  that  are  making  the  Space  Station  a 
place  not  only  to  work,  but  to  live.  Because  there's  no 
space  like  home. 


6801  ROCKLEDGE  DRIVE,  BETHESDA,  MARYLAND  20817 


Oneida  took  the  high  ground  to  fight  off 
imports,  but  now  finds  it  must  recapture 
the  lower  ground  to  make  profits. 


Too  much  of 
a  good  thing 


By  Robert  McGough 


Oneida's  Samuel  Lanzafame  and  William  Matthews 
"The  fact  of  the  matter  is,  we  weren't  making  any  money.' 


holos  by  Bob  Mahonev  Picture  Group 


HOW  CAN  U.S.  COMPANIES  fiJ 
low-priced  imports?  Comm 
wisdom  is  to  "take  the  hi 
ground."  Makers  of  microchi 
clothes,  bolts  and  dinner  plates  ha 
all  ceded  their  lower-priced  mark 
to  imports  in  order  to  concentrate 
high-priced  products. 

Oneida  Ltd.  of  Oneida,  N.Y.,  til 
world's  largest  manufacturer  of  stai 
less  steel  flatware,  used  that  strata 
when  Japanese  and  other  impol 
flooded  into  U.S.  housewares  depai 
ments.  Always  a  terrific  market* 
Oneida  did  a  brilliant  job  defending! 
preeminence  in  silver  departmeni 
where  high-priced  stainless  is  sold, 
still  holds  about  25%  of  the  $335  m 
lion  U.S.  stainless  flatware  marke 
Its  consumer  franchise  is  strong 
than  ever:  A  year  ago  it  started  sellij 
lead  crystal  because  surveys  show^ 
that  consumers  thought  so  highly 
the  company  that  they  simply  a 
sumed  it  was  already  doing  so. 

Oneida  was  right  in  there  with  tH 
trends.  Researchers  in  the  design  d 
partment  would  figure  out  whetly 
next  year's  fork  line  should  have  sifl 
pie  fluting  or  goosenecks  on  the  hai 
die.  The  ad  campaign  in  Brides,  Vogii\ 
and  other  magazines  featured  still-lii 
photos  so  appealing  that  the  compan 
sold  some  as  posters.  Oneida  spen 
$15  million  a  year  keeping  its  pattern 
fresh  and  its  name  polished. 

So,  Oneida  must  be  making  goo 
money,  right?  Wrong.  After  havini 
earned  good  money  as  recently  a 
1981,  the  company  is  in  terribl 
shape.  Its  strategy,  successful  on  th 
marketing  front,  misfired  badly  else 
where.  Before  a  big  tax  credit,  th( 
company  lost  $367,000  last  year,  iflj 
eluding  the  cost  of  layoffs,  on  sales  a 
$252  million.  In  the  first  two  quarter 
of  1986  the  company  lost  $1.2  millioi 
pretax  on  sales  of  $130  million. 

In  July  Oneida's  board  cut  the  divii 
dend  in  half,  and  John  Marcellusl 
chairman  and  president,  resigned 
Oneida  named  William  Matthews 
general  counsel,  as  chairman. 

Surprise.  This  company,  always 
thought  of  as  "marketing-driven/ 
chose  a  36-year-old  production  man, 
Samuel  Lanzafame,  as  president.  Lan- 
zafame had  previously  made  Camden 
Wire,  a  copper  wire  maker,  into  Onei 
da's  most  profitable  division,  with  $7 
million  in  operating  profit  on  $87  mil 
lion  in  sales.  "We  can  talk  about  hav 
ing  seven  of  the  top  ten  patterns"  chcn 
sen  in  bridal  registries,  says  Lanza- 
fame. "The  fact  of  the  matter  is,  wf 
weren't  making  any  money." 
Why  not?  The  answer  can  be  found! 


ind  out  how  good 
Trst  Class  can  be. 
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FIRST  CLASS 
SERVICE 
AT  YOUR 
FINGERTIPS. 

We're  going  to 
show  you  ser- 
vice and  com- 
fort rarely  seen  in 
irst  Class,  lb  start,  TWA  recommends  you  reserve 
i<fpay  for  your  tickets  ahead  of  time  with  the 
rtrican  Express®  Card,  and  get  your  boarding 
ks  even  before  you  get  to  the  airport. 
|)nce  on  board,  our  flight  attendants 
I  Tieet  your  every  need.  They  are 
e,  ally  trained  to  know  whether 
shore  coffee  you  want,  or 
l  npagne,  plenty  of 
i:  pering,  or  just  plain 
i  icy. 


THE 
BEST  TRAVEL 
AWARDS  FOR 
FREQUENT 
FLYERS.  Only  TWA 
offers  frequent  flyers  the 
opportunity  to  earn  a 
free  trip  for  two,  First  Class, 
around  the  world,  as  well  as 
free  travel  to  a  variety  of  excit- 
ing, exotic  places.  And  members 
of  TWA's  Frequent  Flight  Bonus* 
program  who  travel  First  Class  earn 
50%  bonus  miles  on  every  flight. 


DINING:  ABOVE  AND  BEYOND.  Sip  a  glass  of 
wine  as  you  enjoy  one  of  our  many  appetizing  entrees, 
all  laid  out  beautifully  on  crisp  linen  table- 

cloths and  served 
on  sparkling  china. 


FIRST  CLASS 
COMFORT.  Enjoy  the 
luxury  of  our  First  Class 
Sleeper  Seat,  a  plush  recliner  that 
gives  you  room  to  stretch  out 
a  full  six  and  a  half  feet.  So 
no  matter  where  you're 
flying  to, 
you'll  feel  like 
you're  floating 
on  air. 


AMERICAN  EXPRESS  INTRODUCES 
GLOBAL  ASSIST.5"  Wherever  business  takes  you, 
American  Express'  new  Global  Assist  service  provides 
worldwide  emergency  referrals.  With  one  call,  toll  free, 
24  hours  a  day,  American  Express  will  help  Card- 
members  find  a  lawyer,  doctor,  dentist,  pharmacist, 
interpreter — or  even  suggest  which  visas  or  inocula- 
tions are  needed  for  specific  trips.  And  American 
Express  has  Travel  Service  Offices  worldwide  to  help 
you  with  any  changes  in  your 
travel  plans. 


TODAY'S  TWA.  There's  a  new 
spirit  and  vitality  at  Today's 
TWA.  Fly  with  us,  and  find  out 
how  good  we  really  are. 


Cards      TODAY'S  TWA.  FIND  OUT  HOW  GOOD  WE  REALLY  ARE. 


Our  Briefcases 
Last  Longer 
BecauseTheyie 
Made  Slower. 
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Schlesinger  cases  are  not  rushed 
through  production  on  assembly  line 
machines.  Since  1919  they've  been  hand 
crafted  in  America  by  expert  leather 
workers. From  leathers  so  superb,95%  of 
the  world's  hides  never  meet  our  standards. 

Make  an  investment  in  true  quality 
with  Schlesinger.  For  catalog  and  dealer 
names  send  $3  to:  Schlesinger  Brothers, 
Drawer  F,  117  Jackson  Road,  Berlin, 
New  Jersey  08009. 


Forbesim  - 
Lake  of  the 


Ozarks, 
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OUR  LAKELAND  PARADISE 
AWAITS  YOU 

Your  own  vacation  land  on  the  fabulous 
Lake  of  the  Ozarks  in  Central  Missouri. 
12,800  acres  of  scenic  paradise. 

Forbes  Inc.,  publishers  of  Forbes  Maga- 
zine, through  its  subsidiary,  Sangre  de 
Gristo  Ranches  Inc.,  is  offering  the  oppor- 
tunity of  a  lifetime  for  you  to  acquire  one  or 
more  acres  of  our  choice  Missouri  lakeland 
among  the  breathtaking  "hills  'n'  hollers" 
country  of  the  Lake  of  the  Ozarks. 

All  our  homesites,  including  lake  front 
and  lake  view,  will  be  a  minimum  size  of 
one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.  One  or  more 
acres  of  this  incredibly  beautiful  lakeland 
can  be  yours  for  the  modest  payment  of 
$60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pic- 
tures, maps  and  full  details  on  our  liberal 
money-back  and  exchange  privileges, 
please  write  to:  Forbes  Lake  of  the  Ozarks. 
Box  157.  Warsaw,  Missouri  65355 
Obtain  the  Properly  Report  required  by  Federal  law 

and  read  it  before  signing  anything.  No  Federal 
agency  has  judged  the  merits  or  value,  if  any.  of  this 
property.  Equal  Credit  and  Housing  Opportunity. 
Not  an  offer  or  solicitation  in  those  states  where  the 
property  is  not  registered 


Employee  Mathew  Pisarczyk  removing  huffing  compound 
It  all  started  in  a  19th  century  free-love  commune. 


on  the  factory  floor. 

The  problem  wasn't  labor  costs. 
Compared  with  Korea's  or  Taiwan's, 
Oneida's  wages  are  high — a  piece- 
worker, with  a  good  dose  of  overtime, 
can  earn  $24,000  a  year.  But  Oneida's 
foreign  competitors  use  two  or  three 
times  as  much  labor  to  make  a  fork. 
Factory  labor  accounts  for  25%  of  On- 
eida's manufacturing  cost,  even  less 
on  the  lowest-priced  flatware. 

The  problem  was  economies  of 
scale.  By  ceding  the  medium-priced 
stainless  line  to  imports,  Oneida  lost 
the  efficiencies  that  flow  from  vol- 
ume, and  its  unit  costs  rose  sharply. 
Oneida  has  only  two  flatware  plants 
in  the  U.S.,  one  for  spoons  and  forks, 
the  other  for  knives,  both  in  Shemll, 
N.Y.  The  same  machines  make  both 
inexpensive  and  expensive  flatware. 
Turning  out  only  high-end  merchan- 
dise, the  flatware  factories  are  run- 
ning at  only  60%  to  70%  of  capacity. 

So  much  for  emphasizing  market- 
ing and  forgetting  production  costs. 
Lanzafame  aims  to  increase  volume 
by  recapturing  a  chunk  of  the  cheap 
market.  Oneida  must  import  the  flat- 
ware that  it  sells  under  its  own  name 
for  $20  and  $30  per  45  pieces.  But  it 
can  recover  its  out-of-pocket  ex- 
penses, and  then  some,  on  house- 
wares-department  flatware  selling  for 
$40  to  $60  per  45  pieces. 

Because  it  became  accustomed  to 
selling  in  markets  where  price  was 
secondary  to  quality  and  to  prestige, 
Oneida  had  grown  sloppy  on  cost  con- 
trols. At  Camden  Wire,  Lanzafame 
had  boosted  shipments  per  worker 
from  84,500  pounds  in  1982  to 
1 10,600  pounds  in  1985.  He'll  have  to 
repeat  his  miracles  in  the  flatware 
factories.  One  method  being  tried  is 
the  new  "stockless  production  cell." 
The   cell   groups   together  all  the 


punching,  stamping  and  emboss] 
machines  used  to  make  a  low-priq 
fork.  That  saves  shuffling  of  materil 
on  the  factory  floor,  cuts  inventd 
and  cuts  rejects.  Workers  who  see  i 
process  from  beginning  to  end  cai 
blame  defects  on  the  next  fellow 

One  thing  Oneida  has  going  for  h 
good  relations  with  its  nonuni 
workers.  Which  helps  explain  wl 
Oneida  has  been  able  to  keep  mar) 
facturing  here  rather  than  movi 
overseas.  Says  Ray  Mariano,  a 
chinist  and  40-year  employee,  "Th 
take  very  good  care  of  the  peoj 
here."  The  harmonious  atmosphere 
a  holdover  from  its  days  as  the  Onei 
Community,  a  religious  commu) 
founded  in  1848.  The  free-love  c.oi 
mune  dissolved  a  century  ago  arc 
adultery  charges  leveled  at 
founder,  but  its  cash  crop,  a  silv< 
plate  flatware  business,  was  able 
continue  with  commune  residents 
organized  as  worker-shareholders. 

Lanzafame  doesn't  want  to  lose  t 
communal  esprit.  He  visits  the  U 
tory  floor  at  6:45  each  mornir 
Where  his  predecessors  worried  on 
about  the  customers,  he  realizes  th 
the  people  who  make  the  stuff  are  ju 
as  important  to  a  business  as  the  pe 
pie  who  buy  the  stuff. 

Lanzafame  has  cut  the  number 
stainless  platters  and  servers  offert 
by  the  company  by  a  third,  and  antic 
pates  cutting  flatware  patterns  by 
least  a  quarter.  That  doesn't  sit  we 
with  the  salesmen,  but,  says  Lanz 
fame,  "We  have  to  find  the  right  mi 
between  marketing  and  production. 

Is  manufacturing  a  dying  activity : 
the  U.S.?  Oneida's  experience  shov 
that  manufacturing  here  is  not  dyin 
But  it  also  demonstrates  that  saving; 
takes  more  than  the  usual  amount 
corporate  imagination.  ■ 


There's  a 
ullish  opportunity 
fi  the  new  tax  law. 
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ts  called  Insurance 


X 


et  the  specifics  from  Merrill  Lynch, 
all  1-800-637-7455,  Ext.3054. 


:  Tactic  #4.  Insurance.  Its  benefits  may  be  more  imper- 
ii than  ever  before. 

Vhile  some  tax-advantaged  investments  have  been  put  out 
isture,  insurance  products  have  retained  their  tax-advan- 
;  i  status. 

Vhich  is  why  people  are  taking  a  new  look  at  certain  life 
/ance  products  that  grow  income-tax-free  while  the  policy 
force,  offer  income-tax-free  policy  loans  and  a  death 
fit  free  from  federal  income  taxes.  And  they're  looking  at 
lities  that  provide  for  tax-deferred  growth  and  an  income 
lm,  immediately  or  in  the  future. 

businesses,  too,  while  benefitting  from  these  tax  advantages, 
i  insure  against  the  loss  of  key  employees,  and  fund  "buy  and 
and  deferred  compensation  agreements, 
bur  insurance-licensed  Merrill  Lynch  Financial  Consultant 
lelp  you  analyze  your  needs  and  alert  you  to  todays 
ivative  insurance  products. 

ind  in  the  coming  weeks,  we'll  be  holding  seminars  on  tax 
I'm.  Just  call  your  local  Merrill  Lynch  office  for  details.  We've 
(prepared  two  guides  outlining  tax  reform  strategies  for 

stors  and  small  business  owners.  They  describe  tax 
pn's  impact  on  insurance,  IRAs,  municipal  bonds,  your 

folio  and  credit.  For  a  copy,  call  toll-free  Monday  through 


Friday,  8:30  am  to  12  midnight  EST.  In  Alaska  or  Hawaii,  call  the 
Merrill  Lynch  office  nearest  you.  Or  send  in  the  coupon. 

I  1 

Mail  to:  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Service  Center 

PO.  Box  2021 ,  Jersey  City,  NJ  07303 
Please  send  me  a  free  copy  of: 

□  Crucial  Questions  About  Tax  Reform  and  Your  Personal  Finances. 

□  Financial  Strategies  for  Businesses. 

Name  


Address . 
City  


.State- 


.Zip_ 


Business  Phone 


.Home  Phone . 


Merrill  Lynch  clients,  please  t>ive  name  and  office  address  of  your 
Financial  Consultant:  


3054 


1986  Merrill  Lynch,  Pierce.  Fenner  &  Smith  Inc  Member  SIPC. 


Merrill  Lynch 


Taxing  Matters 


In  an  arcane  section  of  the  new  Tax  Re- 
form Act  lurk  provisions  that  will  make  it 
more  difficult  than  ever  for  many  compa- 
nies to  shed  redundant  executives. 


Work  until 
you  drop 


By  Janet  Novack 


In  its  frenzy  to  replace  revenues  lost 
through  lower  tax  rates,  Congress 
took  an  ax  to  the  maximum  bene- 
fits that  so-called  qualified  defined 
benefit  pension  plans  can  pay  to  em- 
ployees who  take  early  retirement .  The 
reductions  are  projected  to  add  $4.5 
billion  to  federal  coffers  over  the  next 
five  years.  But  at  a  cost  to  the  economy. 

Employer  contributions  to  qualified 
defined  benefit  plans  are  tax  deduct- 
ible and  go  into  trust  funds  protected 
from  creditors.  Safety  is  a  major  at- 
traction. Under  the  old  tax  law,  an 
executive  due  a  $90,000-a-year  pen- 
sion at  age  65  (the  maximum  that  can 
be  paid  from  a  qualified  plan)  could,  if 
his  employer  wanted  to  be  generous, 
receive  the  full  $90,000  at  62.  Or  he 
could  retire  at  55  on  $75,000  a  year. 
Or  bow  out  at  50  with  a  maximum 
$51,200  pension.  Such  deals  are  often 
attractive  for  both  parties. 

Now  see  what  tax  reform  does.  The 
new  law  cuts  the  maximum  benefit  to 
$72,000  for  retirement  at  62,  an 
$18,000-a-year  cut.  Go  fishing  at  50, 
and  the  top  benefit  is  cut  from 
$51,200  to  $27,700.  (Our  authority  for 
these  figures  is  Actuarial  Sciences  As- 
sociates Inc.,  a  subsidiary  of  AT&T.) 
Those  figures  assume  the  employee 
was  born  in  1937  or  earlier.  For  those 
born  after,  benefits  are  progressively 
less.  For  workers  born  in  1 960  or  after, 
the  maximum  benefit  at  62  is 
$63,000.  At  50,  it  drops  to  $24,200— 
less  than  half  the  current  maximum. 

The  only  good  news  here  is  that  the 
maximum  is  supposed  to  be  adjusted 
for  inflation  each  year  (in  the  past, 
however,  Congress  has  blocked  prom- 
ised adjustments)  and  that  pension 


Retiring  benefits 


Below  are  maximum  pension 
benefits  allowed  under  qualified 
plans.  Maximums  should  rise 
with  inflation,  but  the  tax  law  cuts 
benefit  levels  for  early  retirees. 


Maximum  annual  benefits  ($thousands) 
$100 


□  Old  law 

IB  New  law  for  people 

born  1937  and  before 
l~l  New  law  for  people 
born  1960  and  after 

I   I    I  I    I   I    I   )  1   1  I    I  I   I    I  I 


50     52    54     56     58    60    62     64     66  67 
Age  at  retirement 

Note:  Benefits  for  people  born  between  1938  and 
1959  fall  between  red  and  blue  lines. 
Source:  Actuarial  Sciences  Associates,  Inc. 


benefits  already  accrued  are  grand- 
fathered in  at  the  old  maximums. 
That  means  retirees  in  the  next  few 
years  won't  feel  the  changes  much. 

Benefits  consultants  say  big  compa- 
nies will  likely  make  up  lost  early 
retirement  benefits  from  supplemen- 
tal pension  plans  that  aren't  protected 
from  creditors  if  a  company  fails.  As  a 
result,  executives  may  demand  more 
of  their  compensation  up  front  and 
less  in  the  form  of  promised  (but  not 
guaranteed)  pensions.  Lower  tax  rates 
will  tip  the  balance  further  toward 
salary  now  rather  than  benefits  later. 

The  bad  news  is  that  companies 


looking  to  cut  managerial  fat  w 
probably  have  to  pay  more  to  bn 
executives  into  early  retirement,  sa 
Edward  Davey,  of  Johnson  &.  Higgiri 
the  insurance  brokerage  and  benefi 
consulting  firm. 

Congress  probably  figured  that  tl 
extra  $4.5  billion  in  taxes  would  cor( 
out  of  the  pockets  of  highly  paid  exe 
utives.  Only  that  won't  be  the  way! 
will  work.  In  many  small  corpop 
tions,  bosses  will  be  tempted  to  mal 
their  company  plans  less  generous  f 
everyone,  or  chuck  them  altogether,! 
they  find  they  ca'n't  draw  most 
their  own  pensions  from  the  protcc 
ed  plans.  Says  Actuarial  Sciences  Vi» 
President  Robert  Reddington:  "In 
dangerous  when  executives  lose  the 
personal  interest  in  these  things." 

Part  of  the  $4.5  billion,  moreovd 
will  come  out  of  money  that  wou] 
have  gone  to  fund  pensions  for  rani 
and-file  employees.  John  Baitsel 
manager  of  industrial  relations  an 
regulatory  affairs  for  Mobil  Corn 
notes  that  a  22-year-old  Mobil  seen 
tary  earning  $20,000  a  year,  whoj 
salary  is  raised  6.25%  each  year  (f< 
merit  and  inflation),  would  qualify  {i 
a  pension  of  more  than  $155,000  i 
65.  Before  tax  reform,  while  Mob 
wasn't  allowed  to  fund  for  a  projects 
pension  of  more  than  $90,000, 
could  at  least  assume  that  if  the  seen 
tary  retired  at  62 — as  more  workei 
are  doing — she'd  receive  $90,000  ai 
nually.  Now  Mobil,  which  funds  c 
the  maximum  allowed,  can  dedufl 
and  put  away  even  fewer  dollars  fc 
the  secretary,  since  it  can't  count  0 
paying  her  more  than  $63,000  at  62.j 

Paradoxical,  isn't  it?  At  a  tini 
when  many  businesses  are  strugglin 
to  cut  payroll  costs — and  when  a  ras 
of  employer  defaults  has  left  the  US 
Pension  Benefit  Guaranty  Corp.  witj 
a  $3-billion-plus  deficit — Congres 
has  seen  fit  to  make  it  more  difficul 
to  unload  redundant  managers  and  t| 
fund  all  employees'  pensions. 


Make  the  little 
things  count 

At  the  stroke  of  midnight  on  Deo 
31  U.S.  taxpayers  will  enter  a) 
entirely  new  world  of  income  taxi 
ation.  As  yet  there  are  no  good  map| 
of  this  virgin  terrain.  Even  the  high 
est-priced  CPAs  and  tax  lawyers  an 
scratching  their  heads.  Still,  we  knov 
enough  to  say,  with  some  confidence 
that  taxpayers  should  at  the  least  com 
sider  making  certain  moves  before  thi 
New  Year's  Eve  gong.  Herewith,  ; 
checklist  of  items  that  are  easy  n 
overlook,  but  shouldn't  be. 

Please  note:  We  assume  maximum 


WHEN  YOU  LIVE  A  CUTTY  ABOVE 


Cutty  Sark! 
Uncommon  Quality. 


CHNOLOGY  ALONE,  BUT  IN  THE  ABILITY  TO   MANAGE  IT. 


Remote  Access.  Business 
Nicety?  Or  Basic  Necessity? 

In  today's  competitive 
business  climate,  providing  24- 

■  £  :   m._   •'     M  A-  


it  compeie,  nice  our  pudiic  aaia 
network,  is  just  the  beginning. 
In  the  end,  what  sets  us  apart  is 
our  genius  for  managing  these 
technologies  to  give  you  that 
competitive  edge. 

For  more  information  about 
the  Bell  Atlantic  companies, 
call  toll-free  1-800-621-9900, 
Monday  through  Friday,  8:30 
to  5:00  EST. 


Bell  Atlantic 

WE  MAKE  TECHNOLOGY  WORK  FOR  YOU? 


&  ux 


PlTICOM         BELL  ATLANTIC  BUSINESS  SUPPLIES      BELL  ATLAI 
TELECOMMUNICATIONS  SPECIALISTS,  INC.  TRlCONTINENTAU 


Taxing  Matters 


federal  brackets  throughout:  50%  this 
year,  38.5%  next  year  and — when  the 
new  law  becomes  fully  effective  in 
1988— a  top  rate  of  28%,  though  some 
upper  income  earners  will  pay  a  5% 
surcharge. 

Sales  taxes.  You  were  going  to  buy 
your  new  boat  (or  VCR,  car,  plane  and 
so  on)  next  year?  Buy  it  this  year. 
With  tax  reform,  sales  taxes  will  no 
longer  be  deductible.  And  remember: 
Keep  track  of  all  sales  taxes  paid.  The 
IRS'  tax  tables  rarely  credit  upper- 
bracket  individuals  with  their  full 
sales  tax  burden.  One  CPA  mentions 
a  client  who  makes  $1  million  a  year 
and  can  show  he  pays  around  $27,000 
in  sales  taxes,  as  against  the  $1,136 
that  the  tax  tables  would  allow  him.  If 


you  cannot  deduct  sales  taxes  after 
1986,  why  not  make  the  most  of  them 
this  year? 

Tax  disputes.  Pay  up,  with  interest, 
even  if  you  think  you're  right.  That  is 
the  advice  of  Robert  Goldstein,  a  part- 
ner in  the  New  York  accounting  firm 
of  Druckman  &  Hill,  to  taxpayers  in- 
volved in  a  federal  and/or  local  dispute 
over  back  taxes.  Goldstein's  reason- 
ing: Suppose  the  IRS  claims  you  owe 
$10,000  in  back  taxes,  plus  $2,000  in 
interest.  Since  the  interest  is  deduct- 
ible this  year,  it  would  cost  $1,000 
aftertax.  Next  year  it  will  cost  $1,500, 
and  more  in  1988  and  beyond.  Thus,  if 
you  lose  next  year  but  pay  this  year, 
the  net  cost  would  be  $1 1,000.  If  you 
lose  next  year  and  pay  next  year,  the 
cost  will  be  the  full  $11,500.  Paying 
ahead  reduces  the  loss — although 
strictly  speaking  we  should  calculate 
the  opportunity  cost  of  the  payment. 

What  if  you  win?  That's  even  bet- 
ter. You'll  get  back  the  $10,000  (with 
interest) — and  the  $2,000,  which 
you'll  have  to  report  as  income  (since 
you  deducted  it  for  1986).  But  after 
[an.  1,  1988  the  top  rate  drops  to  28%. 


See?  The  $2,000  in  interest  cost  you 
$1,000  when  deducted,  but  you  will 
get  to  keep  $1,440  (72%  of  $2,000) 
when  you  get  it  back.  You're  $440 
ahead,  thanks  to  rate  reduction. 
Chuckles  Goldstein  of  the  paying-up 
ploy:  "It's  a  kind  of  double-edged  sil- 
ver lining,  if  you  don't  mind  a  mixed 
metaphor." 

Installment  loans.  (And  for  that 
matter,  all  non-home-mortgage 
loans.)  Absent  stiff  prepayment  penal- 
ties, these  should  be  paid  off  with 
interest  before  year-end.  Starting  next 
year,  interest  deductions  on  consum- 
er debt  will  be  phased  out  through 
1991:  After  that,  12%  consumer  loans 
will  really  cost  12%,  not  6%.  If  you 
need  cash  to  pay  off  consumer  loans, 
Merrill  Lynch's  senior  tax  attorney 
Charles  Banker  reminds  that  home 
equity  (up  to  the  purchase  price  of 
first  and  second  homes,  plus  improve- 

Chas  H  suknufi 


ments)  can  be  borrowed  against  and 
interest  on  the  loan  deducted. 

Donations.  Start  cleaning  out  your 
closets  for  Goodwill,  and  remember 
your  alma  mater  now.  Deductions 
cost  50  cents  on  the  dollar  until  New 
Year's  Eve,  when  the  cost  immediate- 
ly jumps  to  61.5  cents,  rising  to  72 
cents  in  1988.  Bill  Kliewer,  executive 
vice  president  of  the  big  World  Vision 
charity,  fears  tax  reform  will  cut  do- 
nations to  his  organization  by  as 
much  as  $10  million  to  $15  million 
annually.  On  television  and  through 
World  Vision's  1 -million-circulation 
magazine,  Kliewer  is  urging  his  do- 
nors to  give  some  of  future  years'  con- 
tributions this  year.  But,  he  cautions, 
"There's  a  catch  22:  If  you  get  people 
too  scared  about  taxes,  they  might 
give  more  now  but  give  nothing  next 
year." 

Bonuses.  Bonuses  and  any  other  in- 
come that  can  be  deferred  until  Jan.  1, 
1987,  should  be.  Your  employer  prob- 
ably won't  be  keen  on  this.  If  his  fiscal 
year  ends  Dec.  31,  a  $10,000  bonus 
costs  him  $5,400  aftertax  if  paid  this 
year.  After  Jan.  1  it  will  cost  him 


$6,000.  But  note  that  to  the  employ 
the  $10,000  is  worth  $5,000  this  ye^ 
vs.  $6, 1 50  next  year.  Message:  Thera 
room  to  negotiate. 

Capital  gains.  A  complicated  ard 
for  which  see  Forbes,  Sept  8. 
general,  however,  long-term  capitJ 
gains  are  best  taken  this  year,  at 
top  rate  of  20%,  as  against  28%  nej 
year.  Conversely,  long-term  capit) 
losses  should  be  taken  next  yea; 
when  capital  gains  lose  their  favq 
able  tax  treatment.  Remembe 
Those  capital  losses  will  be  wori 
more  next  year  as  offsets  againi 
possible  capital  gains.  So  expect  taj 
loss  selling  to  commence  Friday,  Jaj 
2,  1987  rather  than  in  the  usual  lai 
autumn  months.  Short-term  losse! 
Take  them  this  year. 

An  added  consideration:  Older  taj 
payers  planning  to  bequeath  shars 
will  probably  find  that  it's  better  t 
hang  on  to  their  investment  ratht 
than  gifting  them  and  exposing  th 
beneficiaries  to  capital  gains  taxe, 
"If  you're  planning  to  leave  yoi] 
shares,  you  shouldn't  take  capita 
gains  this  year,  not  any  year,"  say 
Merrill  Lynch's  Banker,  adding  tha 
capital  gains  is  "a  tax  you'll  nev« 
have  to  pay." 

Subscriptions.  Beginning  next  yeai 
subscriptions  to  professional  journal! 
investment  newsletters  and  busines 
magazines  will  no  longer  be  deduci 
ible,  unless  the  cost  exceeds  2%  o 
adjusted  gross  income.  It  may  pay  t 
take  out  long-term  subscriptions  bd 
fore  year-end.  "This  may  be  the  yea, 
people  take  out  a  lifetime  subscrifl 
tion  to  Forbes  so  they  can  deduct  it, 
laughs  Carolyn  Cole,  a  PaineWebbe 
first  vice  president. 

William  G.  Brennan,  publisher  o| 
Brennan  Reports  on  Sophisticated  Tai 
and  Investment  Strategies,  a  popula 
newsletter,  has  already  offered  hi 
"tax  reform  special":  Renew  for  tw< 
years  by  year-end  and  Brennan  wil 
reduce  the  price  from  his  regular  $30( 
to  $205. 

Accountants.  As  of  1987  no  mon 
deducting  your  accountant's  fees  anc 
other  tax  return  preparation  costs.  Bu 
what's  to  stop  your  CPA  from  com 
bining  next  year's  fee  with  this  year's 
and  forgetting  about  you  until  1988? 

Should  you  balk  at  giving  up  to 
your  accountant  the  use  of  the  moni 
ey  for  a  year,  maybe  he'll  give  you  l 
discount.  "Discount?"  repeats 
Druckman  &  Hill  partner  Goldstein; 
"Yeah,  I  guess  I'd  discount  it."  Bl 
the  32%  Bill  Brennan  is  offering  his 
early  renewals?  "No  way,"  retorts 
Goldstein,  "you'll  get  that  kind  o\ 
discount." — Jonathan  Clements 
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Now  more  than  ever, 

profitability 

is  a  thing  of  beauty. 

They've  arrived.  The  next  generation  of  Peterbilt 
conventional.  Four  long-term  profit  strategies  skill- 
fully engineered  to  increase  your  company's 
competitiveness.  Lower  your  transportation  costs. 
And  help  contribute  to  a  better  bottom  line,  for  a 
longer  period  of  time,  than  any  competing  design. 

How?  By  offering  you  an  even  greater  oppor- 
tunity to  bridge  the  gap  between  the  performance 
you  need.  And  the  profitability  you  demand. 

More  models,  with  more  design  choices, 
gives  you  the  edge. 

It's  simple:  the  closer  your  vehicles  are 
tailored  to  the  task  at  hand,  the  more  productive 
and  efficient  they'll  perform.  Which  is  precisely 
why  Peterbilt  now  offers  four  highly-refined  base 
models  from  which  to  build.  Each  offering  more 
design  choices  than  any  competing  design.  Each 
targeted  to  achieve  maximum  performance  within 
a  particular  application  category 
The  choice  is  yours. 


Common  in  design,  uncommon  in  value. 

Of  equal  importance  to  the  success  of 
your  investment  —  each  new  model  stands  united 
in  sharing  a  long  list  of  plus-value  features  that 
can  make  a  significant  contribution  to  your 
bottom  line: 

Increased  payload  revenues,  thanks  to  the 
lowest  tare  weights  of  any  competing  design.  Far 
fewer  parts  for  increased  reliability,  less  downtime. 
Unsurpassed  maneuverability  A  totally  redesigned 
cab  for  increased  driver  productivity  Plus, 
much  more. 

And  the  fact  that  these  are  the  most 
thoroughly-researched,  thoroughly- tested  Peterbilts 
ever,  assures  that  your  investment  will  be  as  pru- 
dent, as  it  is  productive. 

Call  toll-free: 
800-447-4700 

Before  your  next 
investment  in  transpor- 
tation, read  our  12 -page 
brochure  outlining  the 
many  benefits  Peterbilt 's 
new  conventional  line 
can  provide.  Call  today 


A  DIVISION  OF  RACdR 

Peterbilt  Motors  Company 
38801  Cherry  Street 
Newark,  CA  94560 


On  the  Docket 


In  the  lawsuit-crazed  world  of  business, 
investors  now  need  to  pay  as  much  atten- 
tion to  the  courtroom  as  to  the  boardroom. 

Wall  Street  law 


By  Jill  Andresky 

I ast  fall  a  tiny  Long  Island  elec- 
_  tronics  manufacturer,  Fonar 
I  Inc.  (1985  sales,  $8.5  million), 
won  a  David  and  Goliath  patent  in- 
fringement suit  against  $6.4  billion 
Johnson  &  Johnson,  and  Fonar's  stock 
leaped  by  nearly  50%  in  less  than  a 
week.  Two  months  later  Johnson  &. 
Johnson  convinced  a  judge  to  over- 
turn the  decision,  and  Fonar's  stock 
slumped  back  down  again. 


So  what,  you  ask?  The  answer  is 
that  Fonar's  price  gyrations  illustrate 
a  powerful  but,  until  now,  largely  un- 
noticed new  force  that  has  begun  to 
move  the  stock  market:  litigation. 

In  the  suit-happy  1980s,  with  com- 
panies routinely  dragged  into  court 
over  everything  from  employment 
practices  to  product  liability  matters 
to  possible  patent  infringements,  the 
actions  of  lawyers,  judges  and  juries 
are  assuming  critical  importance  in 
any  well-reasoned  investment  deci- 


sion. Yet  because  current  securities 
regulations  do  not  require  companies 
to  include  more  than  cursory  infor 
mation  about  pending  litigation  ii 
their  annual  reports  and  10K  filings 
investors  have  no  place  to  turn  fo: 
this  vital  data.  Unless  the  suits  an 
highly  publicized,  as  with  those  fac 
ing  Union  Carbide,  A.H.  Robins 
Manville  and  the  tobacco  industry 
the  hapless  investor  often  plunk' 
down  his  money  not  knowing  that  j 
pending  lawsuit  could  wind  up  gravel 
ly  damaging  his  company's  future 
earnings  or  even  its  ability  to  survive! 

Consider  the  pharmaceuticals  inj 
dustry.  Pfizer  Corp.,  with  $4  billion  in 
revenues  and  a  strong  performance  so 
far  this  year,  looks  attractive  as  arj 
undervalued  stock  play.  But  Pfizer's 
stock  has  lagged  the  market  for  a  rea 
son  not  even  hinted  at  in  its  annua 
reports  or  10K  filings — continuing  le 
gal  exposure  from  one  of  its  key  prod- 
ucts, Feldine,  an  antiarthritis  drug. 

After  bad  publicity  from  Englanc 
and  complaints  from  U.S.  consumei 
groups,  the  Food  &  Drug  Administra- 
tion recently  reexamined  Feldine  ana 
okayed  the  drug  for  a  second  time.  Bui 
investors  have  not  been  reassured 
"There  aren't  any  significant  lawsuits 
now,"  concedes  Hemant  Shah,  a  vice 
president  of  Nomura  Securities  Inter- 
national. "But  what  happens  if  a  little 
old  lady  gets  Melvin  Belli  on  her  side 
and  starts  to  sue?"  In  spite  of  the  FDA 
ruling,  that  fear  has  kept  Pfizer's 
stock  trading  at  only  15  times  earn- 
ings, compared  with  a  multiple  of  1^ 
for  the  rest  of  the  industry. 

Wall  Street  securities  firms  art 
themselves  under  pressure.  For  genen 
ations  brokerage  houses  could  consid-l 
er  suits  by  disgruntled  clients  as  mere 
nuisances.  But  two  months  ago  the 
lawsuit  threat  suddenly  got  much 
worse  for  several  of  the  biggest  and 
most  powerful  firms  on  Wall  Street. 

In  a  landmark  decision,  Judge  Wil- 
liam Browning  at  the  Western  Disi 
trict  Federal  Court  ruled  that  the  lead 
underwriters  in  the  Washington  Pub- 
lic Power  Supply  System  (WPPSS) 
case — Merrill  Lynch,  Phibro-Salo- 
mon,  Prudential-Bache  Securities  and 
Smith  Barney — could  all  be  sued  foi 
negligence  as  a  result  of  their  involve- 
ment in  marketing  the  WPPSS  securi- 
ties; they  were  sold  to  pay  for  nucleai 
power  facilities  in  the  Northwest  that 
may  never  be  put  to  work.  With  $7 
billion  worth  of  potential  lawsuits 
out  there,  the  risks  of  adverse  judg- 
ments at  trial  are  thus  enormous. 

Stock  prices  have  yet  to  reflect  the 
WPPSS  ruling:  Merrill  Lynch  is  trad- 
ing around  38,  not  far  from  its  52-i 
week  high  of  slightly  over  43.  One. 


Minjae  Hong 


;  At  Grumman  the  people  who  need  computer  programs 
vrite  the  programs.  And  computer  backlogs  are  as  rare  as  a 
intage  Hellcat. 

WANG 
MAKES  IT  WORK. 


.  Grumman  Corporation  is  one  of  the  leading 
Manufacturers  of  aircraft  and  aerospace  systems. 
;eir  size  and  scope  placed  a  tremendous  demand 
I  their  professional  programmers,  who  were  faced 
Ih  developing  applications  for  each  of  Grumman's 
Cerent  departments.  Wang  offered  an  effective 
iliution— the  Wang  VS  and  Professional  Application 
•nation  Environment  (PACE).  Now  for  the  first 
me  Grumman's  employees  are  able  to  develop 
.ipirown  sophisticated  applications.  And  profes- 
■  i-nal  programmers  are  free  to  work  primarily  on 

plications  that  require  their  special  expertise. 

nich  means  that  no  one  at  Grumman  has  to  sit 
ound  waiting  for  something  to  happen. 


IG 

)87  Wang  Laboratories,  Inc 


WANG 


Every  day  Wang  helps  companies  like  Grumman 
mprove  the  way  they  do  business.  Because  Wang 
provides  a  simple  way  to  reduce  applications  backlog, 
you're  tired  of  waiting,  call  1-800-225-WANG. 


FITS  IN  FRONT  FITS  IN  BACK. 

A  sign  in  a  tailor's  shop  read:  "It's  easy 
to  tell  when  you've  found  a  bargain.  It 
doesn't  fit'.'  The  same  sign  could  hang  in 
many  an  office  -  right  next  to  the 
computer. 

TRW  systems  engineers  came  up  with  a 
simple  idea  that  tailors  have  always  used. 
They  have  a  series  of  "fittings"  Before 
any  detail  work  is  started  on  a  system, 
the  user  tries  out  a  prototype.  Does  it 
present  the  data  needed?  Does  it  solve 
the  problem?  Throughout  the  develop- 
ment process  the  user  is  involved.  So 
even  before  the  system  is  built,  everyone 
knows  it  will  fit  just  the  way  it's  supposed 
to.  And  that's  the  only  real  bargain. 

Tomorrow  is  taking  shape  at  a  company 
called  TRW. 


-rkofTRWkic.  A  Company  Called  TRW 


eason  may  simply  be  that  investors 
[io  not  yet  realize  the  large  hits  to 
;arnings  Merrill  and  the  others  could 
sustain  if  the  cases  begin  going 
igainst  the  brokerage  firms. 

Another  industry  with  a  potentially 
nassive  legal  headache  is  telecom- 
nunications.  "If  anyone  ever  proves 
n  the  courtroom  that  the  microwaves 
hese  companies  transmit — at  higher 
requencies  than  ovens — cause  health 
lazards,  that'll  be  of  the  magnitude  of 
he  problems  facing  the  tobacco  and 
isbestos  industries,"  says  John  Bain,  a 
,enior  vice  president  and  telecom- 
nunications  research  analyst  at 
ihearson  Lehman  Brothers. 

So  far  there's  no  conclusive  medical 
evidence  of  a  connection,  but  tele- 
communications firms  are  nonethe- 
ess  running  scared.  Says  Terry  Mahn, 
i  telecommunications  law  specialist 
ind  partner  at  the  Washington-based 
aw  firm  of  Bell,  Boyd  &  Lloyd,  "Soon- 
br  or  later  someone  is  going  to  con- 
vince a  jury  that  there's  a  causal  con- 
nection. It  may  only  be  a  freak  in- 
stance, but  the  whole  industry  stands 
1:0  be  hurt."  The  first  chink  may  have 
lilready  appeared  when  the  widow  of  a 
view  York  Telephone  Co.  repairman 
ialamed  microwaves  for  her  husband's 
'leath.  The  appellate  division  of  the 
New  York  State  Supreme  Court  re- 
jected the  phone  company's  appeal  of 


the  workers'  compensation  decision. 

And  so  it  goes.  So-called  intellectual- 
property  law  has  long  been  so  murky 
that  investors  have  learned  to  gloss 
over  the  risk  of  patent  infringement 
and  other  such  suits.  But  these  risks, 
especially  to  fledgling  firms,  have 
stepped  up  dramatically  since  Septem- 
ber, in  light  of  a  path-breaking  decision 
by  the  U.S.  District  Court  in  Palo  Alto, 
Calif.  The  case,  NEC  v.  Intel,  involved 

Largely  unnoticed  until 
now,  a  powerful  new  force 
has  begun  to  move  the 
stock  market:  litigation. 

ownership  rights  to  a  form  of  computer 
software,  and  the  ruling  has  now  vastly 
increased  the  frontiers  of  what  can  be 
copyrighted.  Warns  Michael  Epstein  of 
Weil,  Gotshal  &  Manges,  a  New  York 
law  firm,  "I'd  be  very  careful  about 
investing  in  any  high-tech  company 
where  the  founders  came  from  their 
industry's  leader  and  their  new  product 
is  closely  involved  with  their  former 
lines  of  work." 

With  all  the  legal  problems  facing 
companies,  how  much  can  an  investor 
expect  to  learn  from  an  annual  report? 
"Very  little,"  acknowledges  William 
Roth,  a  litigation  expert  at  the  New 
York  law  firm  of  Milbank,  Tweed, 


Hadley  &  McCloy.  "When  I  read  the 
rosy  comments  in  annuals  about  a 
company's  legal  risks,  I  often  try  to 
imagine  what's  really  going  on." 

Then  why  not  simply  require  com- 
panies to  include  in  their  annual  re- 
ports dollar  values  of  the  lawsuits 
pending  against  them?  That  would  be 
impossible,  says  Denny  Beresford, 
due  to  become  chairman  of  the  Finan- 
cial Accounting  Standards  Board  in 
January.  "Even  if  you  know  your  suit 
is  weak,  it's  tough  to  predict  how 
much  you'll  be  able  to  settle  it  for," 
he  says.  "So  we're  left  with  a  compro- 
mise that  warns  investors,  in  annual 
report  footnotes,  whether  any  pend- 
ing lawsuits  are  'material.'  " 

Lawyers,  too,  balk  at  suggestions 
that  they  quantify  their  legal  risks  for 
shareholders.  As  Roth  puts  it,  "Being 
required  to  put  a  dollar  value  on  your 
risk  from  lawsuits  would  only  box 
you  into  having  to  pay  at  least  that 
much  to  settle  your  case.  It  would 
eliminate  your  bargaining  power." 

A  good  point.  But  surely  there  is 
room  for  a  middle-ground  compro- 
mise in  which  companies  are  required 
to  provide  shareholders  with  some- 
thing more  than  they  presently  get 
about  litigation.  After  all,  if  the  court- 
room moves  the  stock  market, 
shouldn't  annual  reports  more  fully 
reflect  that  reality?  ■ 


Lincoln  National's  innovative 
employee  benefit  plans  are  a  healthy 
step  for  the  road  ahead. 


H  !?5I  i  I  in  Ml  Si  ilmmsUR  1 1  KFi  n  fit  tEa  lUHI  &Ms\ 


all  part  of  a  new  era  in  healthcare  cost 
management  from  Lincoln  National.  We 
offer  these  opportunities  and  other  cost 
management  plans  to  businesses 
throughout  the  country.  Ask  your 
employee  benefits  representative  today. 
Lincoln  is  thinking  . . . 

and  so  should  you. 


n LINCOLN 
NATIONAL 


V  The  Lincoln  National  Life  Insurance  Co  and  other  Lincoln  National 
affiliates,  1300  Soulh  Clinton.  Fort  Wayne.  IN  46801. 
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We  are  US  WEST.  Our  business  is  telecomrnunications. 
And  we  bring  the  spirit  of  competition  to  your  investment 
portfolio. 

It  has  been  three  years  since  the  breakup  of  the  Bell 
System.  In  an  industry  not  known  for  competitive  behavior, 
we  have  been  raising  dust. 

Our  stock  has  split  once.  Our  dividends  to  shareowners 


have  increased  twice.  Although  past  performance  is 
indication  of  the  future,  a  share  of  our  stock  purchase 
years  ago  has  almost  doubled  in  value? 

This  year,  our  three  Bell  companies  are  investii 
billion  to  expand  and  improve  their  systems.  And, 
continuing  to  make  commitments  to  growth  areas 
industry:  cellular  mobile  phones,  business  equipme 
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inpetition. 


(  directory  publishing  and  communications  software. 
1 :  have  been  a  leader  for  over  100  years.  Nobody  knows 
"  s  better. 

1  r  our  annual  report,  call  1-303-793-6600  or  write 
\  ST  Report,  7800  East  Orchard  Road,  Englewood, 
ill. 


LI£WEST 

Mountain  Bell.  Northwestern  Bell.  Pacific  Northwest  Bell. 
And  a  growing  number  of  new  companies. 
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On  the  Docket 


shan  of  New  York.  Also  named  is  th| 
organization  that  marketed  the  in 
vestment,  none  other  than  Mem, 
Lynch,  Pierce,  Fenner  &  Smith.  Otho 
defendants  include  Dominion  Federa 
Savings  &  Loan  ($1.6  hillion  in  as 
sets),  a  Virginia-based  thrift  that  wa 
lead  lender  for  the  investors;  and  th 
real  estate  accounting  firm  of  La 
venthol  &.  Horwath,  which  prepare 
market  studies  for  the  project. 

The  suit  charges,  among  othe 
things,  racketeering  and  secuntie 
fraud  because  of  misrepresentatio 
and  omission  6f  material  facts  in  thl 
offering.  The  plaintiffs  assert  Merrill' 
offering  memorandum  promised  ai 
unobstructed  view  of  the  Gulf. 

Like  scorpions  in  a  bottle,  the  de 
fendants  seem  about  to  begin  stingini 
one  another.  On  Sept.  19  Merrill  file 
a  cross-complaint  charging  the  devel 
opers  with  misrepresenting  the  secu 
rity  to  investors  and  Merrill  Lynch 
The  firm  seeks  $10  million  for  darn 
age  to  its  "reputation  and  goodwill.'' 

Why  is  Merrill  so  touchy  about  th 
subject?  An  adverse  decision  coul 
harm  another  hotel-condominiun 
project  Merrill  is  marketing  near  Na 
pies,  Fla.  The  project,  known  as  Th 
Registry  Hotel  at  Pelican  Bay,  a  $9 
million  hotel  condo,  is  scheduled  t 
open  on  Dec.  1,  11  months  behin 
schedule.  Except  for  the  Registry  de 
veloper,  Shelter  Seagate  Corp.,  a  sub 
sidiary  of  Minneapolis-based  Can 


The  $90  million  Registry  Hotel  at  Pelican  Bay 

Eleven  months  behind  schedule,  and  a  future  based  on  optimistic  occupancy  goals. 


A  blocked  view  has  prompted  a  $245.  mil- 
lion lawsuit  against  one  hotel  while  rais- 
ing concerns  about  another. 

Tale  of 
two  hotels 


By  Kerry  Hannon 


Suppose  you  were  to  pay 
$171,000  for  a  condominium 
apartment  whose  greatest  ap- 
peal was  a  wonderful  view  of  the  Gulf 
of  Mexico.  But  suppose  that  not  long 
after  you  take  possession,  a  four-story 
town  house  with  a  rooftop  terrace 
springs  up  outside  your  window. 
Good-bye,  view.  Adding  insult  to  in- 
jury, the  new  structure  turns  out  to 


have  been  built  by  the  same  people 
who  built  your  condo. 

That's  what  has  happened  to  some 
97  owners  in  the  $50  million  Sandes- 
tin  Beach  Hilton,  a  Florida  hotel  con- 
dominium, and  they  aren't  taking  it 
quietly.  To  date,  37  investors  have 
joined  in  a  $245  million  lawsuit  in  a 
Tennessee  federal  court  against  the 
project's  Memphis-based  developers. 
They  are  Frank  Flautt  Jr.,  William 
Mann,  Wilton  Hill  and  Morton  Ol- 


THIS  COULD  BE  THE 
MOST  COMPREHENSIVE 
ROADSIDE  ASSISTANCE 
PLAN  EVER  DEVISED. 


If  you  own  a  Volvo  you 
are  now  eligible  for  a 
remarkable  plan  called 
"OnCalTSM 

This  program  is  offered 
free  of  charge  to  the 
owners  of  all  1987  and  1986 
Volvos. 

And  for  the  owners  of 
all  other  Volvos— no  matter  what  year- 
it's  available  for  a  nominal  fee.* 

For  a  period  of  three  years,  this  program 
entitles  Volvo  owners  to  everything  from  free 


roadside  assistance  or  towing 
to  reimbursement  for  food 
and  lodging  if  an  accident  or 
mechanical  failure  ever  hangs 
you  up  overnight.** 

With  a  car  as  reliable  as  a 
Volvo,  you  may  never  have  to 
find  out  how  good  our  emer- 
gency services  really  are. 
But  it's  nice  to  know  they're  there. 
It's  also  nice  to  know  that  one  car  company 
realizes  that  its  responsibility  to  you  as  a  car 
owner  doesn't  end  when  you  walk  out  the  door. 


THIS  IS  WHY  YOU 
MAY  NEVER  NEED  IT. 


VOLVO 

A  car  company  you  can  believe  in. 


SM  "()n  Call"  is  a  service  mark  of  Volvo  North  America  Corporation,  and  is  offered  in  cooperation  with  the  Amoco  Motor  Club.  *Your  local  Volvo  Dealer  can  toll  you  about  the 
many  valuable  features  of  the  On  Call  Plan  as  well  as  any  limitations  or  restrictions  that  may  apply.  California  residents  who  own  198^  and  older  Volvos  are  not  eligible  for  the  plan 
'  *l  nod  ,ind  lodging  reimbursement  not  available  lo  residents  of  New  York  State.  ©  IMXb  Volvo  North  America  Corporation 


A  GOOD  TRADER  KNOWS 
MACRO-ECONOMICS,  FED  WATCHING, 
I      SPREAD  ANALYSIS  AND 
ifflO'S  GOING  TO  BE  MVP  NEXT  YEAR. 


While  it's  important  to  know 
f|  how  technologies  and  world 
I  markets  have  changed  trading 
techniques,  one  aspect  of  trading 
either  securities  or  centerflelders 
will  never  change. 

Performance  is  still  the  name 
of  the  game,  and  insight  and 
timing  are  still  everything  to  a 
good  trader. 

What  has  changed  is  the  way 
the  markets  are  linked.  Interest 
rates  are  now  affected  by  every- 
thing from  farm  prices  to  world 
politics.  There  are  more  financial 
instruments  than  ever  before. 
More  corporations  have  inter- 
national operations.  And  nobody 
has  to  tell  you  what  computers 
have  done  for  the  securities 
business. 

As  a  result,  hedging  strategies 
have  changed.  Now  a  trader's  posi- 
tion might  be  determined  by  the 
movements  of  several  markets  at 
once.  Tb  be  responsive,  every 


trader  has  to  follow  every  security 
in  every  part  of  the  world. 

All  that  information  pours  into 
an  investment  firm  at  a  phenom- 
enal rate.  When  all  is  said  and 
done,  the  trick  is  to  know  what  to 
do  with  it.  Good  information  is 
worthless  if  it  doesn't  get  to  the 
right  people  when  it  can  do  them 
some  good. 

That's  why  the  people  working 
at  Drexel  Burnham  are  also 
linked.  By  communication  with 
each  other,  at  all  levels.  Because 
committees  can't  make  snap 
trading  decisions.  Individuals, 
on  the  other  hand,  make  them  all 
day  long. 

Which  brings  us  back  to  per- 
formance and  insight  and  timing. 

The  kind  of  trading  fundamen- 
tals that  always  came  in  handy  in 
the  schoolyard. 

Drexel  Burnham 

Helping  People  Manage  Change 


Give  them  something  to 
remember  you  by 


Gift  Certificates  at  The  Leading  Hotels  of  the  World 

Now,  you  can  purchase  Gift  Certificates  which  are  welcomed  at  the  200  Leading  Hotels  of 
the  World  -  for  your  traveling  fnends,  relatives  and  business  associates  With  a 
Leading  Hotels  Gift  Certificate  you  give  them  your  personalized  gift  before  they  leave  - 
something  to  remember  you  by  when  they  arrive 

Buy  Gift  Certificates  in  S25  and  S100  denominations  so  your  friends  can  purchase  meals 
in  our  hotel  restaurants,  cocktails,  wine  and  champagne,  or  any  room  service  menu  item. 
Gift  certificates  also  may  be  used  to  pay  for  room  accommodations. 

So  remember,  buy  your  fnends  Leading  Hotels  Gift  Certificates  before  they  depart  on  their 
next  tnp  They'll  have  something  to  remember  you  by  when  they  amve 

For  orders  and  additional  information  telephone:  , — ■  Tj^rw*- 

800-223-6800;  from  N  Y  State  call  (212)  838-3110  collect. 

Certified  checks,  money  orders  and  credit  card  orders  accepted  Sioo*  | 

Allow  4  -  6  weeks  deliver)7  for  orders  paid  by  personal  checks. 
Or  bv  mail  The  Leading  Hotels  of  the  World,  Gift  Certificate, 
PO  Box  2867,  Grand  Central  Station.  N.Y.,  N  Y.  10163.  U.S.A. 


readin^HotelsofthdWorlds 


Toshiba  introduces  Digital  Video. 
In  five  years  everybody  will  have  it. 


The  only  way  to  understand  Digital  Video  is  to  see  it.  And  the  only 
way  to  see  it  is  with  Toshiba's  incredible  new  video  system.  It  includes 
the  world's  first  digital  VCR  and  the  world's  first  525-line  digital  TV.  Find 

out  what  Digital  Video  is  all  about,  soon. Or 
wait  a  few  years.  By  then  you'll  be  able  to 

see  it  everywhere. 


InTbuch  with  Tomorrow 

TOSHIBA 


Toshiba  Amenca.  inc  .  82  Totowa  Road.  Wayne.  NJ  07470 


American  Realty  Corp.,  all  the  pla 
ers  in  the  Registry  deal  are  basical 
the  same  as  those  in  the  Sandestii 
project.  Merrill  Lynch  is  marketini 
the  units;  Dominion  Financial  &.  In 
vestment  Corp.,  a  wholly  owned  suU 
sidiary  of  Dominion  Federal  Saving 
&  Loan,  is  signed  on  as  the  lead  lende 
for  mortgage  financing;  and,  one) 
again,  the  project's  presumed  finan 
cial  viability  rests  on  market  forecast 
prepared  by  Laventhol  cx  Horwath  (a 
"Turkey  of  the  year,"  Forbes,  Sgjj 
9,  1985). 

Any  investor  should  know  that 
market  study  needs  to  be  viewed  wit] 
caution.  After  all,  the  studies  are  pre 
pared  by  firms  hired  by  developers  t< 
attract  investors.  That  is  why  the  Fed 
eral  Home  Loan  Bank  Board  require 
its  member  savings  and  loans  to  ob 
tain  an  independent,  professional  ap 


Typically,  an  appraiser 
for  the  thrift  would 
review  the  earlier 
Laventhol  &  Horwath- 
based  appraisal  and 
approve  the  loan. 


praisal  of  the  fair  market  value  of  an 
property  on  which  a  thrift  plans  t< 
lend  money. 

So  how  did  Dominion  Federal  pre 
pare  its  appraisal:  By  using  a  third 
party,  independent  appraisal  thai 
was  itself  based  on  the  Laventhol  & 
Horwath  study.  A  summary  of  thai 
study,  incorporated  into  the  Merrit 
Lynch  offering  statement,  warns  thai 
its  market  projections  "may  not  bi 
referred  to  or  quoted  in  any  loan  o: 
other  agreement  or  document."  Yet 
notes  Barbara  Mullen,  a  mortgage  op 
erations  vice  president  at  Dominiot 
Federal,  typically  an  appraiser  for  th« 
thrift  would  review  the  earlier  La 
venthol-based  appraisal  and  approvt 
the  mortgage  loan. 

This  hardly  looks  like  investmeni 
packaging  at  its  best.  Laventhol  & 
Horwath,  having  been  hired  by  the 
developers,  produced  a  market  anal 
ysis  that  became  the  basis  for 
property  appraisal  on  the  Registry 
Hotel  project.  The  appraisal  in  turr 
became  the  basis  for  individual 
mortgage  loans. 

Concern  over  the  Sandestin  situa 
tion  has  prompted  a  number  of  inves 
tors  in  The  Registry  to  ask  for  theii 
money  back  on  that  project  as  well 
There's  no  evidence  that  the  newei 
project  is  as  seriously  flawed  as  the 
earlier  one,  but  you  can't  blame  peo 
pie  for  being  suspicious  when  they 
hear  about  what  happened  to  the  view 
at  Sandestm.  ■ 
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[s  The  Biggest  Risk  In  America 
Our  Court  System? 


The  world's  reinsurers 
link  it  is. 

They're  the  companies 
,iat  accept  part  of  an  insurance 
5k  in  return  for  part  of  the 
remium.  In  effect,  they  insure 
surers. 

Their  financial  backing 
i  tally  affects  both  the  cost  and 
nount  of  coverage  America's 
rimary  insurers  can  offer. 

In  England,  a  traditional 
ise  for  reinsurance,  companies 
e  turning  their  backs  on  U.S. 
ibility  coverage. 

On  the  Continent,  Euro- 
san  reinsurers  were  urged  at 
leir  annual  September  conven- 
3n  to  make  restrictions  on  U.S. 
ibility  coverage  even  tougher. 

Worldwide,  more  than 
inety  reinsurers  have  pulled 


out  -  either  partially  or  totally  - 
from  the  U.S.  marketplace  in  the 
past  two  years. 

What  is  driving  their  fears? 

"A  court  system  whose 
judges  can  effectively  rewrite  the 
cover,  a  legal  system  that  allows 
contingency  fees,  and  juries  that 
make  awards  that  frequently  bear 
little  relation  to  the  injury,"  replies 
one  London  observer. 

An  East  Coast  circuit  court 
judge  recently  complained  that 
his  district's  juries  are  so  notorious 
for  oversized  awards  that  attorneys 
across  the  country  seek  to  try 
their  cases  there. 

Reinsurers  maintain  that 
nothing  less  than  a  litigation  lot- 
tery is  going  on  in  this  country. 
Result:  municipalities,  businesses, 
and  essential  services  can't  get 


the  insurance  they  need. 

A  system  in  which  legiti- 
mate awards  can  be  turned  into 
excessive  rewards  clearly  penalizes 
society  at  large.  Particularly  when 
driven  by  what  former  Chief 
Justice  Warren  Burger  has  called 
America's  "almost  irrational  focus 
—  virtually  a  mania  -  on  litigation 
as  a  way  to  solve  all  problems." 

We  must  encourage  the 
lawmakers  now  working  on 
much  needed  reform. 

JOHNSON 
J&OIGGINS 

Coasultingon  a  lot  more  than  insurance. 


Numbers  Game 


Public  sector  accounting  has  never  been 
very  good.  The  Governmental  Accounting 
Standards  Board  could  make  it  worse. 


GASBing 

for  breath 


By  Laura  Saunders 


David  Lyons,  Rockefeller  Uni- 
versity's chief  business  officer, 
is  angry.  "For  over  100  years 
public  and  private  colleges  have  had 
common  accounting  principles,"  he 
rages.  "There's  no  reason  to  split 
them  up  now." 

Ronald  Kovener,  vice  president  of 
the  Healthcare   Financial  Manage- 
ment Association,  is  miffed,  too. 
"We  want  all  hospitals  to  be  han- 
died  in  a  consistent  manner,"  he 
rails.  "They  are  all  businesses  and 
should  be  treated  as  such." 

Lyons,  Kovener  and  thousands  of 
accountants  around  the  country  are 
upset  over  a  turf  fight  within  the  ever- 
expanding  world  of  accounting  rule 
writers.  The  battle  pits  supporters  of 
the  Financial  Accounting  Standards 
Board,  the  FASB,  against  those  of  its 
upstart  cousin,  the  Governmental  Ac- 
counting Standards  Board,  or  GASB. 
On  the  outcome  hinges  the  ability  of 
investors  and  taxpayers  to  compare 
financial  statements  issued  by  hospi- 
tals, universities  and  other  bond-issu- 
ing governmental  agencies. 

Since  1973  FASB  has  been  the  body 
primarily  responsible  for  setting  ac- 
counting standards  for  the  private  sec- 
tor. Nearly  ten  years  ago,  spurred  by 
the  near  bankruptcy  of  New  York 
City,  it  tried  to  extend  its  reach  to  the 
murky  world  of  municipal  and  state 
accounting.  But  the  prospect  of  living 
up  to  private  sector  rules  outraged 
many  municipal  officials.  Hence,  in 
1984,  a  compromise:  FASB's  parent, 
the  Financial  Accounting  Foundation 
FAF},  would  create  and  oversee  a  new 
proup  of  accounting  rule  writers,  the 


GASB.  GASB  now  has  a  budget  of  S 1 . 7 
million.  Its  overseer  is  Martin  Ives, 
58,  a  CPA  who  was  deputy  comptrol- 
ler of  New  York  State  (1963-76)  and 
New  York  City  (1976-83). 

GASB  was  empowered  from  the 
start  to  make  accounting  rules  for  all 
municipal  and  state  entities.  Opti- 
mists hoped  it  would  focus  on  assess- 
ment funds,  government  grants  and 
other  esoteric  issues  unique  to  the 
public  sector.  Instead,  GASB  is  exer- 
cising its  right  to  rule  on  all  transac- 
tions of  all  municipal  and  state  enti- 
ties, even  if  they  are  identical  to  those 
in  the  private  sector,  managed  well 
enough  under  FASB  standards. 

The  opportunities  for  confusion  art- 
vast.  Publicly  owned  hospitals,  for  ex- 
ample, will  likely  end  up  with  ac- 
counting standards — and  reported  fi- 
nancial results — very  different  from 
those  of  privately  owned,  not-for-prof- 
it hospitals.  Ditto  public  universities 
versus  private  ones.  Ditto  public  ver- 
sus private  utilities.  And  so  on.  Says 
FASB  staffer  James  Leisenring  of  the 


GASB-FASB  split:  "Certainly  the  t\ 
boards  looking  at  the  same  issue  wi) 
not  reach  the  same  conclusions." 

Cornell  University  Comptrolla 
John  Ostrom  has  reason  to  worry, 
Cornell  is  a  private  institution  and  I 
comes  under  FASB's  sway.  But  4  a 
Cornell's  13  colleges  and  schools  ar| 
partially  funded  by  the  State  of  Ne\i 
York  and  so  must  also  abide  bl 
GASB's  rules.  "Already  they  (the  pub 
licly  funded  colleges)  have  to  mak 
one  financial  report  to  Cornell  an< 
another  to  SUNY  (State  University  0 
New  York],"  Ostrom  notes.  As  GAS1 
rules  proliferate,  Ostrom  worries  thai 
"forcing  the  colleges  to  use  two  differ] 
ent  accounting  systems  could  compli 
cate  things  further." 

Municipal  bond  holders,  toa 
should  worry.  FASB  is  moving  towari 
requiring  private,  nonprofit  organizai 
tions  like  colleges  and  hospitals  ti| 
depreciate  some  of  their  property 
That  will  lead  to  more  realistic  finani 
cial  reporting.  But  GASB's  staffers  an 
said  to  believe  that  publicly  owned 
enterprises  needn't  worry  about  do 
preciation.  Without  it,  a  publicly 
owned  hospital  using  GASB  rulei 
would  tend  to  report  higher  earning} 
and  assets  than  a  private,  nonprofii 
hospital  using  FASB  standards.  S<| 
much  for  comparable  financials. 

How  does  GASB's  Ives  defend  this 
lack  of  comparability?  By  recitinj 
that  old  refrain  that  government! 
aren't  in  business  to  make  moneyi 
"Look,"  Ives  says,  "if  New  Yort 
F    City's  financial  report  were  pre| 

pared  like  General  Motors',  yoiJ 
wouldn't  be  able  to  understand  it."  Hi 
adds,  rhetorically,  "Do  you  reallj 
want  to  see  depreciation  of  the  Brook, 
lyn  Bridge?" 

But  Ives  may  be  in  a  minority.  Paui 
Pacter,  who  was  formerly  with  the 
FASB,  is  now  commissioner  of  fij 
nance  for  the  city  of  Stamford,  Conn 
Says  Pacter:  "The  similarities  be) 
tween  public  and  private  financial  ac- 
counting are  so  strong  that  I  don't 
think  there  should  be  very  many  re* 
porting  differences  at  all." 

The  FAF,  parent  to  both  FASB  anc 
GASB,  continues  to  review  whethei 
to  subject  similar  transactions  in  the 
public  and  private  sector  to  differeni 
accounting  rulemakers.  Powerful 
groups,  including  the  95,000-membei 
National  Association  of  Accountants 
(NAA),  want  GASB  to  be  reined  in.  Sc 
does  Robert  Anthony,  the  Harvard 
business  school's  emeritus  account- 
ing professor.  Growled  Anthony  to  a 
recent  NAA  meeting:  "The  account- 
ing profession  will  end  up  with 
black  eye  if  it  prescribes  different! 
standards  for  the  same  event."  ■ 


Meridian: 
Indispensible  in  charting 


YOUR  COURSE  TO  THE  TOP. 


The  Meridian  Collection:  18 K  gold  or  18 K  gold  and  steel! Quartz  movement.  Water  resistant. 


You're  on  the  way;  for  those  destined  to  achieve, 
Audemars  Piguet  has  created  The  Meridian  Col- 
lection. 

Inspired  by  the  ancient  mariners  and  their  deter- 
mination to  succeed,  this  spirited  collection  is 
designed  for  men  and  women  who  refuse  to  settle 
for  second  best. 

Sporty  yet  elegant,  the  Meridian  features  a  gently 
rounded  face  and  a  supple  bracelet  that  encircles 
the  wrist  with  comfort  and  ease. 

Only  Audemars  Piguet  could  fashion  a  watch  so 
enviably  thin,  so  smartly  conceived  and  make  it 
water  resistant. 

The  Meridian  Collection,  quartz  calendar  watches 
for  men  and  women  in  18  K  gold  or  18  K  gold  and 
steel;  just  one  more  reason  for  making  the  climb. 


Astrolabe,  16th  century. 


Meiais  Piguet 

Known  only  by  those  who  know. 
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Everyone  who  trave 


Presenting  the  IBM  PC  ConvertibL 


Now  there's  a  personal  computer  you  can  us< 
when  you're  in  the  off  ice.  And  when  you're  I 
The  IBM  PC  Convertible  can  change  fr 
desktop  computer  to  portable  at  the  drop  c 
iw^^  hat.  Because  it  works  with  both  a  detacl 
flip-up  screen  and  an  optional  monitj 
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iould  have  a  convertible 


■It  weighs  in  at  just  over  twelve  pounds, 
i  t  still  has  all  the  power  you'd  expect  from 
IBM  PC.  With  two  diskette  drives  and 
to  512KB  of  memory,  the  PC  Convertible 
1  run  many  of  the  most  popular  business 
•grams. 

It  works  like  other  IBM  PCs,  too.  Right 
*vn  to  the  full-size  keyboard  and  the 
■column,  25-line  display. 
\nd  even  when  you  add  options,  the 


PC  Convertible  is  easy  to  carry.  There's  a 
printer,  for  example,  that  snaps  on  the  back. 
And  a  modem  that  fits  neady  inside. 

So  pick  one  up.  Just  visit  an  Authorized 
IBM  PC  Dealer,  or  call  your  IBM  marketing 
representative.  And  be  sure  to  ask  about  the 
IBM  Credit  Card  and  Commercial  Lease 
plans.  For  the  name  of  a  store  near  you, 
call  1-800-447-4700.  In  Alaska,  call 
1-800-447-0890.  =====  = m 


Numbers  Game 


While  interest  rates  were  high,  accountants 
made  companies  report  huge  pension  plan 
surpluses.  And  now  that  rates  are  down? 

The  surplus 
vanishes 


By  Laura  Jereski 

If  Carl  Icahn  or  any  other  ac- 
quirer is  serious  about  USX,  he 
may  be  in  for  an  unpleasant  sur- 
prise. USX,  which  reported  nearly  $2 
billion  of  pension  fund  surplus  at  the 
end  of  1985,  now  says  the  surplus  has 
nearly  evaporated. 

Don't  blame  management  defenses. 
Blame  the  accountants,  specifically 
Statement  of  Financial  Accounting 
Standards  87.  Introduced  last  Decem- 
ber, the  new  pension  accounting  stan- 
dard forces  companies  to  mark  their 
pension  liabilities  to  a  market  rate  of 
interest.  As  interest  rates  have  fallen, 
from  around  9.5%  at  the  end  of  1985 
to  a  current  7.5%,  those  obligations 
have  gotten  more  expensive. 

But  wait.  Haven't  asset  values  also 
increased?  Yes,  but  they  have  not  in- 
creased by  enough  to  compensate  for 
the  increased  liabilities. 

The  key  here  is  a  statistical  con- 
cept— duration.  Duration  helps  deter- 
mine how  values  change  with  move- 
ments in  interest  rates.  Pension  plan 
liabilities  have  a  greater  duration  than 
plan  assets — so  much  so  that  a  1% 
decrease  in  the  interest  rate  typically 
will  boost  liabilities  by  10%  to  15% 
while  boosting  assets  by  no  more  than 
7%.  According  to  the  Employee  Bene- 
fit Research  Institute,  more  than  78% 
of  all  medium  and  large  companies 
have  overfunded  pension  plans.  But 
because  of  duration,  many  companies 
can  expect  surpluses  to  shrink  on  a 
relative  basis  and,  in  many  cases,  dis- 
appear, as  USX'  seems  to  have  done. 

Even  companies  that  terminated 
their  plans  in  order  to  get  at  the  sur- 
plus have  had  a  rude  shock.  Take 
UAL,  parent  of  United  Air  Lines.  In 


Jean  Francois  Allaux 


July  1985  it  planned  to  recapture  $932 
million.  By  the  time  UAL  went 
through  the  paces,  a  year  had  passed. 
The  surplus  had  fallen  so  much  that 
the  company  decided  not  to  terminate 
all  plans,  and  UAL  wound  up  recap- 
turing a  mere  $137  million  aftertax. 

AT&T  is  in  a  peculiar  position.  It 
adopted  SFAS  87  in  the  first  quarter  of 
1986.  Thanks  to  the  way  the  new  ac- 
counting rules  determine  the  pension 
expense  calculation,  AT&T  reported 
an  extra  $100  million  in  first-quarter 
net.  The  new  rules  also  required  the 
company  to  report  a  pension  surplus 
of  $9.1  billion.  That  has  since  been 
reduced  to  an  estimated  $7.4  billion, 
primarily  as  a  result  of  settling 
AT&T's  strike  last  summer  and  of  a 
drop  in  interest  rates,  but  it  still 
sounds  like  a  lot  of  money. 

So  AT&T  was  elated?  Michael  Gu- 
lotta  wasn't.  Gulotta,  president  and 
chief  actuary  of  AT&T's  Actuarial 


Sciences  Associates  subsidiary, 
thinks  the  pension  "surplus"  figures 
generated  by  SFAS  87  are  highly 
unreal.  The  rule,  he  notes,  tacitly  as- 
sumes that  the  reporting  company  is 
about  to  terminate  its  plan  and  dis- 
tribute the  surplus.  The  assumption 
is  made  for  convenience,  to  help  stan- 
dardize pension  plan  accounting.  But 
for  AT&T  and  other  going  concerns, 
that  assumption  is  clearly  nonsense. 
The  pension  plan  should  be  viewed  as 
a  fund  that  provides  assets  for  the 
future,  when  liabilities  already  pro- 
jected— but  not  yet  accounted  for — 
arise.  "You  can  become  hypnotized 
by  the  situation  today,"  Gulotta 
warns,  "and  conclude  that  the  plan! 
doesn't  need  to  be  funded." 

Worried  that  AT&T  management) 
would  use  the  huge,  but  unreal,  "sur- 
plus" as  an  excuse  to  slash  contribu- 
tions, Gulotta  recently  studied  the 
pension  fund's  projected  liabilities  I 
and  its  current  asset  mix  (30%  in 
bonds,  just  under  10%  in  real  estate, 
and  the  rest  in  equities).  First,  Gulotta 
assumed  that  for  the  next  five  years 
pension  assets  would  continue  to  ap- 
preciate at  about  10%  per  year.  Then 
he  projected  the  liabilities  the  compa- 
ny will  face,  absent  early  retirement 
announcements. 

The  findings  confirmed  Gulotta's 
caution.  If  inflation  were  to  creep  up 
between  2%  and  5%  every  year  and 
AT&T  offered  its  326,000  employees 
only  modest  raises,  says  Gulotta, 
there's  a  10%  chance  assets  would  fall 
short  of  liabilities  in  five  years.  And 
that's  if  the  plan  continued  funding  at 
$400  million  a  year.  Reduce  that  fund- 
ing, or  raise  the  inflation  assumption, 
or  lower  the  return  assumption — or 
do  all  three — and  the  likelihood  of  a 
deficit  rises  dramatically. 

"I've  got  a  50%  probability  that  my 
assets  will  be  a  lot  higher  than  my 
liabilities,"  frowns  Gulotta.  "But 
that's  a  flip  of  a  coin.  And  when  you 
are  funding  a  plan,  you  don't  do  it 
based  on  the  flip  of  a  coin." 

Gulotta's  colleagues  got  the  mes- 
sage. Although  funding  of  AT&T's 
plans  has  dropped  from  $657  million  a 
year,  it  is  still  running  at  a  very  strong 
$400  million  or  so  annual  clip. 

If  asset  returns  drop  to  early  1970s 
levels,  growing  only  5%  annually, 
while  interest  rates  keep  coming 
down,  Gulotta  notes,  most  compa- 
nies' plans  will  almost  surely  face  a 
funding  deficit  within  a  few  years. 
Gulotta's  advice:  Plan  ahead.  "If  more 
companies  looked  at  their  emerging 
liabilities,  based  on  reasonable  as- 
sumptions," he  says,  "they  would 
come  to  different  conclusions  about 
the  funding  status  of  their  plans."  ■ 
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om  Number  One  Wall  Street 


Bridging  securities  industry  gaps. 
At  Irving  Trust,  it's  customary. 

"A  number  of  banks  describe  themselves  as  'Wall  Street-wise'  in  filling  the 
needs  of  the  securities  industry.  But  none  offers  the  full  service  capabilities  and 
technological  advances  offered  by  Irving  Trust,'"  says  Truett  Allen,  Senior  Vice 
President,  seen  at  left. 

"That  includes  the  traditional  credit  and  operational  services  you'd  expect, 
plus  a  number  of  custom  and  innovative  services  that  respond  to  specific  or 
emerging  customer  needs,"  adds  Neal  Maher,  Senior  Vice  President,  seen  at 
right.  "Our  micro-based  capabilities,  which  link  a  customer's  PC  to  our  main- 
frame securities  and  funds  processing  systems,  are  just  one  example." 

Large  firm  or  small,  near  Wall  Street  or  not,  you  can  benefit  from  our  broad 
range  of  services.  We're  a  leader  in  ADRs  and  letters  of  credit.  A  major  force 
in  securities  lending.  And  we  have  the  integrated  facilities  to  provide  both 
routine  and  specialized  back-office  services. 

For  more  information,  write  or  call  us.  Irving  Trust,  One  Wall  Street,  New  York, 
NY  10015.  212/635-1160. 
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Trust 


Mercer  County,  Pa.  wants  Victor  Posner  to 
build  a  resource  recovery)  plant.  Does  the 
county  know  what  if s  getting  into? 


A  trashy  tale 


By  John  R.  Hayes 


T|  his  may  be  the  last  Victor 
Posner  story  you'll  ever  have  to 
read  in  Forbes.  But  we  can't 
promise  that,  for  even  when  we  think 
he's  down  for  the  count,  the  fellow 
does  keep  coming  back. 

In  Mercer  County,  Pa.  Posner's  fail- 
ing industrial  empire  is  the  largest 
local  employer.  Victor  Posner  Boule- 
vard is  the  main  drag  in  the  county's 
industrial  area.  On  the  west  side  of 
the  road  is  Sharon  Steel's  Victor 


sap 


Site  Jar  the  proposed  garbage  plant 
Will  it  be  $13.50  a  ton?  Or  $85? 


Posner  Works.  And  beyond  the  stec 
works'  main  gate  lies  the  proposei 
site  for  a  garbage-to-energy  plant- 
call  it  the  Victor  Posner  Cogeneratioi 
Facility. 

If  Mercer  County  is  lucky,  the  $21 
million  plant  won't  ever  get  financed 
Or  built.  The  Victor  Posner  trasl 
plant  is  one  of  those  ideas  that  cap 
tures  the  imagination  of  well-mean 
ing  folk  despite  evidence  that  the  vefl 
ture  doesn't  make  sense.  If  the  plan 
gets  built,  it  will  likely  be  a  garbage 
project  in  more  ways  than  one. 

There's  nothing  inherently  wronj 
with  burning  garbage  to  make  stean 
and  electricity.  There's  no  denyinj 
that  Mercer  faces  an  impending  gar 
bage  disposal  problem.  But  the  plant': 
economics  are  based  on  Sharon  Steel' 
buying  most  of  its  energy  output 
How  can  anyone  have  confidence  tha 
Sharon  Steel — which  has  even  ha< 
trouble  paying  its  utility  bills,  accord 
ing  to  Sharon's  local  paper,  The  Her 
aid — will  be  around  when  the  plan 
goes  into  service  in  1989? 

Sharon  Steel  is  in  dreadful  shape.  I 
defaulted  on  its  bonds  18  months  ag( 
and  has  warned  it  will  go  into  Chapte 
1 1  unless  holders  of  its  debt  accept  ai 
exchange  offer  that  has  been  extendec 
numerous  times  because  debtholde 
response  has  been  underwhelming 
Sharon  is  so  strapped  it  has  been  pay 


VICTOR  POSNER  sty 


Vie  main  gate  at  Sharon  Steel's  Victor  Posner  Works 

Now,  how  about  the  Victor  Posner  Cogeneration  Facility? 
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21  LOGICAL  REASONS 
TO  BUY  A  SAAB. 


In  each  of  us,  there  is  a  tough, 
cold,  logical  side  that  wants  to  have 
hard  facts,  data  and  empirical 
evidence  before  it  will  assent  to 
anything. 

So  when  your  impulsive, 
emotional  side  saw  the  exciting 
photograph  on  the  facing  page  and 
yelled  "Hey,  look  at  this!  |'  your  log- 
ical side  immediately  asked  to  see 
some  solid  and  relevant  information 
about  the  Saab. 

Here,  then,  are  some  of  the 
more  significant  hard  facts  about 
Saabs,  facts  that  make  a  strong 
logical  argument  in  favor  of  owning 
a  Saab: 

1)  Front-wheel  drive.  Once, 
Saab  was  one  of  the  few  cars  in  the 
U.S.  that  offered  this.  Since  then, 
most  other  carmakers  have  dis- 
covered the  superior  handling  and 
safety  of  front-wheel  drive  and  have 
followed  Saab's  lead. 


2)  Turbocharging.  More  power 
without  more  engine  displace- 
ment. Saab's  third  generation  of 
turbocharging,  incorporating  an 
intercooler  and  Saab's  Automatic 
Performance  Control  system,  is  still 
a  generation  or  two  ahead  of  any 
competition. 

3)  Four-valve  technology. 
Doubling  the  number  of  valves  per 
cylinder  improves  engine  efficiency 
enormously.  Yet  another  group  of 
manufacturers  is  beginning  to  line 
up  behind  Saab. 

4)  Advanced  ergonomics.  That's 
just  a  way  of  saying  that  all  instru- 
ments, controls  and  functional  ele- 
ments are  designed  so  that  they  will 
be  easy  and  natural  to  use.  A  legacy 
of  Saab's  aerospace  heritage.  Saab 

te  only  car  manufacturer  which 


also  builds  supersonic  military  jets. 

5)  Special  steel  underpanel.  The 
Saab's  smooth  underside  improves 
its  aerodynamics  and  helps  shed 
water  to  prevent  rust. 


60% 


6)  Balance.  60%  of  the  car's 
weight  is  borne  by  the  front  wheels, 
to  maintain  a  consistent  slight  un- 
dersteer  and  superior  traction. 

7)  Rustproofing.  A  16-step  pro- 
cess that's  designed  to  protect  the 
car  from  the  wetness  and  saltiness 
of  Sweden's  long  winters. 

8)  Climate  control.  Your  Saab 
is  going  to  be  comfortable  inside, 
whatever  is  happening  outside.  Air 
conditioning  is  standard  on  all  mod- 
els, and  effective  insulation  helps  to 
control  the  temperature  as  well  as 
the  noise  level  inside. 

9)  High  capacity  electrical  sys- 
tem. For  reliable  starts  in  subarctic 
cold. 

10)  Advanced  Sound  System. 
When  you're  in  the  Saab,  the 
AM/FM  cassette  system  sounds 
wonderful.  When  you  get  out,  it  can 
come  with  you,  to  provide  the  most 
theft  deterrent  possible. 


11)  One  of  the  world's  safest 
steering  wheels.  Heavily  padded 
and  designed  to  collapse  in  a  con- 
trolled manner  in  case  of  heavy 
impact. 

12)  Safety  cage  construction. 
Last  year,  the  U.  S.  Highway  Loss 
Data  Institute  ranked  the  safety  of 
cars  based  on  actual  damage  and 
injury  claims.  Saab  900's  were  safer 
than  any  other  midsize  sedans. 

13)  Fold-down  rear  seats.  This 


makes  Saab  the  only  performai 
sedan  in  the  world  that  can  pro! 
up  to  56  cubic  feet  of  cargo  spa 

14)  Large,  15-inch  wheels, 
permit  good  high-speed  contra 
a  very  comfortable  ride.  They 
permit  larger  disc  brakes  all  an 

15)  Price.  It's  modest,  par- 
ticularly when  you  see  it  againd 
comparable  Audi,  BMW,  Merc] 
or  Volvo  models. 

16)  Side-cornering  lights.  Tl 
show  you  what  you're  getting  iij 
when  you  signal  for  a  turn  at  n« 


17)  Front  seats.  Firmly  supi 
portive,  orthopedically  shaped 
adjustable  in  practically  every  c| 
mension  you  can  imagine.  Thej| 
even  heated. 

18)  Saab  dealers.  They're  al)| 
over  the  country,  waiting  to  hel| 
you  with  specially  trained  mech| 
and  comprehensive  stocks  of  Sa 
parts,  and. . . 

19)  Saab  accessories.  Thesel 
may  be  a  bit  too  much  fun  for  yd 
logical  side.  They  let  you  custoi 
your  Saab  with  factory-approve!! 
performance  wheels,  floor  mats! 
lights  and  so  on.  And  on.  And  oi| 

20)  Saab's  aircraft  heritage, 
first  Saab  automobile  was  desigl 
by  aircraft  engineers  who  estab 
lished  a  company  tradition  of  call 
fully  rethinking  problems  ratherl 
than  just  adopting  the  conventiq 
solution. 

21)  The  Saab  driving  experiel 
Best  expressed  on  the  facing  pal 


Tlie  most  intelligent  cars  ever  bidlt. 


NE  EMOTIONAL  REASON 


ing  up  to  30%  a  year  for  money  to  stay 
afloat  (Forbes,  July  16). 

Studies  for  the  garbage  plant,  how- 
ever, ignore  this  little  problem.  With- 
out steam  sales  to  Sharon,  the  plant 
makes  no  economic  sense:  It  would 
probably  have  to  charge  between  $45 
and  $85  a  ton  to  accept  garbage,  com- 
pared with  $4.50  to  $13  that  munici- 
palities in  the  area  pay  now.  (With 
steam  sales,  the  fee  would  run  a  pro- 
jected $13.50.)  Since  nobody  else  in 
the  county  can  use  the  steam,  it's 
Sharon  Steel  or  bust. 

Sharon  Steel,  for  its  part,  has  been 
very  supportive  of  the  garbage  plans. 
Why  not?  Sharon  stands  to  make  a 
few  dollars  providing  a  site  for  the 
plant.  And  how's  this  for  a  stunner: 
County  officials  have  been  very  recep- 
tive to  Sharon's  suggestion  of  a  devel- 
oper for  the  project — Pennsylvania 
Resource  Systems,  a  subsidiary  of 
Pennsylvania  Engineering  Corp., 
which  is  another  part  of  Posner's  rick- 
ety empire. 

Purists  objected  to  the  county's  let- 
ting the  contract  without  competing 
bids.  Posner's  relationship  with  Penn 
Engineering  helped  fuel  their  outrage. 
But  planning  commission  director 
Leslie  Spaulding  stands  firm  against 
such  criticism.  "The  only  relation- 
ship between  Sharon  Steel  and  Penn- 
sylvania Engineering,"  he  insists,  "is 
that  Posner  owns  20%  of  the  stock  of 
Pennsylvania  Engineering."  Spauld- 
ing misses  the  point.  Posner  may  not 
own  a  majority,  but  he  certainly  con- 
trols the  company. 

Posner  also  controls  Fischbach 
Corp.,  whose  Mercury  Co.  of  Nor- 
wood is  a  50-50  partner  in  the  project 
with  Penn  Engineering,  which  needs  a 
partner  because  it  can't  float  invest- 
ment-grade bonds  to  finance  the  proj- 
ect. As  guarantor,  Fischbach  might 
bring  a  degree  of  respectability  to  the 
garbage  dump.  Relatively  speaking, 
that  is:  Its  own  debt  is  currently  rated 
below  investment  grade. 

Opponents  of  the  trash  plant  even- 
tually forced  the  county  to  open  the 
project  for  bids,  but  that's  not  likely 
to  change  anything.  Only  seven  com- 
panies showed  up  for  the  prebid  con- 
ference, and  only  two  submitted  bids. 
"It  just  seemed  a  little  shaky  to  us," 
says  Richard  Cottom,  an  engineer 
with  Pittsburgh's  Energy  Systems  As- 
sociates. "We'll  let  Posner  build  it." 

The  only  competing  bid  comes 
from  Harbert/Triga  of  distant  Bir- 
mingham, Ala.  Informed  that  Posner 
controlled  the  steam  customer,  the 
competing  bidder  and  the  guarantor, 
Charlie  Miller,  Harbert's  proposal  co- 
ordinator, responded  with  a  long  and 
thoughtful  "Hmmmm."  ■ 


In  a  day  when  inflation  no  longer  hole 
terrors  for  most  people,  conservative  ol 
AIER  continues  to  preach  the  virtues  c 
hard-money  assets. 

The  view  from 
the  castle 


By  Peter  Brimelow 


Since  1946,  the  American  Insti- 
tute for  Economic  Research  has 
sternly  surveyed  the  naughty 
world  from  "The  Castle,"  a  spectacu- 
lar stone  pile  on  a  mountaintop  in 
Massachussetts'  rolling  Berkshire 
hills.  It's  actually  a  reproduction 
Cotswold  manor  house,  but  it  does 
have  its  own  generators  and  100  acres 
of  protecting  grounds  in  which  nine 
senior  members  of  AIER's  34-person 
garrison  have  their  homes. 

Strong  defenses  have  been  distinct- 


ly desirable  during  AIER's  turbule 
53-year  history.  It  has  withstood  pi 
tracted  sieges  from  both  the  SEC  ai 
the  IRS — to  say  nothing  of  the  pj 
longed  post- 1980  slide  in  its  invej 
ment  medium  of  choice:  gold. 

More  recently,  snug  in  its  isolatia 
it  has  benefited  from  the  gold  reborn 
and  from  a  successful  foray  into  Swi 
franc  and  deutsche  mark  bonds.  Ne 
ertheless,  although  it  thinks  inflati< 
is  coming  back — and  it  knows  the  e 
uity  market  is  near  record  highsi 
AIER  through  its  investment  an 
American  Investment  Services,  In 


AlS'John  Blodgett  under  E  C.  Harirood's portrait 

Hard-money  assets  will  in  the  long  run  outperform  the  dollar. 


i  r\r> 


There's  no  fat 
n  our  system  so 
there's  none 


in  our  onces. 


The  new  UPS  Next  Day 
etter  and  Next  Day  Air 
ire,  at  first  glance,  practi- 
identical  to  our  competi- 
overnight  envelopes. 
But  the  differences  are 
'  quite  substantial. 


You  see,  the  UPS  system 
operates  so  efficiently,  we  can 
deliver  our  Letter  and  Pak 
for  far  less  than  other  compa- 
nies charge. 

Yet  we  still  manage  to 
provide  you  with  services  no 


one  else  offers.  Such  as  over- 
night delivery  to  every  single 
address  in  the  48  states, 
Hawaii**  and  Puerto  Rico. 

So  if  you  would  like 
to  cut  the  fat  out  of  your  over- 
night shipping  expenses,  use 


ind  rate  **Service  to  Hawaii  tequires  one  additional  day  <&  United  Panel  Service  of  Amenta.  1983 


the  UPS  Next  Day  Air  Letter 
and  Pak. 

The  overnight 
reducing  plan  that 
really  works. 
We  run  the  tightest  ship  in 
the  shipping  business. 


ups 


THE  COMPANIES 
A  NETWORK  SMART  ENOUGH 


The  companies  of 
Ameritech  are  helping  you 
take  greater  control  over 
your  telecommunications 
services. 
Working  with  you,  we  can 
customize  our  fiber  optic  and 
digital  network  to  meet  your 
specific  needs. 

We  can  help  you  choose 
from  a  growing  range  of  digital 
services  that  transmit  voice  and 
data  with  amazing  speed, 
volume  and  accuracy.  You'll 
command  a  network  with  the 
intelligence  to  give  you  informa- 
tion about  its  use  and  cost.  Smart 
enough  to  give  you  what  are  vir- 
tually private  digital  lines  at  the 
lower  cost  of  shared  lines. 

Talk  to  our  Ameritech  Bell  com- 
panies of  Illinois,  Indiana,  Michigan, 
Ohio  and  Wisconsin.  They  have  the 
network  technologies,  the  combined 
resources  and  expert  people  close  at 
hand  to  provide  telecommunications 
systems  you  can  manage  and  rearrange 
as  needed. 

To  put  our  network  at  your  command, 
contact  any  of  our  Ameritech  Bell  com- 
panies. Or  phone  us:  1  800  562-2444. 


AMERICAN  INFORMATION  TECHNOLOGIES 


Helping  you  communicate. 


The  companies  of  Amentech: 
Illinois  Bell  Indiana  Bell  Michigan  Bell  Ohio  Bell  Wisconsin  Bell 
Amentech  Communications  Ameritech  Credit 
Applied  Data  Research  ■  Amentech  Development  Amentech  Publishing 
Amentech  Mobile  Communications 


<c>1986  Ameritech 


AIF.R  President  Rollo  Hand) 

To  the  denizens  of  The  Castle,  a  decade  is  a  relatively  short  time. 


has  just  begun  to  recommend  a  cau- 
tious return  to  U.S.  common  stocks, 
for  the  first  time  since  1971. 

Colonel  Edward  C.  Harwood,  a 
West  Point  engineer,  founded  AIER 
while  teaching  military  science  at 
MIT.  He  dominated  it  until  his  death 
at  the  age  of  80  six  years  ago  and  had 
some  considerable  claim  to  be  the 
first  goldbug. 

A  self-taught  free  market  econo- 
mist in  an  era  increasingly  dominated 
by  Keynes,  Harwood  focused  on  mon- 
ey, credit  creation  and  the  business 
cycle.  He  constructed  an  "Index  of 
Inflating"  according  to  his  own  defini- 
tion of  unsound  credit,  and  attracted 
attention  by  publishing  articles  pre- 
dicting both  the  1929  Crash  and  the 
post-World  War  II  boom.  In  1958  he 
began  advocating  gold-related  assets, 
arguing  that  the  monetary  system 
was  in  disequilibrium. 

AIER  is  a  tax-exempt  research  and 
education  entity.  It  holds  regular  sem- 
inars for  graduate  students  on  eco- 
nomics and  epistemology — the  tech- 
nical philosophy  of  how  things  come 
to  be  known,  which  the  polymathic 
Harwood  regarded  as  gravely  neglect- 
ed by  academic  economists. 

Helping  support  the  institution, 
some  5,600  Sustaining  Members  pay 
S48  a  year  and,  in  return,  receive  a 
steady  flow  of  erudite  publications 
varying  from  booklets  on  the  finan- 
cial implications  of  car  ownership  to 


commentaries  on  abstruse  theoretical 
points  like  ending  the  government's 
monopoly  of  legal  tender. 

Harwood  regarded  investment  ad- 
vice as  the  natural  corollary  of  eco- 
nomic research — "like  the  farm  that 
an  agricultural  college  operates,"  he 
once  said.  AIS,  a  wholly  owned  sub- 
sidiary of  AIER,  analyzes  clients'  fi- 
nancial positions  and  offers  detailed 
(but  nondiscretionary)  portfolio  ad- 
vice, and  publishes  a  10,600-circula- 
tion,  $42-a-year  Investment  Guide 

For  a  long  time  the  U.S.  govern- 
ment did  not,  on  the  whole,  approve 
of  the  advisory  arrangement  or  the 
investments  in  gold  Harwood  favored. 
Repeated  bouts  of  fierce  litigation  saw 
the  SEC  attempting  to  sell  out  Har- 
wood clients'  gold  holdings  on 
grounds  of  imprudence,  ironically  at 
the  bottom  of  the  1975-76  gold  price 
slump,  and  Harwood  successfully 
raising  defense  money  from  his  hard- 
money  supporters. 

AIER,  under  Dr.  Rollo  L.  Handy,  is 
now  legally  separated  from  its  adviso- 
ry arm,  AIS,  under  John  P.  Blodgett. 
And  an  SEC  spokesman  says  the  case 
is  closed. 

The  impact  of  the  intensely  conser- 
vative AIER/ AIS  investment  philoso- 
phy is  obvious  from  AIER's  own  RLI 
stock  fund,  a  part  of  its  endowment 
managed  by  AIS.  Mostly,  this  has 
been  fully  invested  in  gold  shares — 
with  results  that  are  hardly  impres- 


sive. Some  S34.5  million  entered 
fund  between  1969  and  1975;  its  vai 
peaked  at  SI  12  million  in  mid- 19 
fell  to  S43  million  in  November  IS 
and  rebounded  to  a  recent  S65.8  n 
lion,  partly  because  of  the  redepl 
ment  out  of  South  Africa  into  bon 
now  46%  of  the  portfolio. 

If  this  seems  a  mediocre  return  l 
decade  when  the  stock  market  1 
gone  up  well  over  200%,  remem 
that  a  decade  is  a  relatively  short  p« 
od  the  way  AIS  tends  to  think.  "1 
people  who  bought  sovereigns  with 
at  S10  to  S12  are  happy,"  says  Bl" 
gett.  That  was  in  the  late  Sixties  wh 
gold  was  S35  an  ounce.  He  conced 
"The  [clients]  who  came  in  in  1 980- 
are  still  feeling  the  pinch." 

AIS'  decision  to  reenter  comm 
stocks  is  a  limited  one.  It's  doing 
with  only  15%  to  20%  of  assets,  a 
only  in  conservative  Big  Board  issi 
with  strong  underlying  fundaments 
The  shift  was  based  on  the  percepti 
that  investors'  valuation  of  compa 
earnings  was  pushing  P/E  ratios  i 
ward — as  in  the  1960s — and  that  t 
movement  still  had  a  way  to  go.  St; 
ing  with  big,  conservative  issues  is 
line  with  AIS'  fundamentally  cons 
vative  approach.  Beyond  all  this,  Bk 
gett  continues  to  subscribe  to  t 
AIER  view  that,  despite  a  few  years 
mild  prosperity  helped  by  the  tax  b. 
hard-money  assets  will  in  the  la 
run  outperform  the  dollar.  ■ 


Most  life  insurance  policies 
are  not  designed  to  benefit  the 
person  who  pays  for  them. 

They  either  offer  a  very 
modest  investment  plan,  or  no 
investment  plan  at  all. 

So  that  for  many  of  us,  that 
old  quip  about  being  worth  more 
dead  than  alive  is  all  too  true. 

Introducing  Incentive  Life,™ 
a  new  approach  to  life  insurance. 

With  Incentive  Life,  life 
insurance  is  combined  with  a 
cash  accumulation  program 
(the  same  kind  of  program  that's 
produced  a  14.3%  *  return  on  its 
common  stock  portfolio  for  the 
last  ten  years). 

5  Investment  Options. 

We  offer  a  choice  of  five 
investment  options,  so  you  invest 
your  net  premium  dollars  as 
conservatively  or  aggressively  as 
you  wish. 

See  Your  Equitable  Agent. 

And  of  course  Incentive  Life 
is  offered  by  your  Equitable  agent, 
a  thoroughly  trained  professional. 

Call  today. 

Or  mail  in  this  coupon.  And 
The  Equitable  will  show  you  how 
to  make  everybody's  dreams  come 
true—  including  yours. 

*  14.3%  =  effective  annual  net  return  ending  12/1/85  of 
Common  Stock  Portfolio  underlying  Incentive  Life,  Insur 
ance  related  expenses  and  deductions  from  premiums 
are  not  reflected.  For  instance,  if  Incentive  life  had  been 
available  10  years  ago  and  a  25- vear- old.  nonsmoking 
man  bad  paui  $850 per  year for  a  $100.000 1  ariable 
death  benefit  policy,  his  death  benefit  would  now  be 
$115,678  and  his  cash  value  would  now  be  $15,678. 


Send  me  more  complete  informa- 
tion about  Incentive  Life™  and  a 
Prospectus  detailing  charges  and 
expenses.  I'll  read  the  Prospectus 
carefully  before  purchasing  a  pol- 
icy or  sending  money.  I  understand 
there  is  no  obligation. 

Name  


Address. 


City. 


.  State  . 


.Zip. 


Telephone  

theJEQUITABLE 

Equitable  Variable  Life  Insurance  Company. 
NY.  NY.  a  wholly- owned  subsidiary  of 
The  Equitable  Available  by  prospectus  Read  it  carefully 
before  you  invest  Not  available  m  all  slates. 

Equitable  Variable  Life  Insurance  Company 
Incentive  Life  Marketing 
135  West  50th  Street.  Area  6] New  York.  NY  10020 


It  galls  Fred  Hartley  that  he  must  use  Uno- 
cal's money  to  reduce  debt  rather  than  to 
build  reserves,  but  Unocal  looks  every  inch 
a  survivor  in  the  oil  industry  shakeout. 

It's  not 
as  much  fun 


By  John  Heins 

T|  he  big  laugh  that  came  out  of 
it  all,"  says  Fred  Hartley,  Uno- 
cal Corp.'s  battle-scarred  69- 
year-old  chairman,  remembering  his 
brawl  with  T.  Boone  Pickens  last  year, 
"was  [first]  to  hear  the  'experts'  say 
that  the  thing  wrong  with  Unocal  was 
that  it  had  too  much  equity.  (Now) 
these  same  goons  in  the  financial 
world  say  that  the  thing  wrong  with 
Unocal  is  that  it's  got  too  much  debt." 

In  fighting  Pickens'  takeover  raid  in 
April  1985  Hartley  saddled  his  Los 
Angeles-based  oil  company  with  $4.4 
billion  of  added  debt,  pushing  its  debt 
ratio  from  18%  to  over  75%  of  total 
capital,  now  roughly  double  the  in- 
dustry average.  Some  people  say  that 
to  survive,  Unocal  must  sell  oil  and 
gas  reserves  to  pay  down  this  debt. 
That's  what  Phillips  Petroleum  has 
done,  as  has  Chevron,  which  bor- 
rowed heavily  to  buy  Gulf.  Donald- 
son, Lufkin  &.  Jenrette's  top-rated  oil 
analyst,  Kurt  Wulff,  suggests  that 
Unocal  sell  its  refining  and  marketing 
operations,  the  largest  share  of  which 
are  in  California,  to  raise  some  $2 
billion  for  debt  reduction. 

Fred  Hartley,  blunt  as  usual,  dis- 
misses Wulff  as  "Pickens'  friend"  and 
asserts:  "We  have  no  sales  planned  for 
any  of  our  oil-producing  properties  or 
our  profitable  marketing  and  refining 
or  our  chemical  operations  or  our  geo- 
thermal  properties.  If  you  rush  into 
distressed  selling,  you  make  some 
pretty  big  mistakes." 

But  creditors  must  be  paid.  Says 
Hartley:  "Every  day  when  we  open  up 
the  building  here  we  first  write  a 
check  to  our  friendly  banks  and  pri- 
vate investors  for  $2  million."  To  get 
the  cash,  Unocal  has  cut  capital  and 
■-xploration  expenditures  this  year — 
:o  $900  million,  off  47%  from  1985. 


An  early  retirement  plan  for  1,100 
employees  will  save  about  $60  mil- 
lion a  year.  Unocal  will  also  save  $68 
million  in  contributions  to  its  over- 
funded  pension  plan  this  year.  And 
the  company  will  raise  about  $100 
million  this  year  by  selling  assets  that 
the  board  doesn't  consider  vital  to  the 
company.  That  includes  investments 
in  small  geothermal  energy,  chemi- 
cals and  asphalt  distribution  firms,  as 


Unocal  Corp.  's  Fred  Hartley 
Ignoring  the  "experts." 


well  as  real  estate.  Result:  Unocal's 
long-term  debt,  including  capitalized 
leases,  is  down  $500  million  from  the 
$5.9  billion  peak  in  October  1985. 
Monthly  pretax  interest  costs  of  $50 
million  are  down  to  $40  million. 
Hartley  plans  to  reduce  debt  at  $400 
million  a  year,  until  the  debt-to-capi- 
tal  ratio  hits  50%  by  the  early  1990s. 
He  sees  no  reason  to  take  debt  lower 
after  that.  Why  attract  another  raider? 


With  oil  prices  still  down,  Unoca 
net  income  this  year  should  fall  ne 
ly  60%,  to  around  $140  million,  $1. 
a  share,  on  sales  of  around  $8.2  \ 
lion.  Third-quarter  earnings  slid 
$22  million,  down  sharply  from  $ 
million  last  year  before  a  nonrecj 
ring  gain.  And  the  fourth  quarter  w 
look  bad,  too.  But  cash  flow  of  $| 
billion  to  $1.4  billion  will  easily  coi 
capital  spending  and  dividends,  wl 
the  rest  going  for  debt  reduction. 

Hartley  can  breathe  a  lot  easier  ru 
that  oil  prices  are  firming  again.  Hij 
er  marketing  and  refining  profits  ha 
helped  to  cushion  lower  oil  prices 
far,  but,  like  the  rest  of  the  industl 
Unocal  is  feeling  increased  compe 
tion  at  the  pump  these  days.  With 
production  costs  per  barrel  usual 
among  the  industry's  lowest,  accoi 
ing  to  Greenwich,  Conn.'s  John 
Herold,  Inc.,  price  increases  for  cm 
would  push  up  Unocal's  product! 
margins  faster  than  others'.  Any  rei 
in  natural  gas  prices  will  greatly  beu 
fit  Unocal  because  of  its  extensi 
natural  gas  reserves. 

Hartley  can  thank  Boone  Picke 
for  one  thing:  Takeover  rumors  j 
swirling  around  oil  stocks  again  nc 
that  prices  have  firmed  and  Carl  Icai 
is  stalking  USX  Corp.  for  its  oil.  B 
it's  unlikely  that  anyone  will  mak< 
run  at  Unocal  in  the  near  future.  Wi 
all  that  debt,  there's  no  way  a  raic 
could  pay  for  the  company  with 
own  assets.  As  part  of  last  yea 
truce,  Pickens  can't  purchase  Unoi 
shares  for  another  24  years.  A 
Drexel  Burnham,  which  is  to  tal| 
overs  what  General  Motors  once 
to  cars,  can't  finance  any  run  at  Ur 
cal  for  two  years.  Nor  are  Unoca 
shareholders  too  unhappy:  Siri 
OPEC's  first  temporary  product! 
accord  in  early  August  sent  oil  pne 
up  $3  to  $4  a  barrel,  Unocal  stock  h 
gone  up  35%. 

Hartley  and  his  team  now  feel 
cure  enough  that  they  cut  the  dii 
dend  from  30  cents  to  25  cents  a  sht 
in  order  to  conserve  cash.  They  al 
suspended  additional  payments 
stockholders  of  units  in  Unoca 
95% -owned  master  limited  partn 
ship,  Union  Exploration  Partners,  i 
Wall  Street  "goons"  notwithstandir 
Unocal  looks  like  a  survivor. 

What  bothers  Hartley  most  abc 
Unocal's  straitened  circumstances 
its  restraint  on  growth.  Unocal  on 
had  the  flexibility  to  invest  for  t 
long  term  because  of  its  strong  equ: 
base.  If  he  didn't  have  all  that  de 
Hartley,  and  Richard  Stegemeier,  I 
chief  operating  officer  since  the  stJ 
of  the  year,  could  be  picking  up 
serves  at  fire-sale  prices.  ■ 
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The  quiet  clicks  of  red  and  white 
chips  add  ii|)  to  a  roar  of  blue-chip  busi- 
ness at  American  casino  hotels  — over 
0  billion  in  ll)<SS  revenues.  And  more 
and  more  of  that  business  is  Bally  business. 

Bally  s  Atlantic  City  is  an  estab- 
lished leader— and  the  city's  most 
consistently  profitable  casino  hotel.  And 
the  former  MGM  Grand  Hotels  are  now 
Bally's  Las  Vegas  and  Rally's  Reno  casino 
hotels.  Which  makes  Bally  a  major  player 
in  those  major  markets. 

But  casino  hotels  are  just  one 
part  of  Bully's  strength  in  the  leisure 
business  category.  Which  should  come  as 
no  surprise  — because  Bally  created  i\w 
leisure  business  category.  Besides  casino 
hotels.  Bally  is  the  leader  in  four  other 
major  areas  of  the  category  —  public 
lottery  games,  gaming  equipment,  health 
and  fitness  centers,  and  amusement 
games  and  arcades.  And  no  one  can  match 
the  presence  of  Hally's  Six  Flags  in 
regional  theme  parks. 

Leisure  is  America's  most  exciting 
growth  industry  —  $15  billion  in  revenues 
last  year,  with  a  growth  rate  almost  seven 
times  the  GNP.  And  with  sales  of  over 
#1.6  billion,  Bally  is  a  growing  and 
diversified  leader  in  this  growing  industry. 

Because  wherever  America  spends 
its  leisure  time.  Bally  leads  the  way. 

For  more  information,  write 
William  H.  Peltier,  VP.  Corporate 
Communications,  8700  W.  Bryn  Mawr, 
Chicago.  IL  6()631.^*^|  /)*% 
Or  call  1-312-    /  IC^l/i/iM 
399-1300.  \J%jUXXAf® 
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It's  not  for  lack  of  trying  that  Ronald  Rea- 
gan cant  balance  the  federal  budget  or 
Margaret  Thatcher  cant  reduce  the  size  of 
the  British  government,  fames  Buchanan 
explains  their  dilemma. 

A  talk  with 
the  Nobel  laureate 


By  Howard  Banks 


America's  politicians  left  Capi- 
tol Hill  a  couple  weeks  ago, 
\  having  passed  an  out-of-con- 
trol  S576  billion  budget,  full  of  shabby 
compromises,  logrolling  and  old  pork 


in  new  barrels  that  they  hope  will  get 
them  reelected.  They  know  they  have 
overspent,  that  their  profligacy  will 
add  to  the  U.S.'  rampant  budget  defi- 
cit. They  scarcely  believe  their  fiction 
that  the  deficit  is  close  to  Gramm- 
Rudman-Holhngs  limits  of  SI 54  bil- 
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Nobel  Prize  winner  James  Buchanan 
Economics  101:  Politicians  are  not  angels. 


lion,  whereas  in  fact  it  is  around  S 
billion  and  rising. 

It's  a  similar  story  all  around 
globe.  Seven  years  in  office  and  IV 
garet  Thatcher  has  made  no  real  de 
in  the  share  of  the  national  inco 
spent  by  the  government.  Argent 
bureaucrats  frustrate  every  effort 
the  new  government  to  loosen  tl 
half  nelson  on  the  economy.  It  doe; 
seem  to  matter  whether  the  pol 
cians  are  from  western  democrat 
great  or  small  or  in  less-develq 
countries  run  by  tribal  chieftains 
thugs.  All  seem  chronically  unablfl 
balance  their  budgets. 

A  man  with  an  explanation  of  vj 
this  public  overspending  has  beoq 
chronic  and  seemingly  uncontrolla 
just  won  the  Nobel  Prize  for  econo 
ics:  lames  McGill  Buchanan,  67,  < 
nomics  professor  at  George  Ma 
University  in  Fairfax,  Va.  and  founl 
and  general  director  of  the  Center 
the  Study  of  Public  Choice. 

In  Buchanan's  words:  "Pul 
choice  can  best  be  summarized 
saying  it  takes  methods  and  appioa 
es  that  economists  have  traditions 
applied  to  the  private  sector  and 
tends  that  method  and  approachj 
the  political  sector  and  to  politics., 

It's  simple.  Like  business  people, 
says,  politicians  and  bureaucrats 
concerned  primarily  with  private 
terests,  not  public  interest.  So 
shouldn't  be  confident  that  govfl 
ment  will  protect  us  against  gre< 
private  interests,  because  it 
greedy  private  interests,  too.  Its  in 
est  is  in  enhancing  its  power,  prote 
ing  its  perks  and  getting  reelected 

Hence  the  deficits.  Elected  pol 
cians  enjoy  going  back  to  their  c 
stituents  and  saying:  I  voted  to  bt 
you  this  program  that  will  benefit 
here,  this  harbor,  or  we  cleaned  t 
river,  or  this  defense  program.  So  tl 
enjoy  voting  on  spending  prograi 
They  don't  enjoy  going  back  to  vot 
and  saying:  Look,  I  have  to  raise  y 
taxes.  So  there  is  a  proclivity  for  th 
to  create  deficits  unless  they  are  c 
strained  by  some  moral  or  consti 
tional  rule. 

A  commonsensical  theory? 
course.  Yet  his  ideas  are  more  sut 
and  complex  than  they  seem.  And 
a  result,  much  more  quietly  influ 
tial.  Not  surprisingly,  the  No 
award  for  such  homely  wisdom  \ 
mostly  greeted  with  sniggers  by  th 
mired  in  the  thinking  that  got 
world  into  this  overspending  mess 

How  does  Buchanan  feel  about 
the  sniping  at  him- 

"There's  no  telling  what  they 
been  saying  in  the  last  few  days,"1 
says  with  a  laugh,  in  accents  that  s 
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Canpur  on-line 
transaction  processor 

do  anything  else? 

A  lot  of  on-line  transaction  processors  just  can't  cut  it  if  you  need  them  to  do  other 
kinds  of  processing. 

Oh,  they  can  do  some  of  your  general  purpose  processing  work  when  push 
comes  to  shove. 

But  not  easily  and  not  efficiently.  That's  where  we  come  in. 

The  NCR  9800  was  built  to  be  an  excellent  on-line  transaction  processor, 
as  well  as  an  excellent  general  purpose  processor. 

How? 

Using  what  we  call  job-specific  modules. 

The  9800's  architecture  lets  you  configure  the  right  processors  to  do  the  job: 
either  application  processors  or  data  storage  processors. 

So  it  can  do  both,  transaction  and  general  purpose  processing,  more  efficiently. 
And  that  leaves  just  one  job  for  you: 
Calling  us.  We're  at  1-800-CALL-NCR. 


NCR9800.The  evolution 
of  the  mainframe. 


NCR 


smack  of  his  beginnings  in  Tennes- 
see. The  family,  of  Scotch-Irish  de- 
scent, was  locally  important  (his 
grandfather  was  a  one-term  state  gov- 
ernor for  the  Farmers  Alliance),  but 
lived  on  a  rundown  farm.  It  was  in  the 
Navy,  at  officers  school,  that  James 
Buchanan  learned  how  the  eastern  es- 
tablishment can  discriminate  against 
outsiders — and  he  remains  outside 
that  establishment  to  this  day. 

After  World  War  II  he  ended  up, 
almost  by  chance,  at  the  University  of 
Chicago's  graduate  economics  school. 
He  also  learned  German.  And,  again 
by  chance,  after  finishing  his  disserta- 
tion he  came  across  what  became  one 
of  the  planks  of  his  public  choice  the- 
ory. In  the  library  was  a  slim  volume 
of  the  1896  dissertation  of  Knut  Wick- 
sell,  a  Swedish  economist  known  for 
theoretical  work  on  such  matters  as 
monetary  policy  and  the  Juglar  cycle. 

"It  was  pure  luck,"  he  says.  "It  was 
in  German,  and  it  contained  a  section 
called  a  new  justice  in  taxation."  It 
said  that  to  achieve  reform  in  eco- 
nomic policy,  we  must  change  the 
rules  under  which  politicians  or  civil 
servants  operate.  Wicksell's  view  was 
that,  if  the  people  were  to  have  some 
guarantee  an  outlay  was  worth  mak- 
ing, then  the  tax  for  it  should  be  sub- 
jected to  a  straight  up-and-down  vote 
requiring  unanimous  approval  by  the 


politicians.  Each  item  should  be  ac- 
companied by  its  tax  proposal. 

That  appealed  to  Buchanan — not 
because  he  was  to  the  right  political- 
ly, but  because  he  was  antistate,  anti- 
government,  antiestablishment.  If  he 
occupies  a  conservative  position,  he 
came  to  it  by  way  of  good  old  Ameri- 
can populism. 

A  few  years  later,  in  1955-56,  he 
spent  a  year  in  Italy  on  a  Fulbnght 
grant.  This  gave  him  the  other  plank, 

"Keynesian  economics  has 
destroyed  the  constraint  on 
politicians' appetites  to 
spend  without  the  apparent 
necessity  to  tax." 

the  theory  of  public  debt,  that  led  to 
public  choice.  "I  suddenly  saw  the 
light.  Reading  the  classic  writers  on 
public  debt,  I  discovered  they  were 
absolutely  correct  and  the  orthodox 
Keynesian  writers  were  dead  wrong." 

It  is  just  what  the  ordinary  man  on 
the  street  has  always  known,  he  ex- 
plains. If  we  borrow,  we  have  to  pay  it 
back  later,  and  the  whole  purpose  of 
borrowing  is  to  postpone  payment. 
The  difference  with  public  borrowing 
is  that  the  burden  of  repayment  is 
shifted  onto  future  taxpayers. 

In  1936  Keynes,  with  his  General 


Theory  unwittingly  gave  politicians  £ 
green  light  to  spend  without  taxing) 
Keynes  recommended  the  course  tc 
get  out  of  the  Depression,  but  his  fol- 
lowers adopted  deficit  spending  be- 
cause it  suited  their  private  interests 
which  lay  in  delivering  goodies  to  the 
voters  without  making  voters  bea< 
the  pain  of  paying  for  them  directly. 

"Keynesian  economics  turned  the 
politicians  loose;  it  has  destroyed  th« 
effective  constraint  on  politicians'  on 
dinary  appetites  to  spend  and  spend 
without  the  apparent  necessity  tfl 
tax,"  Buchanan  wrote  in  1978. 

The  Depression,  with  its  near  break- 
down of  the  capitalist  system,  brought 
on  a  major  intellectual-pohtical-eco> 
nomic  turning  point.  Buchanan  say: 
we  are  at  a  similar  turning  point  today 
with  debt  mounting  to  the  crashing 
point.  People  recognized  that  the  sys-i 
tem  failed  them  in  the  1930s.  Today,- 
too,  people  can  see  that  there  is  politic 
cal  failure,  he  goes  on.  Politics  has 
overextended  itself.  Politicians  have 
tried  to  do  too  much,  and  one  result  is 
more  cynicism  and  skepticism- 
which  can  be  seen  in  the  mostly  lowei 
voter  turnout  at  elections. 

Buchanan:  "Public  choice  in  thiaj 
context  is  nothing  more  than  provid-j 
ing  an  intellectual  framework  fo| 
what  people  are  observing  anyway* 
I've  never  said  that  my  vision  of  polit- 


WE  LOOK  AT  YOUR  BUSINESS 
FROM  A  DIFFERENT  POINT  OF  VIEW. 


When  you're  in  the  business  of  making  a  product,  you 
shouldn't  have  to  worry  about  the  business  of  delivering  it . 

That's  where  Ryder  comes  in.  Literally.  We'll  look  at  your 
total  transportation  picture  and  help  you  design  a  system 
that  delivers  what  your  customers  need.  We'll  handle  the 


whole  thing:  vehicles  and  drivers,  routing,  administratr 
support,  even  operations  management.  But  it  will  be 
your  system,  under  your  control,  for  your  exclusive  use. 

It's  called  Ryder  Dedicated  Services.  And  it  lets  you  spc 
your  time  and  energy  running  your  own  business  witho 


\\:a\  structure  and  process  is  different 
|i-om  the  classic  views  going  back  to 
j  Ldam  Smith  or  Thomas  Jefferson. 
I  "The  difference  is  that  they  didn't 
■pell  it  out,  they  just  constructed 
Jjtieir  designs.  I've  written  it,  in  mod- 
ern language,  in  a  20th-century  con- 
text, that's  all,"  says  Buchanan. 
;  The  clearest  illustration  that  the 
I  eople  are  aware  of  the  problem  has 
k  een  the  rightward  swing  at  the  polls: 
i  he  election  of  Reagan  in  the  U.S., 
{"hatcher  in  the  U.K.  and  Kohl  in 
fVest  Germany.  But  these  politicians 
eem  unable  to  check  the  spending. 
I  "The  U.S.  budget  deficit  is  the  sim- 
plest, best  illustration  of  what  I'm 
r. riving  at,"  Buchanan  says.  "Politi- 
Idans  recognize  that  the  incentive 
E'tructure  is  wrong,  but  they  can  do 
i!iothing  about  it."  Too  often  they 
(nust  vote  to  get  votes,  not  in  the  best 
interest  of  the  country. 
!  What's  the  answer?  A  constitution- 
1.1  amendment  requiring  a  balanced 
Jmdget,  says  Buchanan.  Not  over- 
light — the  shock  would  be  too 
ibreat — but  phased  in  with  loopholes 
(requiring  a  big  Senate  majority)  to 
j:ope  with  war  or  national  emergency. 
I  Won't  Gramm-Rudman-Hollings 
}lo?  "I'm  ambivalent  on  that  because 
it's  only  legislative  and  took  attention 
iway  from  the  need  to  amend  the 
Constitution,"  he  says. 


What  that  constitutional  change 
would  do  is  provide  a  near-Wicksel- 
lian  guarantee  that  money  would  not 
be  spent  without  as  near  universal 
support  as  possible  in  a  democracy 
based  on  majority  vote.  You  want 
money  for  a  jobs-training  program? 
Fine.  Convince  people  the  spending  is 
necessary  and  explain  to  them  who 
exactly  is  going  to  pay  for  it.  And  if 
that  doesn't  work,  there  is  the  amend- 
ment against  deficit  spending  except 
in  times  of  war  or  the  like. 

What  Buchanan  wants  more  than 
anything  is  for  the  rules  to  be  simple 
and  for  political  alternatives  to  be 
spelled  out.  What  if  the  people  want 
to  spend  more  money  even  when  they 
know  what  it's  going  to  cost  in  tax- 
ation? That's  all  right. 

We  reminded  him  that,  at  the  last 
election,  people  voted  overwhelming- 
ly for  local  spending  bonds.  "That's 
okay,  provided  the  people  know  just 
what  they  are  doing." 

Buchanan  is  no  ideologue,  though 
his  views  reinforce  those  of  the  right 
wing  who  want  less  government  at 
any  price.  He  is,  for  instance,  fearful 
that  some  of  his  Chicago  colleagues 
have  gone  too  far  in  supporting  mar- 
ket theories  in  turning  a  blind  eye  to 
mergers  among  big  companies. 

He  calls  himself  a  philosophical  an- 
archist, meaning  that  the  overriding 


value  is  liberty.  In  this  he  goes  back  to 
Thomas  Hobbes,  John  Stuart  Mill, 
Friedrich  von  Hayek.  He  contrasts  lib- 
erty with  socialism,  where  people's 
freedom  is  subordinated  to  the  gov- 
ernment's right  to  decide  what  is  best 
for  everyone.  Government  is  accept- 
able to  limit  liberty  only  out  of  prag- 
matic necessity  that  "some  of  us  are 
not  prepared  to  behave  with  the  pre- 
cepts required  to  operate  without 
coercion,"  he  says.  Then  he  remem- 
bers it  was  James  Madison  who  once 
said  if  all  men  were  angels,  we 
wouldn't  need  a  government. 

Buchanan  will  likely  never  be  as 
famous  as  Keynes — as  skilled  a  publi- 
cist as  economist.  He  doesn't  write 
with  such  elegant  phrasing  or  in  as 
approachable  a  way  for  nonecono- 
mists.  Nor  does  he  court  his  own  pro- 
fession. He  says,  criticizing  many  of 
his  peers:  "I  don't  hide  behind  techni- 
calities to  make  it  appear  to  be  a  pure 
science.  There's  a  lot  of  fraud  foisted 
on  ordinary  people." 

His  vision  is  clear:  "America  was 
very  fortunate  in  that  it  had  outstand- 
ing founding  fathers."  Today's  politi- 
cians are  not  much  worse,  he  thinks, 
just  subject  to  fewer  constraints.  He 
wants  to  rewrite  the  rules  to  keep 
their  natural  excess  in  check.  Like  the 
rest  of  us,  politicians  are  not  angels. 
Hear,  hear!  ■ 


v'ing  to  run  a  transportation  business  on  the  side. 

t  already  works  for  Goodyear.  Dannon.  Ace  Hardware. 

nmons.  And  scores  of  other  U.S.  companies  whose 

iducts  range  from  muffler  parts  to  muffins. 

\nd  the  chances  are,  it  can  work  just  as  well  for  you. 


So,  if  your  business  depends  on  transportation,  have  a 
talk  with  your  Ryder  Dedicated  Services  representative. 
You'll  find  that  we  can  make  a  noticeable  difference. 


IS  RYDER.  THE  RIGHT  MOVE. 


©1986  Ryder  Truck  Rental  Inc 
A  Ryder  System  Company. 


"Disclosure,  "says  a  securities  cop,  "isa  total 
defense  against  fraud.  "Say  this  for  Denver's 
blind-pool  promoters,  they  do  disclose. 


Blind  pools 
leading  the  blind 


By  Marc  Beauchamp 


Steven  Leatherman,  of  Denver 
investment  bankers  Boettcher 
&  Co.,  Inc.,  swears  the  follow- 
ing story  is  true:  A  fellow  walked  in 
and  asked  for  financing  for  a  machine 
he  claimed  could  make  objects  invisi- 
ble. Someone  asked  to  see  the  ma- 
chine. Not  possible.  The  machine, 
too,  was  invisible. 

This  particular  promoter  didn't 
get  his  money,  but  money  has  been 
raised  for  plenty  of  other  invisible 
things  in  the  Denver  penny  stock 
market.  Maybe  things  aren't  quite 
as  wild  as  a  few  years  back,  but 
come  booms,  come  busts,  come 
regulatory  crackdowns,  Denver's 
penny  arcade  goes  right  on  separat- 
ing suckers  from  their  money. 

Some  of  the  old  names  and  faces 
are  gone.  J.  Daniel  Bell,  the  alterna- 
tive-energy-stock king,  managed  to 
liquidate  his  J.  Daniel  Bell  &  Co. 
before  the  regulators  closed  it 
down.  OTC  Net's  fuan  Carlos 
Schidlowski  declined  to  show  up 
late  last  month  to  begin  a  two-year 
prison  term  for  a  securities  and  tax 
violation  five  years  ago  and  is  now 
a  fugitive  from  justice. 

But  others  take  their  places.  "We 
are  as  busy  as  we  can  be,"  says  SEC 
Regional    Administrator  Robert 
Davenport.  The  number  of  new  se- 
curities filings  with  Davenport's  of- 
fice, after  falling  to  59  in  1982,  rose  to 
a  record  303  in  the  year  ended  Sept. 
30,  over  double  the  number  in  1985. 

What's  selling  in  these  post-energy, 
post-technology  days?  Blind  pools,  an 
exceptionally  scurrilous  security 
(Forbes,  Mar.  24).  Blind  pools  are  iust 
what  they  sound  like:  money  raised 
without  any  definite  purpose.  Pro- 
moters typically  raise  $50,000  to 
$200,000  by  selling  millions  of  penny 


shares  without  offering  any  business 
plan  except  to  "seek  to  participate  in 
or  acquire  a  business  opportunity." 

Well  over  half  the  filings — and  sev- 
en of  the  most  recent  ten — that  Dav- 
enport and  his  staff  are  poring  over  are 
blind  pools.  Typical  among  blind 
pools  is  Deerfield  Ventures,  Inc., 
which  aims  to  raise  up  to  SI 75,000  by 


Colorado  Securities  Commissioner  Griffin 
Waiting  until  "there's  no  more  money." 

selling  17.5  million  units  (one  share 
and  a  warrant)  at  a  penny  each.  Deer- 
field's  prospectus  says  the  money  will 
be  used  for  "administrative  expenses 
and  for  identifying,  evaluating  a  busi- 
ness opportunity  and  for  structuring 
and  completing  the  acquisition." 
Deerfield's  president,  Lawrence  An- 
derson, 36,  of  Englewood,  Colo.,  has 
sold  insurance,  as  well  as  the  import- 
ed balloon  vending  machines  found  in 
pizza  parlors  and  amusement  arcades. 


But  why  think  small?  Gin,  Inc, 
shooting  for  S750,000.  Its  presidenj 
Carlton  Okamoto,  40,  a  veteran 
several  Denver  penny  stock  firms, 
eluding  J.  Daniel  Bell  &.  Co.  The  p 
spectus  says  Okamoto  will  rece 
$4,000  a  month  for  devoting  60% 
his  time  to  the  venture's  stated  goai 
consulting,  limited  debt  financj 
and  taking  equity  positions  in  p 
spective  clients.  One  of  Gin's  dirt 
tors  is  Mark  Moldenhauer,  a  32-ya 
old  CPA  who  is  involved  in  at  la 
eight  blind  pools.  Only  two  of  th« 
pools  have  actually  made  an  acqu 
tion  and,  the  prospectus  notes,  "i 
book  value  of  the  shares  in  th* 
pools  has  declined  substantially." 

But  the  game  goes  on.  Under  Si 
rules,  blind  pools  are  fine  so  long 
the  prospectus  says  they  are  bli 
pools.  "If  you  disclose  that  you 
going  to  take  every  dollar  you  ra 
and  go  to  Grand  Cayman  Island  a 
never  be  heard  from  again,  it's  fj 
with  the  SEC,"  notes  Philip  Feig 
Colorado's  assistant  securities  ca 
missioner.  "Disclosure  is  a  total 
fense  against  fraud."  Even  if  the  d 
smells  bad  to  the  regulators,  Roi 
Griffin,  Colorado  securities  cq 
missioner,  usually  must  wait  uri 
someone  alleges  fraud.  Sadly,  G 
fin  notes,  "that  doesn't  happen  1 
til  there's  no  more  money." 

In  1984  Colorado  Goven 
Richard  Lamm  invested  $5,C 
with  Meyer  Blinder.  (Bhnde 
firm,  Blinder,  Robinson  &  0 
claims  to  be  the  nation's  larg 
penny  stock  broker.  Sixteen  stat 
notes  Feigin,  have  taken  discipl 
ary  or  enforcement  action  agaii 
the  firm.)  By  last  summer,  wfc 
the  relationship  came  to  light  af 
Lamm  recommended  Blinder  fa 
Nevada  casino  license,  Lamr 
stake  was  worth  S54,000.  Amc 
Blinder's  apparently  legal  trie 
was  selling  Lamm  stock  at  the  i 
tial  offering  price  after  the  sto 
had  already  begun  trading  w 
above  the  IPO  price. 

If  there  is  anything  encouragi 
about  this  tawdry  spectacle,  it 
this:  The  Denver-based  OTC  SU 
..  Journal's  index  of  low-pnc 
stocks  is  up  only  2 1  %  in  the  past  ye 
well  below  the  Dow  Jones  industru 
32%  gain.  A  probable  sign  that  inv 
tors  are  in  a  fairly  sober  mood  th« 
days.  "Normally,"  says  Norman  F 
back,  editor  of  Xeu-  Issues  newslett 
"with  the  Dow  up  so  much,  yoi 
expect  more  speculation  in  Denvei 
What  one  is  seeing  is  the  truth 
Abe  Lincoln's  admonition:  You  c 
fool  some  of  the  people  all  of  1 
time.  .  .  .  ■ 


The  coal  business  has  been  terrible,  but 
Westmoreland  is  having  an  excellent  year. 
Good  management  will  out. 

Ill  wind  blows 
some  good 


Westmoreland  Coal's  Ted  Leisenring 
Salvation  is  in  productivity. 


By  James  Cook 


T|  he  mid-1980s  has  been  a  rotten 
time  for  the  coal  industry.  Steel 
consumption  continues  to  de- 
cline, the  overseas  market  is  sluggish, 
and  low-priced  oil  and  gas  have  begun 
to  eat  into  coal's  utility  and  industrial 
markets.  But  Edward  B.  Leisenring, 
59,  the  tall,  patrician  boss  of  Philadel- 
phia's Westmoreland  Coal  Co.,  does 
not  look  worried.  For  Westmoreland 
1986  has  been  shaping  up  as  the  best 
year  in  nearly  a  decade.  Leisenring 
expects  Westmoreland  to  earn  some- 
thing like  S2  a  share,  nearly  twice  last 
year's  SI. 24  and  the  highest  since 
1977.  That's  a  far  cry  from  the  S2.62  a 
share  it  earned  back  in  1977,  but  it's 
also  an  index  of  how  far  Westmore- 
land has  come  in  adapting  to  the  dra- 
matic changes  in  the  coal  industry. 

Through  most  of  its  history,  West- 
moreland earned  its  bread  and  butter 
supplying  coal  to  the  steel  industry, 
but  when  steel  went  into  a  decline, 
Leisenring  had  to  move  quickly  to 


reorient  the  company  to  the  more 
promising  industrial  and  utility  mar- 
kets for  steam  coal.  The  result?  "In 
the  last  ten  years,"  Ted  Leisenring 
says,  "we  have  gone  from  about  75% 
metallurgical  coal,  mostly  for  export, 
and  25%  steam  coal,  to  just  the  oppo- 
site. We're  probably  up  to  85%  steam 
coal  now,  and  the  growth  has  come  in 
both  the  U.S.  and  the  export  market." 

Not  surprisingly,  Leisenring  has 
virtually  had  to  remake  the  company. 
Mines  that  are  economic  producing 
metallurgical  coal  at  S35  to  S40  a  ton 
are  no  longer  economic  when  they 
have  no  place  to  sell  but  the  utility 
market  at  prices  of  S24  to  S26  a  ton. 
So  Leisenring  has  been  closing  his 
high-cost  mines  and  looking  for  low- 
sulfur  steam  coal  properties  to  replace 
them.  At  the  same  time,  he  has  been 
pushing  hard  to  improve  productivity, 
partly  through  the  use  of  new  technol- 
ogy like  long-wall  and  supersection 
mining  and  partly  through  more  flexi- 
ble use  of  Westmoreland's  increasing- 
ly adaptable  labor  force.   "We  at- 


tempt," he  says,  "to  increase  our 
ductivity    and    efficiency  by 
compounded  every  year." 

That  drive  for  productivity  has  I 
Westmoreland's  salvation.  As  oil 
gas  prices  decline  and  more  and  ir 
excess  electrical  capacity  comes 
line  to  serve  a  sluggish  market,  W 
morcland's  utility  customers  1 
pressured  Westmoreland  to  rcneg 
ate  its  contracts — at  lower  prices 
lower  volumes  over  longer  period 

For  all  these  problems,  LeisenJ 
remains  optimistic  about  Westrm 
land's  prospects.  The  export  marki 
flat,  but  with  Poland  and  South  Af 
in  turmoil  and  with  labor  unresl 
Australia,  U.S.  coal  seems  one  of 
more  stable  sources  of  world  sup 
Leisenring  consolidated  his  posn 
in  the  export  market  a  few  years 
by  selling  a  20%  interest  in  the  c< 
pany  to  Germany's  Veba  A.G.  (a  j 
more  than  the  19.6%  the  Leisenri 
controlled  Penn  Virginia  Corp.  ha 
and  nailed  down  a  ten-year,  500,fl 
ton-a-year  commitment  to  supply 
ba's  German  utilities.  Early  this  3 
he  scored  another  hit  with  a  12-1 
lion-ton,  ten-year  contract  with 
ly's  Finsider  steel  group. 

In  the  U.S.  he  has  been  workinj 
extend    the    company's  marke1 
reach.  He  acquired  a  17.5%  interes 
S135  million  Dominion  Terminal 
sociates'  storage,  blending  and  h) 
speed  loading  facility  for  the  oven 
markets.  He  laid  out  Sll  milhot 
acquire  and  modernize  a  Ghent, 
operation  that  transloads  coal  fi 
railcars  to  barges  and  enables  Wi 
moreland's  sales  operation  to  tap  n 
kets  along  the  inland  waterways, 
East  Coast  and  the  Gulf  export  n 
kets.  Leisenring  expects  acid  rain 
lslation  from  Congress  next  year, 
that  doesn't  worry  him  much.  Tt 
are  something  like  43  billion  ton 
low-sulfur  coal  in  the  East,  incluc 
Westmoreland's  700-million-ton 
serves  that  can  help  the  utilities  n 
any  new  air  pollution  standards, 
senring  long  ago  shed  most  of 
high-sulfur  coal.  His  only  concen 
that  Congress  will  fail  to  perm: 
choice  between  scrubbers  and  c 
"Eastern  coals  are  closer  to  the  u 
ties  that  are  going  to  be  affected 
the  eastern  mines  will  benefit," 
senring  says. 

One  recent  study  concluded  t 
S10  oil  could  cost  coal  24%  of 
market — an  estimate  that  Leiseni 
doesn't  argue  with.  But  after  a  tnj 
Saudi  Arabia  last  month,  Leisennn 
betting  that  oil  isn't  going  back  to 
a  barrel.  The  Saudis  don't  want  tl 
So  he's  betting  the  oil  price  will  t 
up  around  SI 8  a  barrel.  ■ 


DICTAPHONE, 
THE  VOICE 
BUSINESS 


Introducing  Dictaphone's 
new  Connexions  "Voice 
Processing  System. 

Communicating  without  a  voice 
may  work  for  some.  But  it  doesn't  work  in 
business.  Dictaphone,  the  com 
pany  which  has  been  keeping 
business  talking  for  years, 
introduces  a  new  era  in  exec- 
utive communications.  The 
Connexions  voice  processing 
system. 

Connexions  combines 
telephony,  voice  recording  and  computer  intel- 
ligence, to  provide  a  new  dimension  in  voice 
processing.  It  answers  your  phone,  takes  and 
sends  messages,  looks  up  numbers,  dials  your 
calls  and  records  meetings.  And  it  even  takes 
dictation.  With  it,  you  can  practically  run  your 
entire  business  from  the  top  of  your  desk.  Even 
if  you're  not  there. 

Connexions.  See  it.  Hear  it.  Use  it.  It 
will  give  you  an  even  greater  voice  in  business. 

Tjo  learn  more  about  Connexions  from  Dictaphone  ■ 

|  calltoll-free:  -j -800-342-8439 

|  or  write:  Dictaphone  Corp  1 20  Old  Post  Road 
Rye,  N.Y.  10580-0648 

■  Name  

'  Title  Phone  

I  Company  

|  Address  

■  City  State  Zip  


■  DICTAPHONE*  and  Connexions'"  are  trademarks  of 
*  Dictaphone  Corp.,  Rye.  NY  ®1986  Dictaphone  Corp 
m  hb  an  —  ^ 

THE  VOICE 
Of  BUSINESS 


Hp  Dictaphone 

A  Pitney  Bowes  Company 


The  L  p  &  Comers 


Opportunities 


Think  running  illegals  across  the  bonier  is 
lucrative?  Wait  until  you  hear  how  Roger 
Walther  brings  in  European  baby-sitters. 

Contract  labor, 
au  pair  division 


By  Ellen  Paris 


WS  Henry  Kalm.  Roger  Waltber  and  au  pairs 
''This  will  snowball  as  more  girls  come  over, 


Damn  these  phony  immigrat 
laws! "  A  young  urban  work) 
mom  of  our  acquaintance  \ 
beside  herself.  "They  don't  protect ; 
American  jobs,  and  they  sure  as  a) 
thing  raise  my  cost  of  living." 

What  upsets  our  friend,  and  m-c 
millions  of  other  working  parents 
the  high  price  of  child-minding.  Ii 
not  uncommon  in  large  cities  to  j 
such  workers  imost  of  whom  are  i 
eign'  S300-plus  a  week,  plus  room  -<. 
board,  plus  Social  Security,  to  lc 
after  the  children  five  days  a  we 
That's  nearly  S20,000  a  year  in  art 
tax  dollars,  not  much  less  than  wj 
many  working  mothers  earn  wt 
they  reenter  the  work  force. 

But  what  about 
those  European  au  p 
girls  (and,  occasional 
boys)?  Most  au  pi 
will  gladly  work 
around  SI 00  a  we 
Social  Secun 
What's  Social  Seci 
ty?  And  among  trer 
young  parents,  au  pa 
go  nicely  with  BM 
and  weekend  houses 
On      that  nea 
S15,000-a-year  mar; 
a  nice  business  coi 
be  built — but  for  c 
problem.  Nearly  all 
thousands  of  au  pa 
in  the  U.S.  are  llle 
aliens.  They  enter  I 
country   on  three- 
six-month  tourist 
sas,    promise  not 
work,  do  so  anyhi 
and  hope  for  the  be 
When  a  Santa  Mon 
couple  sent  their  B 
gian  au  pair  home  fo 
week's  holiday,  U.S. 
ficials  in  Brussels 
fused  to  renew  her  vi 
sending    the  two-; 
couple  scrambling  fo 
decent  baby-sitter 
the  last  minute. 

Into  this  void  stric 
entrepreneur  Roj 
Walther.  For  four  ye; 
Walther,  now  50,  wa 
brand  manager 
Procter  &  Gamble. 
1965  he  quit  PisG  a 
started  American  Ins 
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NETWORKING 


tute  for  Foreign  Study,  which  is  head- 
quartered in  San  Francisco.  A  name 
with  eleemosynary  overtones,  AIFS  is 
in  fact  an  over-the-counter-traded 
company  that  earned  S1.3  million  last 
year  on  revenues  of  $38  million.  Mar- 
ket value:  $27  million,  23%  owned  by 
Walther. 

Through  AIFS,  Walther  runs  sum- 
mer tours  abroad  for  high  school  stu- 
dents, foreign  college  study  programs, 
family  trips  abroad  and  foreign  ex- 
change programs  for  students  wanting 
to  work  and  study  in  the  U.S.  AIFS 
also  owns  Richmond  College,  an  ac- 
credited college  in  London.  In  addi- 
tion, AIFS  is  in  the  process  of  acquir- 
ing ELS  Educational  Services,  whose 
language  centers  teach  English  as  a 
second  language  in  the  U.S.  and 
abroad. 

In  1985  Walther  had  another  idea. 
With  the  growth  of  two-career  fam- 
ilies, there  were  something  like  3,000 
au  pairs  working  illegally  in  Marin 
County,  north  of  San  Francisco.  Wal- 
ther began  wondering  if  he  could 
somehow  get  au  pairs  in  legally.  After 
lengthy  discussions,  the  U.S.  Informa- 
tion Agency  agreed  to  try  a  pilot  pro- 
gram under  which  AIFS  and  a  non- 
profit group,  Experiment  in  Interna- 
tional Living  ,  will  have  the  exclusive 
right  to  import  3,100  au  pairs  (AIFS' 
quota  is  1,600)  for  two  years  starting 
last  June.  The  au  pairs  will  be  given  a 
special  one-year  exchange  visitor  visa. 
If  the  pilot  program  works,  the  USIA 
will  consider  opening  the  market  to 
competing  businessmen  and  to  indi- 
vidual families  looking  for  their  own 
au  pairs. 

Walther  is  losing  no  time.  Early  in 
June  150  young  European  baby-sit- 
ters, the  first  of  AIFS'  new  au  pairs, 
showed  up  at  New  York  City's  Roose- 
velt Hotel  for  two  days  of  classes  on 
American  culture  and  how  to  be  the 
perfect  au  pair.  Then  it  was  on  to 
families  selected  by  Walther  and  Hen- 
ry Kahn,  another  P&G  alumnus,  who 
now  heads  AIFS'  au  pair  program.  By 
the  end  of  the  summer  500  au  pairs 
had  arrived  from  Europe;  the  rest  of 
AIFS'  1,600  quota  will  begin  arriving 
early  next  year. 

Walther  stresses  that  AIFS  pre- 
screens  the  au  pairs  and  the  U.S.  fam- 
ilies that  want  them.  AIFS  counselors 
conduct  lengthy  at-home  interviews 
with  the  potential  au  pairs  and  the 
host  families  before  accepting  them 
into  the  program.  AIFS'  au  pairs,  says 
Walther,  must  speak  reasonably  good 
English  and  like  kids.  A  driver's  li- 
cense is  a  plus,  particularly  in  Califor- 
nia. For  their  part  the  host  families 
must  furnish  references  from  employ- 
ers, banks,  ministers  and  friends,  and 


must  understand  that  the  au  pair  is 
more  a  family  member  than  a  paid 
servant.  AIFS  counselors  make  bi- 
weekly visits  while  the  girls  are  in  the 
U.S.  To  discourage  the  au  pairs  from 
fleeing  in  the  middle  of  the  night, 
leaving  the  host  families  in  the  lurch, 
AIFS  charges  them  a  $450  deposit, 
refundable  (without  interest)  at  the 
end  of  the  year. 

As  part  of  the  program's  cultural 
exchange  raison  d'etre,  the  au  pairs 
are  required  to  take  classes  at  a  local 
high  school  or  college. 

It  should  come  as  no  surprise  that 
Walther  has  raised  considerably  the 
price  of  au  pairs  and  could  make  a 
bundle  on  the  business.  Families  pay 
S2,600  to  AIFS  before  the  au  pair  ar- 
rives. In  addition  to  room  and  board, 
families  also  pay  $100  a  week  to  the 
au  pair.  Some  of  that  $2,600,  around 
$500  on  average,  pays  for  the  au  pair's 
transportation,  which  AIFS  often  pur- 
chases in  bulk.  Another  $1,000  or  so 
probably  covers  all  the  orientation, 
interviewing  and  home  visits,  as  well 
as  insurance. 


Add  it  up,  and  AIFS  probs 
clears  at  least  $1,100  a  head,  pre 
on  every  baby-sitter  it  imports.  r< 
business.  If  the  USIA  opens  the  n 
ket  in  two  years  (and  assuming 
competitive  pressure  on  feesl,  A 
rewards  could  be  enormous.  K 
says  AIFS  magazine  ads  have  aire 
generated  over  10,000  inquiries  it 
potential  host  families  since  IV 
and  adds  that  the  institute  has 
ceived  15,000  applications  fi 
would-be  au  pairs  all  over  Eur 
who  are  interested  in  coming  to 
U.S.  Predicts  Kahn:  "This  will  sn 
ball  as  more  girls  come  over 
more  families  become  involved."1 

It's  a  sure  bet  that,  given  the  opj 
tunity,  other  businessmen,  man) 
them  heavily  capitalized,  will  tr> 
move  into  au  pairs  as  they  have  ii 
other  areas  of  Walther's  busin 
Walther  and  Kahn  do  not  seem  ov< 
worried.  "We  have  watched  these 
guys  come  in,  our  knees  have  tr< 
bled,  but  we're  still  here."  And  s 
thinking  up  smart  new  market 
ideas.  ■ 


The  Up  &  Comers 


Stars 


If  you  think  children  s  shoes  sell  chiefly  c 
price,  you  dorit  know  much  about  1 
current  generation  of  affluent  paren. 
fohn  McPhee  knows. 

The  trend 
is  your  friend 


By  Burr  Leonard 


If  wage  rates  in  Caribbean  shoe 
factories  are  60  cents  an  hour,  and 
if  imported  shoes  are  pinching  off 
82%  of  the  U.S.  market,  how  is  it  that 
John  McPhee's  Jumping-Jacks  Shoes 
has  nearly  doubled  its  sales  (to  S42 
million)  since  1981?  How  has  this 
maker  of  children's  shoes,  with  head- 
quarters in  Monett,  Mo.  (pop.  6,5001, 
become  the  second-fastest-growing 
shoe  manufacturer  in  the  country, 


next  only  to  the  incredible  Reebok 
Simple:  by  knowing  its  busin» 
McPhee,  65,  is  a  tall  man  of  excell 
humor  and  exceptional  knowledge 
the  shoe  business,  to  which  he 
devoted  his  life.  His  fundamental 
sight:  that  in  shoes,  even  in  k 
shoes,  no  amount  of  cheap  labor  v 
win  over  style.  "Picking  up  the  tre 
is  the  important  thing,"  says  McPh 
"You've  got  to  get  that  feel." 

"We  know  that  the  saddle  oxfi 
will  repeat  itself  every  so  ofte 


ORIGINAL  BY  RAPHAEL. 
COPYBYSHARP 


This  is  an  unretouched  copy  made  by  Sharp's  new  full  color  desktop  copier. 


If  a  copier  can  recreate  color  nuances  of  a  16th  century  masterpiece,  think 
how  well  it  will  reproduce  layouts.  Designs.  Computergraphics.  Any  image  that 
helps  you  sell  your  ideas.  And  with  a  size  and  price  smaller  than  that 
of  any  other  full  color  copier,  it  makes  the  competition  look  positively 
medieval.  For  information  and  a  free  dem-  ^^ij  y% 
stration,  call  1-800-BE  SHARP  Or  write  to  Sharp  Electronics  Corp.,  ^"^B^^ 

arp  PlaZa,  Mahwah,  N  J  07430.  ©  1986  Sharp  Electronics  Corp  COME  SHARP  PRODUCTS'" 


Where 
should  you 
go  with 
your 

IRA? 


Go 
with  the 
winners. 


Twentieth  Century's  Select  Investors  and  Growth  Investors 
were  rated  the  #  1  and  #2  no-load  mutual  funds  in  the  coun- 
try by  Lipper  Analytical  Services  for  their  performance 
over  a  10-year  period  ending  June  30,  1986.  Each  of  the  two  funds 
reported  an  annual  compound  rate  of  return  of  28%  for  the  period.* 

Compare  this  winning  performance  to  the  return  you've  been 
getting  from  your  IRA.  Then,  if  you'd  like  to  consider  going 
with  the  winners,  just  call  or  write  Twentieth  Century  for  a  free 
prospectus.  Please  read  the  prospectus  carefully  before  investing. 

No-Load,  No-Minimum  Mutual  Funds 


Please  send  a  free  prospectus  to: 


Name  _ 


Address. 


City. 


State 


Zip_ 


PO.  Box  419200,  Kansas  City,  MO  64141-6200 


1-800-345-2021,  ext.  408 

'  Assumes  reinvestment  of  capital  gains  and  investment  income  distributions,  and  supplements  information 
found  in  the  current  annual  report.  This  rate  describes  past  performance,  and  is  not  a  projection  for  the  future. 


McPhee  continues.  "Choked-up  loo 
will  come  and  go.  Hand-sewn  loafe 
will  become  the  style  when  skirts  a 
the  single  biggest  thing  worn  by  woi 
en.  It's  kind  of  a  sense  of  awareness 

Jumping-Iacks'  biggest  sellers  a 
the  Jumping-Jacks  line,  which  reu 
at  $35  to  $40  a  pair;  followed  by  t 
Little  Capezio  line,  at  $40  to  $45;  ft 
lowed  by  Sundaes,  a  Taiwan  impa 
pneed  from  $20  to  $25. 

In  today's  affluent  market,  tl 
more  expensive  the  shoe,  the  better 
seems  to  sell.  Since  1980  sales 
lumping-Jacks'  Little  Capezio  shoj 
increased  fivefold,  to  about  $17  m 
lion  last  year.  Little  Capezios  retail 
about  $5  more  than  any  shoe  sold  1 
the  competition,  and  are  eager 
sought  by  the  new  breed  of  two-i 
come  families  with  more  money 
spend  on  fewer  children. 

It's  a  market  where  styling  ai 


"He  doesn't  get  involved  in 
analysis,"  says  U.S.  Shoe 
Chairman  Philip  Barach. 
"He's  a  Marine.  Say,  'John, 
hit  the  hill,'  and  he  says, 
'Let's  go.'  " 


trendiness  count,  not  price.  In 
spring  of  1985  McPhee  noticed  th 
girls  were  wearing  dresses  with  go 
and  silver  threads  running  throuj 
them.  Five  months  later  his  gold  ai 
silver  Little  Capezios  were  sellouts 

The  son  of  a  Santa  Rosa,  Calif.  sh< 
store  owner,  McPhee  fought  as  a  M 
rinc  in  the  Okinawa  campaign.  I 
wanted  to  be  a  lawyer  but  necd< 
money  to  support  a  growing  famil 
and  so  he  began  selling  shoes.  In  19" 
he  opened  a  children's  bootery 
Berkeley,  then  expanded  it  into  a  fiv 
store  chain  by  convincing  local  orth 
pedic  doctors  to  send  their  young  p 
tients  to  McPhee's  Bootenes  for  cc 
rective  shoes.  Six  years  later  he  so 
his  stores  and  joined  Philadelphi 
based  Edwards  Shoes,  then  a  wd 
known  children's  shoe  company. 

McPhee  joined  Edwards  in  hopes 
getting  in  early  on  an  expanding  cod 
pany  that  would  ultimately  go  publi 
But  Edwards  went  on  the  block 
1961.  McPhee  quit  to  work  for  U. 
Shoe  Corp.,  which  owned  Jumpini 
Jacks.  Early  on  he  realized  that  d 
mestic  shoemakers  could  never  corJ 
pete  on  price  against  the  Asians.  1 
1972  he  convinced  U.S.  Shoe  to  1 
him  import  a  relatively  well-mac 
line  of  children's  dress  shoes  from  J, 
pan.  But  Jumping-Jacks'  president 
the  time  disapproved — after  all, 
wasn't  his  idea — and  a  few  years  lat 
McPhee  was  fired,  amicably.  Withini 


YOU'VE  BEEN  BUYING 
OUR  PRODUCTS 


Ultra  21 


Vhobart7 


VULDin 


miLsonnRT 


WEST  BEND 


PRECOR 


NOW  YOU  CAN  BUY 
OUR  STOCK 

PREMARK 

INTERNATIONAL 

Growing,  Changing  And 
Now  Trading  On  The  NYSE  Under 
The  Symbol  PMI. 


For  information  contact:  Premark  Internationa],  Inc., 
221 1  Sanders  Road,  Northbrook,  Illinois  60062,  312-498-8000. 


a  one-centimeter  movement  of  the  earth's  crust 
can  sometimes  be  illuminating. 


Allied 
^Signal 

Technologies 


technology:  Bendix  laser 
ranging,  for  NASA's  laser  trac 
network,  beamed  from  earth  • 
satellite,  lasers  measure  earth 
crust  movements  as  little  as  or 
centimeter,  over  a  3,000  mile 
range,  from  Allied-Signal. 


iiefit:  helps  scientists  gather 
i  to  find  a  way  to  predict 
iral  disasters  such  as  earth- 
i;<es,  volcanic  eruptions,  and 
I  waves. 


future:  laser-ranging  observa- 
tions will  be  used  in  an  increasing 
number  of  countries  around  the 
world. 


Bendix  laser  ranging,  one  of 
Allied-Signal's  advanced 
technologies — focused  on 
aerospace,  electronics,  automotive 
products,  and  engineered  materials, 
for  facts,  call  1-800-243-8160. 


Jumping-Jacks' John  McPbee  and  friends 

If  they're  wearing  silver  dresses,  give  'em  silver  shoes. 


month  he  was  back  in  business  for 
himself,  importing  shoes.  His  biggest 
customer:  U.S.  Shoe's  Jumping-Jacks 

division. 

The  next  thing  we  know,  McPhee 
buys  the  Jumping-Jacks  line.  "We 
thought  maybe  John  could  save  Jump- 
ing-Jacks," U.S.  Shoe  Chairman  Phil- 
ip Barach  remembers.  "He  isn't  the 
kind  of  person  who  will  get  involved 
in  analysis.  He's  a  Marine.  Say,  'John, 
hit  the  hill,'  and  he  says,  'Let's  go.'  " 

So  McPhee  bought  Jumping-Jacks 
(whose  sales  were  stagnating  at 
around  S24  million)  for  S13  million  in 
1980.  McPhee  put  up  S200,000  and 


borrowed  the  rest.  A  mator  lender  was 
the  Bank  of  America,  whose  credit 
officers  had  worked  with  McPhee 
since  his  Berkeley  shoe  store  days. 
(So,  you  see,  not  all  of  BofA's  loans 
were  bad  loans.) 

In  its  fiscal  year  ended  Apr.  30, 
Jumping-Jacks  earned  SI. 2  million  on 
sales  of  S42  million.  "In  1981  we  had 
a  net  worth  of  S  14,000,"  says  McPhee 
with  considerable  pride.  "Today  we're 
worth  S10.5  million." 

From  his  base  in  Monett,  McPhee 
sends  his  designer  around  the  world  to 
look  for  what's  new.  Back  home,  an 
executive  staff  of  12  meets  twice  a 


month  in  Jumping-Jacks'  sh 
filled  "war  room"  to  figure  h 
the  trends  in  grown-up  sh 
might  translate  into  childr 
shoes.  This  time-consum) 
process  is  where  the  real  vahj 
added.  The  classy  Little  Capq 
line  gets  about  150  styles  i 
signed  for  each  of  its  fall,  h| 
day  and  spring  seasons, 
those,  about  30  will  be  approj 
for  production. 

Once  a  Little  Capezio  des) 
is  approved,  it  is  manufactui 
in  Jumping-Jacks'  Mori 
plant,  where  a  shoe  can  go  fr| 
the  drawing  board  to  a  box) 
less  than  three  months, 
lines  where  short  lead  tiij 
can  be  somewhat  less  lmfl 
tant,  McPhee  manufactures 
the  company's  plant  at  Pon 
Puerto  Rico.  Labor  costs:  56 
an  hour,  close  to  Monet 
S7.50  an  hour.  To  assure  hi 
self  a  source  of  low-cost 
good-quality  shoes,  McPhee 
September  opened  a  third  m 
ufactunng  facility  in  the  I 
minican  Republic,  where 
hourly  wage  is  60  cents. 

Jumping-Jacks  owns  22  ret 
outlets,  most  of  which  are  i 
der  the  names  of  Carlinsi 
Children's  Bootery  and  are 
cated  in  northern  Califon 
But  McPhee  says  he  gets  m) 
personal  satisfaction  produc 
for  young  independent  ope 
tors.  They  hustle  more. 

Two  years  ago  McPhee  s 
fered  a  disappointment;  vt 
hasn't  in  building  a  busini 
virtually  from  scratch-  He  pi 
fered  31%  of  Jumping-Jacks) 
the  public,  to  reduce  his  buy* 
debt.  The  timing  was  territ 
He  ran  into  the  collapsing  ne 
issue  market  of  1984  and  rai! 
only  S4  million  rather  than  i 
S10  million  he  wanted.  1 
stock  was  recently  trading 

  43/4  on  the  Amex,  below  its  l 

tial  offering  price  of  7  and  at  ten  tin 
expected  1986  earnings.  So,  for  nc 
he  will  have  to  depend  on  retair 
earnings  to  finance  growth. 

With  69%  of  the  stock  still  in 
vault  and  two  bright  children—  R< 
Mary  McPhee  Lobato,  38,  and  Johi 
McPhee,  23 — who  are  being  groorr 
to  take  over  when  he  retires,  McPl 
predicts  that  his  smallish  comps 
will  be  one  of  the  giants  of  the  si 
business.  In  pursuit  of  that  ambiti< 
McPhee  recently  branched  beyc 
children's  shoes,  buying  Bernardo 
line  of  expensive  women's  shoes  d 
accounts  for  10%  of  sales.  ■ 


Two  New  Investments 
With  Opportunity. 


ntroducing  two  new  investments 
,  vith  opportunity:  The  First  Trust 
S  Tax-Free  Bond  Fund,  a  profession- 
ally managed,  tax-free*  mutual 
und  from  the  investment  banking 
\rm  of  Clayton  Brown&Associates. 

'he  First  Trust  Tax-Free  Bond  Fund 

offers  you  the  flexibility  to  choose 
rom  two  investment  opportunities: 

NSURED  SERIES 

■\  "AAA'- rated"*  long-term,  tax-free 
nunicipal  bond  fund  for  the 
investor  seeking  high,  federally 
•ax-free  current  yields  with 
i  educed  risk. 

NCOME  SERIES 

A  long-term,  tax-free  municipal 
Dond  fund  for  the  investor  seeking 
nigher  federally  tax-free  current 
l/ields. 

•BOTH  SERIES  OFFER: 

Q  $1,000  Minimum  Investment 

□  Monthly  Dividend  Checks 

1  Zl  Liq U id ity(at  the  then  current  net  asset  value) 

WHAT'S  THE  FIRST  TRUST 
DIFFERENCE?     KNOW  HOW 

KNOW  HOW  that  means  a  staff  of 
professionals  who  are  committed 
to  getting  customers  quality 
performance  from  a  financial 
investment. 

Find  out  how  you  can  put  our 
KNOW  HOW  to  work  for  you.  Ask 
about  the  First  Trust  Tax-Free  Bond 
Fund.  Mail  the  coupon  or  call: 
1-800-621-4770 
(In  IL  1-800-325-9536) 

PERFORMANCE 
BACKED  BY 

KNOW 
HOW 


First  Trust 

TAX-FREE  BOND  FUND 


Please  send  me  more  com- 
plete information  about  the 
First  Trust  Tax-Free  Bond 
Fund,  including  a  free  pro- 
spectus listing  all  charges 
and  expenses.  (Read  the 
prospectus  carefully  before 
you  invest  or  forward 
funds). 


City 


Zip 


Home  Phone 


Business  Phone 


SFR1FPA111786 


CLAYTON  BROWN 
&  ASSOCIATES,  INC. 

Performance  Backed  By  Know  How 
First  Trust  Tax-Free  Bond 

Chicago       Dallas       Los  Angeles 


Member  SIPC 

110  N.  Franklin  St.,  Chicago,  IL  60606 


Milwaukee 


New  York 


Sarasota 


"Income  may  be  subject  to  state  and  local  taxes  The  AAA'  rating  results  from  insurance  relating  only  to 
the  bonds  in  the  portfolio  and  not  to  shares  of  the  Fund  The  insurance  does  not  remove  market  risk 
since  it  does  not  guarantee  the  market  value  of  the  Fund  shares,  which  will  fluctuate  with  changes  in 
market  conditions.  The  terms  of  the  insurance  are  more  fully  described  in  the  prospectus.  No  represen- 
tation is  made  as  to  the  insurer's  ability  to  meet  its  commitments.  This  advertisement  is  neither  an  offer 
to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities.  The  offering  is  made  only  by  the  pro- 
spectus and  only  in  those  states  where  shares  may  be  legally  offered. 


The  Up  &  Comers 


Strategy 


i  y )  Steloff  lacks  the  big  bucks  you  need  to 
compete  with  Hollywood's  giants.  But 
where  others  need  cash,  Steloff  thrives  on 
things  like  a  thinking  dolphin  and — be- 
lieve it  or  not — old  Soviet  films. 

When  the  enemy 
zigs,  zag! 


By  Alex  Ben  Block 


If  you  believe  Arthur  (Skip  for 
skipper'  Steloff,  Hollywood,  cur- 
rently riding  high  on  TV  revenues 
and  investment  glamour,  is  in 
for  a  rude  shock.  An  approach- 
ing wave  of  mergers  and  take- 
overs, he  feels,  will  soon  divide 
the  entertainment  business  into 
a  two-class  society:  large,  ag- 
gressive players  at  the  one  pole 
and,  at  the  other,  small  opera- 
tions. Warns  Steloff:  "I  honestly 
don't  think  the  middle-grade 
guys  are  going  to  be  around." 

Is  Steloff  forecasting  his  own 
demise?  Heritage  Entertain- 
ment— the  production  company 
of  which  Steloff  is  the  founder, 
chairman  and,  with  6.7%  of  the 
stock,  ranking  principal — is 
barely  medium  size.  It  will 
gross  around  S25  million  in  its 
fiscal  year  that  ends  Mar.  31. 

But,  having  identified  a  trend 
running  against  medium-size 
companies,  this  agile  operator 
doesn't  expect  to  be  swept  away 
by  it.  Before  coming  to  Holly- 
wood in  the  mid-1950s,  Steloff, 
now  62,  was  graduated  from  An- 
napolis and  served  as  a  lieuten- 
ant commander  in  the  Navy 
during  the  Korean  War.  To  him, 
surviving  in  Hollywood  is  like 
piloting  a  ship  through  hostile 
waters.  "When  the  enemy  is 
zigging,"  he  says,  sweeping  a 
weathered  hand  through  his 
bushy  white  mane,  "you'd  bet- 
ter be  zagging." 


While  the  big  entertainment  con- 
glomerates are  zigging,  Steloff  figures 
to  be  zagging.  He  got  started  in  Holly- 
wood selling  secondhand  TV  shows. 
He  formed  his  first  production  com- 


pany in  1959  and  produced  animal 
TV  versions  of  Laurel  and  Hardy  i 
low-budget  features  like  Moi  m%  i 
uet<.  In  1966  Steloff  sold  out  to  Mel 
media  for  "several  million  dollars 
all  of  which  he  says  he  blew  in 
stock  market  within  a  few  years,  (ij1 
children,  stock  markets  do  go  down 
well  as  up.) 

Broke  but  not  broken,  in  1969  !j 
loff  scraped  up  S280,OO0  to  mi 
Slxirk.  with  Burt  Reynolds.  He  :1 
took  Heritage  public  the  same  y 
and  proceeded  to  produce  and  acqu 
films,  gradually  building  a  library 
foreign  and  B-grade  films,  TV  mov 
and  old  series.  In  19?6  he  licensed 
library  to  a  distributor.  But  the  lice 
ee  bogged  down  in  fmancial  diffiq 
ties,  tying  up  Heritage  in  lawsuits 
til  1980.  Heritage's  stock,  S3  iadjud 
for  splits  I  when  the  company  w 
public  in  1969,  luffed  at  around 
share  through  most  of  the  1970s. 

But  over  the  past  52  weeks 
stock,  recently  listed  on  the  Ami 


Heritage  s  Riclxtrd  Grisar.  Gerald  Rappaport  and 
Surviving  in  Hollywood  is  like  steering  a  s 


Arthur  (Skip)  Steloff 

hip  through  hostile  waters. 


a.  Stock  Exchange,  has  jumped  from 
Bto  as  high  as  $12,  and  even  now 
Hies  at  around  $8  a  share.  Why  the 
■den  activity?  It's  Steloff's  zagging 
It  has  investors  excited. 
Btarting  in  1982,  Steloff  began  to 
insform  Heritage  from  a  backwater 
ijnpany  that  licensed  films  and  TV 
pes  to  others  into  a  production 
lise  that  is  rapidly  increasing  its 
Bput  of  product  for  both  TV  and  the 
vie  houses.  Over  the  last  year  Ste- 
has  also  begun  his  own  TV  distri- 
.  ion  division  and  set  up  a  unit  to 
■  'elop  inexpensive  features, 
.ast  spring  saw  Steloff  in  a  spectac- 
r  zag.  In  March  he  paid  $800,000 
■  rth  of  Heritage  stock  for  IFEX,  a 
I  w  York-based  film  importer  and 
borter  that  had  been  owned  by  mov- 
r  distribution  veteran  Gerald  Rappa- 
B't  and  his  wife,  Beulah. 
iiince  1973  IFEX  has  acted  as  agent 
a  the  Eastern  bloc  to  acquire  West- 
fk  programming.  IFEX  showcases 
\  stem  shows  each  spring  at  a  pri- 
l^:e  film  festival  in  London,  and  li- 
aises them  to  agencies  like  Sovex- 
hrt  Films  and  Mosfilm. 
!rhe  Comecon  countries  don't  have 
d;h  for  frivolities  like  movies,  so 
Icy  pay  with  goods,  including  mov- 
ii  and  TV  programming.  IFEX  must 

Irchase  programs  equal  in  cost  to 
e-quarter  of  whatever  the  Soviets 
int.  As  a  result,  IFEX  has  over  1,800 
iture  films  and  other  programs  from 
hind  the  Iron  Curtain  stacked  up  in 
Slew  York  City  warehouse.  Many 
ve  never  even  been  reviewed  for 
ssible  release. 

Most  of  it,  given  the  source,  is  gar- 
ge  that  you  couldn't  give  away  in  a 
e  society.  But,  along  with  a  lot 
boy-meets-tractor  room-emptiers, 
ere  are  art  house  classics  like  Closely 
uchcd  Trains,  produced  by  the 
:echs,  and  the  Soviet-made  Moscow 
>es  Not  Believe  In  Tears,  winner  of  a 
st  Foreign  Film  Oscar 
Steloff  recently  installed  a  market- 
g  team  at  IFEX  to  mine  the  library, 
is  selecting  films  to  subtitle,  dub, 
sdit  or  rescore,  the  point  being  to 
ake  them  more  acceptable  to  West- 
[i  tastes.  Steloff  says  IFEX  already 
s  100  ready  for  release,  primarily  on 
deocassette.  He  adds  that  each  film 
ould  produce  minimum  revenues  of 
5,000.  As  a  result,  IFEX'  contnbu- 
>n  to  Heritage's  revenue  should  be 
»  million  this  year. 
Heritage's  vice  president  of  admin- 
tration,  Richard  Grisar,  predicts  the 
>mpany's  revenues  will  increase 
om  $10.6  million  last  year  to  more 
lan  $25  million  this  year,  and  will 
cceed  $50  million  within  two  years. 
If  it  works,  that's  pretty  good  zag- 


ging. But  not  enough.  So  Heritage  has 
also  entered  a  joint  venture  with 
Warner  Books.  A  Heritage  employee 
based  in  New  York  comes  up  with 
story  ideas  and  then  commissions 
writers  to  execute  them.  Warner  gets 
the  literary  rights,  Heritage  the  movie 
and  TV  rights.  In  the  works:  a  drama- 
tization of  the  life  of  the  late  natural- 
ist Dian  Fossey,  who  lived  with  a  fam- 
ily of  gorillas  for  years. 

The  IFEX  connection  also  brought  a 
lucrative  agreement  with  Channel  4 
in  London,  the  youngest  of  England's 
commercial  TV  channels,  to  market 
Channel  4's  low-budget  movies  in 
North  and  South  America.  Through 
this  agreement,  Heritage  paid  only 
$50,000  for  the  U.S.  distribution 
rights  to  the  French  film  Vagabond. 
Steloff  quickly  relicensed  the  film — 
which  has  become  a  cult  hit — to  an- 
other company  and  expects  to  net 
more  than  $2  million  from  it  by  early 
next  year. 

Anything  to  turn  a  dollar  without 
using  huge  amounts  of  capital.  Exam- 


By  Ellen  Paris 

T|housands  of  college  students 
descended  on  Fort  Lauderdale 
for  their  annual  Easter  vacation 
sex  rites  last  spring.  Drooling  at  the 
prospect  of  all  these  prospective  cus- 
tomers, product  promoters  laid  out  a 
panoply  of  come-ons  and  free  sam- 
ples. There  were  the  usual  T  shirts. 
Beer.  Shampoo.  Soft  drinks.  Hats  and 
posters.  Which  sample  had  the  most 
takers?  None  of  the  above.  Not  sur- 
prisingly, given  the  nature  of  the  fes- 


ple:  The  Samuel  Goldwyn  Co.  is  pay- 
ing Heritage  a  minimum  of  $2.7  mil- 
lion over  the  next  nine  years  to  dis- 
tribute the  old  Flipper  TV  series. 
Heritage  recently  completed  a  low- 
budget  feature  made  up  of  clips  from 
this  series  about  a  brilliant  dolphin, 
and  will,  with  Goldwyn,  try  to  revive 
Flipper  as  a  TV  series.  In  another  case, 
Steloff  sold  off  the  classic  film  Stage- 
coach 20  years  ago,  but  retained  the 
right  to  use  the  title  again.  Sure 
enough,  last  year  Heritage  produced  a 
successful  TV  movie  of  the  same  title. 

Can  Steloff  keep  Heritage  zigging 
and  zagging  while  Hollywood's  big 
studios  zag  and  zig?  Why  not?  During 
an  interview,  Steloff  rushes  out  and 
returns  with  a  yellowing  poster  of  a 
trade  advertisement  he  ran  in  1971 
quoting  his  mentor,  the  late  Matty 
Fox.  Reads  the  ad:  "Good  pictures 
never  get  old.  And  tomorrow  there 
will  always  be  another  medium,  an- 
other audience.  Besides  which,  kid, 
you  can  always  borrow  against 
them." 


tivities,  the  most  coveted  sample  was 
Today,  a  contraceptive  sponge. 

The  pill  still  dominates  the  female 
contraceptive  market.  But  the  pill  re- 
quires a  prescription.  The  sponge,  de- 
veloped by  Irvine,  Calif.'s  VLI  Corp., 
doesn't.  Since  VLI  introduced  it  in 
1983,  the  sponge  has  won  28%  of  the 
$85  million  over-the-counter  female 
contraceptive  market,  where  it  is  now 
the  market  leader. 

Over  70  million  sponges  have  been 
sold,  at  around  $1  apiece. 

Turned  on?  Unhappily,  VLI's  finan- 


The  Up  &  Comers 


Fumbles 


The  sex  revelers  loved  the  product  in  Fort 
Lauderdale  last  spring,  but  can  VLI  Corp. 
learn  to  make  money  from  it? 


Cold  shower 


^Dunc  xini/c  mucd  n  muz; 


no 


VLI's  Bob  Elliott 

Selling  consumer  products  or  pharmaceuticals? 


Blake  Utile  Visages 


cials  will  turn  you  off.  Last  year  VLI 
lost  $1.4  million  on  sales  of  $16.7 
million,  and  lost  nearly  twice  as 
much  in  the  six  months  ended  June 
30.  Talk  about  an  investor's  cold 
shower:  After  going  public  at  13  in 
1983,  VLI  spurted  to  26  but  has  since 
wilted  to  a  recent  3. 

The  sponge  was  conceived  by  Dr. 
Bruce  Vorhauer  (Forbes,  July  4,  1983)- 
When  VLI  introduced  the  sponge, 
Vorhauer  relied  primarily  on  physi- 
cians to  recommend  the  product — an 
inexpensive  marketing  strategy. 

Unfortunately,  doubts  quickly 
arose  over  the  sponge's  true  effective- 
ness. Whereas  VLI  claims  the  sponge 
is  90%  effective  in  a  controlled  test 
situation  (vs.  the  pill's  98%  rate),  Dr. 
Louise  Tyrer,  of  Planned  Parenthood 
Federation  of  America,  claims  the 
failure  rate  among  women  actually 
using  the  sponge  in  the  first  year  is 
between  17%  and  24%,  implying  ef- 
fectiveness of  83%  or  less.  There  have 
also  been  problems  with  removing 
the  sponge  and  with  vaginal  infec- 
tions. Says  Los  Angeles  certified 
nurse  Judy  Bravard:  "It  (the  sponge] 
just  didn't  live  up  to  expectations." 

Worst  of  all,  news  of  toxic  shock 


syndrome  hit  the  stands  barely  six 
months  after  the  sponge  hit  the  drug- 
store shelves.  Suits  alleging  a  direct 
link  between  VLI's  sponge  and  the 
syndrome  quickly  followed.  The  alle- 
gations have  never  been  proved,  and 
most  of  the  suits  have  been  settled 
with  only  a  little  money  changing 
hands.  Still,  the  bad  press  damaged 
VLI's  credibility. 

"It  hurt  us  to  the  extent  that  we  had 
a  very  positive  image,  initially,  with 
the  professional  community,"  says 
VLI's  chief  executive,  Bob  Elliott. 
"After  the  toxic  shock  scare  hit,  doc- 
tors changed  their  attitudes  from  'try 
it'  to  'wait  and  see.'  " 

With  the  physicians  less  inclined  to 
recommend  the  sponge,  VLI's  market- 
ing strategy  required  a  fast  makeover. 
This  meant  heavy  consumer  advertis- 
ing directed  at  the  sponge's  potential 
customers:  18-to-34-year-old  women. 
In  1984  VLI  kicked  off  media  cam- 
paigns touting  such  benefits  as  spon- 
taneity, 24-hour  protection  and  ease 
of  purchase.  Cost  of  spreading  the 
message:  $6  million,  nearly  50%  of 
VLI's  1984  sales,  and  around  25%  of 
1985  sales. 

But  the  heavy  advertising  spending 


goes  on.  "We  have  to  b 
confidence,"    says  marke 
vice  president  Mary  Geo 
"This  is  not  a  product  that 
pie  run  out  and  buy  from 
one  ad,  like  shampoo." 

In  August  founder  Vorha 
who  holds  a  doctorate  in 
medical  engineering  and 
owns  about  6%  of  VLI's  st 
resigned  and  his  duties  v/i 
handed  over  to  Elliott. 

Elliott,  47,  joined  VLI  m  19 
after  spending  12  years  as  pre 
dent  of  a  small  medical  pn 
ucts  company.  "Vorhauer  wai 
little  bit  of  a  dreamer," 
James  McCamant,  editor  of 
Medical  Technology  Stock  Lett 
"Elliott  is  a  businessman.' 

In  an  attempt  at  some  gyne< 
logical  synergy,  Elliott  has 
signed  an  agreement  with  Ul 
lever  Pic,  under  which  VLI 
market  and  distribute  Unii 
ver's  at-home  pregnancy  testi 
kits  in  the  U.S.  Wags  might 
in  this  a  confirmation  of 
sponge's  less-than-perfect 
traceptive  record.  But  Ell 
sees  it  as  a  way  to  generate  son 
meaningful    profits,  quick! 
"Our  customers  are  the  same 
he  explains,  "so  we  won't  ha 
additional     selling  expense 
meaning  those  margins  go  ng 
to  the  bottom  line." 

  But  Elliott's  real  hope  is 

turn  VLI  from  a  consumer  prod 
company  back  into  more  of  a  pharrn 
ceutical  company.  Thus  he  will  det 
cate  S2  million  of  VLI's  healthy, 
dwindling,  cash  reserves  to  R&D 
year  and  $2.5  million  in  1987- 
main  thrust  of  an  effort  to  dev 
other  pharmaceutical  products 
would  use  the  sponge  as  a  drug  deli 
ery  device  to  treat  such  vaginal  pro 
lems  as  yeast  infections.  Elliott 
he  hopes  to  file  a  new  drug  applicaac 
with  the  FDA  early  next  year. 

"We  brought  the  sponge  out 
sort  of  drug,  and  now  we're  slugging 
out  in  the  consumer  market — but 
are  pouring  big  money  into  the  ethic 
drug  side,"  says  Elliott.  "We're  son 
schizophrenic." 

By  Elliott's  reckoning,  VLI  is 
ready  sort  of  profitable.  It's  just  the 
the  profits  have  yet  to  show.  "It's  nc 
like  we  create  a  new  hammer  and  ca 
market  it  immediately,"  sighs  Elliot 
of  the  12  to  18  months  companie 
generally  must  wait  for  FDA  approA 
al.  "We  have  to  sit  on  our  hands  for  1 
months  spendmg  money  and  not  ha\ 
mg  any  sales."  Gettmg  profitable,  yo 
might  say,  is  not  nearly  as  much  fu 
as  being  profitable.  ■ 
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Mozart 


The  beauty  of  Mozart's 
impeccable  operas,  symphonies 
or  chamber  music  reproduced 
faithfully  is  the  beauty  of 
Toshiba  digital  technology 

Toshiba's  new  CD  players 
were  created  with  uniquely 
developed  digital  technology. 

Only  digitized  signals  are 
picked  up,  eliminating  unneces- 
sary noise.  Transmitting  only 
the  purest  sound.  Giving  you 
music  more  accurate  and 
more  alive  than  the  best  live 
performance. 

Digital  technology 
enhances  every  product  we 
create.  From  medical  equip- 
ment to  home  electronics,  office 
automation  to  heavy  electric 
equipment. 

Over  100  years  of  tech- 
nological innovation  has  made 
Toshiba  the  ninth  largest 
electric  and  electronics  man- 
ufacturer in  the  world. 

At  Toshiba,  we're  choosing 
a  better  tomorrow,  creating 
the  products  that  improve  the 
quality  of  our  lives. 

Including  musical 
reproduction  that  is  as  flawless 
as  a  Mozart  quartet. 


In  Touch  with  Tomorrow 

TOSHIBA 


Member  FDIC 


Can  investment  and 
commercial  bankers 
learn  to  appreciate  each 
other's  strengths? 


You  hear  a  lot  these  days  about  the  clashes  between  investment 
and  commercial  bankers.  At  Chemical  we  are  more  impressed  with 
what  they  have  in  common.  In  fact,  what  is  conspicuous  at  our  bank  is 
that  both  are  busy  learning  each  other's  skills. 

Our  commercial  bankers  — trained  to  become  experts  in  their 
clients'  businesses  and  to  make  the  tough  decisions  to  commit  the 
bank's  funds— are  now  employing  a  wide  range  of  new  transactional 
techniques  to  supplement  traditional  commercial  loans. 

At  the  same  time,  our  investment  bankers  have  learned  to  use 
the  capital  and  global  network  of  a  money  center  bank  to  bring  new 
muscle  to  their  transactions.  They've  introduced  new  ways  of 
addressing  customer  problems  and  are  constantly  inventing  more 
solutions.  In  the  process,  they've  formed  broad  relationships  with  our 
customers. 

In  short,  our  bankers  are  even  better  prepared  today  to 
anticipate  changing  customer  and  market  requirements.  Manage- 
ment at  Chemical  is  also  committed  to  this  change:  By  making  both 
commercial  and  investment  bankers  business  partners.  By  giving 
both  performance  incentives  tied  more  closely  to  transactions.  By 
rotating  assignments  at  the  bank.  By  locating  one  of  the  most 
sophisticated  global  trading  operations  at  our  world  headquarters. 

At  Chemical,  we're  not  just  helping  two  different  kinds  of 
bankers  work  together.  We  are,  instead,  creating  something 
new:  a  banker  with  the  skills  QHEMICALDAISK 

of  both.  The  bottom  line  is  excellence. 


The  Aga  Khan,  spiritual  leader  of  15  mil- 
lion Ismaili  Muslims,  is  convinced  that  free 
enterprise  can  help  the  Third  World.  But  he 
must  be  exceedingly  discreet  in  saying  so. 

An  Aga  Khan  for 
the  21  st  century 


By  Pranay  Gupte 


Unlike  his  flamboyant  grand- 
father and  his  playboy  father, 
the  Aga  Khan  is  seldom  men- 
tioned in  the  gossip  columns  and  rare- 
ly appears  in  the  media.  The  Aga 
Khan,  49,  is  the  hereditary  imam,  or 
spiritual  leader,  of  15  million  Ismaili 
Muslims,  a  largely  com- 
mercial and  professional 
community  scattered 
around  North  America, 
Western  Europe,  Asia  and 
Africa  that  regards  him 
with  such  reverence  that 
his  photograph  adorns  vir- 
tually every  Ismaili 
household. 

But  where  his  grandfa- 
ther twice  in  his  life- 
time— amid  much  public- 
ity— received  his  weight 
in  gold  and  diamonds,  and 
his  father  pursued  women 
and  was  passed  over  for 
the  imamate,  the  present 
Aga  Khan  is  an  entirely 
serious  man.  Serious  but 
not  dull.  A  Harvard  gradu- 
ate, he  is  fluent  in  four  languages.  His 
homes  around  the  world  are  virtual 
museums  containing  priceless  Islam- 
ic art  and  antiquities  whose  prove- 
nance the  Aga  Khan  can  explain  with 
scholarly  commentaries.  Unlike  his 
immediate  forebears,  the  Aga  Khan 
does  not  carouse;  he  remains  solidly 
married  to  his  English-born  wife  of 
almost  20  years,  who  has  borne  him 
two  sons  and  a  daughter. 

Not  that  the  Aga  Khan  lives  mod- 
estly; his  followers  expect  him  to  dis- 
play a  certain  style.  Accordingly,  he 
owns  450  Thoroughbreds,  skis  at  St. 
Moritz,  yachts  off  the  Costa  Smeralda 
on  Sardinia. 

Call  him  a  bridge  between  East  and 


West,  between  tradition  and  moderni- 
ty. Ninety-five  percent  of  the  15  mil- 
lion Ismailis  live  in  developing  coun- 
tries, where  they  are  often  the  most 
economically  active  and  progressive 
element  in  the  Muslim  population.  A 
major  proportion  of  the  dollars  that 
flow  into  the  Aga  Khan's  coffers  from 
his  followers  every  year  finds  its  way 


The  Aga  Khan  and  his  Begum  on  a  visit  in  northern  Pakistan 
A  bridge  between  tradition  and  modernity. 


back  to  good  causes  in  Third  World 
countries — some  specifically  benefit- 
ing Ismailis,  others  benefiting  the 
population  at  large.  His  health  care 
programs,  for  example,  receive  nearly 
$30  million  a  year. 

But  the  Aga  Khan  must  walk  a  nar- 
row line.  Some  of  his  followers  live  in 
countries  like  Syria  and  Iraq,  which 
are  ruled  by  brutal  dictators  who  have 
scant  regard  for  private  property 
rights.  He  must  avoid  offending  such 
rulers  even  while  helping  guide  his 
own  people  into  the  modern  age. 

In  a  rare  interview,  conducted  at  his 
estate  at  Gouvieux,  near  Paris,  the 
Aga  Khan  spoke  about  what  ails  the 
lagging  Third  World  economies  and 


what  is  needed  to  get  them  grow 
He  spoke  circumspectly,  as  he  m 
but  his  message  was  clear:  The  de 
oping  countries  need  less  statism 
more  free  enterprise.  He  is  a  s 
Muslim,  venerated  by  many,  and 
record  of  philanthropy  speaks  fo 
self.  What  he  says,  therefore,  will 
be  ignored  as  just  so  much  pro-cap 
ist  propaganda.  Said  he: 

"A  developing  country  cannot 
ford  the  burden  of  loss-making  'p 
statals'  [government-owned  or  -« 
trolled  corporations).  If  given  the  r 
environment,  private  enterprise 
do  a  great  deal  more  than  simply 
vest.  It  can  introduce  competition 
stimulate  growth.  When  risk  car. 
is  involved,  investor  commitmer 
higher,  as  is  the  likelihood  of  tech 
ogy  transfer. 

"Far  too  many  aid  schemes  in 
past  have  been  capital-intensive 
geared  to  the  Western  urbanized  ec 
omies  with  which  the  donor  cc 
tries  are  familiar,  instead  of  the 
dominantly  rural   societies  of 
Third  World." 

The  Aga  Khan  Fund  for  Econo 
Development  is  a  Geneva-based  i 
brella  organization 
oversees  the  global  inv 
ments  of  the  Aga  K 
and  the  various  inst 
tions  under  his  contro 
has  participated  in  jc 
ventures  with  vari 
companies  in  fields  xz 
ing  from  mining  to 
tiles  to  tourism.  Toget 
with  the  World  Bank, 
Aga  Khan  Fund  provi 
financing  for  a  recei 
opened  factory  in  Ker 
which  processes  leat 
for  export — pract 
things  like  this. 

The  present  Aga  Kb 
grandfather,  Sir  Sul 
Mahomed  Shah,  wrote 

  his  will:  "It  is  in  the  1 

interests  of  the  Shia  Muslim  Ism 
community  that  I  should  be  succe 
ed  by  a  young  man  who  has  b 
brought  up  in  the  midst  of  the  r 
age  and  who  brings  a  new  outlook 
life  to  his  office  of  imam." 

With  that,  Sir  Sultan  passed  o 
the  Aga  Khan's  father,  Aly,  who 
once  married  to  glamour  actress  F 
Hayworth.  (Aly  was  later  killed  wl 
his  sports  car  careered  off  the  n 
near  Paris.)  Fresh  from  college  in 
U.S.,  the  new  Aga  Khan  plunged  i 
Third  World  matters  with  zest,  c 
tinuing  his  grandfather's  comn 
ment  to  the  social  and  economic  pr 
ress  of  the  Ismaili  community 
built  schools,  health  clinics,  hous 
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GrUlCl^  What  you 
iK*+^i?   must  know 


and  do 
now  that  the 
rules  have 
changed 


^Vn  intelligent  response 
to  tax  reform. 


Tax  reform  is  here.  And  while  it  brings 
new  rules,  it  also  brings  new  opportunities. 

That's  why  we've  prepared  a  brochure 
called  The  Dean  Witter  Tax  Reform  Guide.  In 
it,  you'll  find  out  how  the  law  will  affect  your 
investments  and  v/hat  strategies  you  can  use 

Dean  Witter  Reynolds  Inc. 
Client  Information  Services 
P.O.  Box  5061,  Clifton,  NJ  07015 

Name  

Address  

City  


.State. 


Zip. 


Home  phone  (  ). 


to  benefit  from  the  opportunities  of  tax  reform. 

To  get  your  free  copy,  send  us  the  coupon 
as  soon  as  possible.  Or  better  yet,  call  us  at 
1-800-843-3326,  ext.  769. 

It  will  be  one  of  the  best  responses  to  tax 
reform  you'll  ever  make. 


Business  phone  (  )- 


Dean  Witter  clients,  please  indicate  your  Account  Executive's 
name  and  office:  

@FOR11176 


A  member  of  the 
Sears  Financial  Network 
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everybody's  somebody  at  DeanWitter. 
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Krupp  engineering  for  excellence 


3  Krupp  designs  and  builds  seawater 

desalination  plants  that  can  produce 
2  up  to  8  million  gallons  of  highest-quality 

drinking  water  daily. 


Seawater 
never  lasted 
so  good. 

Seawater  covers  over  70  %  of  our 
planet's  surface.  Potentially  an 
inexhaustible  reservoir  to  quench 
man's  thirst,  improve  hygiene, 
water  the  crops  and  help  keep  the 
wheels  of  industry  turning.  Krupp 
Industrietechnik*  is  one  of  the 
world's  leading  manufacturers  of 
water  treatment  plants. 

Nearly  80  gallons  of  water  are 
consumed  daily  by  each  of  the  one 
million  inhabitants  of  Riyadh,  capital 
of  Saudi  Arabia.  Roughly  the  same 
per  capita  figure  as  for  the  USA. 

In  the  Arab  world  and  elsewhere, 
however,  rising  population  figures 
and  efforts  to  raise  the  standard  of 
hygiene  are  set  in  sharp  relief 
against  the  lack  of  bountiful  water 
sources. 

The  answer  is  to  apply  modern 
technology  to  convert  seawater  into 
drinking  water.  Krupp  can  draw  on 
a  wealth  of  experience  in  the  design 
and  construction  of  desalination 


facilities  -  over  3,000  plants  bear 
witness  to  that. 

Over  a  gallon  of  seawater  is 
processed  to  produce  one  pint  of 
pure  distillate.  The  rest  is  returned  to 
the  sea  with  a  slightly  higher  salt  con- 
tent. Before  the  distillate  can  be  used 
as  drinking  water,  essential  minerals 
have  to  be  added.  It  is  therefore 
"blended"  with  filtered  seawater 
until  fully  meeting  WHO  standards. 

End  of  story?  Not  quite.  The  plants 
built  by  Krupp  are  vivid  proof  that 
problem  solutions  do  not  have  to  be 
one-sided  but  can  strike  a  perfect 
balance  between  environment  and 


economy.  Witness  our  water  tre 
ment,  noise  reduction  and  heat 
recovery  facilities.  Witness  our  I 
gas  desulfurizing  scrubbers  and 
electrostatic  precipitators  for  co< 
fired  power  stations. 

Creative  dialogue  is  our  springb< 
Krupp  engineers  work  in  close  p< 
nership  with  customers  seeking  s 
tions  to  the  problems  that  affect  i 

We  provide  the  advanced  engin 
ing  materials,  facilities  and  syster 
needed  for  speedy  and  sustaine 
economic  progress. 

Krupp.  A  tradition  of  progress. 


<§>  KRUPP 


"U.S.  Trust  s  tax  evaluation 
of  our  family  business  at  a  time  of  transition  was 
highly  professional  and  convincing  to  the  IRS." 

Collier  W.  Baird.  Jr. 

Chairman,  Baird  Rubber  &  Trading  Co. ,  Inc. 


An  up-to-date  understanding  of  tax  law  is  but  one  of  many 
specialized  disciplines  we  integrate  into  the  management  of  your 
assets.  Please  contact  Mary  B.  Lehman,  Senior  Vice  President, 
United  States  Trust  Company  of  New  York,  1 1  West  54th  Street, 
New  York,  NY  10019.  (212)887-0446. 

USTrust 

When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


"Her  life,  not  to  mention  the  success  of 
our  entire  operation,was  in  danger." 


s  in  Egypt  following  a 
d  herring  when,  quite 
>y  accident,  I  stum- 
bled onto  the  real  plot. 
I  realized  that  my 
partner  in  Paris  was 
in  great  danger.  She 
was  walking  into  a 
trap  and  I  was  the 
only  one  who  could 
save  her.  I  had  to  get 
a  message  to  her,  fast! 
But  how?  Her  phone  was 
undoubtedly  tapped,  there  was 
no  time  for  microfilm,  and  overnight  mail  just  wouldn't  do.  This 
was  one  of  those  times  when  one  more  day  would  be  a  day  too 
late.  Then  I  remembered  our  new  fax  machine,  the  Business 
Mail  System  from  Harris/3M.  It  would  cost  a  lot  less  than  over- 
night, but  more  important,  of  course,  I  could  warn  her  imme- 
diately. I  called  her  and  said,  "Get  the  fax'.'  I  knew  that  those  dirty 
eavesdroppers  wouldn't  understand-but  she  would. . ." 

(Continued) 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus  and  the  related  Prospectus  Supplement. 


NEW  ISSUE 


October  16,  1984 


$4,000,000,000 

Asset  Backed  Securities  Corporation 

Asset  Backed  Obligations,  Series  1 


Collateralized  bv  Automotive  Receivables 


$2,095,000,000 
6.25%  Class  1-A  Notes  Due  October  17. 1988 
Price  100% 

plus  accrued  interest  from  October  15,  1986 


$585,000,000 
6.90%  Class  1-B  Notes  Due  April  17. 1989 
Price  100% 

plus  accrued  interest  from  October  15,  1986 


$1,320,000,000 
6.95%  Class  1-C  Notes  Due  October  15,  1990 
Price  99.3125% 

plus  accrued  interest  from  October  15,  1986 


The  Notes  will  be  secured  by  two  pools  of  recently  originated  retail  automotive  installment  sale  contracts  ( the  "Receivables") 
purchased  from,  General  Motors  Acceptance  Corporation  ("GMAC"),  all  monies  due  thereunder  net  of  servicing 
and  other  fees,  security  interests  in  the  vehicles  financed  {hereby,  GMAC's  limited  guaranty  of  payments 
under  the  Receivables,  and  certain  other  collateral.  The  Receivables  will  be  secured  by  new 
automobiles  and  light  trucks  and  will  be  serviced  by  GMAC. 

Although  payments  on  the  Receivables  are  supported  by  a  limited  guaranty  of  GMAC,  as  described  in  the  Prospectus  and 
related  Prospectus  Supplement,  the  Notes  represent  obligations  solely  of  the  Issuer  and  are  not  insured  or  guaranteed 
by  The  First  Boston  Corporation,  First  Boston,  Inc.,  GMAC  or  any  other  person  or  entity.  The  Issuer 
has  no  significant  assets  other  than  those  pledged  as  collateral  for  the  Notes. 


Copies  of  the  Prospectus  and  the  related  Prospectus  Supplement  may  be  obtained  in  any  State  in  which  this  announcement 
is  circulated  only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 


The  First  Boston  Corporation 


Goldman.  Sachs  &  Co. 
PaineWebber 

Incorporated 

Bear.  Stearns  &  Co.  Inc. 
Drexel  Burnham  Lambert 

Incorporated 

Prudential-Bache 

Securities 

Wertheim  &  Co.,  Inc. 


Merrill  Lynch  Capital  Markets 
Salomon  Brothers  Inc 

Dillon.  Read  &  Co.  Inc. 


Morgan  Stanley  &  Co. 

Incorporated 

Shearson  Lehman  Brothers  Inc. 


Alex.  Brown  &  Sons 

Incorporated 

E.  F.  Hutton  &  Company  Inc 


Donaldson,  Lufkin  &  Jenrette 

Securities  Corporation 

Kidder.  Peabody  &  Co.        Laiard  Freres  &  Co. 

Incorporated 

L.  F.  Rothschild,  Lnterberg.  Towbin.  Inc.  Smith  Barney.  Harris  Lpham  &  Co. 

Incorporated 

Dean  Witter  Reynolds  Inc. 


■><r  ,* 


'COMPLIMENTARY  CHRYSLER  CONVERTIBLE 


'Subject  To  Conditions  And  Availability 


nil 


PRIVAte  VlllAS 

ano  coupt  cIub 


444  Avenida  Caballeros.  Palm  Springs,  Ca  92262 


Call  for  Reservations  (619)  323-1773 
Outside  California  (800)  854-1298 
From  LA.  Toll  Free  (213)  275-7962 


THE  TRAVEL 
CRITICS'  CHOICE 

THE  NEW  YORK  TIMES  — 

Lynn  Rosellini 

"...Fantasies  in  Palm 
Springs."  "If  yours  Is  to 
live  like  royalty,  stay  at  La 
Mancha." 

THE  WASHINGTON 
POST  — 

James  T.  Yenckel 
"In  the  midst  of  wealth,  it 
is  tempting  to  taste  a  bit  of 
luxury  yourself. ..the 
height  of  luxury  may  be 
the  Mediterranean-style 
villas  of  La  Mancha." 


v>  TMobilT  v> 
WT  Travel  GukteMt 
1986 

AFFORDABLE  LUXURY! 

Mini-Suites  $117M-$15200 
Villas  SUS^-SZQS00 


(Seconds  Later) 

"...  I  read  the  message  he  faxed  to  me  and  could  hardly  believe 
my  eyes.  I  had  suspected  everyone  but  the  romance  novelist. 
Luckily,  I  got  the  message  just  in  time.  Another  hour,  and  that 
would  have  been  all  she  wrote. 
When  I  bought  the  Harris/3M 
Business  Mail  System,  I 
never  dreamed  it  would 
save  my  life,  not  to  men- 
tion the  success  of  our 
entire  operation? 

HARRIS  3M 

DOCUMENT  PRODUCTS,  INC. 

1-800-543-9598 


r 


I'd  like  to  know  w  hat  a  Harris/3M® 
Business  Mail  System™  can  do  for  me. 

namf.  


COMPANY. 
ADDRESS. 
STATE  


.CITY. 


I'HONF.L 


Harris/3M  Docun 


t  Products,  Inc.,  P.O.  Box  7HS,  Davton.  OH  4S40I 


10 


'6F  | 


Find  out  more  about 
the  Harris!  3M  Business 
Mail  System1.  "  Just  take 
a  jew  seconds  to  fill  out 
and  send  in  this  i  oupon . 
Or  rail  toll-free,  1-800- 
543-9598  (in  Ohio, 
rail  1-800-543-8829). 
You  HI  find  out  how  you 
can  send  documents  in 
seconds,  for  pennies. 


'Che  Business  Mail  System  is  a  trademark  of  the  Harris/3M  Document  Products,  Inc.  ©1986  Harris/3M  Document  Products,  Inc. 
All  rights  reserved. 


Commercial  and  investment 
banking  in  one  organization? 
In  Germany  we  have  a  name  for  it 


You  probably  know  us  as  the  leading 
commercial  bank  in  Germany.  We  also 
happen  to  be  Germany's  leading  invest- 
ment bank.  We  call  this  unique  combi- 
nation "Universal  Banking",  and  we  have 
been  doing  it  for  over  100  years. 

As  a  commercial  bank,  we  handle 
more  than  20%  of  all  foreign  trade  for 
the  world's  second  largest  exporting 
nation  and  arrange  project  financings 
worth  billions. 

As  a  "Universal  Bank"  we  also  per- 
form the  full  assortment  of  service- 
based  investment  banking  functions  - 
particularly  the  underwriting  of  corpo- 
rate stocks  and  bonds.  Last  year  alone 
we  lead-managed  issues  valued  at 
US  $  7.5  bn. 

At  Deutsche  Bank  you  will  find  expe- 
rienced people  skilled  in  "Universal 
Banking"  Rely  on  their  ingenuity  to 
identify  the  most  efficient  way  to  meet 


your  financial  requirements  -  because 
standing  behind  Germany's  leading 
bank  are  40,000  seasoned  banking  pro- 
fessionals. 

For  "Universal  Banking"  -  the  unique 
combination  of  credit-based  commer- 
cial and  service-based  investment 
banking  -  consider  making  Germany's 
leading  bank  your  bank. 

Contact  the  Deutsche  Bank  nearest 
you. 


Deutsche  Bank  at  a  glance  (Dec  31, 1985): 

•  Total  Assets  (in  bn  US$)  96.4 

•  Capital  &  Reserves  (in  bn  US$)       3  8 

•  Branches  Worldwide  1.410 

•  Employees  48,851 

•  Stockholders  245.000 

"The  leading  bank  in  Germany  -  a  world 
leader  in  international  finance." 


Deutsche  Bank 


A  distinguished  minority 


fit  he  A^a  kh  i  is  the  49th  imam 
J  ct  the  Ismailis,  tracing  his  de- 
scent from  Mohammed's  cousin 
and  son-in-law  Hazrat  Ali.  Because 
they  revere  Hazrat  Ah,  the  Ismailis 
arc  a  subdivision  of  the  Shia  sect, 
differing  from  the  Shia  mainstream 
in  their  belief  in  the  absolute  au- 
thority of  a  single,  living  leader — 
the  Aga  Khan. 

Ismailis,  a  close-knit  communi- 
ty, are  noted  among  Muslims  for 
their  professional  skills  and  for 
their  willingness  to  take  care  of 
unfortunate  or  distressed  members 
of  their  own  community.  When 
the  brutal  Idi  Amin  kicked  thou- 
sands of  Ismailis  out  of  Uganda  in 
1972,  for  example,  the  Aga  Khan 
and  his  followers  financed  reset- 
tlement of  the  refugees,  primarily 
in  Western  Europe,  the  U.S.  and 
Canada. 

Prominent  Ismailis  include  pro- 
fessors, scientists  and  artists  in  

Asia,  Europe  and  Africa. 

An  Ismaili  imam  is  entitled  to  appoint  his  own  suc- 
cessor, almost  always  a  male  within  his  own  family  but 
not  necessarily  his  eldest  son.  In  this  way  purity  of 
descent  is  tempered  with  considerations  of  merit. 

Thus  the  Aga  Khan,  then  20,  was  selected  over  his 
own  father,  the  dashing  Prince  Aly  Khan.  The  selection 
was  made  by  the  previous  imam,  the  Aga  Khan's  grand- 
father, Sir  Sultan  Mahomed  Shah.  For  all  his  hearty 
ways,  the  Aga  Khan's  grandfather  was  a  serious  man 


Tlie  weighing  ceremony  in  1946 
Descent  tempered  by  merit. 


with  a  strong  social  conscience;  h| 
presided  over  the  League  of  Na 
tions  in  1937-38.  The  Aga  Khan 
was  an  undergraduate  at  Harvard 
majoring  in  Islamic  history,  wher 
he  inherited  the  title  on  his  grand 
father's  death  at  the  age  of  80. 

The  present  Aga  Khan  penodi 
cally  sponsors  global  conference: 
on  topics  as  wide-ranging  as  th< 
role  of  hospitals  in  primary  healtB 
care  and  the  contributions  of  pri 
vate  enterprise  in  Third  World  de 
velopment.  He  has  established  ; 
news  agency  in  Luxembourg  tha 
supplies  features  relating  to  the 
Third  World.  He  has  established  ar 
Islamic  architecture  program  ai 
Harvard  and  MIT,  the  first  of  its 
kind  anywhere  in  the  world,  anc 
has  built  a  S300  million  university 
and  teaching  hospital  in  Karachi 
Pakistan. 

Right  now,  the  Aga  Khan  is  par 
ticipating  in  a  new  S50  million 


fund  that  will  invest  in  growth  companies  in  develop! 
ing  countries.  (The  fund's  initial  capitalization  includes 
subscriptions  from  institutional  investors  in  the  U.S.) 

Islam  is  in  turmoil,  as  this  ancient  religion  and  cul 
ture  struggles  to  adapt  to  the  modern  world.  The  Ismai 
lis  have  been  more  successful  in  adapting  than  almosl 
any  other  Muslim  group — preserving  their  traditions 
yet  evolving  socially  and  economically.  For  this,  much 
of  the  credit  must  go  to  the  Aga  Khan  and  his  grandfa- 
ther, Sultan  Mahomed  Shah. — P.G. 


in  rural  areas  have  an  inherited  under- 
standing of  the  issues  that  affect  them 
most.  They  are  often  free  from  many 
of  the  ideological  concepts  that  may 
affect  urban  populations. 

"They  are  more  concerned  with  the 
identification  of  a  problem  and  the 
implementation  of  a  quick  solution 
than  with  any  outstandingly  sophisti- 
cated theoretical  economic 
concept.  If  there's  a  problem  in 
irrigation,  they  want  it  solved. 
The  pragmatism  of  rural  peo- 
ple translates  into  a  'small  is 
beautiful'  attitude.  They  are 
not  asking  you  to  build  mega- 
projects." 

The  Aga  Khan  cites  some  of 
his  rural-support  projects, 
such  as  those  in  the  northern 
areas  of  Pakistan  and  in  India's 
Gujarat  state,  where  grass- 
roots organizations  have  been 
established  to  identify  local 
health,  education  and  employ- 
ment needs.  As  a  result,  subse- 
quent investment  in  relevant 


development  schemes  has  tended  to 
be  efficient,  profitmaking  for  the  local 
units  and  ultimately  self-sustaining. 

Summing  up,  the  Aga  Khan  traces 
this  rural  neglect  to  the  same  political 
errors  that  have  caused  the  develop- 
ing countries  to  waste  resources  on 
giant  state  projects  and  to  persecute 
individual  entrepreneurs.  "The  dog- 


Prince  Aly  and  Rita  Haywortb  in  1949 
Passed  over,  for  cause. 


matism  of  the  political  debate  h 
tended  to  spill  over  into  planning  cc 
cepts,  into  the  identification,  mobi 
zation  and  harnessing  of  national  : 
sources."  As  a  result,  politics  tak 
precedence  over  economics,  and  t 
ordinary  people  suffer. 

"All  in  all,  I  feel  that  this  is  a  m 
ment  of  opportunity  for  fresh  thin 
ing  about  development  an 
about  the  need  for  an  d 
hanced  private-sector  role 
the  Third  World.  It  is  a  m 
ment  of  opportunity  creat 
by  a  number  of  forces — soil 
successes  in  the  Third  Wor 
where  private  enterprise  n 
flowered,  some  failures,  plus 
very  radical  change  in  a 
world  economy.  We  must  gei 
grip  on  the  forces  of  change. 

The  Aga  Khan's  message 
basically  quite  simple:  Y< 
have  seen  that  statist  concep 
don't  work.  The  simple  alte 
native:  Give  individual  entfi 
prise  a  chance.  ■ 


moocc  vraTMnto  17  lOfll 


:  the  world  were  a  perfect 
:ilace,  you  wouldn't 
leed  a  Buick. 


The  real  world 
n  udes  long 
itches  of  traffic, 
E'ible  weather  and 
K-ous  demands  on  your 
I  So,  may  we  suggest  that 
I  consider  a  car  intelligently 
i  signed  to  handle  the  real  world? 
I  re  suggesting  you  consider 
BijCk  LeSabre.  Not  because  it's 
)  feet,  but  because  it  is  so  good 
ihe  things  that  really  count.  For 
BJnple... 
Ir  adults 

Those  of  us  who  have  gradu- 
rid  to  adulthood  appreciate  cer- 
e;i  significant  accommodations  to 
e  lity.  A  glance  at  LeSabre's  inte- 
i  tells  you  it's  rich  and  hand- 
wne.  Sit  in  it  and  you  find  some- 
r:ig  even  better:  true  support 
:;nbined  with  deep  luxury.  And 
1  available  6-way  power  control 
It  puts  a  wide  range  of  adjust- 
ments at  fingertip  control. 

While  you're  sit- 
ting in  that  seat,  do 
another  reality 
check  and 
you'll  find 
another 
surprise: 
room.  You 
have  to 
stretch 
to  reach 
the  far 
side.  Clearly, 
ick  is  an  automobile  built  for 
jit  pleasure, 
the  long  run 
The  real  world  is  not  kind  to 
omobiles.  Rain,  rocks,  potholes, 
id,  salt,  ice  and  humanity  all  take 


their  toll.  Buick  is 
prepared  to  fight  back. 
Take  something  as  funda- 
mental as  the  paint.  The  LeSabre 
finish  starts  seven  layers  down. 
First,  the  body  is  immersed  in  a 
phosphate  cleaning  solution.  Then 
it  is  electrically  charged  to  provide 
a  magnetic  attraction  for  paint. 
Only  then  does  the  first  primer  coat 
go  on.  After  the  primer  coat  is  wet- 
sanded  by  hand,  a 
platoon  of  robots 
applies  two  sepa- 
rate layers  of  color 
enamel,  dancing 
and  whirling  to  1 
cover  every  surface 
evenly  and  com- 
pletely. 

Finally,  two  coats 
of  clear  acrylic  enamel  are  added 
to  provide  a  deep,  lustrous  finish  to 
keep  your  Buick  handsome  through 
years  of  life's 
abuses. 


Buick  LeSabre  Sedan 

Td  drive 

When  all  is  said  and  done,  the 
real  test  of  satisfaction  with  a  car 
happens  behind  the  steering 
wheel.  And  Buick  is  just  what  the 
driver  ordered. 

LeSabre's  big  3.8-litre  V-6  with 
sequential-port  fuel  injection  is 
there  to  do  the  job  quietly,  easily, 
reliably.  Fully  independent  suspen- 
sion not  only  smooths  the  ride  but 
also  grips  the  road  in  a  highly 
sporting  manner. 

Until  the  world  we  live  in 
perfects  itself,  may  we  suggest 
that  you  buckle  up  and  see  your 
Buick  dealer  for  a  test  drive  in 
an  automobile  , 
that  can  make 
reality 
enjoyable 
Really. 
For  more 
information, 
a  brochure  or 
a  test  drive,  call 
1-800-87-BUICK 
(1-800-872-8425) 


Where  better  really  matters. 
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Regions/Delaware 


Lots  of  states  talk  about  luring  business. 
But  no  state  does  it  better  than  Delaware. 
Yes,  tiny  Delaware. 

Supply  side 
success  story 


By  Janet  Novack 


Cut  taxes  with  a  vengeance 
and  woo  business  with  a  pas- 
sion, the  theory  goes,  and  an 
avalanche  of  fresh  commerce  will  in- 
evitably follow.  In  most  states  the  gap 
between  theory  and  reality  is  glaring- 
ly obvious.  In  tiny  Delaware  (pop. 
630,000)  the  theory  is  the  reality. 


Delaware's  traditionally  congenial 
incorporation  statutes  are  a  help,  of 
course.  The  fact  that  more  than  half 
the  nation's  largest  companies  are  in- 
corporated there  accounts  for  a  tidy 
stream  of  franchise  tax  revenue  ($126 
million  this  year,  14%  of  the  state's 


general  fund  revenues).  But  the  si 
utes  create  no  significant  number 
new  jobs;  companies  don't  have  ta 
in  Delaware  to  incorporate  there. 

What  Delaware  has  going  for  it  n 
is  the  fact  that  in  1987  its  state 
come  tax  will  drop  for  the  third  y 
in  a  row.  That,  along  with  a  5'/2-yq 
old  spate  of  pro-bank  legislation, 
eluding  the  abolition  of  usury  z\\ 
ings,  has  produced  a  business  bo« 
fueled  in  part  by  imported  bank 
jobs.  Delaware  now  hosts  34  out- 
state  banks  and  nonbank  banks  (bai 
like  operations  owned  by  such  fir 
as  Sears,  Roebuck  &.  Co.,  which  issiL 
its  Discover  card  from  Delawarl 
Greenwood  Trust  Co.).  Newcoml 
hail  from  New  York,  Pennsylvarl 
Maryland,  Virginia,  Texas,  Michigj 
Georgia,  North  Carolina,  Illinois  a| 
Arkansas  and  employ,  as  of  midyel 
over  8,000  people.  Unemployment! 
August  fell  to  4.1%.  Housing  sta| 
for  the  first  half  were  up  33%. 

In  fact,  this  1,978-square-mile  sll 
er  of  state  with  a  split  personal! 
(northern  industrial/suburban  in  N[ 
Castle  County,  Wilmington's  horl 
southern  small  town/rural  in  Kcl 
and  Sussex  counties)  is  doing  so  w| 


Phoios  bv  Kim  Sewn  in  U  >  ■  *dhn  • 


TIjc  skyline  of  Wilmington  (pop.  71,000) 

First-class  office  space  has  doubled,  but  the  streets  still  roll  up  after  dark. 


ase  Manhattan  Batik,  with  more  than 
j>  employees  in  Delaware,  issues  credit 
\is  from  its  new  Wilmington  outpost, 
lot  at  right  is  the  future  home  ofMBank 
\,  a  subsidiary'  of  Dallas'  MCorp. 


t  businessmen  worry  about  boom- 
;ot  banes  such  as  labor  shortages 
1  traffic  jams.  Traffic  on  one  artery 
m  Wilmington,  the  state's  business 
us,  rose  42%  from  1981-85. 
Delaware's  economy  was  stagnant 
he  late  1970s.  Its  revival  is  partly  a 
ection  of  the  region's  good  health. 
:  it's  also  what  Eleanor  Craig,  for- 
r  state  economist  (a  cabinet  post), 
Is  a  "supply  side  success  story." 
( cuts  for  the  wealthy  helped  create 
s  that  are  trickling  down — even  to 
thers  struggling  to  get  off  welfare, 
lie  nontax  part  of  the  development 
jptegy  is  an  aggressive  accommoda- 
li  to  what  business  wants.  "If  you 
fre  a  problem  and  you're  operating  a 
Ijmpany  in  Delaware,   within  48 
jprs  you  can  have  in  one  room  the 
fernor,  the  insurance  commission- 
|the  president  pro  tem  of  the  senate 
d  the  speaker  of  the  house,"  says 
lurance  Commissioner  David  Lev- 
Ion,  a  Democrat.  Governor  Michael 
stle,  a  Republican,  emphasizes  that 
is  on  call  when  needed, 
'rosaic?  You  bet.  But  it  works.  Be- 


sides, New  Castle  County  is  a  pleas- 
ant, livable  place,  with  easy  access  to 
key  East  Coast  cities.  New  York  and 
Washington  are  less  than  two  hours 
by  train  from  Wilmington  (pop. 
71,000).  Philadelphia  is  45  minutes  by 
car;  its  airport  is  just  30  minutes 
away.  Housing  prices  are  escalating, 
but  still  reasonable.  (The  average  sin- 
gle-family home  sold  in  New  Castle 
this   year   was   $98,984,   up  from 


$81,791  in  1985.) 

Downstate  Delaware,  carved  out  of 
a  peninsula  shared  with  Maryland  and 
Virginia,  offers  hunting,  fishing  and 
beaches.  While  New  Castle  County 
looks  north  to  Pennsylvania,  down- 
state  borders  the  Mason-Dixon  line 
and  is  dotted  with  quirky  little  towns, 
one  of  which  didn't  give  women  a 
vote  in  local  elections  until  the  1960s. 

In  the  late  1970s  state  finances  were 


a  mess.  The  top  personal  income  tax 
rate  was  an  outrageous  19.8%.  Irving 
S.  Shapiro,  then  chairman  of  Wil- 
mington-based Du  Pont  Co.;  Del- 
aware's largest  employer,  advised  oth- 
er chief  executives  to  locate  else- 
where. Pierre  S.  du  Pont  IV,  then 
governor,  responded  by  pushing 
through  the  first  of  a  string  of  tax  cuts. 
In  1981,  with  lenders  nationwide 


chafing  at  state  interest  rate  ceilings, 
Delaware  (prodded  by  New  York 
banks)  abolished  its  usury  law,  adopt- 
.ed  a  regressive  bank  tax  that  falls  to 
2.7%  on  earnings  of  more  than  $30 
million  and  invited  in  out-of-state 
banks — provided  they  created  100 
jobs  and  didn't  vie  for  local  business. 

Since  then,  Delaware  has  passed 
(again  after  bankers'  overtures)  addi- 


tional laws  designed  to  attract  small 
regional  banks  and,  most  recent] 
foreign  banks.  The  state's  bank  (a 
nonbank  bank)  assets  have  more  thi 
scxtupled,  from  $4.7  billion  at  yei 
end  1981  to  $31  billion  in  mid- 1981 

Once  lured  to  Delaware  purely 
its  tax  breaks  or  rate  freedom,  bank* 
seem  to  like  what  they  find.  Sob 
have  placed  operations  here  that  do] 
particularly  benefit  from  the  spec 
tax  or  usury  laws.  Wilmington  lafc 
isn't  cheap  (downstate  labor  is),  tj 
productivity  is  high  and  office  col 
relatively  low.  First-class  office  spa 
in  Wilmington  (renting  at  an  avcra 
$17.36  a  square  foot,  compared  w: 
about  $40  a  square  foot  in  midtoi 
Manhattan  and  $23  a  square  foot 
Philadelphia)  has  more  than  doubl 
since  1982,  and  more  is  being  built 
The  top  state  income  tax  rate,  as 
Jan.  1,  1987,  will  fall  to  a  still  hi 
8.8%  (on  taxable  income  oi 
$40,000),  but  there's  no  sales  tax,  a 
real  estate  levies  are  low. 


Thomas  Conigliaro  with  his  wife,  Jan 
and  children  (left)  and  (below)  Gou 
nor  Michael  Castle  in  front  of  "rehabbt 
residences  in  Wilmington 
The  amenities  are  not  "nouveau. 


IR  FRANCE  ANNOUNCES 

vSUTE  REWARD 

DR  BUSINESS  TRAVELERS 


Now  when  you  take  ad- 
vantage of  the  Air  France 
Executive  Traveler's  Pro- 
gram, you  get  a  luxury  suite 
for  the  price  of  a  regular 
room. 

If  you're  doing  business 
Paris  anytime  between 


in 


now  and  March  31st,  here's 
one  very  compelling  reason 
to  fly  on  Air  France. 

Our  Executive  Traveler's 
Program. 

It  gives  you  2  nights  in  a 
luxury  one-bedroom  suite  at 
the  exclusive  4-star  deluxe 
Hotel  Westminster  for  the 
price  of  a  regular  room. 

In  addition  you  also  get: 

•  Private  chauffeured 
limousine  from  airport 
to  hotel. 

•  We/come  cocktail  in 
"Les  Chenets"  Lounge. 

•  A  dinner  at  the  Hotel 
Westminster's  superb 

"Le  Celadon"  restaurant*. 

•  Daily  continental  breakfast 
and  International  Herald 
Tribune. 

•  Special  extension  rates 
available. 

To  top  it  off,  there's  no  extra 
room  charge  for  a  second 
person  sharing  the  suite. 

Package  price  is  $499 
(excluding  air  fare).  For  free 
brochure  call  your  Travel 
Specialist  or  Air  France  na- 
tionwide 1-800-AF-PARIS. 
In  New  York  212-247-0100. 

A  PARTNER  IN: 

UNITED'S  MILEAGE  PLUS  AND 
CONTINENTAL'S  TRAVELBANK. 


AIR  FRANCE  S//J 

LET  US  SHOW  YOU  OUR  FRANCE 


There  is  a  renewed  commitment  in  spac 

America's  leadership  in  space  depends  on  the  strengi 
of  its  ideas  —  like  rocket  propulsion  and  sensing 
systems  on  board  satellites.  For  over  40  years,  tech- 
nology from  Aerojet  General  has  helped  make  the 
U.S.  a  world  leader  in  aerospace. 


Aerojet  General  is  one  of  the  aggressive  businesse 

that  puts  GenCorp  in  a  strong  position  for  growth 

The  other  GenCorp  subsidiaries  are  General  Tire, 

DiversiTech  General  and  RKO  General.  rZJ 

Q  Gencci 

hh^h  A  new  direct  & 


I  industrial  park  in  New  Castle  Count}' 
tier  banking,  high  tech? 


"The  amenities  of  an  upper-class 
estyle  are  very  well  developed  here, 
[d  not  in  a  crass  nouveau  way  you 
puld  find  in  Houston,"  observes 
plaware  historian  (and  partisan)  Car- 
Hoffecker.  To  make  the  newcom- 
b  welcome  in  sometimes  stuffy  Del- 
pare  society,  Shapiro  and  others 
n  organized  a  new  downtown  lun- 
eon  club,  without,  he  says  pomted- 
'any  restrictions  on  gender  or 


race."  But  fine  restaurants  are  few, 
and  Wilmington  still  rolls  up  its 
streets  after  dark.  And  while  down- 
town Wilmington  has  seen  much 
housing  rehabilitation  and  gentrifica- 
tion  over  the  past  decade,  this  city, 
with  a  51%  black  population,  still  has 
its  share  of  poverty  and  problems. 

Consider  Thomas  Conigliaro's  ad- 
justment. When  he  moved  here  from 
New  York  City  in  July  1981  to  start 


up  Chase  Manhattan's  Delaware  sub- 
sidiary, Conigliaro  recalls,  "I  got  off 
the  train  and  said,  'What  did  I  get 
myself  into?'  "  Still,  he  sold  his  three- 
bedroom  Park  Avenue  co-op,  bought 
an  old  stone  mansion  (circa  1796),  be- 
came a  family  man  and  began  indulg- 
ing his  passions  for  hunting  and  fish- 
ing. Last  year,  when  Chase  called  the 
18-year  veteran  back  to  New  York,  he 
quit  and  stayed  in  Delaware  as  chief 
financial  officer  of  local  developer 
Delle  Donne  &  Associates. 

While  the  labor  pool  is  growing 
from  outside,  the  general  boom  has 
created  opportunity  primarily  for  the 
locals,  including  in  some  cases  the 
poor.  In  Wilmington,  for  example, 
Goldey  Beacom  College  runs  a  20- 
week  nondegree  business  skills 
course  attended  mostly  by  welfare 
mothers  long  out  of  the  labor  pool.  It 
is  able  to  place  nearly  all  its  120  grad- 
uates a  year.  Starting  salaries:  $9,500 
to  $11,000,  plus  benefits. 

Certainly,  Delaware's  growth  is  and 
must  be  built  on  more  than  just  the 
heavily  clerical  banking  operations. 
Delaware  politicians  talk  longingly  of 
high  tech  and  capitalizing  on  the  Uni- 
versity of  Delaware's  engineering 
strength,  but  they  have  yet  to  hit  on 
another  winner  like  banking. 

If  the  private  sector  has  any  ideas, 
Delaware  takes  requests.  ■ 


Long  Term  Bonds 

for  Short  Term  Strategies? 


Ehrlich  Bober 
Advisors 


At  Ehrlich  Bober  Advisors,  we  know 
how  to  find  "put"  bonds  and  sinking 
fund  or  callable  issues  that  can  pro- 
vide higher  returns  than  corporate 
investors  might  expect  within  short- 
and  intermediate-term  time  frames. 

By  examining  issue  structures  and 
call  provisions,  and  conducting 
extensive  credit  reviews,  we  are 
often  able  to  provide  substantial 
additional  levels  of  return  without 
commensurate  added  risk.  And  with 
$1.5  billion  under  management,  we 
have  the  leverage  to  obtain  superior 
prices  on  purchases  and  sales. 


If  your  company  has  $1  million  or 
more  to  invest  in  notes  or  bonds,  and 
you'd  like  to  increase  your  net  return 
while  preserving  your  capital,  call  or 
write  our  President,  Arthur  Schwarz. 
If  you  like  what  he  has  to  say,  you'll 
soon  be  dealing  directly  with  one  of 
our  portfolio  managers.  There  are  no 
account  executives  at  Ehrlich  Bober 
Advisors . . .  only  Advisors. 

Ehrlich  Bober  Advisors,  Inc. 

80  Pine  Street,  New  York,  NY  10005 

212  607  5700 

Outside  New  York  State, 

call  toll  free  800  223  4344 


LET  S  GET  IT  TOGETHER  BUC 


The  name  on  the  front 

says  a  lot  about 
the  name  on  the  side. 


In  a  very  real  way,  your  fleet  of 
vehicles  represents  the  face  of 
your  company  or  business  to  the 
rest  of  the  world.  They  are 
your  flagships,  presenting  VV^cf 
your  image  as  they  go 
about  their  work. 

So  you  should,  no  doubt, 
be  careful  what  it  is  you  put 
your  name  on.  Put  it  on  just  any 
sort  of  truck,  and  you  risk 
looking  equally  unimpressive. 

But  put  your  name  on  a  GMC 
truck  and  you're  making  quite 
another  statement.  A  GMC 
truck  is  distinctive.  It's 
different.  Different  because 


people  perceive  them  as 
the  high-quality,  dependable, 
reliable  vehicles  thev  are. 


GM 


The  workers  who  build  GMC 
trucks  are  aware  of  this 
consumer  fondness  for 
the  products  of  their 
labor.  And  it  makes  them 
feel  proud.  When  workers 
take  pride  in  their  work,  they 
work  better  and  they  work 
harder.  They  pay  a  little  more 
attention.  Care  a  little  more.  We 
think  it  shows.  So  much  so, 
we're  saying  "it's  not  just  a 
truck  anymore."  Our  workers 
agree  and  wear  that  slogan 


proudly  on  buttons  proclaiming 
it  to  the  world. 

So  whether  you  need  pickups  (: 
full  or  compact  size),  vans  or 
Jimmys  for  your  particular  con 
mercial  purpose,  maybe  you 
should  make  sure  they  say  GM 
on  the  front.  It  says  it's  not 
"just"  a  truck.  Which  says  thai 
yours  is  not  "just"  a  business. 

Which  of  course,  says 
a  lot  about  you. 

GMCtruci 

it's  not  just  a  truc 

ANYMORE. 


ft  another  company — National  Medical 
nterprises — learns  the  hard  way  that  effi- 
'ency  is  more  precious  than  growth. 

Medic!  Medic! 


By  Ellen  Paris 

r'M  here  to  tell  you  about  our 
I  recent  progress — or  lack  of  it," 
■  said  Richard  Earner,  chairman  and 
lef  executive  of  National  Medical 
jjterprises,  at  the  company's  annual 
leting  in  Los  Angeles  last  month, 
le  shareholders  were  not  amused.  In 
pal  1986  (ended  May  31),  with  reve- 
res of  $3.6  billion,  National  Med 
[Tied  $84.9  million,  or  $1.08  a  share 
Iter  writeoffs).  That  was  down  al- 
ist  45%  from  1985 — the  first  earn- 
|;s  decline  since  the  company  was 
jrted  17  years  ago.  It  caused  the 
ce  high-flying  stock  to  drop  by 
'arly  half  last  year.  Profitability  for 
t  first  quarter  of  fiscal  1987  wasn't 
rch  better:  Earnings  were  up  4%, 
t  it  took  a  25%  gain  in  operating 
yenues  to  achieve  that  marginal  im- 
ivement  in  profits. 
What  ails  National  Med?  The  same 
ces  afflicting  others  in  the  busi- 
ss:  declining  hospital  admissions, 
urter  hospital  stays  and  cost-con- 
nment  pressure  from  federal  and 
vate  sources  of  health  care  dollars. 
It's  an  old  story,  after  all:  Expand  in 
ste,  repent  in  leisure.  Mesmerized 
growth  projections,  National  Med 
'id  more  attention  to  getting  bigger 
in  to  getting  better.  Says  Earner,  58, 
attorney  and  accountant  who 
Iped  start  the  firm  in  1969:  "We 
Ire  so  acquisition-oriented  and  de- 
lopmentally  bent  that  we  didn't 
ow  how  to  run  an  operation." 
£amer  points  to  the  HMO  business 
Florida.  "We  shouldn't  have  been 
it,"  he  moans.  "I  always  hated  that 
siness."  So  why  did  he  get  into  it? 
ys  Earner:  "It  was  kind  of  a  toe  in 
t  bathtub,  to  see  how  hot  the  water 
is."  A  scalding  experience. 
To  save  the  corporate  corpus, 
mer  is  amputating.  Gone  now  are 
;  health  maintenance  organizations 


Alan  Levenson 


National  Med's  Richard  Earner 


'Beats  the  broken  leg  business." 


and  the  freestanding  emergency  care 
and  industrial  medical  centers.  Since 
June  Earner  sold  8  acute  care  hospitals 
to  Community  Health  Systems  of 
Houston  and  Dallas'  Forum  Health 
Investors  for  over  $100  million,  as 
part  of  a  plan  to  cut  National  Med's 
owned-and-operated  acute  care  facili- 
ties from  42  hospitals  now  to  around 
35  by  1988.  Earner  has  made  a  number 
of  major  management  changes  as  part 
of  the  overall  restructuring.  What  will 
remain  is  a  company  concentrating 
on  specialty  care:  psychiatric  hospi- 
tals, nursing  homes,  retirement  hous- 
ing, substance  abuse  facilities  and  re- 
habilitation hospitals  for  stroke,  acci- 
dent victims  and  others.  National 
Med  currently  has  13  rehabilitation 
hospitals,  43  psychiatric  hospitals,  12 
substance  abuse  facilities  and  415 
nursing  homes. 

Some  70%  of  fiscal  1987's  $450  mil- 
lion capital  spending  budget  will  go 
for  acquiring  nursing  homes  and 
building  psychiatric  and  rehabilita- 


tion facilities.  "These  are  very  sizable 
markets,"  Earner  beams,  "and  I  think 
there  is  only  a  two-  to  three-year  win- 
dow to  get  in." 

National  Med's  nursing  home  divi- 
sion had  net  operating  margins  of 
12%  last  year,  vs.  an  estimated  indus- 
try average  of  8%.  Explains  Sidney 
Tyler,  National  Med's  executive  vice 
president  of  hospitals:  "You  don't 
serve  roast  beef  that  often,  and  you 
pay  lower  wages  than  hospitals." 
Note,  however,  that  unlike  psychiat- 
ric care  and  substance  abuse  treat- 
ment, nursing  homes  still  depend  on 
Medicare  and  Medicaid  for  around 
60%  of  their  payments.  Most  opera- 
tors' margins  are  small. 

More  attractive  perhaps  is  the  psy- 
chiatric business.  One  of  the  attrac- 
tions of  psychiatric  hospitals  lies  in 
the  fact  that  the  government,  which 
continues  to  squeeze  Medicare  pay- 
ments, is  not  overly  involved.  Earner 
notes  that  almost  50%  of  all  pay- 
ments for  psychiatric  care  are  paid  by 
individuals  and  private  insurers,  with 
the  majority  of  the  balance  paid  for  by 
Medicare,  Medicaid  and  other  govern- 
ment sources.  In-patient  drug  and  al- 
cohol abuse  treatment,  too,  is  reim- 
bursed primarily  with  private  funds, 
and  Earner  figures  private  payments 
are  bound  to  grow. 

Earner  plans  to  cluster  some  of  his 
specialty  centers  around  NME  acute 
care  hospitals.  Idea:  to  attract  doctors 
and  patients  who  like  a  one-stop  ap- 
proach to  medicine.  There  will  also  be 
joint  ventures  with  medical  schools 
and  independent  hospitals,  in  which 
NME  would  supply  one  or  two  ser- 
vices— a  rehabilitation  center,  say,  or 
a  substance  abuse  clinic.  Earner  re- 
cently completed  one  such  project 
with  the  University  of  Utah  and  an- 
other with  Lakewood  Hospital  in 
Lakewood,  Wash. 

This  time,  instead  of  simpleminded 
expansion,  the  company  will  pay 
more  attention  to  internal  restructur- 
ing for  growth.  Earner  plans  to  convert 
National  Med's  less  profitable  hospi- 
tals to  psychiatric  and  rehabilitation 
facilities,  he  says,  because  it  now 
costs  about  $125,000  per  bed  to  build 
a  new  facility,  far  more  than  conver- 
sion. NME  recently  converted  its  97- 
bed  Los  Altos  Hospital  in  Long  Beach, 
Calif,  into  a  psychiatric  hospital  and 
is  also  converting  its  121 -bed  central 
California  Modesto  City  Hospital 
into  a  substance  abuse  and  geriatric 
specialty  hospital. 

"In  a  troubled,  materialistic  and 
anxious  existence, "  Earner  predicts,  "a 
lot  of  people  will  need  psychiatric  and 
substance  abuse  care,  and  it  beats  the 
cancer  and  broken  leg  business."  ■ 


The 
New  Era 
In 

Municipal 
Finance 


By  David  S.  Glick 


The  blue-and-white  banners  floating 
above  Chicago's  Michigan  Avenue  this 
fall  proclaimed  the  diamond  anniversa- 
ry of  the  Chicago  City  College  system 
and  lauded  its  "75  years  of  educational 
success.''  Meanwhile,  on  Wall  Street, 
public  finance  experts  were  praising 
the  system's  success  in  another  realm: 
In  September,  the  Chicago  Community 
College  District  became  the  nation's 
first  public  authority  to  sell  taxable 
bonds  through  competitive  bidding, 
and  its  $30-mi!lion  issue  was  pursued 
by  nearly  two  dozen  underwriting  syn- 
dicates. 

Although  tax-exempt  securities  have 
long  been  the  sine  qua  non  of  state  and 


local  financing,  the  growing  use  of  tax- 
able securities  is  one  element  of  the 
dramatic  changes  emerging  in  public 
finance  as  a  result  of  tax  reform.  Robert 
A.  Meyer,  president  of  the  Bond  Inves- 
tors Guaranty  Corp.,  says,  "Total  con- 
fusion' and  uncertainty'  are  the  two 
words  that  come  to  mind  in  describing 
the  market"  during  most  of  1986.  But  as 
the  dimensions  of  the  tax-reform  legis- 
lation have  been  clarified.  Heather 
Ruth,  executive  director  of  the  Public 
Securities  Association  (PSA),  says, 
"We  will  continue  to  have  a  pretty  lively 
municipals  market,  even  though  it's  go- 
ing to  be  different  in  some  respects." 

Indeed,  municipal  bonds  not  only 
represented  one  of  the  first  tax  shelters, 
they  may  very  well  be  the  last.  When 
the  federal  income  tax  was  created  in 


1913,  the  doctrine  of  reciprocal  iri 
nity  kept  the  federal  government  i 
taxing  interest  on  securities  issue! 
other  levels  of  government.  An  aa 
ment  of  other  tax-advantaged  in 
ments  was  created  over  the  las 
years,  but  the  tax-reform  debate  re 
lessly  sought  to  eliminate  them. 
Lee,  managing  director  of  Eh 
Bober  &  Co.,  says.  "Municipal  bi 
are  about  the  only  tax  shelter  left.' 

While  tax-exempt  securities  wii 
main  the  primary  financing  mecha 
for  state  and  local  governments,  1 
is  no  question  in  my  mind  that  tax  I 
lation  is  going  to  change  the  munic 
market  considerably  and  change 
way  financing  is  done,"  says  Rl 
Fagin,  senior  vice  president  of  I 
son  McKmnon  Securities  Inc.  Tn 
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DOES  IT  SEEM  THAT  LISTENING 
IS  BECOMING  A  LOST  ART? 

COME  TO  NEW  ENGLAND. 

The  New  England  we  speak  of  is  just 
that-TTie  New  England  (formerly  known  as 
New  England  Life).  A  partnership  of  financial 
services  companies  with  $33  billion  in  assets 
under  management. 

At  The  New  England,  we  believe  you 
have  to  understand  a  client's  financial  needs 
before  you  can  attempt  to  satisfy  them.  And 
so,  while  the  representatives  of  many  finan- 
cial services  companies  seem  determined, 
first  and  foremost,  to  make  a  sale,  our  repre- 
sentatives are  encouraged,  first  and  foremost, 
to  listen. 

If  you'd  like  to  do  business  with  indi- 
viduals whose  hearing  is  as  keen  as  their 
insights,  phone  1-800-222-2725  for  the 
name  of  your  local  representative. 


The  New  England 

Your  Financial  Partner 


ADVERT 


vised  tax  code  may  well  encourage 
local  governments  to  make  greater  use 
of  taxable  bonds,  Euromarket  issues 
and  an  array  of  other  innovations  in 
public  finance,  he  says. 

"This  year  will  be  a  year  of  adjust- 
ment," says  Kenneth  Glover,  managing 
director  of  Drexel  Burnham  Lambert. 
He  adds,  "The  precise  nature  of  the 
adjustments  is  still  unknown,  but  the 
history  of  our  business  has  been  one  of 
finding  ways  to  finance  the  public 
needs  that  exist "  There's  clearly  no 
shortage  of  needs.  State  and  local  gov- 
ernments confront  massive  infrastruc- 
ture financing  requirements.  They  must 
deliver  services,  maintain  aging  facili- 
ties and  respond  to  changing  needs 
amid  tight  constraints  on  federal  aid  to 
localities  as  well  as  local  resistance  to 
any  tax  increases.  "There  may  be  some 
backing  off  for  a  moment,"  Glover  says, 
as  issuers  and  investors  examine  the 
new  tax  laws,  "but  then  we  will  go  back 
into  the  market  and  be  fairly  aggres- 
sive." 

Because  of  concern  about  changes 
in  the  tax  code  as  well  as  opportunities 
to  take  advantage  of  declining  interest 
rates,  the  volume  of  new  long-term  mu- 
nicipal securities  issues  rose  to  $209 
billion  in  1985,  up  94  percent  over 
1984.  Some  $57  billion  was  raised  in 


Municipal  bonds  not 
only  represented  one  of 
the  first  tax  shelters,  they 
may  very  well  be  the  last. 


December  alone,  as  local  governments 
rushed  to  market  in  the  hopes  of  being 
grandfathered  against  any  changes 
that  Congress  might  make  in  tax  laws. 

As  soon  as  1986  began,  however, 
the  volume  of  new  issues  dropped  pre- 
cipitously, barely  reaching  $1  billion  in 
January  and  just  $2.7  billion  in  Febru- 
ary. Meyer  of  Bond  Investors  Guaranty 
Corp.  explains,  "A  lot  of  people  were 
really  concerned  that  the  coupon  that 
would  be  tax-free  today  might  be  tax- 
able tomorrow."  Indeed,  Howard 
Sitzer,  director  of  municipal  bond  re- 
search at  Thomson  McKinnon,  adds, 
"In  mid-March  there  was  one  day-we 
all  remember  that  day-when  the  mar- 
ket nearly  came  to  a  standstill  because 
of  some  remarks  that  were  made  in 
Washington."  As  the  tax  writers  clari- 
fied their  intentions,  however,  muni  vol- 
ume began  picking  up  in  the  spring 
and,  Meyer  adds,  "The  volume  accel- 
erated in  June  through  August,  be- 


All  of  these  Bonds  having  been  sold,  this  announcement  appears  as  a  matter  of  record  only 
In  the  opinion  of  Bond  Counsel,  interest  on  the  Bonds  is  exempt 
from  present  federal  income  taxation 


New  Issue 

$344,960,000 
Piedmont  Municipal  Power  Agency 

(South  Carolina) 
Electric  Revenue  Bonds,  1986  Refunding  Series 


E.  F.  Hutton  &  Company  Inc. 
Donaldson,  Lufkin  &  Jenrette    Shearson  Lehman  Brothers  Inc. 

Securities  Corporation 

Dillon,  Read  &  Co.  Inc.  PaineWebber 

Incorporated 

Salomon  Brothers  Inc         Smith  Barney,  Harris  Upham  &  Co. 

Incorporated 

The  Robinson-Humphrey  Company,  Inc. 


cause  of  a  September  1  effective  cl 
for  certain  provisions  of  the  tax  t| 
There  were  $105.65  billion  in  ne*T 
nicipal  bond  issues  in  the  first  tti 
quarters  of  1986,  and  51  percej 
them  came  to  market  in  the  third  q|| 
ter. 

The  uncertainty  not  only  affectetjl 
suing  volume,  but  also  the  interest  rjl 
on  muni  bonds.  "As  the  market  soul 
to  take  future  events  into  account, 
gene  Mahon,  senior  vice  presideB 
Thomson  McKinnon,  says,  "it  made! 
worst-case  assumptions  about  I 
the  final  form  of  the  tax  bill  wouloJ 
And  the  market  adjusted  to  a  cl 
where  there  was  little  if  any,  sprl 
between  taxables  and  tax-exempl 
Thus,  investors  found  highly  attraol 
bargains  throughout  the  tax-exe| 
market. 

As  the  tax  bill  was  hammered 
however,  it  became  increasingly  cl 
that  Congress  would  leave  the  of 


"The  history  of  our  busi 
ness  has  been  one  of  fini 
ing  ways  to  finance  the 
public  needs  that  exist.' 


tax  exemption  untouched,  even  tho 
it  was  determined  to  impose  an  asj 
ment  of  limits  on  both  the  supply 
demand  sides  of  the  marketplace. 

On  the  supply  side.  "I  don't  tl 
you're  going  to  see  much  of  a  f allot 
true,  essential  purpose  munic 
bonds,"  says  Jerry  Gold,  vice  pi 
dent  of  Bankers  Trust  Co.  State 
local  governments  will  still  be  issu 
tax-exempt  bonds  to  finance  essei 
governmental  functions,  such  as  h 
way  construction  or  school  financir 

However,  the  PSA's  Ruth  adds, 
arbitrage  and  advance  refunding  n 
have  been  changed  significantly, 
that  will  change  the  way  deals 
structured."  Arbitrage  represents  ir 
est  income  earned  because  state 
local  governments  typically  bor 
substantial  amounts  in  a  securities 
sue  but  then  disperse  it  piecemeal, 
abling  them  to  invest  the  remainde 
'city  may  borrow  $200  million  fc 
bridge,  for  example,  and  pay  it  out  c 
a  two-year  period  as  the  bridge  is  t 
Under  the  new  tax  code,  interest  e 
ings  in  excess  of  interest  costs  or 
tax-exempt  issues  completed 
September  1 ,  1986,  must  be  rebate 
the  Treasury  Department.  Congi 
also  sought  to  limit  the  number  of  tii 
state  and  local  government  agen 
can  borrow  for  "advance  refundii 
that  is,  replacing  outstanding  de 
carrying  higher  interest  rates  with  i 
lower-interest  rate  debt.  There 


w  OURSTRENGTH 
SETS  THE  STANDARD 
INMUNICIPAL 
BOND  INSURANCE. 

"My  initial  job  interview  was  memorable,", 
recalls  Robert  A.  Meyer,  president  of  Bond 
Investors  Guaranty. 

"Several  prominent  financial  institutions 
wanted  to  launch  a  new  insurance  company.  The 
strength  of  its  guaranty  was  to  be  unmatched  in 
the  municipal  industry.  Was  I  interested? 

"Long  hours  were  spent  discussing  plans. 
How  could  this  goal  be  achieved? 

"First  there  had  to  be  strong  investors  with  a 
solid  commitment.  Next,  an  uncompromising 
position  that  placed  credit  quality  of  the  insured 
portfolio  first  was  necessary.  A  claims-paying 
ability  providing  the  strongest  bondholder  protec- 
tion and  supporting  the  premier  trading  value  in 
the  industry  was  the  final  objective. 

"The  company  made  sense.  No  compro- 
mises in  commitment  to  strength,  quality  or 
investor  protection .  This  was  an  offer  I  couldn't 
refuse." 


Bond  Investors  Guaranty's  paramount  goal 
is  to  provide  the  industry's  strongest  municipal 
bond  guaranty.  This  is  reflected  by  the  financial 
strength  and  reputation  of  our  founders;  a  high- 
quality  and  well-diversified  portfolio,  the  most 
conservative  in  the  business;  the  industry's 
,  strongest  claims-paying-ability-to-risk  ratio; 

and  the  Triple-A  ratings  awarded  us  by  both 
Moody's  Investors  Service  and  Standard  &  Poor's 
Corporation. 

Bond  Investors  Guaranty  stands  ready  to 
provide  a  level  of  securities  protection,  mar- 
ketability, trading  status  and  service  unsurpassed 
in  the  industry. 

BOND  INVESTORS  GUARANTY 

THE  STANDARD  OF  STRENGTH  IN  FINANCIAL  GUARANTIES. 

Founding  shareholders:  American  International  Group,  Inc.  •  Bankers  Trust  New  York  Corporation  • 
Government  Employees  Insurance  Company  •  Salomon  Inc  •  Xerox  Credit  Corporation 


Investors  Guaranty  is  the  service  mark  for  Bond  Investors  Guaranty  Insurance  Company  and  Bond  Investors  Guaranty  Services,  Inc. 


Do  your  lead  banks 
also  lead  the  way 
in  public  finance? 


As  one  of  the  lead  banks  for 
McDonald's  Corporation,  Bankers 
Trust  has  facilitated  the  company's 
expansion  in  the  Far  East  and 
Europe  with  various  credit  facilities 
and  innovative  financing  structures 
We  also  provide  a  wide  range  of 
merchant  banking  services, 
such  as  corporate  trust. 
Eurosecurities 
underwriting 
and  swaps. 


If  credit  is  about  all  you 
can  expect  from  your  lead 
hanks,  perhaps  it's  time  to  con- 
sider changing  one  of  them. 
To  a  merchant  bank. 
To  Bankers  Trust. 

Merchant  banking  com- 
bines the  lending  capability 
and  breadth  of  non-credit 
services  of  a  commercial 
bank  with  the  interme- 
diary skills  and  entre- 
preneurial spirit  of  an 
investment  bank. 
With  over  $52 
billion  in  assets,  we 
supply  credit  in  all  its 
many  forms. 

But  because  mer- 
chant banking  adds 
investment  bank- 
ing capabilities 
to  our  commer- 
cial banking 
strengths, 


we  provide  our  corporate 
customers  with  far  more  tha 
credit. 

Our  skills  extend  to  the 
capital  markets,  to  money, 
securities  and  currency  trad- 
ing, to  mergers  and  acquisi 
tions,  Eurosecurities,  and  ye 
to  public  finance. 

Last  year,  Bankers  Trus 
served  as  managing  under- 
writer or  sales  agent  for  $6  b 
lion  of  negotiated  tax-exemp 
financings  for  255  issuers. 

It's  our  wide  range  of  se 
vices  in  so  many  areas  that  h 
helped  make  us  a  lead  bank  i 
so  many  corporations.  That 
because  the  financial  needs 
the  modern  corporation  are 
complex  and  interrelated. 
Such  needs  almost  invariabl 
require  cross-disciplinary  sk 
on  the  part  of  a  lead  banker. 

Among  the  many  servi 
we  offer: 


Bankers  Trust  does* 


Global  Operating  and 
Information  Services.  As  a 
world  leader  in  electronic 
funds  transfer,  Bankers  Trust 
moves  over  $  100  billion  each 
day  for  our  international  cus- 
tomers. In  the  U .  S. ,  we  also 
provide  innovative  cash  man- 
agement services  to  major 
corporations  and  financial 
institutions. 

Lease  financing.  We 
arranged  and  closed  lease 
financings  of  $2.5  billion  in 
equipment  value  of  big  ticket 
transactions  last  year.  For 
three  straight  years,  we've 
arranged  more  leveraged  leases 
than  any  other  institution. 

Swaps.  Bankers  Trust  is 
a  universally  acknowledged 
market  leader  in  the  intricate 
world  of  currency  and  inter- 
est rate  swaps.  Our  team 
of  specialists  in  New  York, 
London,  Tokyo,  Hong  Kong 


and  Toronto  completes  an 
average  of  five  deals 
every  day. 

Futures.  Our 
affiliate,  BT  Futures 
Corp.,  is  a  leader 
in  the  interest 
rate,  currency  m 
and  precious 
metals  J 
futures 
markets, 
and  executes 
hedging  strate 
gies  for  major  corporations 
and  financial  institutions 
worldwide. 

Today,  any  lead  bank 
worthy  of  its  position  should 
be  able  to  deliver  not  just  a  few 
of  these  services  but  every  one 
of  them.  Which  is  why  so  many 
corporations  have  chosen  our 
bank  as  one  of  their  lead  banks. 
Bankers  Trust. 


In  1985,  Bankers  Trust  served  as 
managing  underwriter  for  three 
tax-exempt  financings  for  the  Duke 
University  Hospital  Project,  total- 
ing $126  million.  Liquidity  facilities 
for  Duke  were  also  provided  by 
the  bank. 


IBankersTrust  Company 

Merchant  banking,  worldwide. 
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been  extensive  refunding  in  the  last  two 
years  to  take  advantage  of  falling  inter- 
est rates. 

In  addition  to  limiting  arbitrage  and 
refunding,  Congress  is  creating  a  dis- 
tinction between  municipal  bonds  is- 
sued for  "essential"  or  "public  pur- 
poses" and  "nonessential"  or  "private 
purposes"  functions.  The  private  pur- 
poses category  will  include  housing 
bonds  issued  to  finance  apartments  or 
reduce  home  mortgage  costs,  and  in- 
dustrial development  bonds  used  for 
airports,  water  and  sewer  facilities  and 
student  loans.  States  are  facing  a  cap 
on  the  amount  of  nonessential  function 
bonds  they  can  issue.  They  will  also 
face  a  cap  on  issuing  expenses,  and 
investors  who  buy  these  categories  of 
bonds  issued  after  August  7,  1986,  will 
have  to  treat  interest  earned  on  them  as 
a  "preference  item"  that  must  be  add- 
ed to  taxable  income  if  the  taxpayer 
has  to  calculate  the  alternative  mini- 
mum tax.  The  AMT,  which  takes  effect 
when  it  creates  a  larger  tax  bill  than 
would  be  the  case  with  standard  tax 
calculations,  is  designed  to  ensure  that 
taxes  are  paid  by  households  and  busi- 
nesses with  high  incomes  who  might 
otherwise  escape  taxation. 

Besides  limiting  the  volume  of  private 
purpose  bonds,  Congress  is  also  re- 
stricting the  situations  in  which  the  tax 
exempt  can  be  used  for  "private  purpo- 
ses." The  limit  on  the  nongovernmental 
use  of  the  proceeds  of  a  tax-exempt 
bond  will  be  reduced  from  25  percent 
to  10  percent.  This  will  curtail  tax-ex- 
empt financing  for  convention  centers, 
stadiums,  industrial  parks,  pollution- 
control  equipment  and  other  projects 


State  and  local  govern- 
ments will  still  be  issuing 
tax-exempt  bonds  to  fi- 
nance such  essential  gov- 
ernmental functions  as 
highway  construction  or 
school  financing. 


for  which  local  governments  have  es- 
sentially lent  their  tax  exemption  to  pri- 
vate developers  in  order  to  foster  eco- 
nomic growth  or  encourage  construc- 
tion of  local  amenities.  The  Treasury 
has  long  argued  that  this  is  an  inappro- 
priate use  of  the  tax  exemption,  and  the 
new  limits  further  tighten  restrictions 
imposed  on  housing  bonds  in  1980  and 
on  industrial  development  bonds  in 
1984. 

Whatever  the  limits  on  the  tax-ex- 
empt market,  local  governments  stili 
have  needs  they  want  to  finance.  So 


Congress  is  creating  a 
distinction  between  mu- 
nicipal bonds  issued  for 
"essential"  and  "nonessen- 
tial" functions. 


Mark  R.  Sampson,  managing  director 
of  First  Interstate  Public  Finance  Co., 
says,  "There  are  going  to  be  a  lot  more 
taxable  issues."  For  some,  a  taxable 
muni  seems  like  a  contradiction  in 
terms.  After  all,  "Historically  and  tradi- 
tionally," Glover  of  Drexel  says,  "tax- 
exempt  and  municipal  securities  have 
been  synonymous,"  at  least  from  the 
point  of  view  of  the  buyer.  But  now,  he 
adds,  "It  may  be  that  a  redefinition  is 
appropriate." 

If  localities  issue  taxable  bonds,  they 
must  pay  a  higher  interest  rate.  But 
Lauren  Miralia,  executive  vice  presi- 
dent of  MBIA  notes  that  the  reduction  in 
income  tax  rates  has  reduced  the 
spread  between  taxable  and  tax-ex- 
empt bond  rates,  and  taxable  bonds 
permit  localities  "to  generate  any  kind 
of  arbitrage  they  want."  Moreover,  tax- 
able bonds  can  be  sold  to  new  classes 
of  investors,  such  as  pension  funds  and 
foreigners,  whose  tax-exempt  status 
had  left  them  uninterested  in  tax-ex- 
empt bonds.  Although  taxables  will 
cost  more  in  absolute  terms,  the  PSA's 
Ruth  says,  "The  fact  that  interest  rates 
have  come  down  during  the  period 
when  this  legislation  has  been  under 
consideration  has  a  way  of  masking  the 
degree  to  which  it  is  costlier  to  issue 
taxable  than  tax-exempt." 

Taxable  municipals  will  be  compet- 
ing with  corporate  bond  issues  for  in- 
vestor attention,  but  many  think  they  will 
do  well.  At  MBIA,  for  example.  Miralia 
says,  "Frankly,  we  don't  care,  from  a 
credit  perspective,  whether  Cook 
County  is  taxable  or  tax-exempt.  A  cor- 
poration's balance  sheet  can  change 
pretty  radically  over  the  weekend,  but  a 
Cook  County  is  going  to  be  there  for  a 
while." 

In  recent  years,  local  public  authori- 
ties have  been  edging  into  the  taxable 
market  to  finance  housing  and  other 
needs.  And  in  November,  1985,  Los 
Angeles  County  became  the  first  local 
government  to  sell  taxables  when  it  did 
a  $262-million  refunding  issue.  But  the 
taxable  muni  market  really  began  heat- 
ing up  during  this  summer.  In  June, 
Vermont  became  the  first  state  to  raise 
taxable  funds  with  a  $3.2-million  issue. 
At  about  the  same  time,  the  Louisiana 
Public  Facilities  Authority  offered  $100 
million  in  1 0-year  taxable  bonds  to  fund 
purchases  of  student  loans.  In  August, 
a  $300-million  issue  for  the  Southeast 


Texas  Housing  Finance  Corp.  be 
the  largest  taxable  financing  by  a 
government  authority.  But  thai 
quickly  surpassed  when  in  Scot© 
1986  the  Memphis  Health  Educa 
and  Housing  Facilities  Board  I 
$400  million.  Other  taxable  issue 
on  the  drawing  boards  in  s< 
states.  Most  will  be  negotiable  is 
but  the  Chicago  community  co| 
showed  that  municipal  issuers 
attract  competitive  bids  as  well. 

Lee  of  Ehrlich-Bober  says,  " 
you've  gone  into  the  taxable  are 
opens  up  all  types  of  new  avenue 
new  sources  of  funds,  and  you're 
to  go  to  the  place  where  you  ca 
the  best  possible  rates."  That  \a 
elude  foreign  financial  markets. 
Mary  Snyder,  a  vice  president  of  f" 
facturers  Hanover  Trust  Co.  "Rigf1 
everybody  is  examining  the  Eun 
kets,"  she  contends. 


Traditionally,  municip 
bonds  have  been  bougl 
by  three  categories  of  i 
vestors:  individuals,  ca 
mercial  banks,  and  pr< 
erty  and  casualty  insui 
ance  companies. 


Most  of  the  thousands  of  locai 
ernment  agencies  that  issue  bono 
unlikely  to  be  familiar  to  foreign  i 
tors,  Jerry  Gold  of  Bankers  Trust 
"I  think  names  are  going  to  be  £ 
portant  as  credit.  If  there  are  two 
double  A's,  for  example,  I  wouk 
the  city  of  Atlanta  is  going  to 
better  than  Alameda  County.  A  fa 
name  is  going  to  be  an  attraction 
York  City  may  not  be  as  good  a 
risk  as  some  small  city  in  Illinois," 
says,  "but  it's  going  to  get  a  lot 
play,  that's  for  sure." 

For  both  issuers  and  investors 
hon  of  Thomson  McKinnon  say 
sponding  to  the  new  environmen 
be  a  learning  process."  And, 
adds,  the  intermediaries  who  brin 
buyers  and  sellers  together  "are  a 
planning  mode." 

Meanwhile,  the  demand  side  c 
muni  market  is  being  altered  ir 
ways.  Traditionally,  municipal  tl 
have  been  bought  by  three  catec 
of  investors:  individuals,  commi 
banks,  and  property  and  casual 
surance  companies.  For  all  thes 
vestors,  of  course,  the  reduction  i 
rates  is  going  to  require  tax-ex 
bonds  to  pay  interest  rates  clog 
those  on  taxables.  an  adjustmerr 
has  already  taken  place.  In  add 


Once  there  was  life  in  America 
without  financial  insurance. 


FGIC 


Municipal  bond  insurance 
that  insures  Americans  won't  lose. 
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new  rules  will  alter  the  appeal  of  munis 
among  banks  and  insurance  compa- 
nies 

Provisions  in  the  tax  legislation  would 
eliminate  the  ability  of  commercial 
banks  to  deduct  the  cost  of  funds  bor- 
rowed to  finance  the  purchase  of  mu- 
nicipal bonds.  So  Gold  of  Bankers  Trust 
says,  "We're  clearly  going  to  lessen  our 
role  as  a  buyer."  Banks  are  not  only 
buyers  of  munis,  but  they  also  function 
as  underwriters  and  traders.  Here,  too, 
"They  will  have  to  look  twice  at  some  of 
their  positions,"  Gold  says. 

Lee  of  Ehrlich-Bober  adds,  "Insur- 
ance companies  are  going  to  be  some- 
what restricted  by  the  law.  Municipal 
bond  interest  will  be  included  as  a  pref- 
erence item  for  casualty  companies  in 
calculating  the  alternate  minimum  tax, 
and  this  will  make  tax-exempts  less 
interesting  to  them." 

However,  John  Auth,  senior  vice 
president  and  director  of  public  finance 
at  Thomson  McKinnon,  says  these 
changes  won't  have  a  dramatic  effect. 
"Individuals  already  account  for  ap- 
proximately 80  percent  of  all  the  pur- 
chases of  new  municipals.  So  although 
the  banks  are  probably  going  to  be  less 
active  here,  they  have  been  less  and 
less  important.  And  because  insurance 
companies  have  been  deriving  losses 
from  their  underwriting,  they  have  been 
less  of  a  factor  than  the  banks  have 
been.  So  if  tax-exempts  become  less 
attractive  to  them,  that  may  be  almost 
moot." 


The  complexity  of  the 
new  marketplace  is  also 
likely  to  stimulate  inter- 
est in  credit  enhancement, 
such  as  bond  insurance. 


While  individual  investors  will  in- 
creasingly dominate  the  market.  Ruth 
says,  "Mutual  funds  and  unit  invest- 
ment trusts  will  be  better  prepared  to 
keep  track  of  the  fine  differences  than 
will  a  typical  individual  purchaser,  so 
one  might  see  individuals  who  currently 
buy  muni  bonds  being  more  interested 
in  mutual  funds  or  unit  investment  trusts 
than  in  the  bonds  themselves."  Indeed, 
in  recent  months,  the  SEC  has  reported 
a  substantial  number  of  new  muni  bond 
mutual  funds  entering  its  registration 
process. 

The  complexity  of  the  new  market- 
place is  also  likely  to  stimulate  interest 
in  credit  enhancement,  such  as  bond 
insurance.  Municipal  bond  insurance 
has  grown  rapidly  since  it  was  intro- 
duced in  the  1970s.  Insurance  covered 
22  percent  of  the  municipal  bonds  is- 


sued in  1 985.  This  year,  Meyer  of  Bond 
Insurance  Guaranty  Corp.  says.  The 
percentage  of  bonds  being  insured 
has  declined,  and  that's  really  been  in 
response  to  the  overall  decline  taking 
place  in  municipal  interest  rates  and 
the  tightening  of  the  yield  spread  be- 
tween uninsured  and  insured  bonds 
As  interest  rates  decline,  it  becomes 
increasingly  difficult  for  cities  to  justify 
the  premium  on  insuring  bonds,  since 
the  premium  is  greater  than  the  cost 
savings  between  selling  on  an  insured 
basis  and  an  uninsured  basis."  Miralia 
of  MBIA  agrees-  "When  you've  got  12 
percent  bonds,  there  is  about  a  300- 
basis-point  spread  between  insured 
and  lower-rated  bonds.  Now  there's 
only  a  60-basis-point  spread  between 
higher-  and  lower-rated  issues,  so 
there's  no  room  to  pay  an  insurance 
premium  in  order  to  get  the  higher  rat- 
ing and  lower  interest  costs  that  bond 
insurance  provides." 

But  Meyer  adds,  "I  think  this  is  a 
temporary  phenomenon  that  will  be 
strongly  influenced  by  the  general  level 
of  interest  rates  in  the  muni  market."  C. 
Austin  Fitts,  managing  director  of  Dillon 
Read  &  Co.,  says.  "Insurance  is  defi- 
nitely here  to  stay.  In  the  long  run,  I 
think  you'll  see  more  use  of  insurance." 

Amid  the  efforts  to  prepare  for  the 
new  tax  environment  there  have  been 
some  other  developments  in  the  public 
finance  marketplace.  "The  single  most 
important  thing  that  has  gone  on  other 
than  the  tax-related  developments  is 
the  lowering  of  interest  rates,"  says 
Ruth.  Double-digit  interest  rates 
brought  a  huge  upsurge  in  short-term 
municipal  securities,  but  as  rates  have 
dropped,  municipal  issuers  have  been 
more  inclined  to  go  out  longer  term.  "In 
many  instances,  prudence  would  seem 
to  dictate  that  now's  the  time  to  lock  in 
the  relatively  attractive  longer-term 
rates,"  says  Mahon  of  Thomson  McKin- 
non. 


There  have  also  been  some  inf 
ing  new  uses  of  the  public  fmanc< 
kets.  For  example,  because  of  thfl 
ed  availability  of  liability  insu 
across  the  country,  the  Louisiana 
he  Facilities  Authority  sold  $280 1 
in  bonds  in  August  to  finance  thej 
up  of  a  special-purpose  insu 
company  offering  liability  insuran 
local  governments  in  the  state.  U 
ana  also  took  the  lead  in  using  the 
market  to  help  beleaguered  fai 
On  August  29.  the  Louisiana  Agrii 
al  Finance  Authority  sold  $1 50  mil 
taxable  revenue  bonds  to  Drexell 
ham  Lambert.  The  8.25  percer 
Louisiana  paid  on  the  10-year  I 
will  permit  9  25  percent  loans  to) 
ers,  enabling  them  to  refinance 
carrying  interest  rates  as  high 
percent  Similar  plans  have  been 
consideration  in  other  states. 

The  market  has  seen  some  ir 
tions  this  year.  Nonetheless.  Snyi 
Manufacturers  Hanover  says.  "Bfl 
ly,  it  has  been  pretty  quiet  in  tei 
trends"  because  ali  eyes  have  be 
the  tax-reform  debate.  Drexel's  0 
adds.  It's  clear  we  won't  see  any 
wrinkles  or  changes  until  after  tl 
bill  is  analyzed,  but  then  you're  lit 
see  them  coming  out  of  the  wooc 
What  is  fueling  this  is  the  under* 
ing  that  state  and  local  govern 
still  have  facilities  and  services  tf" 
have  to  be  financed,  regardless  a 
the  tax  law  does."  The  public  fil 
marketplace  must  raise  the  nece 
funds  by  creating  securities  that 
the  needs  of  the  investors  as  well 
issuers.  No  matter  how  the  tax 
change,  the  financial  needs  of 
and  local  governments  won't  go 
and  neither  will  the  market  that  fin 
those  needs.  ■ 

David  S.  Glick's  byline  has  appea 
in  both  financial  and  general  inter 
publications. 
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our  triple-As 
give  you  a  plus. 


MBIA-insured  securities 
are  rated  Aaa  by  Moody  's  and 
AAA  by  Standard  &  Poor's. 


hen  you  insure  a 
municipal  bond  issue,  what 
do  you  get  beyond  a  Triple-A 
rating? 

At  the  Municipal  Bond 
Insurance  Association,  the 
answer  is  simple: 
A  great  deal. 

You  get  depth  of  experience.  We've  been  insuring  municipal 
securities  for  more  than  a  decade.  Over  the  last  twelve  years, 
we've  guaranteed  over  $50  billion  worth. 

Plus  the  strength  of  a  guarantee  by  an  association  of  five 
major  insurers. 

Plus  value.  Bonds  insured  by  MBIA  generally  have  a  higher 
trading  value  than  those  insured  by  other  guarantors. 

For  the  record,  the  member  companies  of  MBIA  and  each 
company's  several  but  not  joint  share  of  the  guarantee:  The 
Aetna  Casualty  and  Surety  Company  33%.  Fireman's  Fund 
Insurance  Company  30%.  The  Travelers  Indemnity  Company 
15%.  Aetna  Insurance  Company  12%.  The  Continental  Insur- 
ance Company  10%. 


MBIA 

We  guarantee  the  public  interest SM  wBm^mmmm* 
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Our  culture,  our  advertising  and  our  doc- 
tors all  tell  us  that  the  ideal  is  to  be  lean  and 
fit.  So  why  are  Americans  getting  fatter? 


Losing 

the  battle 
of  the  bulge 


By  James  Ring  Adams 
and  Jeffrey  A.  Trachtenberg 

The  gap  between  what  we 
would  like  to  be  and  what 
we  are  is  widening.  Ameri- 
can advertising  and  the  mass 
media  portray  a  relentless 
urge  for  fitness.  But  the  truth  is  that 
we  are  not  a  nation  of  joggers,  iron- 
pumpers  and  whisper-thin  fashion 
models.  Rather,  we  are,  increasingly, 
a  nation  of  broad  bottoms  and  bulging 
middles. 

"Get  outside  of  New  York,  Chicago 
and  Los  Angeles,  and  what  you  see  is  a 
lot  of  fat  people,  "  says  Bob  Levenson, 
vice  chairman  of  the  advertising  agen- 
cy Saatchi  &.  Saatchi,  Compton.  "But 
people  don't  like  to  think  of  them- 
selves that  way.  Your  friends  say,  'I've 
got  to  lose  a  few  pounds,'  and  put 
Sweet'n  Low  in  the  coffee.  Then  they 
pig  out  on  dessert.  There  is  a  big  dif- 
ference between  what  they  are  and 
what  they  think  they  are." 

The  statistics  say  adman  Levenson 
is  right.  Federal  fat  watchers  at  the 
National  Center  for  Health  Statistics 
confirm  that  the  total  population  has 
i  plumper  over  the  last  20  years. 
By  1980  the  girth  of  the  nation  had 
expanded  to  the  point  where  the  aver- 
adult  was  6  pounds  heavier  than 


in  the  1960s. 

Things  have  almost  certainly  got- 
ten worse  since  those  numbers  were 
done.  The  six-year-old  federal  num- 
bers were  compiled  just  as  the  coun- 
try embarked  on  a  high-calorie,  con- 
venience and  fast-food  frenzy  that 
made  Whoppers,  Haagen-Dazs  ice 
cream  and  Mrs.  Fields  Cookies  house- 
hold names.  "We  don't  have  to  hunt 
food  anymore,"  reflects  Dr.  Theodore 
B.  Van  Itallie,  codirector  of  the  Obesi- 
ty Research  Center  at  St.  Luke's-Roo- 
sevelt  Hospital  in  New  York  City.  "It 
hunts  us." 

For  a  sharper  focus  on  who  we  are 
and  what  we  eat,  listen  to  Srully  Blot- 
nick,  Forbes  columnist  and  a  statisti- 
cian who  has  long  researched  the 
changing  American  culture.  "We 
compared  the  eating  attitudes  of  750 
37-year-old  professional  men  and 
women  in  1986  with  the  attitudes  of 
the  same  kind  of  people  in  1976,  and 
the  changes  were  dramatic,"  says 
Blotnick.  "These  people  today  are  do- 
ing mental  arithmetic.  'If  I  have  a 
salad  and  some  melba  toast,  I'm  enti- 
tled to  pig  out  on  dessert.'  When  I 
asked  women  how  they  justified  their 
ice  cream,  they  self-righteously  said 
they'd  eaten  thin  crackers  for  lunch. 
They  thought  they'd  earned  the  right 
to  a  fat  attack." 


Indeed.  Blotnick's  study  of  the  twol 
groups  shows  that  consumption  of  ictl 
cream  increased  109%  by  1986,  witll 
sales  of  Haagen-Dazs,  Frusen  GladjJ 
and  Dove  Bars  among  the  most  popul 
lar  belt-busters.  Cake  and  cookie  eatl 
ing  has  gone  up  56%.  The  result  I 
that  37-year-old  businesswomen 
weigh  138  pounds  today  against  13o| 
in  1976,  while  the  men  weigh  17< 
pounds,  up  from  171  ten  years  agol 
Take  one  guess  where  those  extra  i\ 
pounds  congregated. 

"What  is  really  telling  is  that  wheij 
we  asked  women  if  they've  been  on  . 


liet  in  the  last  12  months,  46%  re- 
plied affirmatively.  They  think  they 
ire  dieting,  yet  their  weight  is  still 
;oing  up,"  says  Blotnick.  In  short,  as  a 
lation  we  are  kidding  ourselves  about 
>ur  waistlines. 

The  federal  figures,  based  on  far 
broader  U.S.  Census  data,  show  that 
he  most  enthusiastic  eaters  are  the 
people  who  populate  that  massive 
mlge  of  60  million  in  the  population 
low  reaching  their  late  30s  and 
<nown  to  the  cliche-meisters  as  baby 
)oomcrs.  This  whole  generation  is 
low  facing  an  ancient  truth:  First  you 


grow  taller,  then  you  grow  wider.  In 
the  past  the  average  American  could 
expect  to  be  15  pounds  heavier  in  ear- 
ly middle  age  (34  to  45  years  old)  than 
when  he  or  she  was  in  college.  But  the 
25-to-34-year-olds,  those  offspring  of 
the  Fertile  Fifties,  aren't  waiting. 
They  are  only  a  half-inch  taller,  and 
already  an  average  6  pounds  heavier 
than  the  norm  for  young  adults  two 
decades  ago. 

Gluttony  is  not  the  only  villain.  Dr. 
Kelly  Brownell,  an  associate  professor 
of  psychiatry  at  the  University  of 
Pennsylvania   School   of  Medicine, 


says  that  technology  now  enables  us 
all  to  perform  even  common  house- 
hold tasks  with  less  exertion,  which 
means  we  burn  fewer  calories.  Elec- 
tric garage  door  openers,  food  proces- 
sors, automatic  nail  guns  and  remote 
TV-channel  changers  all  conspire  to 
conserve  our  energy.  Most  writers 
with  a  good  software  package  don't 
even  need  to  lift  a  dictionary  these 
days:  They  simply  press  the  spell- 
checker  button. 

"The  other  factor  is  that  we  are 
bombarded  with  advertisements  for 


food,"  says  Brownell.  "To- 
day the  average  child  sees 
about  10,000  food  commer- 
cials a  year.  Take  a  look  at 
early  morning  TV  and  what 
you  see  are  commercials  for 
Three  Musketeers,  Kool- 
Aid,  Cap'n  Crunch  and 
foods  of  that  ilk  that  tend  to 
be  high  in  calories.  I  defy 
you  to  watch  Saturday 
morning  TV  and  find  the 
commercial  for  lettuce  or 
celery  or  sprouts." 

As  waistlines  and  be- 
hinds  bulge,  guilt 
grows,  too.  Says  Stone  Rob- 
erts, executive  vice  presi- 
dent with  the  ad  agency 
SSC&B,  who  works  on  the 
Diet  Coke  account:  "There 
is  no  doubt  in  my  mind  that 
one  of  the  reasons  Diet  Coke  is  so 
popular  is  that  it  relieves  the  guilt  of 
having  eaten  dessert." 

Our  feeding  frenzy  shows,  too,  in 
our  appetite  for  literature.  No  self- 
respecting  best  seller  list  these  days  is 
without  its  new  and  different,  sure- 
fire diet  book.  And  while  books  on 
nouvelle  cuisine  and  healthful  cook- 
ing remain  part  of  our  culinary  li- 
brary, they  have  been  joined  by  equal- 
ly successful  volumes  like  Square 


Plus  Models  talent  it?  New  York  (top)  and 
(below)  site  of  a  new  Lane  Bryant  in  Manhattan 
Full-size  fashion  comes  out  of  the  closet. 


Meals.  Real  Food,  White  Trash  Cooking 
and  others  favoring  old-fashioned 
meat-and-potato  dishes,  heavy  on  the 
gravy. 

Advertising,  as  might  be  expected, 
reflects  us  as  we  would  like  to  be 
seen.  "We  don't  use  fat  people  in  our 
commercials  because  they  are  unat- 
tractive," says  Levenson  of  Saatchi  & 
Saatchi.  "We're  in  the  business  of  at- 
tracting people,  not  repulsing  them." 

As  the  numbers  cited  above  show, 


women  seem  to  be  fai 
worse  than  men  in  the  1 
tie  of  the  bulge.  Yo 
women  have  gained 
more  than  men.  The  la 
height  and  weight  sui) 
from  the  National  CeJ 
for  Health  Statis 
showed  that  20%  of  wor 
between  25  and  34  \j 
overweight,  a  hefty  fd 
point  increase  over  the  [ 
two  decades.  The  yo1 
men — though  seemir 
fated  to  thicken  later  o 
seem  to  be  controlling  tl 
weight  somewhat  bet 
their  average  weight, 
though  6  pounds  hig 
than  in  the  early  Sixties, 
tually  didn't  change  c 
■■■■    the  last  decade. 

We  may  be  deluding  ourse. 
about  getting  thinner,  but  folks  in 
apparel  business  aren't  fooled, 
though  makers  of  large-size  clotl 
have  only  recently  begun  to  keep 
tistics,  many  say  such  sales  will  re 
S8  billion  this  year — a  fraction  of 
potential  market,  they  believe. 

Designers  are  courting  the  lai 
size  market.  Harve  Benard,  Git 
Vanderbilt  and  Laura  Biagiotti,  arri 
others,  were  featured  in  a  Septerr 


Ed  Keating 


**  /  V    /  /V/--.       f  t- 

*—  -  r—  v.*  - 


m  m  *  » 


Today's  success  stories 
I     are  being  written  on 
Canon  AP  300  typewriters. 

(Success  is  the  name  of  the  game  no  matter  what  business  you're  in.  That's  why  you  need  the  amazing 
>n  AP  300  electronic  typewriter  working  for  you. 

;  Underlining,  indenting,  bold  print,  centering  and  line  framing  for  charts  are  all  done  automatically  by 
JP  300.  Plus,  it  has  a  half-page  correction  memory  to  help  eliminate  errors,  and  enough  memory  to  store 
J  entry  used  names,  addresses  and  phrases. 

Canon  offers  innovative  options  to  expand  the  AP  300  like  a  9"  CRT  screen  that  displays  a  half-page  of 
ind  provides  advanced  editing  features,  such  as  global  search  and  replace, 
i  Checking  and  correcting  spelling  is  easy,  too.  Canon's 
nal  90, 000- word  dictionary  will  alert  you  to  possible 
s  and  suggest  corrections.  You  can  even  «■ 
-  specialized  dictionary  for  the  medical,  legal, 
ing/ finance  and  insurance  fields.  f 
Each  of  these  options  is  also  available  on  r  A 
\P  350,  which  has  a  memory  that's 


ndable  to  24K.  And  for  less-complex 
lg  needs,  there's  the  Canon  AP  200. 

Since  Canon  has  600  dealers  coast 
»ast,  service  is  never  a  problem. 

So  start  writing  your  success 
'  right  away.  If  it's  written  on  a 
)n  typewriter,  it's  sure  to  have 
ppy — and  profitable— ending. 

For  more  information 
le  complete  line  of  Canon 
ronic  typewriters,  call 
0-453-1800.(In  Utah, 
0-922-3131.) 

anon 

w  Successful  Companies  Type"! 

J.S.A.,  Inc.,  One  Canon  Plaza.  Lake  Success.  NY  11042  t  1986  Canon  U  S  A  .  Inc 


Please,  Sir,  more 


Portions  on  American  tables 
shrank  in  the  early  1980s,  wheth- 
er from  the  health  kick  or  the 
recession,  but  ever  since,  we've 
been  piling  our  plates  higher  and 
higher.  Per  capita  consumption 
figures  from  the  U.S.  Department 
of  Agriculture  show  a  resurgence 
of  the  meat-and-potato  dinner, 


with  ice  cream  for  dessert  and 
nondiet  soda  on  the  side. 

a 

Ice  cream2 

Pounds  per  capita  per  year 

18.5 
18.0 
17.5 
17.0 
16.5 
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Vogue  fashion  insert  advertising  large 
sizes.  A  nice  marketing  move:  Ac- 
cording to  published  reports,  20%  of 
Vogue  readers  are  a  size  16  or  larger. 

A  |une  survey  of  10,000  house- 
holds, commissioned  by  Allison  Con- 
sultants, a  New  York  City  marketing 
consultant  to  the  fashion  industry, 
found  that  over  60%  of  women  wore  a 
size  12  or  above  and  that  31%  were  at 
least  a  size  16.  Allison  estimated  that 
what  is  euphemistically  called  "the 
full-size  market"  could  reach  from 
$20  billion  to  $25  billion  annually, 
three  times  larger  than  any  previous 
estimate,  but  one  it  says  other  studies 
bear  out. 

Certainly  stores  specializing  in 
"full-size"  fashions  report  ex- 
traordinary expansion.  Nancy  Rad- 
min  of  Cresskill,  NJ.  gained  80 
pounds  ten  years  ago  while  having  a 
son;  frustrated  at  not  finding  stylish 
clothes  in  her  new  size,  she  started 
the  Forgotten  Woman  boutique.  Con- 
sidered the  top  of  the  line  in  full-size 
fashion,  with  prices  ranging  from 
$100  for  a  silk  blouse  to  $12,000  for  a 
fur  coat,  her  business  has  grown  an 
average  35%  a  year.  She  now  has  15 
stores  in  eight  states  and  four  opening 
in  Houston,  Newport  Beach  and  Phil- 


Beef  and  veal 


Pounds  per  capita  per  year 
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Caloric  sweeteners3 

Pounds  per  capita  per  year 

150 

146 

r 

142 

/ 

138 

134 

/ 
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adelphia  within  the  next  five  months. 

The  venerable  Lane  Bryant  chain, 
not  profitable  four  years  ago  when 
Leslie  Wexner's  The  Limited,  Inc.  of 
Columbus,  Ohio  picked  it  up,  has 
turned  around.  New  management 
threw  out  its  supersizes,  went  after 
moderately  heavy  women  (sizes  14  to 
26)  and  found  its  market  boom.  Presi- 
dent Ira  Quint  says  185  new  stores 
will  open  this  year,  bringing  the  total 
to  586  in  48  states.  Department 
stores,  too,  have  finally  gotten  the 
word.  Bloomingdale's  Shop  for  Wom- 
en, its  large-size  section,  has  become 
the  chain's  fastest-growing  division. 
Macy's  has  had  similar  success. 

Men's  large  fashions  are  lagging, 
but  marketers  are  finding  a  demand 
there,  too.  Levi  Strauss  &.  Co.  began 
heavy  promotions  for  its  large-size 
line  in  February,  and  sales  have  ex- 
panded nicely.  Levi  uses — who 
else? — William  (the  Refrigerator)  Per- 
ry of  the  Chicago  Bears  to  promote  its 
big  and  tall  lines  with  trade  ads  show- 
ing a  grinning  Perry  and  the  caption 
"Are  you  going  to  tell  him  you  don't 
have  his  size?" 

We  can  see  the  root  of  all  this  at  the 
dinner  table.  The  U.S.  Department  of 
Agriculture's  index  of  per  capita  food 
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Soft  drinks 
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consumption  reached  a  record  higl 
1985.  We  now  eat  5%  more  per  caj 
than  we  did  ten  years  ago.  Yes,  tfl 
has  been  a  shift  toward  chicken  . 
fish,  but  the  figures  also  show  t 
when  beef  is  a  bargain,  as  it  has  b 
in  recent  months,  Americans'  q 
for  red  meat  remains  undimimshe 

Potato  consumption — fresh,  fi 
and  chipped — jumped  by  an  ast) 
ishing  7.6  pounds  a  head  last  y 
One  reason  may  be  the  sudden  pa 
lanty  of  the  baked  potato  and  the 
plosion  of  specialty  snack  shops  1 
One  Potato  Two  of  Minneapc 
which  has  grown  to  36  stores  and 
franchises  this  year  from  its  star 
1977  (as  2  shops  in  Minneapo 
President  Ken  Rittmueller  says  it  j 
serve  4  million  baked  potatoes 
year  under  21  different  toppings. 

There's  no  denying,  too,  the  v< 
cious  return  of  America's  svn 
tooth.  Each  of  us  put  away  an  avei 
150.9  pounds  of  caloric  sweeter 
last  year,  both  sucrose  and  the  h: 
fructose  corn  syrup  that  now  goes  i 
soft  drinks.  That's  5  pounds  ap: 
more  than  the  year  before  and  a  ml 
pounds  more  than  in  1976.  Let's 
clear:  Sales  of  sugar  itself  decline 


Processed  and  fresh  J  Not  including  specialty  ice  creams.  '  Corn  sweeteners  and  sugar 


ou're  planning  to  do  business  in  Germany, 
u  should  look  for  a  bank  that  understands 
irit  more  than  just  German  business. 

You  need  an  interna- 
>al  bank  that's  at  home  in 
:Tiany.  A  bank  that  can  not 
i:  help  you  with  the  complex- 
of  the  German  market,  its 
5  and  regulations,  but  can 
>  appreciate  the  implica- 
s  for  your  international 
iness.  A  bank  that's  large 
ugh  to  offer  you  all  the  fi- 
cial  services  you  need,  yet 
ible  enough  to  produce 
failed  solutions  to  specific 
onal  problems.  We  are 
many's   second  largest 
k,  with  1,000  domestic 
iches,  and  over  eighty  of- 
s  worldwide.  After  being  in 
rnational  business  for  more 
i  a  century  we  work  for 
ut  100,000  companies, 
can  offer  you  a  profound 
wledge  of  German  busi- 
s  -  and  a  bit  more. 


of  the  leading  banks  in  the  world. 

dnerBankAG 

p  Office:  Jiirgen-Ponto-Platz  1, 6000  Frankfurt/Main, 
jRep.  of  Germany. 
A:  NewYnrk  Chir.ann  I  ns  Annplps  Hniistnn  Miami 


rBank 

Bank  with  imagina 


Customers  in  a  supermarket 
"We  don't  have  to  hunt  food, 
anymore.  It  hunts  us." 


the  grocery  store,  which  means  we  are 
sweetening  our  diets  with  more  soft 
drinks  and  desserts.  Soda  pop  alone 
accounts  for  two-thirds  of  our  record 
corn  syrup  consumption.  Yes,  we 
tossed  down  more  diet  soft  drinks,  but 
four  out  of  every  five  cans  of  soda 
were  the  real,  155-calorie  thing. 

Even  more,  the  rich  dessert  is  posi- 
tively in.  The  trendiest  restaura- 
teurs say  their  customers  no  longer 
shun  the  apricot  souffle,  custard 
eclairs  or  sundaes  topped  with  hot 
fudge  made  of  premium  chocolate. 
And  the  rush  by  superpremium  ice 
cream  brands — like  Pillsbury's  Haa- 
gen-Dazs,  Dart  &  Kraft's  Frusen 
Gladje,  plus  the  big  independents,  Ben 
&  Jerry's  and  Steve's  Ice  Cream — to 
dominate  deli  and  supermarket  freez- 
er cabinets  is  well  known.  Though,  in 
total,  we  are  eatmg  only  slightly  more 
ice  cream  now  than  in  1976,  what  we 
do  consume  is  obviously  a  lot  more 
fattening.  Dairy  Queen,  for  example, 
the  nation 's  largest  drive-in  ice  cream 
rranchise,  is  packing  them  in  with  a 
16-ounce,  700-calorie  concoction 
called  the  Blizzard,  a  cup  of  its  soft  ice 
cream  whipped  in  a  blender  with  your 
choice:  crushed  M&Ms,  Butterfin- 
gers.  Heath  bars  or  Oreos,  among  oth- 
er flavors.  The  Blizzard  slurped  up 
more  than  20%  of  revenues  m  the 


stores  that  carried  it  in  1985. 

The  broadening  of  America  is  re- 
shaping more  than  iust  the  fashion 
and  food  industries.  New  York  City  's 
Metropolitan  Transportation  Author- 
ity drew  a  barrage  of  criticism  two 
years  ago  when  it  ordered  new  Japa- 
nese subway  cars  with  seats  too  nar- 
row for  the  average  Gothamite  poste- 
rior. But  the  seats  were  not  made  for 
the  Japanese,  as  the  New  Yorkers 
thought;  they  were  built  according  to 
the  MTA's  erroneously  thin  estima- 
tion of  the  American  derriere.  More: 
Something  called  the  "occupant  di- 
mensional parameters  subcommit- 
tee" of  the  Society  of  Automotive  En- 
gineers discovered  last  year  that  the 
average  big-rig  trucker  was  1 7  pounds 
heavier  than  the  industry  thought.  Its 
study  may  reshape  the  cabs  for  future 
18-wheelers,  allowing,  for  instance, 
an  extra  inch  for  the  crucial  belly-to- 
wheel  specification. 

The  furniture  and  bedding  industry 
is  also  adjusting  to  a  weightier,  more 
sedentary7  population.  "With  the  pop- 
ulation getting  heavier,"  says  Al 
Klancnik,  vice  president  of  manufac- 
turing services  for  Sealy,  Inc.,  the 


mattressmaker,     "there    are  rj 
stresses  and  strains  put  on  the 
We  have  to  more  efficiently  use 
steel  and  upholstery  ingredients." 

So  are  Americans  killing  tin 
selves  with  all  these  calories :  O 
ions  differ.  The  Metropolitan  Lifd 
surance  Co.  has  issued  an  upq 
version  of  its  "ideal'  height 
weight  tables  showing  that  "tod 
adults  can  weigh  more  than  t 
1959  counterparts  and  still  antici] 
favorable  longevity.  So-called  c 
mum  weights  were  up  to  13  pou 
heavier  than  in  the  company  s  pi 
ous  1959  study. 

But  most  heart  doctors  heatedb 
ject  anything  that  might  ua 
mine  their  diet  discipline.  The  Am 
can  Heart  Association  urges  doc 
to  retain  the  1959  tables  as  t 
weight  guide.  "I  don't  like  to  see  s 
dards  of  preventive  medicme  b< 
relaxed  says  Dr.  Van  Italhe.  with 
tone  of  someone  fighting  a  reargi 
action.  And  lest  Metropolitan  L 
relaxed  standards  render  people  c 
placent.  usmg  the  more  lement 
bles,  76°o  of  American  men  and  ( 
of  the  women,  88  million  in  all, 
ceed  the  optimum  weight. 

So,  who's  kidding  whom?  The 
is.  most  of  us  are  not  svelte.  We 
thinking  thin  and  getting  fat.  ■ 


trows  The  future  of  flight  is  taking  shape  —  the  forward- 
Mi  l»-  swept- wing  shape  of  Grumman's  X-29,  now  flight  testing  eight  new  tech- 
J|J(%  1%  nologies.  All  integrated  by  Grumman:  a  new  composite  application,  airborne 
m    computers  that  adjust  control  surfaces  40  times  a  second,  and  more.  Design, 
a  terials  and  electronics.  No  other  company  could  On  Iff  f^RIT  MllUf  A  K 

ut  them  together  so  well  and  make  them  fly.  will  j  M¥Mm¥M£%m^ 


irademark  of  Grumman  Corporation 


MCI  is  committed  to 
being  first  with  the  best 


MCI  pioneered  the  use  of  single-mode  fiber 
optics  considered  todays  standard  for  the  clearesi 
cleanest  connections.  So,  while  others  rush  to 
I  build  their  fiber  optic  networks,  MCI  has  fiber 

•  "1-  optics  in  place  now  . 

J  -i  j  MCI  foresight  doesn't  end  with  hind 

jj|  i  -|  J  IrM  |        sight.  What  have  we  done  for  you  lately?  Th 

^HMMMM^HM^^M  —     year  alone,  we'll  add  90  million  circuit  miles  c 

ailing  around  the  country  or  the  world  ^  ^  capacity_enOUgh  for  more  than  18C 

round  trips  to  the  moon-to  assure  you  of  the  most  reliable  transmission  of  your 
voice,  data  and  video  messages. 

.Anticipating  your  needs  keeps  us— and  you— ahead.  MCI  invests  a 


lion  dollars  a  year  in  leading  edge  technology  to  give  you 
lovative  voice  and  data  solutions.  Like  the  unique  MCI 
USMSM/WATS  family  of  products  with  international  capa- 
ities,  or  MCI  Mail.®  Each  brings  flexibility  that  lets  you 
ntrol  your  communications-not  the  other  way  around. 

Our  coinmitment  to  your  future.  Thousands  of 
CI  professionals  use  their  special  insight  and  creativity  to 

make  our  products  and  network  work 
harder  for  your  business,  anticipating 
your  needs  and  developing  the  right 
solutions  for  you. 

This  competitive  drive  sets  us  apart 
Because  we  compete,  you  win. 


novative  engineering 
akes  our  network  and  your 
insmission  superior. 


MCI  pioneered 

fiber  optic  ^| 
technology  now 

considered  the 
industry  standard. 


COMMUNICATIONS  FOR  THE  NEXT  100  YEARS! 

'  MCI,  the  MCI  logo,  and  MCI  Mail  arc  registered  service  marks  of  MCI  Communications  Corporation  (MCIC ). 
">M  MCI  PRISM  and  COMMUNICATIONS  FOR  THE  NKXT  10(1  YFARS  are  service  marks  o!  MCIC.  c  MCIC  September  19Hh\ 


Champion  Spark  Plug  Co.  has  lost  its  spark. 
A  new  chief  executive  is  talking  turn- 
around, hut  maybe  too  late. 


Loser  and  still 
champion 


By  Barry  Stavro 


F|  or  most  of  the  76  years  since 
the  Stranahan  brothers  set  up 
shop  in  Toledo,  Ohio,  Champi- 
on Spark  Plug  Co.  has  been  the  lead- 
ing U.S.  maker  of  those  little  gadgets 
that  ignite  a  mixture  of  fuel  and  air  in 
the  cylinders  to  propel  the  car.  Even 
today,  the  famous  brand  still  has  38% 
of  the  replacement  market  for  plugs, 
ahead  of  General  Motors'  32%  (AC 
spark  plug  brand]  and  Allied-Signal's 
Autolite  with  24%.  Champion  is 
strong  overseas,  too,  where  it  gets 
more  than  half  its  spark  plug  sales. 

But  holding  market  share  has  been  a 
barren  exercise  for  Champion.  Once  a 


highly  profitable  business,  it  is  losing 
money  today.  The  profits  curve  has 
gone  down,  down,  down.  In  the  1960s 
Champion  averaged  better  than  13% 
aftertax  profits;  in  the  1970s,  nearly 
10%.  Last  year  the  company  earned 
$15.2  million  on  $829  million  in 
sales — less  than  two  pennies'  profit 
on  every  dollar  in  sales  and  a  miser- 
able 4.2%  return  on  equity. 

This  year  is  even  worse.  Thanks  in 
part  to  a  strike  by  the  United  Auto 
Workers  and  some  writeoffs,  through 
nine  months  Champion  lost  $18.7 
million  on  flat  sales.  It  will  probably 
mean  the  first  full-year  loss  since  the 
company  went  public  in  1958.  In  the 
third  quarter  the  dividend  was  sus- 


pended, and  the  stock,  trading  rec 
ly  at  10,  sells  barely  at  book  valut 

Presiding  over  this  sodden  pei 
mance  is  Robert  A.  Stranahan  Jr., 
son  of  one  of  Champion's  founJ 
and  company  chairman  since  li 
Under  Stranahan  the  company  s  b 
business  changed,  while  Chamfl 
didn't.  After  the  fuel  crunch  of 
1970s,  the  eight-cylinder  car  bega] 
go  the  way  of  the  brontosaurus.  Tq 
about  45%  of  the  new  cars  buil 
North  America  have  four-cylinder) 
gines;  a  decade  ago  it  was  only  3°/| 

The  fewer  cylinders,  the  fa 
spark  plug  holes  to  fill.  On  top  of  t) 
electronic  ignitions  and  unleaded 
have  stretched  the  replacern 
schedule  for  spark  plugs  from  el 
10,000  driving  miles  to  30,000.  P 
most  of  the  Japanese  cars  sold  in 
country  come  with  Japanese  plug; 

And  though  most  of  these  trd 
were  clear  a  decade  ago,  Champ 
hasn't  made  many  moves.  In  197 
did  buy  The  Anderson  Co.,  basei 
Michigan  City,  Ind.,  the  leading  ru 
er  of  windshield  wipers,  and  earln 
took  over  DeVilbiss,  based  in  Tol» 
which  makes  everything  from  sj 
painting  robots  to  health  care  eq] 
ment.  But  while  competitors  * 
bringing  out  new  products  and  e 
setting  up  motor  tune-up  franchi 
Champion  sat  on  its  brand  name. 

"If  you're  a  gardener  of  roses 
grow  championship  roses,  you  dl 
introduce  new  strains,"  says  Du 
Stranahan  (r.,  grandson  of  one  ofl 
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TO  INSURE  THE  ARM,  GO  TO  LONDON 
TO  PROTECT  THE  TEETH,  COME  TO  DELTA 

You  know  where  famous  quarterbacks  go  to  insure  their  arms. 

But  you  may  not  know  where  15  million 
Americans  in  over  18  thousand  companies 
go  to  protect  their  teeth.They  come  to 
■  :>  ^  Delta  Dental.  Delta  is  Americas  first  leading 

''Wl  and  largest  dental  carrier. 


Ml  4 


Whether  you're  the  president  of  your  company 
or  just  starting  out,  you  should  know  90% 
of  major,  painful  and  expensive  dental 
problems  can  be  prevented  by  regular 
professional  care.  And  after  that  when 
trouble  comes,  big  or  small,  Delta  is  the 
best  friend  your  teeth  can  have. 


You  should  also  know  Delta  offers  you  and 
your  company  the  most  sophisticated 
cost-containment  system  in  the  business. 

To  find  out  why  a  Delta  Dental  Plan  is 
remembered  long  after  a  small  raise  is 
forgotten,  call  1-800-441-3434.  Well 
send  you  10  solid  reasons.  Until  then, 
keep  it  between  the  uprights. 

The  Delta  Dental  Plan 

Americas  First,  Leading  and  Largest 


company's  founders  and  a  member  of 
the  board. 

Maybe  not,  but,  for  all  its  poor  re- 
sults, Champion  smells  sweet  to 
some  covetous  investors.  Not  the 
least  of  them  is  big-scale  Wall  Streeter 
Mario  Gabelh,  who,  through  Gamco 
Investors,  has  picked  up  better  than  1 
million  of  Champion's  38  million 
shares.  One  of  the  things  that  smells 
sweet  to  Gabelli  is  Champion's  bal- 
ance sheet:  a  paltry  $29  million  in 
long-term  debt  and  some  $220  mil- 
lion in  working  capital.  That,  plus  the 
powerful  Champion  brand  name,  has 
Gabelli  betting  that  someone  will  buy 
the  company. 

Frederick  Mancheski  is  chief  of 
Branford,  Conn. -based  Echlin  Inc. 
($900  million  sales),  an  aggressive 
auto  parts  company  that  has  quadru- 
pled in  size  in  ten  years  with  acquisi- 
tions and  new  products.  Mancheski 


By  John  Merwin 

NEED  AN  ANTIRAIDER  DEFENSE  of 
proven  value?  Try  turning  your 
firm  over  to  Joseph  Williams. 
He  is  the  chairman  of  Warner-Lam- 
bert, the  $3.2  billion  maker  of  pre- 
scription and  over-the-counter  drugs 
and  confections.  While  Warner-Lam- 
bert's longer-term  growth  strategy  re- 
mains untested,  Williams  certainly 
has  proved  that  the  best  way  to  buy 
time  while  developing  a  long-term 
plan  isn't  poison  pills  or  staggered  di- 
rectorships. No,  it's  to  make  a  compa- 
ny so  efficient,  so  profitable  that  a 
raider  simply  cannot  afford  to  pounce. 

Several  years  ago  Warner-Lambert 
was  the  sort  of  flabby  company  raiders 
love  to  find.  Its  stable  of  consumer 
brand  names  (Chiclets,  Certs  and 
Schick  razors,  to  name  but  three) 


has  been  trying  to  get  Bob  Stranahan 
to  sell  out  for  several  years.  "Champi- 
on would  make  a  beautiful  fit,"  says 
Mancheski.  "But  with  the  old  family 
ties,  it's  hard  to  give  up  something 
that's  been  such  a  part  of  your  life." 

Holding  on  grimly,  last  spring  near- 
ly 50  members  of  the  Stranahan  clan 
put  their  31%  holdings  of  Champion 
stock  into  a  limited  partnership  for 
three  years  to  provide  a  united  front 
against  poachers.  "We  felt,  why  not 
pull  up  our  own  socks,  get  in  some 
professional  managers  and  fix  it  our- 
selves," says  Duane  Stranahan  Jr. 

The  designated  fixer  is  O.  Lee  Hen- 
ry, 48,  who  once  headed  Bendix'  Euro- 
pean Automotive  group  and  is  Cham- 
pion's new  chief  executive.  Likely  to 
be  on  Henry's  agenda:  trim  staff,  con- 
solidate some  plants  and  get  out  of  the 
health  care  field. 

Finally,  too,  Henry  plans  to  take  the 


amounted  to  a  hugely  valuable  busi- 
ness franchise  worth  far  more  than 
the  $20-or-so  share  price  that  Wall 
Street  was  putting  on  the  company's 
depressed  stock.  Beyond  that,  Warner- 
Lambert  owned  a  respected  prescrip- 
tion drug  house,  Parke-Davis,  whose 
products  included  many  well-known 
and  profitable  brand  names,  such  as 
Dilantin,  an  anticonvulsive  drug  that 
has  been  selling  since  1938. 

The  product  lines  were  good,  but 
Warner-Lambert  had  fallen  asleep, 
growing  anemic,  before  Williams  and 
his  predecessor,  Ward  Hagan,  took 
over  in  1978.  Warner's  consumer 
health  products,  which  are  driven  by 
marketing  dollars,  were  underfunded. 
Prescription  drugs,  which  spring  out 
of  RAD  investment,  were  also  under- 
nourished. Manufacturing  was  ineffi- 
cient. What's  more,  some  of  Warner's 


advice  the  Stranahans  have  long 
norcd.  "Certainly  Champion  is 
household  name  and  I  guess  an  und 
capitalized  name.  That's  someth 
we're  going  to  fix."  Come  January  i 
company  will  roll  out  some  new  ai 
products,  most  likely  with  the  Cha 
pion  brand  name.  Last  month  Cha 
pion  agreed  on  two  joint  ventures 
Korea  to  make  spark  plugs  and  wi 
shield  wipers  for  the  Hyundai  an 
mobile,  one  of  the  hot  new  import; 
the  U.S.  "We  want  to  grow  with 
Korean  market,"  Henry  says. 

Earlier  Champion  had  also  set  u 
joint  venture  with  a  small  Europe 
maker  of  fuel  pumps,  and  Champ 
bought  a  U.S.  firm  that  makes  com 
nents  for  fuel  injectors.  Henry  s 
more  small  acquisitions  are  likely 

"In  my  mind  [selling]  is  a  last 
sort,"  answers  Duane  Stranahan  Ji 

But  the  sharks  are  circling.  ■ 


businesses  were  generating  impj 
sive  sales  but  no  significant  profl 
Just  the  sort  of  managerial  mishm 
to  set  the  dealmakers  drooling. 

So  why  is  Warner-Lambert  not  s 
ply  still  in  business  but  thriving? 
cause  Williams  and  Hagan  started 
ing  what  any  raider  would  do — p| 
ing  off  deadwood,  closing  ineffici 
factories,  selling  low-return  busing 
es.  In  short,  they  did  the  sorts 
things  Carl  Icahn  says  he  wants  tc 
with  USX  Corp. 

Williams  says  there's  more  toi 
done,  but  the  turnaround  is  imp 
sive  enough  already.  Since  1980 
turn  on  equity  has  grown  from  13>0/ 
28%,  while  net  on  sales  has  ri 
from  6%  in  1979  to  9%.  Earnings 
share  are  also  up,  from  S2.41  in  1 
to  $3.05  last  year  (when  they  ij 
restrained  by  high  drug  R&D 
penses).  The  improvement  contim 
Earnings  totaled  $2.75  in  the  1 
three  quarters  of  this  year,  vs. 
during  the  same  period  of  1985. 

Not  only  has  Warner-Lambert  je 
soned  low-return  businesses — incj 
ing  its  health  technology  operatio1 
$553  million  loss  that  Williams 
Hagan  mistakenly  led  the  comp 
into — but  it  has  been  making  the  1 
of  what's  left.  "We  have  54%  of 
factory  space  we  had  in  1979,"  ^ 
hams  explains,  "and  look  what  w 
doing  with  it."  Machinery,  which 
running  on  average  for  two-third 
one  shift,  now  runs  1%  shifts, 
cost  of  management  overhead,  k 
and  materials  has  fallen  from  48°/ 
sales  in  1980  to  34%  today. 

Williams  figures  Warner-Lambc 
future  lies  increasingly  in  presc 
tion  drugs,  which  currently  accc 


With  consumer  names  like  Listerine  and 
Trident  chewing  gum,  Warner-Lambert 
was  a  natural  takeover  target  as  recently 
as  a  year  ago.  No  more. 

The  best 
defense 


Hartford  loss  control 
can  improve  your  operations. 
From  the  production  line 
to  the  bottom  line. 

ie  Hartford's  loss  control  expertise  can  do 
e  than  limit  insurance  claims  and  costs.  It 
improve  productivity.  Because  the  safest  way 
j^t  work  done  is  often  the  easiest  and  most 
dent  way,  too. 

livery  year,  Hartford  loss  control  professionals 
duct  some  100,000  on-site  surveys  for  medium- 
id  and  larger  companies.  We  uncover  many  hidden 
psures.  And  help  design  programs  that  can  reduce 
i;e  exposures  and  their  costs.  Human  and  financial. 

Effective  loss  control  is  an  integral 
part  of  Hartford  business  insurance. 
It's  a  big  reason  why  so  many 
independent  agents  ;  —  /qp, 
and  their  business  W 
customers  turn  to  The  Hartford, 
year  after  year.  And  why 
you  should,  too. 


Warner-Lambert  Chairman  Joseph  Williams 

In  business,  too,  the  best  defense  is  a  good  offense. 


for  roughly  one-third  of  the  compa- 
ny's sales.  His  point  is  that  with  Fed- 
eral Drug  Administration  approval, 
individual  drugs  can  be  remarketed  as 
over-the-counter  drugs,  boosting  sales 
dramatically.  Take  Benadryl,  a  pre- 
scription allergy  medicine  that  the 
FDA  approved  for  over-the-counter 
distribution  in  May  1985.  This  year 
its  sales  are  forecast  to  surge  44%. 

Though  coming  up  with  new  drugs 
will  be  expensive,  Williams  is  spend- 
ing the  money.  Back  in  1980  Warner 
spent  only  S72  million,  or  6%  of 
Parke-Davis'  sales,  on  drug  R&D. 
This  year  the  figure  is  SI 60  million,  or 
16%  of  sales,  higher  even  than  Merck, 
widely  regarded  as  America's  leading 
drug  company.  The  RisD  money  is 
coming,  in  effect,  from  fat  returns — 
up  to  20%  pretax — on  products  like 
Listenne  and  Trident  gum.  In  the 
short  term,  sharply  increasing  R&D 
outlays  are  penalizing  earnings,  be- 
cause all  that  R&D  spending  is  writ- 
ten off  immediately.  But  over  the  long 
haul  it  increases  prospects  for  steadily 
widening  margins  as  new  prescription 
drugs  reach  the  market. 

Whatever  the  future  holds,  Warner- 
Lambert  seems  almost  immune  to  an 
unfriendly  takeover.  In  1980,  when 


Warner-Lambert's  makeover  was  ; 
ting  off  the  ground,  the  stock  trade' 
20,  or  8  times  earnings.  Today 
shares  sell  for  56,  or  roughly  18  tir 
earnings,  giving  the  company  a  n 
ket  value  of  S4.1  billion.  That  p 
Warner-Lambert  in  the  top  tier  of  c 
sumer  product  marketers.  It  also  gi 
the  firm  a  higher  P/E  multiple  tl 
the  17  times  earnings  that  Philip  w 
ris  paid  last  year  when  it  bought  G 
eral  Foods  or  the  16  R.J.  Reynolds  p 
for  Nabisco  Brands. 

Perhaps  most  important,  Wan 
Lambert  has  become  less  of  a  tai 
because  its  market  capitalization 
S4.1  billion  amounts  to  a  S3. 2  bill 
premium  over  the  firm's  current  be 
value.  So  what,  you  ask-  Well,  con: 
er  this:  Any  corporate  raider,  even 
could  acquire  the  company  at  t 
market  price — an  unlikely  even 
would  be  forced  under  current 
counting  rules  to  amortize  the  S 
billion  premium  directly  against 
tertax  earnings  at  a  minimum  rau 
S80  million  a  year  for  the  next 
years.  That's  a  writeoff  steep  enoi 
to  play  havoc  with  almost  any  raidi 
stock  value  for  years  to  come.  Oi 
they  say  in  football,  the  best  defe: 
really  is  a  good  offense.  ■ 
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our  connection 
rith  the  world. 
Communications 
jchnology  from  AEG. 


pmmunications  must  be  reliable 
hid  trouble-free,  especially 
nen  the  transfer  of  information 
ays  a  decisive  role.  And  where- 
'er you  find  data,  voice,  images 
!  text  being  relayed  quickly  and 


accurately,  you'll  find  communi- 
cation equipment,  components 
and  systems  from  AEG: 
optical  fiber  cables,  solar-powered 
relay  stations,  TV  booster 
transmitters,  traveling  wave  tubes 
and  solar  power  supplies  for 
satellites. 

Today,  communication  is  no 
longer  tied  to  a  cable.  With  radiotele- 
phony,  car  phones  and  the 
cordless  telephone,  the  hot  line 
is  no  longer  a  line  at  all.  Radio 
trans-  mission  of  voice  and  data 
has  become  indispensable. 
It  helps  airplanes  to  land  safely, 
and  trains  to  navigate  dense 
railway  networks.  Rescue  vehicles 
can  reach  their  destinations  faster, 
and  ships  can  find  their  berths 
more  easily. 

Speed,  reliability  and  economy  are 
the  catchwords  of  modern  office 
organization.  Olympia,  a  subsidiary 
of  AEG,  offers  comprehensive  text 
processing  systems. 
AEG  has  the  communication 
systems  to  get  the  message 
across,  anywhere  in  the  world. 


Advanced  technology  from  AEG: 
electrical  and  electronic  equip- 
ment, systems  and  installations 
for  automation,  communication 
and  information,  for  industrial  and 
power  applications,  for  defense 
and  transport,  for  the  office  and 
the  home. 

AEG  Corporation 
Route  22-Orr  Drive 
Somerville,  NJ  08876 
Tel.:  (201)  722-9800 
Telex:  833409 


AEG 


If  an  answer  isn't 

staring  you  in  the  face 
get  a  little  closer 
to  the  problem. 


The  first  step  in  dealing  successfully 
with  a  business  problem  is  to  find  out  if 
what  you  think  you're  looking  at  is 
what  you're  really  looking  at. 

General  Electric  Credit  Corporation 
recently  completed  a  real  estate  financ- 
ing transaction  that  needed  to  be 
looked  at  differently  before  it  made 
sense. 

Kimco  Development  Corporation, 
a  GECC  client,  was  planning  for  the 
acquisition  of  a  number  of  east  coast 
shopping  centers. 

A  first  glance  showed  a  series  of 
first  and  second  mortgages  on  seven 
different  shopping  centers  located  in 
small  communities  in  Pennsylvania 
and  West  Virginia.  Taken  at  face  value, 
none  of  the  seven  presented  an  unusu- 
ally attractive  financing  opportunity. 

But  the  people  in  GECC's  Commer- 
cial Real  Estate  Department  soon  real- 
ized they  were  looking  not  at  seven 
separate,  unrelated  offerings,  but  at  a 
single,  sound  investment  with  an  ex- 
perienced shopping  center  owner  and 
developer. 


All  seven  shopping  centers  had  one 
thing  in  common:  the  primary  tenant 
in  each  property  was  a  thriving  branch 
of  the  same  major  supermarket  chain. 


The  chain  was  owned  by  a  European 
corporation  operating  almost  200 
supermarkets  throughout  the  East. 
Their  depth  of  shopping-center  exper- 
tise and  quarter-billion-dollar  net 
worth  made  the  picture  a  lot  clearer. 

By  combining  all  seven  of  the  super- 
market-centered properties  into  one 


large  offering,  we  were  well  on  our  way 
to  a  workable  acquisition  financing. 

Then,  to  give  the  buyer  the  flexibil- 
ity he  needed,  we  structured  the  deal 
to  allow  individual  properties  to  be  re- 
leased from  the  blanket  mortgage  and 
sold  off  separately,  if  desired. 

Finally,  we  arranged  to  provide  addi- 
tional funding  over  the  next  three 
years,  tied  to  the  net  income  the  prop- 
erties generate  during  that  time.  This 
arrangement  keeps  the  initial  debt  load 
and  interest  payments  manageable, 


while  still  providing  for  the  availability 
of  future  credit  if  and  when  it's  needed. 

Putting  the  pieces  together  differ- 
ently does  make  a  difference  in  the  final 
picture.  And  at  GECC,  it's  a  process 
we  never  stop  refining— in  real  estate 
and  corporate  financings,  as  well  as  in 
LBO 's ,  equipment  leasing  and  retail 
lending. 

If  what  ought  to  be  a  clear  business 
picture  is  looking  more  like  a  jigsaw 
puzzle  to  you,  why  not  give  GECC  a 
chance  to  make  things  fit?  Spotting  an 
answer  is  always  easier  from  a  fresh 
point  of  view. 

For  afree  GECC  information  kit, 
call  toll-free  1(800)  243-2222. 
Or  write  GECC, 260 Long  Ridge  Rd. 
Stamford,CT06902 


You  cant  do  things 
differently  until  you 
see  things  differently 


General 
Electric 
Credit 

CORPORATION 


Newest  public  purpose  for  municipal  debt 
issuers:  helping  Fred  Carr's  First  Executive 
Corp.  build  its  portfolio. 


Funny  muni 


By  Laura  Jereski 


T|  o  holders  of  the  recently  is- 
sued bonds  from  the  Health, 
Educational  &  Housing  Facility 
Board  of  Memphis:  congratulations. 
You  probably  wouldn't  know  this  un- 
less you  had  read  the  offering  state- 
ment very  closely,  but  you  now  hold 
what  amounts  to  a  ten-year  IOU  from 
Executive  Life  Insurance  Co., 
part  of  Fred  Carr's  First  Execu- 
tive Corp. 

Taxable  municipal  issues 
like  this  one  are  the  latest 
prodigy  from  the  creative  folks 
on  Wall  Street.  The  bonds  are 
taxable  because  housing  au- 
thorities and  the  like  are  run- 
ning into  new  federal  limits  on 
the  tax-exempt  debt  they  can 
issue.  But  even  without  the 
tax  exemption,  the  bonds  can 
make  middlemen  rich.  Drexel 
Burnham  Lambert,  one  of 
three  underwriters  of  the  is- 
sue, has  pumped  out  nearly 
$1.7  billion  of  such  taxable 
muni  debt  in  less  than  four 
months,  most  of  it  for  First 
Executive. 

Where  does  the  Memphis 
money  go?  Ostensibly,  to  fi- 
nance apartment  buildings.  In 
reality,  the  whole  $400  mil- 
lion   from    the    issue  goes   

straight  to  Executive  Life — minus 
$5.6  million  in  underwriting  expenses 
and  a  little  honorarium  to  Memphis 
for  the  use  of  its  name.  What's  the 
going  rate  on  soul-selling  in  Mem- 
phis? An  upfront  fee  of  $250,000. 

While  waiting  for  mortgage  loan  ap- 
plications, Memphis  buys  ten-year 
guaranteed  investment  contracts 
from  Executive  Life.  The  GICs  yield  a 
bit  more  than  the  8.68%  coupon  on 
the  bonds.  Sounds  reasonable.  But 


how  much  will  Memphis  ever  be  able 
to  use  for  financing  or  refinancing 
low-  and  moderate-income  housing? 

For  starters,  a  quarter  of  the  issue  is 
kept  permanently  at  Executive  Life  as 
a  reserve  fund,  a  very  high  proportion. 
And  should  the  authority  decide  to 
take  some  money  from  First  Execu- 
tive and  lend  it  out,  it  has  to  pay  up  to 
6.8%  as  a  "breakage"  fee.  The  apart- 


First  Ex 
Guess 


ecu  tire's  Fred  Carr 

who's  getting  municipal  assistance? 


ment  developer,  of  course,  is  expected 
to  pay  that  plus  other  fees,  raising  his 
interest  rate  to  over  9.3%. 

To  avoid  additional  credit  enhance- 
ment fees,  borrowers  must  have  AAA 
ratings  or  post  AAA-rated  repayment 
guarantees,  fully  collateralized  by  se- 
curities worth  more  than  the  loan 
amount.  In  short,  you  can  borrow  SI 
million  to  build  your  project  if  your 
guarantor  puts  up  $1  million  in  T 
bills.  "If  interest  rates  remain  flat," 


admits  William  Bruce,  chairman 
the  housing  facility,  "the  attract! 
ness  of  our  money  to  a  developer  v 
become  less  and  less  as  time  goes  d 
Indeed.  With  terms  like  that,  \n 
needs  municipal  assistance? 

For  Fred  Carr,  who  has  made  Fj 
Executive  into  one  of  the  hottest 
surance  stocks  around,  these  "puH 
purpose"  bond  issues  are  a  nice  com 
mence.  By  not  issuing  its  own  bon 
First  Executive  avoids  the  unplcasa 
ness  of  an  SEC  prospectus  with  its  i 
disclosure.  The  GICs,  moreover,  ra 
money  for  a  net  cost  of  around  S 
considerably  less  than  the  return  C 
can  get  on  the  high-yield,  high-r 
corporate  bonds  in  the  First  Exec  at 
portfolio.  The  9%  is  probably  als 
bit  less  than  First  Executive  wo 
pay  issuing  its  own  bonds  in  si 
quantity. 

The  housing  bonds  nonetheless  c 
ry  a  AAA  rating  from  Standard 
Poor's,  because  they  are  backed, 
effect,  by  insurance  contracts- 
GICs.  And  First  Executive  has  a  sc 
claims-paying  history. 

Could  something  go  wrong?  C 
ceivably,  yes.  A  recession  could 
many  companies  that  have  sold  ji 
bonds  to  First  Executive  i] 
trouble  all  at  once.  The  F 
Executive  annual  refl 
doesn't  disclose  how  much 
its  $9  billion  bond  portfolii 
below  investment  grade,  bu 
does  note  that  the  two  larg 
corporate  holdings  as  of  E 
31,  1985  were  in  Triangle 
dustries  and  Rapid-Americ 
both  junk  grade. 

David  O'Leary,  director 
research  at  Fox-Pitt,  Keltor 
Hartford,  Conn.,  is  skeptical 
what  Carr  is  doing,  sii 
many  insurance  compar 
with  more  conservative 
vestment  portfolios  than  F 
Executive's  are  getting  out 
low-margin  GIC  work.  " 
not  a  high-return  business 
less  you  take  unusual  ri 
with  policyholders'  surpl 
We  won't  know  for  a  coupli 
years  if  he  is  right,"  he  say: 

  The  driving  force  beh 

this  new  style  of  municipal  financ 
tax  reform,  which  has  ehmina 
much  of  the  opportunities  to  arbitr 
between  tax-exempt  debt  and  taxa 
investments.  Tax  reform  didn't  toi 
taxable-to-taxable  arbitrage.  "Is  th 
anything  wrong  with  that?"  asks 
ter  Avalone,  managing  director 
Drexel's  municipal  finance  dep; 
ment.  Only  if  you  believe  munici 
finance  should  have  something  to 
with  municipal  purposes.  ■ 
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GUESSWORK 
ISN7 
GOOD 
ENOUGH 

If  you're  guessing  on  white  water,  you're 
gone.  And  for  telecommunications  com- 
panies, the  waters  are  fast  indeed. 

When  United  Telecom  committed 
to  the  development  of  the  first  nationwide 
fiber  optic  long-distance  network,  the 
decision  was  anything  but  a  guess. 

Nearly  a  century  of  communications 
experience  helped  us  make  the  right 


move — to  exploit  fully  the  potential  of  digi- 
tal laser  transmission  as  a  premium  carrier 
of  both  voice  and  data. 

Major  segments  of  this  23,000-mile 
network  are  now  in  place. 

By  year's  end,  it  will  put  the  best  com- 
munications technology  within  reach  of 
80  percent  of  the  American  people.  And 
our  partnership  with  GTE  to  form  US  Sprint 
has  positioned  us  to  create  the  most  com- 
petitive, highest  quality  long-distance 
company  in  the  nation. 

It's  fast  water.  But  a  new  flood  of  voice 
and  data  communications  is  here,  and 
we're  riding  the  crest. 

United  Telecom  ■■■ 

■■■ 

For  more  information  about  United  Telecom,  write  D.F .  Forsythe, 
United  Telecom  Box  1 1315,  Kansas  City,  MO  641 12. 


Are  American  companies  too  focused  on 
quarterly  earnings?  Not  this  one. 


More  fun  than 
flogging  frosting 


By  Jack  Willoughby 

T|o  the  world  at  large,  Whiti 
MacMillan,  the  57-yeari 
chairman  of  Cargill  Inc.,  is 
unknown,  and  he  wants  it  that  w 
He  is,  after  all,  the  head  of  the  wor; 
largest  privately  owned  corporat 
(see  list,  p.  193),  &  firm  whose  uns< 
operations  reach  into  homes,  offi 
and  factories  in,  at  last  count, 
countries.  But,  more  than  a  perso 
passion,  privacy  is  MacMillan's  \ 
of  doing  business.  And  it  sharply  c 
trasts  with  the  way  many  large  pul 
corporations  court  quarterly  earni 
growth  at  any  cost. 

Cargill's  business  is  commoditie 
as  cyclic  a  business  as  any.  It  trac 
ships  and  processes  corn,  grain,  bes 
coffee,  tallow,  sugar,  crude  oil,  mo; 
ses,  cotton,  fertilizer — 142  mill 
tons  of  commodities  a  year,  gene: 
ing  revenues  of  $32  billion.  Fortun 
for  MacMillan  that  he  has  no  pul 
shareholders  to  answer  to.  Wo 
they  sit  quietly  for  a  managem 
that  pays  skimpy  dividends  and 
earnings  fluctuate  from  S207  mill! 
in  1981  to  $137  million  in  1983 
$258  million  in  1985?  (Net  for  fie 
1986  tapered  to  $230  million.) 

Says  MacMillan,  "We  thrive 
cyclicality."  That  Wall  Street  does 
may  explain  why  so  many  corpoi 
chieftains  these  days  pay  premiu 
to  diversify  into  unrelated  business 
They  are  trying  to  smooth  out 
cycles.  Foolish  consistency  is  the  h 
goblin  of  public  managers. 

"Our  largest  shareholder  isn'' 
computer,"  MacMillan  says.  "We 
not  interested  in  institutions  that 
only  interested  in  one  quarter's  ea 
ings.  That's  the  great  tragedy  of  Arc 
ican  business." 

MacMillan's  shareholders  are 
very  patient  group  of  38  relative 
descendants  and  in-laws  of.  foun 
W.W.  Cargill,  MacMillan's  gre 
grandfather.  The  owners  get  ah 
$10  million  a  year  in  dividends,  a  t 
fraction  of  what  they  would  havi 
Cargill's  $2.5  billion  in  sharehol 
equity  were  deposited  in  a  bank. 

Where  is  the  money  going  if  not 
shareholders?  In  the  past  five  ye 
Cargill  has  dedicated  87%  of  its  c 
flow  to  making  new  investments  ; 
buying  troubled  companies,  mostb 
the  deteriorating  agricultural  sec 
Since  1981  Cargill  has  laid  out 
billion  buying,  modernizing,  build 
and  expanding  plants  in  commoc 
businesses  ranging  from  high-fruct 
corn  syrup  to  steel  tubes  for  oil  di| 
ers.  Never  mind  that  food  and  ene 
markets  have  been  depressed  for  1 
years.  Someday  they  will  reboundj 
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Growing  into  the  future. 


There  are  several  other  billion-dol- 
lar commodity  traders  on  the  Forbes 
private  company  list.  But  Cargill  is 
much  more  than  a  trader.  In  the  last 
decade  the  company  has  gained  enor- 
mous flexibility  by  expanding  into 
the  processing  of  commodities.  A 
fifth  of  all  the  commodities  Cargill 
buys  are  now  ultimately  processed  by 
Cargill  factories,  grain  mills  and  oil 
presses.  The  global  reach  allows  Car- 
gill to  skirt  tariff  barriers  with  ease. 
Soybean  meal  carries  a  heavy  import 
duty  when  shipped  to  Europe  from 
America,  but  raw  soybeans  do  not.  So 
Cargill  ships  the  unprocessed  beans  to 
Britain,  where  a  milling  plant  turns 
them  into  meal  behind  the  Common 
Market  tariff  wall.  Then  Cargill  re- 
ships  the  meal  throughout  Europe, 
tariff-free. 

The  global  scope  allows  Cargill  to 
maintain  a  respectable  share  of  the 
world  grain  trade  even  though  the 
U.S.'  grain  delivery  system  is  operat- 
ing at  less  than  50%  of  its  9-billion- 
bushel-a-year  capacity.  Says  Treasur- 
er Benjamin  Jaffray:  "There  is  busi- 
ness out  there,  and  Cargill  can  pursue 
it  with  origins  from  the  U.S.,  Canada, 
Argentina,  Brazil  or  Australia.  .  .  . 
The  job  is  to  position  yourself  so  you 
can  compete  effectively  for  that  de- 
mand with  the  cheapest  source  and 
the  cheapest  form  of  transportation." 


Cargill's  46,000  employees  run  430 
barges,  360  grain  elevators,  28  ships 
and  6,500  railcars.  They  trade  goods 
from  800  locations  on  six  continents. 

Faith  in  the  fundamentals  makes 
Cargill  do  things  that  leave  public 
competitors  like  Conagra  and  Areher- 
Uanicls-Midland  perplexed.  Like  pay- 
ing $84  million  a  year  ago  for  80%  of 


Says  MacMillan,  "We  thrive 
on  cyclicality."  That  Wall 
Street  doesn't  may  explain 
why  so  many  corporate 
chieftains  pay  premiums  to 
diversify  into  unrelated 
businesses.  They  are 
trying  to  smooth  out  the 
cycles.  Foolish 
consistency  is  the 
hobgoblin  of  public 
managers. 


Gardinier,  a  bankrupt  Tampa,  Fla. 
phosphate  fertilizer  company  that 
was  projected  to  lose  $13  million  on 
sales  of  $215  million  this  year. 
Changes  in  farm  legislation  will  mean 
lower  demand  for  fertilizer.  And  al- 
ready 45%  of  the  U.S.  capacity  for 
phosphate  fertilizer  is  idle.  But  Cargill 
has  pockets  deep  enough,  and  vision 
long  enough,  to  ride  out  the  swings — 
in  fact,  to  get  rich  on  them. 


Because  its  shares  are  not  traded 
the  public  market,  Cargill  can  pun 
its  mission  without  watching  oven 
shoulder  for  a  corporate  raider.  S 
Jaffray:  "The  balance  sheets  of  Am) 
can  public  companies  arc  being  rj 
asunder  by  people  taking  steps  to  j 
vent  a  takeover.  At  Cargill  it  is  pol 
ble  to  make  a  mistake  and  correct 

Being  private  means  rarely  hav 
to  answer  to  the  press,  cither.  Into 
very  private  world  of  Whitney  M 
Millan  a  small  spotlight  shone 
year  when  Cargill  disclosed  somQ 
nancial  data  in  the  course  of  a  Eunj 
an  debt  offering.  MacMillan  wis) 
otherwise.  "We  would  have  prefee 
you  were  not  here,"  he  told  a  rcpoi 
visiting  the  baronial  tree-shrouded! 
tate  in  Minnctonka,  Minn,  that  sen 
as  Cargill  headquarters.  "This  is. 
experiment.  We  didn't  realize  the 
porting  requirements.  If  we  did, 
wouldn't  have  done  it." 

Cargill  has  been  a  private,  fain) 
owned  company  for  1 2 1  years  and  \ 
probably  stay  that  way  so  long 
MacMillan  is  running  it.  Not  all  j 
vatc  companies  are  managed  bei 
than  public  ones,  but  they  arc  m 
aged  differently,  and  their  owners  1 
them  that  way. 

Says  Jaffray:  "It's  a  lot  more 
than  flogging  frosting  for  Gent 
Mills."  ■ 


FOR  THE 
LATIN 
AMERICA 
MARKET- 
VISION 


Norman  Fox 

International 
Advertising  Manager 
Seagram  Overseas 
Sales  Company 


"A  PRESTIGIOU 
MAGAZINE  FOR  OU 
PRESTIGIOU 
PRODUC1 

'It  is  essential  that  we  advertise  Chivas  R« 
in  a  medium  that  compliments  its  prestigi 
image.  We,  therefore,  select  publications  that 
intellectually  stimulating  and  provide  an  ups< 

quality  environm 

For  more  than  ten  years  VISION  magazine  has  fulfi 
our  quality  requirements;  it  delivers  the  type  of  consun 
that  are  leaders  in  the  business  and  cultural  communitie 
all  the  key  markets  in  Latin  Amer 

As  marketers,  we  are  glad  to  be  able  to  use  a  Spanish  language  publical 
like  VISION  to  ensure  that  our  ads  for  Chivas  Regal,  and  the  messages  t 
communicate,  are  clearly  n  » 


and  fully  understood  in 
Latin  America.  It  helps  us 
to  achieve  our  ultimate 
goal:  to  sell  our  product 
profitably  in  the  marketplace 


LA  RE  VISTA  LATINOAMERICAN 


13  E  75th  St.,  New  York,  NY  10021  (212-744-913 


ISO 


Tf-^n  rtr  c    MAwr\mEn   it    1  fit 


Diversity  is  a  powerful  asset 


Total  Assets,  $7.9  Billion.  Revenues,  $2.6  Billion.  Shareholders'  Equity,  $2.3  Billion. 

General 


America's  Largest  Reinsurance  Group 


»eneral  Re  Corporation,  Financial  Centre,  Stamford,  CT 


The  Largest  Private  Companies  in  the  U.S. 


Who  needs  the  stock  exchange?  A  thriving  collection  of  large 
companies  seems  to  do  well  enough  without  it. 
And  you  can  get  plenty  rich  off  a  private  company. 


The  shadow 
economy 


By  Steve  Kichen 
and  Michael  Ozanian 

hat  with  raiders,  foreign 
competition  and  disinfla- 
tion, publicly  owned  industry 
;  on  the  defensive.  To  stay  competi- 
ve,  big  goods-producing  corpora- 
ons  are  often  forced  to  shrink.  Em- 
loyment  among  the  largest  public 
Dmpanies  is  on  a  downward  trend. 
Jet  of  inflation,  their  combined  sales 
rere  off  slightly  last  year. 
Is  this  shrinkage  representative  of 


the  whole  economy?  Not  quite.  A 
somewhat  different  picture  emerges 
in  the  lesser-known  world  of  private 
corporations,  which  range  from  $32 
billion  Cargill  down  to  the  corner  dry 
cleaner.  They  seem  to  be  holding  their 
own  in  this  turbulent  economy.  All 
told,  they  account  for  a  third  of  U.S. 
production.  The  combined  sales  esti- 
mates for  the  largest  400  of  them 
come  to  $390  billion  for  1985,  an  11% 
gain  net  of  inflation  from  the  year 
earlier.  Employment  also  went  up,  to 
2.8  million. 


There  is  a  simple  reason  for  this. 
Private  business  is  strong  in  the  ser- 
vice sector,  the  growing  part  of  the 
economy.  It  isn't  as  well  represented 
in  the  goods-producing  sector,  the  one 
most  exposed  to  competition  from 
cheap  labor  abroad. 

Look  down  the  list,  which  begins 
on  page  193.  Distributors,  accoun- 
tants, engineers,  brokers,  ad  agencies 
and  publishers  predominate;  manu- 
facturers are  scarce.  There  is  no  pri- 
vate airline  of  any  size,  no  utility,  few 
banks  and  insurers,  one  railroad. 


The  Largest  Private  Companies  in  the  U.S. 


What's  a  private  company? 


A  half-century  ago  the  giants  of 
American  capitalism  were  the  big  us- 
ers of  fixed  capital — rails,  steels,  utili- 
ties— and  they  were  (and  are)  publicly 
traded  because  they  need  access  to 
public  equity  markets.  Nowadays 
wealth  is  as  likely  to  be  measured  in 
mailing  lists  or  franchise  rights  as  in 
rolling  stock.  And  in  the  accumula- 
tion of  intangible  capital,  private  cor- 
porations are  at  no  special  disadvan- 
tage to  public  companies. 

Running  a  private  business  is  also 
one  of  the  handiest  ways  to  get  rich  in 
our  society.  No  fewer  than  64  large 
private  companies  have  proprietors 
that  show  up  on  The  Forbes  Four 
Hundred  list  of  rich  Americans.  Half 
the  26  billionaires  in  the  U.S.  derive 
their  wealth  from  private  companies. 
It  seems  that  John  Kenneth  Gal- 
braith's  1960s-era  model  of  an  econo- 
my of  corporate  giants,  in  complete 
control  of  their  destiny  and  not  an- 
swerable to  their  anonymous  owners, 
was  never  entirely  true,  and  it  is  even 
less  true  today. 

Why  are  so  many  large  corporations 
private?  Some  never  needed  public 
capital.  Some  used  to  be  public  and 
went  private  to  capitalize  on  the  tax 
advantages  of  debt  financing.  And 


In  this  second  annual  survey  of 
private  business,  we  rank  by 
sales  the  largest  American  corpora- 
tions whose  stock  is  not  widely 
traded:  Either  they  have  too  few 
shareholders  (generally  500)  to  file 
financial  reports  with  the  SEC,  or 
they  file  but  the  stock  is  not  avail- 
able to  the  public.  Most  of  the  en- 
tries in  the  table  fall  in  the  former 
category.  The  exceedingly  profit- 
able United  Parcel  Service  (1985 
net  income,  $568  million)  and  the 
secretive  defense  contractor  Sci- 
ence Applications  International 
are  among  those  that  fall  in  the 
latter  category. 


some  simply  value  the  flexibility  of 
not  having  to  answer  to  outsiders. 
Says  Roger  Fridholm,  president  of 
$1.5  billion  Stroh  Brewery,  the  U.S.' 
largest  private  brewer:  "We  don't 
have  to  let  the  competition  know  how 
we  are  doing."  Adds  Cruse  W.  Moss, 
chairman  of  General  Automotive, 
which  acquired  Grumman's  Flxible 
bus  operations:  "We  can  pursue  op- 
portunites  that  get  bogged  down  in  a 
public  company." 

Private  companies,  it  seems,  can 
sometimes  do  it  cheaper  or  better. 
Hence  the  rash  of  restructurings  by 
diversified  companies,  unloading 
troublesome  or  misunderstood  divi- 
sions that  are  better  left  to  their  own 
devices. 

First  Brands,  formerly  Union  Car- 
bide's consumer  products  group  (Pres- 
ume antifreeze  and  Glad  Bags),  be- 
came independent  in  July.  "The 
buyout  improved  morale,"  says  Dan- 
iel Raymond,  First  Brands'  secretary. 
Ralston  Purina  sold  Foodmaker  (oper- 
ator of  Jack  in  the  Box  fast-food  out- 
lets) to  management.  Beatrice  sold  its 
Avis  car-rental  unit  to  Wesray  Capi- 
tal. Relieved  of  corporate  overhead 
and  of  the  burden  of  a  cumbersome 
decision-making  process,  these  out- 
fits may  well  be  worth  more  as  private 
companies  than  as  part  of  a  giant  cor- 
porate whole. 

Going  private  is  sometimes,  of 
course,  just  a  transition  before  going 
public  again  in  restructured  form. 
Fred  Meyer,  a  $1.5  billion  (sales)  re- 
tailer taken  private  five  years  ago  by 
Kohlberg  Kravis  Roberts,  went  public 
again  in  October,  making  $240  mil- 


Affiliates  of  public  companies 
(for  example,  Caltex,  jointly  owned 
by  Chevron  and  Texaco),  mutuals 
and  cooperatives  (Prudential  Insur- 
ance, Gold  Kist)  and  foreign-owned 
companies  are  excluded.  Sales  fig- 
ures are  for  the  most  recent  fiscal 
year  available,  confirmed  in  most 
cases  by  the  companies. 

In  other  cases  we  relied  for  esti- 
mates on  whatever  sources  were 
available:  government  filings, 
competitors,  dissident  •  sharehold- 
ers. Pernn  Long,  the  financial  in- 
dustry analyst  at  Lipper  Analytical 
Services,  provided  estimates  foi 
brokerage  firms. 


lion  for  equity  participants.  Anot 
KKR  deal,  Beatrice  Cos.,  won't  wail 
long.  A  slimmed-down  Beatrice 
portedly  plans  to  go  public  next  ye 
about  a  year  after  the  company  w» 
private  in  a  $6  billion  leveraj 
buyout. 

In  the  past  year  such  big  compan 
as  Jack  Eckerd  (drugstores),  Midlai 
Ross  (industrial  equipment),  Warn, 
(clothing)  and  Sybron  (medical  eqi 
ment)  went  private.  By  year's  end  tl 
will  be  joined  by  Safeway  Stores, 
nation's  largest  grocery  chain,  Hec 
(department  stores),  Revere  Coppe: 
Brass  (metal  fabricating)  and  Viae 
International  (television)  if  pend 
deals  go  through. 

In  the  other  direction?  Bear,  Steai 
and  Morgan  Stanley  offered  stock 
cause  they  needed  additional  cap: 
to  stay  competitive  in  securities  tr 
mg.  The  private  companies,  me: 
while,  make  a  shopping  list  for  ta 
over  artists.  "Your  private  list  is  va 
able  for  investors  looking  to  .1 
companies,"  says  Andrew  Gai 
chairman  of  three  companies  on 
list:  Warnaco,  Exide  (batteries)  ; 
Magnetek  (electronic  equipment). 

So  we're  not  saying  that  the  big  i 
vate  corporation  is  about  to  disappt 
If  the  stock  market  goes  up  again,  m 
ing  P/E  ratios  irresistible  for  peo 
needing  to  raise  capital  or  wanting 
cash  in,  there  may  even  be  a  rash 
private  firms  going  public.  Even  so, 
eclipse  of  the  private  firm  is  now  o\ 
In  the  new  economy — no  longer  a 
tal-intensive  but  knowledge-int 
sive — the  private  company  has 
bright  future.  ■ 


Rank 


this 
year 

last 
year 

Company/business 

Sales 
(millions) 

Employees 

Chief  executive 

City,  state 

1 

1 

Cargill/commodity  trading 

$32,000 

46,000 

Whitney  MacMillan 

Minnetonka,  MN 

2 

4 

Koch  Inds/petroleum  and  natural  gas 

16,000 

6,500 

Charles  Koch 

Wichita,  KS 

3 

2 

Continental  Grain/commodity  trading 

14,000 

12,000 

Michel  Fnbourg 

New  York,  NY 

4 

■ 

•Beatrice/food  and  consumer  products 

11,858 

100,000 

Donald  P  Kelly 

Chicago,  IL 

5 

3 

Apex  Oil/oil  refining,  transporting  and  trading 

8,000e 

10,000 

Anthony  Novelly 

St  Louis,  MO 

6 

7 

United  Parcel  Service/package  delivery 

7,686 

150,000 

John  W  Rogers 

Greenwich,  CT 

7 

8 

Mars/candy 

7,000e 

22,000 

Forrest  E  Mars  Jr 

McLean,  VA 

8 

6 

Bechtel  Group/engineering,  construction 

6,800 

23,000 

Stephen  D  Bechtel  Jr 

San  Francisco,  CA 

9 

52 

Peter  Kiewit  Sons/commercial  construction 

4,400 

31,000 

Walter  Scott  Jr 

Omaha,  NE 

10 

■ 

•RH  Macy/department  stores 

4,368 

55,000 

Edward  S  Finkelstein 

New  York,  NY 

11 

12 

Louis  Dreyfus/grain  exporting 

4,000 

650 

GL  Dreyfus 

Stamford,  CT 

12 

■ 

•Swift  Independent  Holdings/meatpacking 

4,000' 

9,200 

Edward  Cox  Jr 

Dallas,  TX 

13 

219 

•Goldman,  Sachs  &  Co/investment  banking  and  brokerage 

3,600e 

5,100 

John  L  Weinberg 

New  York,  NY 

14 

9 

•ARA  Services/food,  transport  and  health  services 

3,526e 

112,000 

Joseph  Neubauer 

Philadelphia,  PA 

15 

10 

Publix  Supermarkets/grocery  stores 

3,476 

24,000 

George  W  Jenkins 

Lakeland,  FL 

At  one  time  there  were  hundreds 
of  private  family-run  breweries. 
Stroh  is  the  last  large  one  left. 


16 

11 

•Malone  &  Hyde/food  wholesaling 

3,137 

10,778 

JR  Hyde  III 

Memphis,  TN 

17 

13 

Carlson  Cos/multicompany 

3,125 

50,000 

Curtis  L  Carlson 

Minneapolis,  MN 

18 

■ 

George  E  Warren/oil  trading 

2,846 

75 

A  David  Stillman 

Boston,  MA 

19 

■ 

•Marmon  Group/multicompany 

2,767 

27,095 

Robert  A  Pritzker 

Chicago,  IL 

20 

14 

•Levi  Strauss  Assoc/apparel 

2,600 

35,000 

Robert  D  Haas 

San  Francisco,  CA 

21 

■ 

•Jack  Eckerd/drugstores 

2,508 

32,400 

Stewart  Turley 

Clearwater,  FL 

22 

■ 

•American  Financial/insurance 

2,272 

45,000 

Ronald  F  Walker 

Cincinnati,  OH 

23 

59 

Drexel  Burnham  Lambert/investment  banking  and  brokerage 

2,200e 

8,600 

Frederick  H  Joseph 

New  York,  NY 

24 

19 

Milliken  &  Co/textiles 

2,200e 

45,000 

Roger  Milliken 

New  York,  NY 

25 

22 

Lincoln  Property/real  estate  devel  &  mgt 

2,100 

5,500 

A  Mack  Pogue 

Dallas,  TX 

26 

21 

•Pace  Industries/multicompany 

2,055 

20,200 

James  W  Wilcock 

New  York,  NY 

27 

17 

Advance  Publications/newspapers,  magazines,  books 

2,030 

18,500 

SI  Newhouse  Jr 

Staten  Island,  NY 

28 

15 

Farley  Industries/multicompany 

2,0002 

22,000 

William  F  Farley 

Chicago,  IL 

29 

235 

General  Felt  Industries/carpeting,  furniture,  auto  parts 

2,000 

14,500 

Marshall  S  Cogan 

Saddle  Brook,  NJ 

30 

■ 

H  Group  Holdings/multicompany 

2,000e 

30,000 

Jay  Pritzker 

Chicago,  IL 

31 

18 

SC  Johnson  &  Son/specialty  chemicals 

2,000e 

11,000 

Samuel  C  Johnson 

Racine,  WI 

32 

25 

HE  Butt  Grocery/grocery  stores 

1,900 

23,000 

Charles  C  Butt 

San  Antonio,  TX 

33 

23 

•Rapid-American/retail  stores 

1,898 

56,500 

Meshulam  Riklis 

New  York,  NY 

34 

■ 

First  Petroleum/petroleum  wholesaling 

1,830 

170 

Alfred  Slifka 

Waltham,  MA 

35 

30 

Hallmark  Cards/greeting  cards 

1,680 

20,000 

Irvine  O  Hockaday  Jr 

Kansas  City,  MO 

36 

37 

Peat,  (Warwick,  Mitchell  &  Co/accounting 

1,672 

31,700 

Larry  D  Horner 

New  York,  NY 

37 

38 

•Dominick's  Finer  Foods/grocery  stores 

1,600 

14,000 

Dominick  DiMatteo 

Northlake,  IL 

38 

26 

Graybar  Electric/electrical  equipment  wholesaling 

1,600 

4,500 

James  L  Hoagland 

St  Louis,  MO 

39 

56 

Arthur  Andersen  &  Co/accounting 

1,573 

29,800 

Duane  R  Kullberg 

Chicago,  IL 

40 

28 

Belk  Brothers/department  stores 

l,500e 

22,500 

John  Belk 

Charlotte,  NC 

Not  on  last  year's  list.    •Went  private  via  leveraged  buyout  within  last  six  years,    e:  estimate.    1  Includes  figures  for  Val-Agri  acquired  in  1986.    2  Includes  Farley 
iparel  (S900  million  sales),  which  may  make  public  offering  in  near  future. 

How 
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advance 
persona) 


COMPAQ  announces  its  biggj 
improvement  yet  to  the  indust 
standard— the  new  COMP/ 
DESKPRO  386:u  It  reaches  I 
higher  levels  of  speed,  compa 
bility,  performance  and  expan 
ability  than  have  ever  bei 
possible  in  personal  compute 
At  the  heart  of  this  breakthrou 
is  the  new  high-speed,  32-bit, 
MHz  Intel*  80386  microprocesj 


Introducing  the  new  COMPAQ  DESKPRO 


The  most  advanced  person 

COMPAQ"  is  a  registered  trademark;  COMPAQ  DESKPRO  386™  ;s  a  iradcmark  o(  COMPAQ  Computer  Corporation  Intel-  is  a  registered  trademark  of  Intel  Corporation  Microsoft'  is  a  registered  trademark  of  Microsoft  C I 
Lotus  and  Lotus  1-2-3*  are  registered  trademarks:  SymphonyTM  is  a  trademark  of  Lotus  Corporation  dFUSE  111  Plus"  is  a  registered  trademark  of  Ashton  Tate  @  1986  COMPAQ  Computer  Corporation  all  rights  reserved.  I 


dvanced-technology 
omputers 


runs  industry-standard 
ware  2-3  times  faster 
n  ever  before.  But  the 
)  is  just  the  beginning  of 

story.  We  surrounded  it 
i  dozens  of  features  and 
ancements  to  create  the 

t  advanced  personal 
puter  in  the  world. 


ich  component 
the  very  best 


The  Intel  80386  micro- 
processor is  faster  and 
more  powerful  than  its 
predecessors. 


ry  component  has 
n  optimized  to 
advantage  of  the 
ncreased  speed 
and  power  of 

the  80386.  We  offer,  for 
instance,  more  stor- 
age, up  to  130  Mega- 
bytes, with  access 
times  50  to  150  per- 
cent faster  than 
most  computers. 
Plus  you  get  the 
flexibility  of  up  to 
four  storage  de- 
vices. But  that's 
just  the  beginning. 
We  give  you  more 
memory.  Enhanced 
color  graphics.  Even  a 
built-in  expanded  mem- 
ory manager  that  breaks  the 
K  barrier  of  current  operating 
i  ems.  We  improved  the  key- 
rd,  quadrupled  the  capacity 
he  internal  fixed  disk  drive 
kup  to  40  Megabytes  and 
ie  it  twice  as  fast  as  before, 


then  went  on  to  add  a  host  of 
other  features.  Combined, 
they  make  this  the  first  PC  to 
offer  a  true  minicomputer 
level  of  performance  in  a  ver- 
satile, industry-standard  desk- 
top computer. 


The  winning  numbers 

The  new  COMPAQ  DESKPRO 
386  features  advanced  32-bit 
architecture  that  processes 
twice  as  much  information  as 
16-bit  computers  in  the  same 
amount  of  time.  Coupled  with 
its  impressive  16-MHz  pro- 
cessing speed,  it  radically  im- 
proves the  responsiveness  of 
spreadsheets,  databases  and  net- 
works as  well  as  the  ease  of 
multi-tasking. 

It  runs  thousands  of  business 
programs  as  well  as  all  the  popu- 
lar engineering  software,  achiev- 
ing an  unparalleled 
level  of  performance, 
and  making  it  a  replace- 
ment  for  expensive 
dedicated  engineering 
and  scientific  work- 
stations. 

And  because  it's 
so  compatible, 
there's  no  other 
personal  com- 
puter more  con- 
nectable.  As  a 
result,  you  can 
use  industry- 
standard  expan- 


sion boards  to  network,  communi- 
cate with  mainframes  and  mini- 
computers, or  even  support  several 
terminals. 

History  in  the  making 

The  COMPAQ  DESKPRO  386 
combines  superior  technology 
with  COMPAQ  innovation  to  let 
you  do  things  once  thought  im- 
possible or  impractical  with  PCs. 
There  may  be  companies  that  copy 
one  or  two  of  its  features,  but  it  will 
be  years  before  they  can  copy 
them  all.  It's  clearly  the  computer 
of  choice  for  today's  and  tomor- 
row's most  demanding  users.  From 
the  company  with  the  highest 
user  satisfaction  ratings  in  the  in- 
dustry For  the  Authorized  Dealer 
nearest  you,  or  to  obtain  a  bro- 
chure, call  1-800-231-0900  and  ask 
for  Operator  27.  In  Canada,  call 
416-449-8741,  Operator  27. 


Industry-standard 
software  now  performs 
2-3  times  faster  than 
ever  before. 


It  simply  works  better. 


mputer  in  the  world 


comPAa 


The  Largest  Private  Companies  in  the  U.S. 


Rank 


this 
yeat 

last 
year 

Company/business 

Sales 
(millions) 

Employees 

Chief  executive 

City,  state 

41 

29 

•Dillingham/construction,  maritime  trans,  ship  repair 

$1,500 

6,100 

||  Casey 

San  Francisco  Ci 

42 

35 

•First  National  Supermarkets/grocery  stores 

1,500 

14,519 

Richard  J  Bogomolny 

Maple  Heights,  0 

43 

33 

Hearst  Publications/publishing,  broadcasting 

l,500e 

12,000 

Frank  A  Bennack  |r 

New  York,  NY 

44 

■ 

Stevedoring  Group  of  Am/stevedoring  sves,  food  wholesaling 

l,500e 

5,500 

Tom  Stewart 

Seattle,  WA 

45 

27 

Stroh  Brewery /brewing 

1,500 

6,000 

Peter  W  Stroh 

Detroit,  MI 

46 

36 

Cox  Enterprises/publishing,  broadcasting 

1,471 

15,000 

lames  Robbins 

Atlanta,  GA 

47 

39 

Giant  EagJe/food  distributing,  grocery  stores 

1,450 

11,000 

David  S  Shapiro 

Pittsburgh,  PA  ! 

48 

42 

Readers  Digest  Association/publishing 

1,400 

8,000 

George  V  Groune 

Pleasantville,  NY 

49 

50 

Steelcase/office  furniture  and  systems 

1,393 

15,000 

Robert  C  Pew 

Grand  Rapids,  Ml 

50 

106 

Coopers  &  Lybrand/accounting 

l,375e 

36,243 

Peter  R  Scanlon 

New  York,  NY 

51 

46 

•Denny's/restaurants 

1,350 

52,000 

Vern  O  Curtis 

La  Mirada,  CA 

52 

■ 

•National  Gypsum/building  materials 

1,340 

12,800 

John  P  Hayes 

Dallas,  TX 

53 

43 

•Amstar  Holdings/sugar,  electrical  tools 

1,322 

7,600 

Howard  B  Wentz  (r 

New  York,  NY 

54 

44 

Hy-Vee  Food  Stores/grocery  stores,  drugstores 

1,300 

16,000 

Ron  Pearson 

Chariton,  IA 

55 

41 

McLane/food  wholesaling 

1,300 

2,000 

Brenton  McLane  Jr 

Temple,  TX 

56 

■ 

•SCOA  Industries/department  stores 

1,214 

20,000 

Herbert  H  Goldberger 

Canton  MA 

57 

48 

Estee  Lauder/cosmetics 

l,200e 

10,000 

Estee  Lauder 



New  York  NY 

58 

■ 

Furrs/grocery  stores 

1,200 

9,500 

Tom  Friederich 

 ■  

Lubbock,  TX 

59 

■ 

Gateway  Foods/food  wholesaling 

1,200 

3,000 

DB  Reinhart 

La  Crosse,  WI 

60 

49 

JR  Simplot/frozen,  dry  &  dehy  foods,  fertilizer 

1,200 

10,000 

Dale  Dunn 

Boise,  ID 

61 

54 

Arthur  Young/accounting 

1,200 

26,640 

William  L  Gladstone 

New  York,  NY 

62 

95 

Gilbane  Building/commercial  construction 

1,191 

1,311 

Paul  I  Choquette 

Providence,  RI 

63 

53 

Sammons  Enterprises/ins,  cable  TV,  wholesale  ind  supply 

l,190e 

5,500 

lames  Keay 

Dallas,  TX 

64 

78 

Ernst  &  Whinney/accounting 

1,185 

12,000 

Ray  |  Groves 

Cleveland,  OH 

65 

65 

•Weirton  Steel/steel 

1,156 

8,131 

Robert  L  Loughhead 

Weirton,  WV 

Avis  is  trying  harder,  now  that  it 
has  LBO  debt  to  shoulder. 


66 

45 

•Avondale  Industries/shipbldg,  indus  prods,  RR  freight  cars 

1,150 

10,000 

William  F  Connell 

Boston,  MA 

67 

58 

Connell  Rice  &  Sugar/food  wholesaling 

l,100e 

200 

Grover  Connell 

Westfield,  NJ 

68 

■ 

Frank  Consol  Enterprises/auto  dealerships,  travel  agency 

1.10O' 

2,000 

fames  Frank 

Des  Plaines,  IL 

69 

63 

Meijer/department  stores 

l,100e 

16,000 

Fred  Meijer 

Grand  Rapids,  Ml 

70 

182 

Deloitte  Haskins  &  Sells/accounting 

1,059 

25,000 

J  Michael  Cook 

New  York,  NY 

71 

155 

Anschutz/oil  and  gas  production 

l,050e 

3,250 

Philip  F  Anschutz 

Denver,  CO 

72 

a 

Chilewich  Sons/commodity  trading 

1,000 

850 

Simon  Chilewich 

New  York,  NY 

73 

■ 

Cumberland  Farms/convenience  strs,  petroleum  distnb 

1,000 

s  5i .:<  1 

Demetrios  B  Haseotes  Canton,  MA 

74 

60 

Dunavant  Enterprises/cotton  trading 

1,000 

1,000 

William  B  Dunavant 

Memphis,  TN 

75 

■ 

Finevest  Services/diversified  holding  company 

1,000 

10,000 

William  Berkley 

Greenwich,  CT 

76 

61 

Helmsley-Spear/real  estate 

1,000 

13,000 

Harry  B  Helmsley 

New  York,  NY 

77 

■ 

LeFrak  Organization/real  estate  devel  and  mgt 

l.OOOe 

2,000 

Samuel  I  LeFrak 

Forest  Hills,  NY 

78 

64 

TrammeH  Crow/real  estate  development  &  management 

l,000e 

2  000 

I  McDonald  Williams  Dallas,  TX 

79 

Trump  Organization/real  estate  development  &  management 

l.OOOe 

14,000 

Donald  1  Trump 

New  York,  NY 

80 

■ 

Union  Holdings/natural  gas  and  food  processing 

l,000e 

2700 

Anthony  L  Geller 

Independence,  KS 

■  Not  on  last  year's  list,    .^'ent  private  via  leveraged  buyout  w  ithin  last  six  years,    e:  estimate    '  Includes  IYI  Travel,  acquired  .April  1986 


Come  to  the  top 


Make  "A AA"  rated  Credit  Suisse 
your  global  banking  partner. 


Ir  Credit  Suisse  international  banking 
"tner  can  bring  you  a  unique  combi- 
:on  of  resources,  contacts  and  know- 
L  all  backed  by  a  130-year  tradition  of 
nmitment  to  excellence. 
At  Credit  Suisse,  you'll  benefit  from 
global  resources  of  our  entire  group  of 
npanies,  including  Credit  Suisse  First 


Boston  and  a  network  of  over  50  banking 
offices  on  all  five  continents. 

In  fact,  Credit  Suisse  is  one  of  the 
world's  most  highly  capitalized  banks, 
with  "AAA"  long-term  debt  rating,  a  dis- 
tinction assigned  to  only  a  handful  of 
banks  worldwide.  As  well  as  an  A1+/P1 
short-term  rating. 


Whatever  your  global  banking  needs 
may  be,  at  Credit  Suisse  you'll  find  the 
reliability  and  creativity  you'd  expect  from 
an  acknowledged  world  leader  in  finan- 
cial services. 

Credit  Suisse.  We  do  more  to  keep 
you  at  the  top. 


CREDIT  SUISSE 
CS 


Head  office:  8001  Zurich,  Paradeplatz  8   Offices  in  USA:  New  York   Los  Angeles   Atlanla   Chicago   Houston   Miami   San  Francisco 


The  Largest  Private  Companies  in  the  U.S. 


Rank 
this  last 
year  year 

Company/business 

Sales 
(millions) 

Employees 

Chief  executive 

City,  state 

81 

■ 

Valleydale  Packers/meatpacking 

Sl,000e 

2,608 

Jack  L  Wagner 

Bristol,  VA 

82 

67 

Sweet  Life  Foods/food  wholesaling 

975 

1,800 

Julian  Leabitt 

Suffield,  CT 

83 

Touche  Ross  &  Co/accounting 

973 

26,000 

Edward  Kangas 

New  York,  NY 

84 

100 

Vantage  Cos/commercial  construction 

958 

8,000 

John  Eulich 

Dallas,  TX 

85 

■ 

•US  Plywood/lumber 

950 

Richard  W  Lowry 

Wilton,  CT 

86 

168 

Tauber  Oil/petroleum  wholesaling 

924 

47 

Ol  Tauber  |r 

Houston,  TX 

87 

■ 

•Avis/auto  rental 

916 

10,500 

IP  Barrett 

Garden  City,  NY 

88 

97 

Ingram  Inds/csmr  prods,  software,  texts,  coal,  water  trans 

900 

2,300 

Bronson  Ingram 

Nashville,  TN 

89 

161 

Hunt  Corp/comrnercial  and  industrial  construction 

852 

256 

Robert  C  Hunt 

Indianapolis,  IN 

90 

■ 

Scripps-Howard/pubhshing,  broadcasting 

,51 

10,000 

Lawrence  A  Leser 

Cincinnati,  OH 

I 


Some  of  the  largest  private  companies 
are  employee-owned:  UPS,  Science 
Applications,  Weirton  Steel,  Dan  River, 
Raymond  International,  American  Cast 
Iron  Pipe,  Journal,  Nibco. 


91 

■ 

•First  Brands/consumer  products 

848 

4,000 

Alfred  E  Dudley 

Danbury,  CT 

92 

94 

Demoulas  Super  Markets/grocery  stores 

845 

6,500 

TA  Demoulas 

Tewksbury,  MA 

93 

101 

n      J        1-          _  1          t.            _            •  1    .    1 . .  . 

Perdue  Farms/ poultry  processing  and  mktg 

840 

12,000 

Franklin  P  Perdue 

Salisbury,  MD 

94 

103 

Potamkin  Cadillac/auto  dealerships 

822 

2,900 

Victor  Potamkin 

New  York,  NY 

95 

166 

Schreiber  Foods/food  processing 

820 

3,300 

Robert  G  Bush 

Green  Bay,  WI 

96 

47 

Amway/household  products 

800e 

-  .  ii  10 

Rich  DeVos 

Ada,  MI 

97 

156 

•Atlantic  Refining  &  Marketing/oil  refining  &.  marketing 

800 

1,000 

(ohn  Deuss 

Philadelphia,  PA 

98 

93 

Delaware  North/food  sve,  metals,  appliance  distnb 

800 

25,000 

JM  Jacobs 

Buffalo,  NY 

99 

80 

Esprit  de  Corp/apparel 

800 

3,703 

Doug  Tompkins 

San  Francisco,  CA 

100 

■ 

McCarthy/commercial  construction 

800 

1,500 

Michael  M  McCarthy  St  Louis,  MO 

101 

81 

Raley's/grocery  stores 

800 

5,000 

Thomas  Raley 

Sacramento,  CA 

102 

■ 

•Red  Owl  Holdings/food  wholesaling 

800 

3,000 

C  Patrick  Schulke 

Hopkins,  MN 

103 

124 

Wegmans  Food  Markets/grocery  stores 

800 

4,000 

Robert  B  Wegman 

Rochester,  NY 

104 

83 

Wyatt/petroleum  wholesaling 

800 

90 

Dudley  F  Blanchard 

New  Haven,  CT 

105 

121 

Smith  Barney,  Harris  Upham  &  Co/inv  banking  &  brokerage 

790e 

5,900 

John  A  Orb 

New  York,  NY 

106 

102 

Amerco/U-Haul  vehicle  rental 

783 

12,500 

Leonard  S  Shoen 

Las  Vegas,  NV 

107 

■ 

•Cole  National/specialty  retailing 

781 

11,500 

Jeffrey  A  Cole 

Linhurst,  OH 

108 

■ 

First  Texas  Financial  of  Delaware/savings  &  loan 

777 

:  -  ii 

J  Livingston  Kosberg 

Dallas  TX 

109 

75 

•Parsons  Corp/engineering  and  construction 

773 

8,000 

William  E  Leonhard 

Pasadena,  CA 

1  (0 

108 

Golden  State  Foods/meat,  supplies  for  McDonald's 

770e 

1,300 

James  E  Williams 

Pasadena,  CA 

111 

115 

Gates/auto  parts 

7684 

12,000 

Charles  C  Gates 

Denver,  CO 

112 

150 

McDevitt  &  Street/construction 

765 

2,495 

ER  Street 

Charlotte,  NC 

113 

120 

E&J  Gallo  Winery/wine 

"50c 

2,700 

-  Ernest  Gallo 

Modesto,  CA 

114 

96 

Horsehead  Industries/zinc,  carbon  &  graphite  prods 

-5,i 

3,000 

William  E  Flaherty 

New  York,  NY 

115 

66 

Schnuck  Markets/grocery  stores 

"50e 

2,530 

Craig  Schnuck 

Bndgeton,  MI 

116 

86 

Simpson  Timber/timber,  paper  and  plastics 

750e 

6,000 

William  G  Reed  Ir 

Seattle,  WA 

117 

82 

Transammonia/trading  fertilizer  &  petrol  prods 

750 

:  -J 

Ronald  P  Stanton 

New  York,  NY 

118 

127 

Gulf  States  Toyota/auto  importing 

738e 

Jerry  Pyle 

Houston,  TX 

119 

■ 

•Midland-Ross/aerospace,  electronics,  ind  equip 

"34 

-  -  0 

Richard  W  Viser 

Cleveland  OH 

120 

40 

A  Johnson  &  Co/oil  trading,  telecommun  equip 

"33 

1,508 

John  W  Pnesing 

New  York,  NY 

■  Not  on  last  year's  list.    •Went  private  via  leveraged  buyout  within  last  six  years 

September  1986. 


e:  estimate.     Does  not  include  Gates  Learjet  holdings,  which  were  sold  in 


198 


PORRFC   MflVTMRFI!  17    1  QSfl 


Put  your  warehouse 
on  wheels. 


dollar  family  of  companies  with  services  in  truck 
leasing  and  rental,  maintenance,  personnel 
leasing,  contract  carriage,  common  carriage, 
distribution  center  services,  bulk  transport,  and 
logistics  consulting. 

Put  Leaseway's  innovation  to  work  for  you. 


I 


Leaseway  Transportation  Inquiry  Center.  PO  Box  6212, 
Cleveland.  OH  44101 

Attention:  Mr  C  Mark  Jones.  Vice  President.  Marketing  and  Sales 
Send  me  more  information  on  Leaseway s  innovative  services 


.Title 


rolling  warehouses  are  not  a  new  idea, 
/ears,  they've  been  known  as  trucks. 
r  But  link  them  together  in  a  Just-In-Time 
I  'ery  system,  and  suddenly  new  productivity 
:  ssible. 

The  key  is  to  replace  your  inventory  with 
'  nation.  The  kind  Leaseway  Transportation 
i  oanies  have  developed  in  over  35  years  of 
I  ;rience  with  Just-In-Time  delivery. 

A  Leaseway*,  Just-In-Time  program 
:  ides  a  lot  more  than  trucks.  Among  the 
:  we  employ  are  state-of-the-art  materials 
'  ;ing  technology,  Electronic  Data  Inter- 
;  ge,  and  computerized  decision  support 
:  els.  If  you  are  thinking  Just-In-Time,  now  is 
=  ime  to  call.  1-800-428-0042.  In  Ohio, 
:  0-428-0028.  Or  mail  the  coupon  today. 

Leaseway  Transportation.  A  1.4-billion- 

pseway  group  of  companies  includes:  Anchor  Motor  Freight.  Inc  •  Fleet  Transport  Company,  Inc  •  Midwestern  Distribution,  Inc  •  Refiners  Transport 
i '  nal  Corporation  •  Signal  Delivery  Service.  Inc  •  Transco  Group.  Inc 


I 


L 


Name:  

Phone  Number 

Company:  

Address  

City   

BS111786 


.State 


-Zip 


j&r  Leaseway 

Transportation 


seway  Transportation  Corp 


The  Largest  Private  Companies  in  the  U.S 


Rank  I 
this       last  Sales 

year      year      Company/business  (millions)  Employees     Chief  executive  City,  state 

121  377       Barton-Malow/commercial  and  ind  construction  $730  450  Beniamin  Maibach  |r      Detroit,  Ml  

122  104       NES/precision  instruments  ,  730  1,550  Robert  A  Martin  Carpentersville,  IlJ 

123  109       Golub/grocery  stores  725  8,300  Lewis  Golub  Schenectady,  NY  | 

124  ■       Thrifty  Oil/petroleum  refining  725e         1,450  Ted  Orden  Downey,  CA 

125  71       E-Z  Serve/retailing,  wholesaling  petroleum  products  722  425  Ray  McGlothhn  Jr         Abilene,  TX 

126  91  •Allegheny  Ludluni/specialty  steel  716  5,400  Richard  P  Simmons       Pittsburgh,  PA 

127  ■       Clark  Construction  Group/general  contracting  716         2,500  A  James  Clark  Bethesda,  MD 

128  ■  •Amsted  Industries/RR  equip,  building  materials  701  8,800  Robert  H  Wellington      Chicago,  IL  

129  111  •Cone  Mills/textiles  700         9,950  Dewey  L  Trogdon         Greensboro,  NC  j 

130  ■       Gillett  Group/meatpacking,  broadcasting,  resorts  700e        4,800  George  N  Gillett  Jr        Nashville,  TN 

131  ■       Lennox  International/chmate-control  equip  700e        6,000  John  W  Norns  Jr  Dallas,  TX 

132  ■       Scoular/grain  stonng  &  merchandising,  agric  chems  700  450  Marshall  E  Faith  Omaha,  NE 

133  ■       Western  Auto/auto  parts  stores  697         4,200  John  T  Lundegard  Kansas  City,  MO 

134  ■       Stephens/investment  banking  and  brokerage  695e  280  Warren  A  Stephens        Little  Rock,  AR 

135  ■  «PIE 'Nationwide/trucking                                                     680        11,000  Morton  Huff  Jacksonville,  FL 
136  ■  •Seven-UpVsoft  drinks  678  560  Edward  W  Frautel  St  Louis,  MO 

137  114       Wan-en  Equities/oil  &.  gas  wholesaling  ix  retailing,  conv  strs      675  1,400  Warren  Alpert  New  York,  NY 

138  131       Rich  Products/frozen  foods  660         5,000  Robert  E  Rich  Jr  Buffalo,  NY 

139  ■       Randall's  Food  Markets/grocery  stores  650  2,800  Robert  R  Onstead  Sr      Houston,  TX 

140  ■       Worldwide  Volkswagen/distr  VW  &  Audi  autos  &  parts  650  400  Arthur  Stanton  Orangeburg,  NY 


^  il^       %:  r  J*  w  ~-  There  are  no  publicly  traded  auto 

/^^7^^£X5^  dealerships.  One  private  one.  Potamkin. 

^Sw3    553  does  $822  million  in  sales. 


141  145  Price  Waterhouse/accounting                                                645        29,000  Joseph  E  Connor  New  York,  NY 

142  116  Alfred  M  Lewis/food  distributing,  grocery  stores                      643           900  Michael  C  Burandt        Riverside,  CA 

143  119  Drummond/coal                                                                  635          3,350  Garry  N  Drummond      Jasper,  AL 

144  107  Dubuque  Packing/meatpacking                                           633          1  450  Charles  E  Stoltz  Omaha,  NE 

145  132  Rock  Island  Refining/petroleum  products                              625e          300  John  Hofer  Indianapolis,  IN 

146  ■  Amcena/department  stores                                                   620e        8,300  Ronald  Brenninkmeyer  New  York,  NY 

147  ■  «Ticor  Insurance/title  insurance  618  7,1 16  Winston  V  Morrow  Los  Angeles,  CA 
 148  a       Eighty  Four  Lumber/retailing  building  materials  608  3,300  Joseph  A  Hardy  Sr  Eighty  Four,  PA 

149  125     •Arcata/printing  and  forest  prods  600  7,000  Edward  L  Scarff  San  Francisco,  CA 

150  ■  Associated  Metals  &  Minerals/metal  trading                          600           210  Stefan  E  Eliel  White  Plains,  NY 

151  92  Crowley  Maritime/marine  transportation                                600          4,500  Thomas  B  Crowley        San  Francisco,  CA 

152  ■  •Edgcomb/steel  service  center                                              600         2,000  Michael  Scharf  New  York,  NY 

153  146  Hartz  Mountain/pet  food,  real  estate,  publishing                       600e        3,000  .  Leonard  Stern  Harrison,  NJ 

154  128  Metallurgy  metals  mining                                                      600         4,000  Michael  A  Standen        New  York,  NY 

155  220  Steuart  Investment/petroleum  stonng  and  marketing               600           800  Curtis  S  Steuart  Washington,  DC 

156  »       Triad  America/oil  refining  &,  wholesaling,  real  estate  600e  450  Donald  W  Fraser  Salt  Lake  City,  U" 

157  77       Triangle  Publications/magazines,  newspapers  600  2,500  Walter  H  Annenberg      Radnor,  PA  

158  ■     »SCI  HoldingsVbroadcasring  592  4,800  Teny  Lee  Miami,  FL  

159  ■     •Warnaco/apparel  591         11,000  Linda  J  Wachner  Bndgeport,  CT 

160  ■  Holm  an  Enterprises/auto  dealerships                                    583         1,872  Joseph  S  Holman  Pennsauken,  NJ 

*  No;  on  last  year's  list.    •Went  private  via  leveraged  buyout  within  last  six  years,    e:  estimate    5  Vi'ill  be  private  pending  sale  by  Philip  Morris 

6  Formerly  Storer  Broadcasting. 
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Locate  In  Scotland. 


THE  CENTRE  OF  EUROPEAN  ACHIEVEMENT. 


Mland  is  a  trading  nation.  A  greater  share  of  its  wealth  comes  from  exports  than  in 
iUK  as  a  whole.  Whether  surgical  implants  or  designer  knitwear,  inertial  systems  or 
genie  spheres,  they  are  planned,  produced  and  sold  from  this  compact  country, 
t  Scots  are  partners  in  excellence.  They  thrive  on  challenge  and  are  committed  to 
I  quality.  They  have  attracted  Digital  Equipment  and  W  L  Gore,  Johnson  and  Johnson 
Hewlett-Packard  to  their  shores.  The  Scottish  pedigree  is  long.  IBM  looks  back  on 
thirty  years  of  growth.  These  companies  and  many  more  have  found  in  Scotland 
qualities  that  have  made  them  excellent.  Support  industries  are  in  place.  Universities 
e  and  further  enterprise.  Venture  capital  seeks  out  growth.  Three  hundred  US 
orations   participate   in   this   thriving   European   nation   of  achievement.   Come  to 
land  and  you'll  never  look  back. 

Development 
Agency 


THE  SCOTTISH  DEVELOPMENT  AGENCY,  THROUGH  A  SINGLE  ENTRY  POINT,  OFFERS  INVESTORS  ALL  THEY  NEED  TO  KNOW  ABOUT 
NG  IN  SCOTLAND.  CALL  TOLL  FREE  (800)  THE-SCOT,  OR  SEND  YOUR  BUSINESS  CARD  TO  1  LANDMARK  SQUARE,  SUITE  810,  STAMFORD,  CONNECTICUT  06901. 

SDA  OFFICES  ALSO  IN  HOUSTON,  CHICAGO  AND  SAN  FRANCISCO. 
ial  is  published  by  the  Scottish  Development  Agency,  1  Landmark  Square.  Suite  810.  Stamford.  Connecticut  06901.  which  is  registered  under  the  Foreign  Agents  Registration  Act,  as  an  Agency  ol  the  Scottish  Development  Agency, 
•gow.  Scotland  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  this  material  by  the  United  States  Government. 


ssues  of  the  Information  Age: 


PROMISES  KEPT, 
PROMISES  TO  KEEP. 


At  the  beginning  of  this 
l\  century,  Theodore 
N.  Vail,  president  of 
AT&T,  understood  his 
competition  not  just  as 
other  telephone  compa- 
nies, but  as  distance, 
loneliness,  separation. 
He  foresaw  that  the 
success  of  his  company 
could  end  the  geo- 
graphic isolation  of  man. 
And,  in  ending  that 
isolation,  the  company's 
success  would  be 
assured.  The  vision 
became  reality:  by  the 
mid -70s,  America 
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had  universal  telephone 
service. 

Today,  as  the  Infor- 
mation Age  has  begun, 
there  is  a  new  kind 
of  isolation.  People  are 
awash  in  a  mounting 
sea  of  information,  yet 
unable  to  connect  or 
work  with  information 
in  an  orderly,  useful 
form;  that  is,  with 
the  world's  knowledge. 
Often,  information 
machines  do  little  to 
help.  They  are  difficult 
to  use,  rigid  in  their 
demands,  generally  un- 
able to  work  with  any 
but  their  own  kind. 

To  overcome  this 
new  kind  of  isolation, 
we  have  a  new  vision: 
to  make  the  Information 
Age  universal,  to  help 
build  a  worldwide  Tele- 
community  not  just 
open  to  all,  but  inviting. 

At  AT&T,  we  are 
now  working  toward  the 
day  when  people 
around  the  world  will  be 
able  to  handle  infor- 
mation in  any  form— 
conversation,  data, 
images,  text— as  easily 
as  they  make  a  phone 
call  today.  And  they  will 
be  able  to  get  informa- 
tion in  a  form  they 
can  use,  whenever  they 
need  it,  from  wher- 
ever it  is. 

We  envision  a  vast 
global  network  of  net- 
works, the  merging 
of  communications  and 
computers,  linking 
devices  so  incredibly 


capable,  they  will 
bend  to  the  will  of 
human  beings,  rather 
than  forcing  humans 
to  bend  to  theirs. 

Obviously,  no  one 
company,  no  one  nation, 
can  universalize  the 
Information  Age.  It  will 
take  the  best  minds 
of  many  companies  and 
many  nations.  The 
needs  of  our  customers 
are  creating  impera- 
tives for  our  industry. 
We  need  common 
standards  and  compati- 
bility. We  need  national 
and  international 
policies  that  are  open 
and  encouraging. 
And  we  need  to  make 
information  machines 
far  easier  to  use. 

We  have  the  science 
to  construct  the  systems 
now.  The  technology 
is  rapidly  taking  shape. 

We  are  dedicating 
our  minds,  our  energy, 
our  resources — our 
future — to  making  Tele  - 
community  a  reality. 


To  bringing  the  best 
of  the  Information  Age 
to  the  world.  . 

Our  vision  has  its 
roots  in  AT&T's  heritage 
of  service.  Just  as  the 
telephone  extended  the 
reach  of  the  human 
voice,  Telecommunity 
will  extend  the  reach 
and  capability  of  minds 
and  talents. 

Telecommunity  is 
our  goal.  Technology  is 
our  means?* 

We're  committed  to 
leading  the  way. 


AT&T 


The  Mass  Mutual 
Challenge. 

When  other  companies  talk  about  their  claim  track  record,  we  leove  them  in  the  dust. 


We're  Mass  Mutual,  and  we  challenge  any  company  to  beat 
our  track  record  in  claim  management.  We  integrate  speed, 
thoroughness  and  personal  service  better  than  anyone  else 

in  the  business. 

Our  electronic  claim  processing  system  is  as  advanced 
and  flexible  as  any  network  you'll  find.  Together  with  our 
staff  of  professionals,  MAGNET  allows  us  to  make  an  un- 
paralleled promise:  we  will  provide  any  level  of  claim  turn- 
around our  client  requires.  Not  just  good  turnaround,  but 
service  that  meets  the  most  exacting  demands. 

But  for  us,  speed  alone  is  not  enough.  We  provide  true 
claim  management,  not  mere  processing. 

We  monitor  all  claims  carefully,  so  that  our  clients  enjoy 
some  of  the  most  impressive  cost  savings  in  the  industry. 
We  also  recommend  alternatives  to  reduce  catastrophic 


claim  costs  through  alternative  treatment  programs. 

And  every  Mass  Mutual  client  is  assigned  their  own  claim 
examiner-someone  who  knows  the  company  and  its  plan 
of  benefits,  and  understands  exactly  how  to  help. 

When  it  comes  right  down  to  it,  we'll  challenge  any  other 
insurer  to  prove  that  their  claim  management  stands  up  to  our 
Speed,  thoroughness  and  a  personal  touch  are  our  hallmarks 

Let  us  show  you  why  our  claims  service  is  one  of 
the  reasons  more  and  more  employers  are  choosing  Mass 
Mutual.  Have  your  agent,  broker  or  consultant  call  their 
Mass  Mutual         ■    «  «   »  _ 

MassMutual 

Take  the         GROUP  LIFE  AND  HEALTH 

challenge.  Massachusetts  Mutual  Life  Insurance  Co  Spnngtield.  MA  0111 


The  Largest  Private  Companies  in  the  U.S. 

Rank 
this  last 
year  year 

Company/business 

Sales 
(millions] 

Employees 

Chief  executive 

City,  state 

161 

216 

Mellon  Stuart  Holding/gnrl  contracting,  construction  mgmt 

$579 

1,450 

David  F  Figgins 

Pittsburgh,  PA 

162 

217 

Lykes  Brotheis7/food  processing 

575e 

2,000 

Charles  P  Lykes 

Tampa,  FL 

•Oppenheimer  &  Co/investment  banking  and  brokerage 

575 

22,000 

Stephen  Robert 

New  York,  NY 

164 

148 

Piggly  Wiggly  Southern/grocery  stores 

570 

5,700 

Ronald  R  Frost 

Vidaha,  GA 

165 

105 

Andersons/agribusiness,  consumer  products 

567 

1,170 

Richard  P  Anderson 

Maumee,  OH 

166 

■ 

•Foodmaker/Jack  in  the  Box  restaurants 

564 

27,000 

Jack  W  Goodall 

San  Diego,  CA 

167 

152 

Maritz/motivation  progs,  bus  meetings,  mkt  research 

563 

3,200 

William  E  Maritz 

Fenton,  MO 

loo 

United  Van  Lines/moving  services 

562 

800 

Rober  J  Baer 

Fenton,  MO 

171 

Builder  Marts  of  America/wholesaling  building  materials 

555 

675 

Clarence  B  Bauknight  Greenville,  SC 

1 7fl 

MagneTek/electronic  equipment 

5558 

6,000 

Frank  Perna  Jr 

Los  Angeles,  CA 

171 

98 

•Mac Andrews  &  Forbes  Holdings/tobacco,  movie,  film  process 

552 

3,000 

Ronald  O  Perelman 

New  York,  NY 

172 

69 

Renfield/liquor  and  wine  importing 

552 

200 

Herman  Mernhoff 

New  York,  NY 

173 

■ 

•First  American  Bankshares/bank  holding 

551 

4,246 

Robert  G  Stevens 

Washington,  DC 

1  74 

•Harte-Hanks  Communications/broadcasting,  publishing 

551 

11,500 

Bob  Marbut 

San  Antonio,  TX 

1  7£ 

101 

•Boy's  Market/grocery  stores 

550 

4,000 

Peter  Supini 

Highland  Park,  CA 

176 

158 

•Coca-Cola  Bottling  Co  of  NY/soft  drink  bottling  and  distrib 

550 

3,200 

Edward  F  O'Reilly 

Greenwich,  CT 

177 

136 

Duchossois  Enterprises/railroad  equipment 

550e 

6,000 

Richard  L  Duchossois  Elmhurst,  IL 

I/O 

•Guardian  Inds/flat  glass 

550 

5,500 

William  Davidson 

Northville,  MI 

1 70 

1 1R 

Southwire/metal  fabricating 

550 

3,500 

James  C  Richards9 

Carrollton,  GA 

Allied  Van  Lines/moving  services 

547 

890 

Dennis  I  Mudd 

Chicago,  IL 

181 

142 

Andersen  Corp/building  materials 

545 

2,900 

WA  Wellman 

Bayport,  MN 

182 

■ 

Domino's  Pizza/pizza  restaurants 

539 

5,000 

Tom  S  Monaghan 

Ann  Arbor,  MI 

loo 

B 

•Republic  Health/hospitals 

539 

8,730 

James  E  Buncher 

Dallas,  TX 

184 

179 

Young  &  Rubicam/advertising 

536 

10,000 

Alexander  Kroll 

New  York,  NY 

185 

386 

Koll/construction,  real  estate 

535 

700 

John  Roll 

Newport  Beach,  CA 

186 

214 

Science  Applications  International/research  and  development 

533 

6,500 

Dr  JR  Beyster 

La  Jolla,  CA 

187 

■ 

Paragon  Group/real  estate  develop  and  mgmt 

530 

1,300 

WR  Cooper 

Dallas,  TX 

188 

■ 

•Sybron/health  care  equipment 

530 

7,150 

Kenneth  F  Yontz 

Saddle  Brook,  NJ 

189 

210 

HCB  Contractors/general  construction  mgmt 

529 

1,500 

Lawrence  A  Wilson 

Dallas,  TX 

190 

181 

Ingles  Markets/grocery  stores,  milk  processing 

528 

4,800 

Robert  P  Ingle 

Asheville,  NC 

^E^j                                      U-Haul,  owned  by  Nevada-based 
Pf**")                                      Amerco,  has  the  nation's  biggest 
^IIj                                     fleet  °f  rental  trucks. 

191 

187 

Cardinal  Industries/manufactured  housing 

527 

7,071 

Austin  Guirlinger 

Columbus,  OH 

192 

381 

Irvine  Co/real  estate  devel  and  mgmt 

525e 

1,200 

Donald  Bren 

Newport  Beach,  CA 

193 

208 

HB  Zachry/commercial,  ind  &.  highway  construct 

525 

8,000 

H  Bartel  Zachry 

San  Antonio,  TX 

194 

■ 

Johnson  &  Higgins/ins  brkrs,  personnel  consultants 

523 

6,710 

Robert  V  Hatcher  Jr 

New  York,  NY 

195 

140 

•Vista  Chemical/chemicals 

521 

1,500 

John  D  Burns 

Houston,  TX 

196 

■ 

Snyder  General/climate-control  equip 

520 

4,500 

Richard  W  Snyder 

Dallas,  TX 

197 

233 

Racetrac  Petroleum/convenience  stores,  gasoline 

517 

1,650 

Carl  Bolch  Jr 

Atlanta,  GA 

198 

74 

•Raymond  Intl/engineenng  and  construction 

517e 

2,400 

Henry  LeMieux 

Houston,  TX 

199 

151 

JM  Huber/energy,  rubber,  natural  resources 

516 

3,000 

Michael  W  Huber 

Edison,  NJ 

200 

110 

AG  Spanos  Cos/apt  construction  and  management 

515 

925 

Alex  Spanos 

Stockton,  CA 

■  Not  on  last  year's  list    •Went  private  via  leveraged  buyout  within  last  six  years,    e:  estimate.    7  Sold  Lykes  Steamship  Lykes  Brothers  Steamship  ranks  363 
"Includes  Universal  Mfg  and  Centurv  Electric  Both  acquired  1986    ''Office  of  chief  executive  shared  by  three  individuals. 
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The  Largest  Private  Companies  in  the  U.S. 


Rank 
this  last 
year  year 

Company/business 

Sale 
(millions) 

Employees 

Chief  executive 

City,  state 

201 

292 

B  Green  &  Co/food  distributing,  grocery  stores 

S510 

1,600 

Bernard  Green 

Baltimore,  MD 

202 

199 

Kohler/plumbing  equip,  engines  &  generators 

510e 

8,000 

Herbert  V  Kohler  Jr 

Kohler,  WI 

203 

■ 

Taubman  Investment/department  stores,  restaurants 

510e 

7,570 

Alfred  Taubman 

Bloomfield  Hills,  Ml 

204 

176 

Battelle  Memorial  Institute/research  and  development 

500 

'  4h" 

Dr  Ronald  S  Paul 

Columbus,  OH 

205 

180 

Brookshire  Grocery/grocery  stores 

500 

2,200 

Bruce  G  Brookshire 

Tyler,  TX 

206 

■ 

Edward  J  DeBartolo/real  estate  devel  and  mgmt 

500e 

11,000 

Edward  J  DeBartolo 

Youngstown,  OH 

207 

159 

Grocers  Supply  Co/food  wholesaling 

500e 

.  000 

Robert  Ozmun 

Houston,  TX 

^nc 
zuo 

-1  1 

•Hyster/forklift  trucks  and  tractors 

500e 

5,000 

William  H  Kilkenny 

Portland,  OR 

209 

165 

North  Pacific  Lumber/forest  products 

500 

360 

Leo  T  Gibbons 

Portland,  OR 

210 

192 

Oklahoma  Publishing/publishing,  broadcasting 

500 

4,000 

Edward  L  Gaylord 

Oklahoma  City,  OK) 

211 

198 

•Pamida/department  stores 

500 

4,500 

C  Clayton  Burkstrand 

Omaha,  NE 

212 

207 

Phelps/commercial  construction 

500 

3,000 

Robert  G  Tointon 

Greeley,  CO 

213 

167 

Schwan's  Sales  Enterprise/frozen  foods 

500 

5,000 

Marvin  Schwan 

Marshall,  MN 

214 

1?3 

Superior's  Brand  Meats/meatpacking 

:  5uo 

Neil  Genshaft 

Massillon,  OH 

215 

230 

WWF  Paper/stationery  &.  writing  paper 

500 

Edward  V  Furlong  Jr 

Bala  Cynwyd,  PA 

The  400  biggest  private  companies  have 
sales  of  $390  billion.  The  400  largest 
public  ones,  $2.5  trillion. 


216 

Inland  Real  Estate/real  estate 

495 

1,600 

Darnel  L  Goodwin 

Oak  Brook,  IL 

:r 

251 

•Early  &  Daniel  Industries/food  processing 

493 

225 

Samuel  M  Harrell 

Cincinnati.  OH 

218 

•Kane-Miller/meatpacking 

490 

1,100 

Stanley  B  Kane 

Tarrytown,  NY 

219 

Brenlin  Group/metal  fabricating 

3,600 

David  Brennan 

Akron,  OH 

220 

GSC  Enterprises/food  wholesaling 

4~5 

900 

Michael  K  McKenzie 

Sulphur  Springs,  TX 

221 

Westfield  Cos/insurance 

475e 

1,500 

Dale  W  Smucker 

Westfield  Center  OI 

222 

290 

Fidelity  Investments/fund  management 

470 

4,000 

Edward  C  Johnson  in 

Boston,  MA 

223 

164 

•Marley/heat  transfer  equip 

470 

5,200 

Robert  J  Dineen 

Shawnee  Mission,  K! 

224 

188 

Nash  Phillips/Copus/home  building,  land  devel,  real  estate 

461 

1,080 

Clyde  Copus 

Austin,  TX 

225 

202 

Schwegmann  Giant  Supermarkets/grocery  stores 

460 

4,S00 

John  F  Schwegmann 

New  Orleans,  LA 

226 

201 

Swinerton  &  Walberg/general  contracting 

455 

1,500 

Milo  S  Gates 

San  Francisco,  CA 

227 

260 

Youngs  Market/food  and  liquor  wholesaling 

451 

s>5i 

Vemon  Underwood  Sr  Los  Angeles,  CA 

228 

117 

Bartlett  Agri  Enterprises/grain,  flour,  cattle  feed 

5~5 

Paul  D  Bartlett  Ir 

Kansas  City,  MO 

229 

■ 

Bigheart  Pipe  Line/petroleum  wholesaling 

450e 

280 

Henry  Zarrow 

Tulsa.  OK 

230 

249 

Chemcentral/chemical  distributing 

450 

750 

HS  Wenstrup 

Chicago,  IL 

231 

205 

SJ  Groves  &  Sons/heavy  construction 

450 

5,000 

OE  Powers 

Minneapolis,  MN 

232 

237 

Merchants  Distributors/food  wholesaling 

450e 

985 

Boyd  George 

Hickory'.  NC 

233 

193 

Pilgrim  Pride /poultry  processing  and  mktg,  feed 

450 

4,500 

Lonme  Pilgrim 

Pittsburg,  TX 

234 

■ 

Pride  Refining/oil  refining  and  transportation 

450 

: 

James  R  Morns 

Abilene,  TX 

235 

194 

Roseburg  Forest  Products/forest  products 

450 

4,000 

Kenneth  W  Ford 

Roseburg,  OR 

236 

178 

•UIS,  auto  parts 

45 

6,500 

Harold  Lebensfeld 

New  York  NY 

237 

196 

Walbridge,  Aldinger/commercial  contracting 

450 

1,120 

John  Rakolta  Jr 

Livonia,  MI 

238 

197 

Wilbur-EIlis.'distributing  farm  supplies 

-5 

1,500 

CP  Thacher 

San  Francisco,  CA 

239 

379 

Flying  ('integrated  petroleum 

44: 

2,000 

OJ  Call 

Bngham  City,  UT 

240 

• 

Providence  Journal/newspapers 

434 

3,500 

Michael  P  Metcalf 

Providence,  RI 

■  Not  on  last  year's  list    •Went  private  via  leveraged  buyout  within  last  six  years,    e:  estimate 
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Tax  reform  offers  your  business 
one  tangible  benefit: 

Opportunity. 


RETIREMENT 
PLANNING 


0& 


The  new  tax  law  offers  tremendous  investment  poten- 
tial for  businesses.  And  Merrill  Lynch  offers  new  strat- 
egies to  help  you  succeed. 

For  example,  continue  to  use  your  100%  interest 
deductions  to  help  finance  your  business  growth.  Max- 
imize your  retirement  plan  contributions  this  year  and 
your  investment  will  grow  tax-deferred  — for  you  and 
your  plan's  participants. 

Consider  life  insurance  as  a  tax-advantaged  busi- 
ness investment.  Additionally,  by  protecting  against  the 
loss  of  key  employees  and  funding  "buy  and  sell"  and 
deferred  compensation  agreements,  your  investment 
in  life  insurance  can  significantly  reduce  critical  busi- 
ness risks. 

When  you're  looking  for  these  and  other  oppor- 
tunities, you  can  always  count  on  the  service  and 
professionalism  available  to  your  business  through 
your  local  Merrill  Lynch  Financial  Consultant. 

Start  by  asking  for  our  free  booklet,  The  Tax  Reform 
Act  of 1986:  Financial  Strategies  for  Businesses.  Call 
Merrill  Lynch  weekdays,  830  am  to  midnight,  EST.  In 
Alaska  and  Hawaii,  call  the  Merrill  Lynch  office  nearest 
you.  Or  mail  the  coupon  below. 

1-800-637-7455,  Ext.  5500 


Mail  to:  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.,  Service  Center 
RO.  Box  2021,  Jersey  City,  NJ  07303 

□  YES!  I'd  like  to  know  how  tax  reform  affects  my  business. 
Please  send  me  your  free  booklet,  The  Tax  Reform  Act  of  1986: 
Financial  Strategies  for  Businesses. 

Name  


Company  Name_ 
Add  ress  


City- 
State- 


.Zip_ 


Business  Telephone: 


Merrill  Lynch  clients,  please  indicate  name  and  office  address  of 
your  Financial  Consultant:  

  5500 


©  1986  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc.  Member  SIPC. 


Merrill  Lynch 


The  Largest  Private  Companies  in  the  U.S. 


Rank 

this 

last 

Sale.s 

year 

year 

Company/business 

(millions] 

Employees 

Chief  executive 

City,  state 

241 

204 

CR  Anthony/department  stores 

$427 

8,000 

Robert  H  Anthony 

Oklahoma  City,  Ol 

242 

■ 

•Schottenstein/department  and  furniture  stores 

425e 

4,500 

Jerome  Schottenstein  Columbus,  OH 

243 

228 

Wheaton  Inds/packaging 

425e 

10,000 

Frank  H  Wheaton 

Millville,  NJ 

244 

■ 

•Palm  Beach/apparel 

419 

6,500 

Elmer  L  Ward  Jr 

Cincinnati,  OH 

245 

■ 

Country  Companies  Group/insurance 

416 

2,153 

Duane  L  Miller 

Bloommgton,  IL 

246 

232 

•AJ  Bayless  Markets/grocery  stores 

410e 

3,000 

Bruce  Krysiak 

Phoenix,  AZ 

247 

■ 

•Blaw  Knox/industrial  equip,  engineering 

410e 

2,500 

WD  Hunt 

Pittsburgh,  PA 

248 

255 

Rosenthal  Cos/auto  dealerships 

404 

1,200 

Robert  M  Rosenthal 

Arlington,  VA 

249 

213 

Austin  Industries/heavy  construction 

400 

5,500 

William  T  Solomon 

Dallas,  TX 

250 

■ 

•Bath  Iron  Works'°/ship  bldg  and  repairing 

400 

7,500 

William  E  Haggett 

Bath,  ME 

251 

122 

•Dan  River/textiles 

400 

7,000 

David  W  Johnston 

Danville,  VA 

252 

■ 

•Friona/me  at  packing 

400 

900 

Denis  Farley 

Dallas,  TX 

253 

160 

Houdaille  Industries/industrial  products 

400 

5,000 

Phillip  A  O'Reilly 

Ft  Lauderdale,  FL 

254 

■ 

McLouth  Steel  Products/steel 

400 

2,300 

Milton  Deaner 

Trenton,  MI 

255 

240 

Microdot/connecting  devices,  ingot  molds 

400e 

4,100 

Richard  P  Strubel 

Chicago,  IL 

256 

254 

JVlinyard  Food  Stores/grocery  stores 

400 

4,000 

MT  Minyard 

Coppell,  TX 

257 

130 

Parsons  &  Whittemore/ind  machinery,  pulp 

400e 

2,500 

Carl  C  Landegger 

New  York,  NY 

258 

■ 

Penske/auto  dealerships,  racing,  parts 

400e" 

1,000 

Roger  S  Penske 

Reading,  PA 

259 

195 

Trailways/bus  transport,  bus  mfg 

400 

3,500 

James  L  Kerrigan 

Dallas,  TX 

260 

229 

World  Carpets/carpets 

400 

2,000 

Shaheen  Shaheen 

Dalton,  GA 

261 

■ 

Southern  Farm  Bureau  Casualty  Ins  Co/insurance 

396 

1,200 

John  W  Head 

Jackson,  MS 

262 

183 

CL  Peck  Contractor/general  construction 

386 

350 

Louis  M  Stafford 

Los  Angeles,  CA 

263 

236 

Central  Newspapers/newspapers 

384e 

5,000 

Frank  Russell 

Indianapolis,  IN 

264 

242 

Asplundh  Tree  Expert/tree-trimming  for  elec  utilities 

383e 

11,330 

Edward  K  Asplundh 

Willow  Grove,  PA 

265 

268 

Club  Corp  of  America/sports  clubs 

380 

13,000 

Robert  H  Dedman 

Dallas,  TX 

266 

252 

Home  Interiors  &  Gifts/home  furnishings 

380 

1,400 

Donald  J  Carter 

Dallas,  TX 

267 

300 

McWane/pipe  mfg  and  water  treatment 

380e 

3,675 

John  McMahon 

Birmingham,  AL 

268 

247 

Almac's/grocery  stores 

379 

774 

AW  Pike 

East  Providence,  RI 

269 

■ 

Alberici/commercial  construction 

375 

1,000 

Gabriel  J  Alberici 

St  Louis,  MO 

270 

271 

C&S  Wholesale  Grocery/food  wholesaling 

375 

420 

Lester  Cohen 

Brattleboro,  VT 

Franchiser  Domino's  Pizza  has  sales 

of  but  $539  million,  although  its 

•  -& 

outlets  do  more  than  $1  billion  in  food. 

271 

293 

Greenwood  Mills/textiles 

375e 

6.800 

JC  Self  Jr 

Greenwood,  SC 

272 

253 

Hyplains  Dressed  Beef/meatpacking 

375 

275 

James  Mitchel 

Dodge  City,  KS 

273 

163 

Ben  E  Keith/food  and  beverage  distributing 

l^c 

1,351 

Howard  Hallam 

Fort  Worth,  TX 

274 

256 

Sprague  Resources/residential  and  commercial  contracting 

??5 

3,000 

Robert  M  Helsell 

Seattle,  WA 

275 

■ 

Quicktrip/convenience  stores 

370 

1,400 

Chester  Cadieux 

Tulsa,  OK 

270 

70 

•ACF  Industries/mfg,  leasing  RR  equip 

367 

1,500 

Carl  C  Icahn 

Earth  City,  MO 

277 

272 

Colonial  Oil  Industries/wholesaling,  retailing  petrol  prods 

367 

187 

Robert  H  Demere 

Savannah,  GA 

278 

243 

Fred  W  Albrecht  Grocery/grocery  and  drugstores 

360 

3,000 

F  Steven  Albrecht 

Akron,  OH 

279 

313 

•American  Seaway  Foods/food  distributing 

360 

700 

Ralph  Garson 

Bedford  Heights,  OI 

280 

246 

Hughes  Markets/grocery  stores 

358 

5,590 

Fred  B  McLaren 

Los  Angeles,  CA 

■  Not  on  last  year's  list    *V(  ent  private  via  leveraged  buvout  within  last  six  vears.  e: 

estimate.  1 

0  Formerly  a  division  of  Congoleum.  ranked  5~th  last  vear. 

11  Excludes  50%-owned  Hertz-Penske. 

BREAKTHROUGH: 

4  FAIL-SAFE  SYSTEM  FOR 
SETTING  YOUR  MESSAGE  ACROSS. 

or  years,  businesses  have  been  saving  money 
y  sending  data  between  computers  and  terminals 
ia  communications  networks.  But  what  if  a  line 
oes  down,  or  a  communications  processor 
lils?  Important  information  can  be  lost  in  a  sea 
f  electronics. 

Our  solution:  The  built-in  fail-safe  features  of 
/mnetf  one  of  the  world's  largest  data 
ommunications  networks.  If  a  line  goes  down, 
r  any  component  of  the  network  malfunctions, 
/mnet  will  instantly  resend  or  reroute  the 
lformation.  Correction  and  protection  features 
jduce  the  probability  of  transmission  error 
>  one  in  more  than  four  billion  bits — the 
quivalent  of  a  100-words-per-minute 
icretary  typing  a  lifetime  without  an  error.  That's 
^liability  users  depend  on  to  deliver  data 
itact  anywhere,  anytime. 

We're  creating  breakthroughs  that  make  a 
ifference  in  the  way  things  work  and  the  way 
eople  live. 

We're  McDonnell  Douglas. 

For  more  information,  write: 
ninef,  McDonnell  Douglas, 
ox  14526,  St.  Louis,  MO  63178 


MCDONNELL  DOUGL/kS 


ORMATION  SYSTEMS  MILITARY  &  COMMERCIAL  AIRCRAFT  SPACECRAFT  &  MISSILES  HEALTHCARE  SYSTEMS  HELICOPTERS  FINANCING 
36  McDonnell  Douglas  Corporation 


MOVING  INFOR] 


CSX  Corporation  is  managing  new  forces  to  increase 
shareholder  value.  Following  its  realignment  as  a  compone 
based  organization,  this  $12  billion  giant  is  building  its  strenc 
Transportation  Energy  Properties  and  Technology 


CSX  Technology  provides  intormation/communicatio: 
support  for  the  other  CSX  business  groups.  At  the  same  time, 
designs  programs,  develops  systems  and  markets  its  capabi 
to  both  private  industry  and  government. 

One  strong  growth  area  for  CSX  Technology  is  the 


inbination  of  transportation  and  information  technology 
•  lise,  CSX  is  uniquely  positioned  to  serve  this  market, 
i  Another  promising  CSX  Technology  area  is  its  partnership 
:  st  in  the  LightNet*  fiber  optic  network.  This  state-of-the-art 

lunications  network  has  2,000  of  its  proposed  5,000  miles  in 
!  ttion  or  under  construction.  LightNet  will  serve  large  volume 
i  of  high  speed  data,  voice  and  video  throughout  major  cities 
'  >f  the  Mississippi. 

For  more  information  on  the  new  growth  potential  of  CSX, 
tj  Corporate  Communications,  PO.  Box  C-32222,  Dept.  B-4D, 

iond,VA  23261. 


Technology 
Transportation 
Energy 
Properties 


The  Largest  Private  Companies  in  the  U.S. 


Rank 


this 
year 

last 
year 

Company/business 

Sales 
(millions) 

Employees 

Chief  executive 

City,  state 

281 

275 

MA  Mortenson/commercial  contractors 

$358 

850 

MA  Mortenson  Jr 

Minneapolis,  MN 

282 

227 

Vanguard  Energy/petroleum  products 

357 

28 

C  Phillip  Trotter 

Houston,  TX 

283 

■ 

Martin  Exploration  Management/petroleum,  conv  stores 

352 

684 

Carl  C  Greer 

Blue  Island,  IL 

284 

■ 

Moyer  Packing/meatpacking 

3  il 

1,200 

Curtis  F  Moyer 

Souderton,  PA 

285 

■ 

•Carnival  Cruiseline/vacation  cruises 

350 

3,500 

Ted  Arison 

Miami,  FL 

286 

291 

•Granite  Construction/commercial  construction 

350 

2,500 

Richard  C  Solan 

Watsonville,  CA 

287 

■ 

•Health-tex/children's  apparel 

350 

9,000 

Robert  A  Breakstone  New  York,  NY 

288 

73 

Hillman  Co/refng  equip,  coal,  metal  fab,  real  estate 

350e12 

8,700 

Henry  Hillman 

Pittsburgh,  PA 

289 

■ 

•J&L  Specialty  Products/flat-rolled  stainless  steel 

350 

1,100 

Claude  F  Kronk 

Pittsburgh,  PA 

290 

■ 

JRH/auto  dealerships 

350 

1,000 

JR  Hendnck  III 

Charlotte,  NC 

291 

■ 

McKinsey  &  Co/consulting 

350e 

1,046 

D  Ronald  Daniel 

New  York,  NY 

292 

■ 

Media  News  Group/newspapers 

350e 

14,000 

William  D  Singleton  Dallas,  TX 

293 

■ 

Northville  Industries/gasoline  wholesaling  &  retailing 

350 

250 

Harold  Bernstein 

Melville,  NY 

294 

263 

Pantry/convenience  stores 

350 

3,200 

Samuel  |  Womom  III  Sanford,  NC 

295 

315 

Roger  Williams  Food/food  distributing 

350 

500 

Scott  B  Laurans 

Providence,  RI 

58  of  the  400  companies  here 
wholesale  or  retail  food. 


296 

■ 

United  Coal/coal  mining 

350 

1,000 

fames  W  McGlothlin  Bristol,  VA 

297 

170 

USA  Petroleum/gasoline  retailing 

350 

400 

John  J  Moller 

Santa  Monica,  CA 

298 

■ 

Jervis  B  Webb/material  handling  equipment 

350 

2,900 

lervis  C  Webb 

Farmington  Hills,  M 

299 

266 

K&B/dmgstores 

347e 

3,100 

Sydney  I  Besthoff  III 

New  Orleans,  LA 

300 

280 

Encyclopaedia  Britannica 'publishing 

345 

1,042 

Robert  Gwinn 

Chicago,  IL 

301 

149 

•Columbian  Enterprises/chemicals,  metal  trading 

341 

1,251 

L  von  Hoffmann 

New  York,  NY 

302 

221 

Ferrell  Cos/oil 

340e 

450 

James  E  Ferrell 

Liberty,  MO 

303 

276 

3  Beall  Brothers  3/department  stores 

340 

2,800 

Royce  Beall 

Jacksonville,  TX 

304 

■ 

Walton  Monroe/textiles 

340 

4,700 

G  Stephen  Felker 

Monroe,  GA 

305 

261 

Jouraal/ne  wspapers 

339 

3,650 

Thomas  J  McCollow 

Milwaukee,  Wl 

306 

238 

•GNB/batteries 

337 

3,000 

Stanley  N  Gaines 

Mendota,  MN 

307 

321 

•Formica/building  matenals 

335 

3,600 

Gordon  D  Sterling 

Wayne,  NJ 

308 

351 

Hale-Halsell/grocery  stores 

335 

450 

Bob  Hawk 

Tulsa,  OK 

309 

■ 

Harbour  Group/machine  tools 

335e 

3,000 

Sam  Fox 

Clayton,  MO 

310 

239 

HBE/commercial  construction 

335e 

4.100 

Fred  F  Kummer 

St  Louis,  MO 

311 

■ 

•Budget  Rent  a  Car/auto  rental 

332 

3,500 

Chi  Haley 

Chicago,  IL 

312 

113 

D'Arcy,  Masius,  Benton  &  Bowles/advertising 

330 

6,100 

John  S  Bower 

New  York,  NY 

313 

307 

Taubman  Co/real  estate  devel  and  mgmt 

330e 

400 

•  A  Alfred  Taubman 

Bloomheld  Hills,  MI 

314 

■ 

Towers,  Perrin,  Foster  &  Crosby/consulting  &  remsurance 

330 

Quentin  I  Smith  [r 

New  York,  NY 

315 

259 

Tang  Industries/metal  fabricating  &  distributing 

327e 

4,000 

Cyrus  Tang 

Elk  Grove  Village,  0. 

316 

189 

Aarque  Cos/metal  fabricating 

325 

3,100 

R  Quintus  Anderson  (amestown,  NY 

317 

■ 

Booz,  Allen  &  Hamilton/consulting 

325 

2,800 

RM  McCullough 

New  York,  NY 

318 

337 

Fareway  Stores/grocery  stores 

325 

800 

FW  Beckwith 

Boone,  IA 

319 

269 

Freedom  Newspapers/publishing,  broadcasting 

325 

4,500 

DR  Segel 

Irvine,  CA 

320 

a 

•Kuscan/vinyl  siding,  fiberglass,  toys,  plastics 

325 

3,200 

Reynold  Nebel 

Brentwood,  TN 

■  Not  on  last  year  s  list    »Vi'ent  private  via  leveraged  buyout  within  last  six  years,  e: 

estimate. 

2  Excludes  Pameco  and  Copeland.  w  hich  were  sold  in  1986.  ' 

^  l  ~i 


In  1883,  when  a  volcanic  blast  leveled  Krakatoa,  Allendale 
had  been  on  solid  ground  for  48  years. 


)ne  earthshattering  moment.  The  loudest  recorded 
;e  in  history.  In  a  world  shaken  by  the  forces  of  nature, 
mdale  had  been  a  stable  property  insurer  for  48  years, 
bday  at  Allendale,  we  continue  to  shape  the  history  of 
control  with  engineering,  training,  research  and  test- 
responsiveness  and  fairness  in  the  way  we  do  business, 
"hroughout  the  years  we've  been  more  than  an  ordi- 


nary insurance  company.  Commitment  to  our  insureds 
goes  well  beyond  the  property  coverages  we  provide. 

After  a  century  and  a  half,  that  parf  of  our  philosophy 
is  not  about  to  change.  Allendale  Insurance,  P.O.  Box 
7500,  Johnston,  Rhode  Island  02919. 
Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 


The  Largest  Private  Companies  in  the  U.S. 


Rank 
this  last 
year  year 

Company/business 

sales 
(millions) 

Employees 

Chief  executive 

City,  state 

$21 

■ 

Marketing  Corp  of  America/mktg  services,  venture  capital 

S325 

lames  R  McManus 

Westport;  CT 

322 

■ 

Benjamin  Moore  &  Co/paint  and  vamish 

325e 

:  : 

M  Workmen 

Montvale,  NJ 

323 

225 

RB  Pamplin  Corp/textiles,  concrete,  asphalt 

325 

6,600 

RB  Pamphn 

Portland,  OR 

324 

304 

Randall  Stores/grocery  stores 

325 

2700 

Ron  Randall 

Mitchell,  SD 

325 

■ 

Rugby  Labs/genenc  drugs 

- 

2,000 

Michael  Ashlun 

Rockville  Center,  > 

326 

■ 

Sundt/residential  and  commercial  construction 

322 

2,000 

H  Wilson  Sundt 

Tucson,  AZ 

327 

248 

Boums/precision  instruments 

;: 

6,000 

Albert  R  Snider 

Riverside,  CA 

328 

■ 

Coulter  Electronics/precision  instruments 

320e 

Wallace  H  Coulter 

Hialeah  FL 

329 

■ 

PMC/specialty  chemicals 

320 

2,100 

Philip  Kamins 

Sun  Valley,  CA 

330 

305 

Ris  Paper/paper  distributing 

320 

575 

Thomas  Maiden 

Garden  City,  NY 

About  10,000  companies  are  public. 
About  7  million  aren't. 


331 

*T"ncf*Qti  In/liictTipc/Hai  rv  nrrwlliptc 
1  U^Ldil  1 11U  U3  li  1 C5 •  '-ldll  >  ^HUtJUt.li 

320e 

900 

T  nine  Q  1  amla 
1-U1113  3  \_dlUld 

T  Tn  i  t~\v\  ^JT 
UiliUU,  iri) 

332 

Ti  Cll  DIU3  vUllUU/ LULLUii  w  liuicadllllg 

320e 

100 

IdiliCa  -MC*-jllCC 

^^ontgomery,  AL 

333 

270 

IVl  11 K  C I  .TldlCridlS  LUIl^ICLC 

318 

2  300 

-•IdlMldll  L.  tvlUKC  I  Jl 

Wpcf  P^lm  Rparn  H 
i»cs[  rdllll  DCdCIl,  r 

Invecfnrc  Man^nomont/f  '^ilH^T*  (  'rtril  anH  nrnpr  rpctinnnlc 
111»CSIUI5  iilalldgCUlClil/ V-xUlUCU  V^UIdl  dllU  U'.llCl  I  CZJldUI  dills 

317 

14  000 

IdlllC?  II  .v4dv  LldJU 

IxdlClgll,  INV^ 

335 

283 

Avteri  Fibers/svnthetic  fibers  for  auto  and  textile  inds 

315e 

3,000 

John  N  Gregg 

Valley  Forge,  PA 

336 

274 

ER  Carpenter/plastic  foams 

315 

4,500 

Stanley  F  Pauley 

Richmond,  VA 

33? 

297 

Krasdale  Foods/food  distributing 

315 

525 

Charles  A  Krasne 

Bronx  NY 

338 

338 

McClatchy  Newspapers/newspapers,  broadcasting 

31? 

;  ;  . " 

Charles  K  McClatchy 

Sacramento,  CA 

339 

206 

Moorman  Mfg/livestock  and  poultry  feeds 

315e 

4,000 

RA  Liebig 

Quincy,  IL 

340 

■ 

Brown  Brothers  Harriman/commercial  and  invest  banking 

310e 

1,300 

Terrence  M  Farley 

New  York  NY 

341 

231 

Summa/hotels  and  casinos 

310e 

6,100 

William  R  Lumas 

Lj>  '<iZ±i  NV 

342 

265 

Jerse>Tnaid  Milk  Products/dairy  products 

308 

550 

Benjamin  Harnngton 

Los  Angeles  CA 

343 

312 

•California  Home  Brands/food  processing 

305e 

2,800 

Robert  A  Davies  III 

Terminal  Island,  Cfi 

344 

250 

Copley  Newspapers/newspapers 

305 

3,400 

Helen  K  Copley 

La  Jolla,  CA 

345 

339 

LL  Bean/outdoor  sporting  goods  retailing 

304 

.  n . 

Leon  A  Gorman 

Freeport,  ME 

346 

317 

Dillard  Paper/wholesaling  of  paper  and  plastic  prods 

:  : 

lohn  H  Dillard 

Greensboro,  NC 

347 

234 

•Albany  Intl/equip  for  papermaking  machinery 

300 

5,000 

Frank  L  McKone 

.Albany,  NY 

348 

281 

American  Cast  Iron  Pipe/steel  pipe,  valves 

300 

2,600 

Paul  Green 

Birmmgham,  AL 

349 

■ 

BE&K/industrial  engineering  and  construction 

:- 

685 

TC  Kennedy 

Birmingham,  AL 

350 

284 

Boyd  Group/hotels  &  casinos 

6,500 

William  S  Boyd 

Las  Vegas,  NV 

351 

288 

Day  &  Zimmermann/engineering,  consulting 

300 

10,000 

Harold  L  Yoh  Jr 

Philadelphia,  PA 

352 

273 

Fiesta  Mart/grocery  stores 

300 

2,500 

Donald  L  Bonham 

Houston,  TX 

353 

■ 

General  Automotive/bus  manufacturing  &.  refurbishing 

300 

:  ;:- 

"Cruse  W  Moss 

Ann  Arbor,  MI 

354 

349 

Gordon  Food  Service/food  distributing 

300 

8T5 

Paul  B  Gordon 

Grand  Rapids  MI 

355 

352 

Haworth/omce  furniture 

300 

: : 

GW  Haworth 

Holland  NO 

356 

295 

Roy  M  Huffington/oil  and  gas  m  Indonesia 

300 

3,200 

Roy  M  Huffington 

Houston,  TX 

357 

296 

ICC  Industries/chemicals 

300 

1,600 

John  Farber 

New  York  NY 

358 

380 

lnductotherm  Inds/industrial  equipment 

;:: 

4,000 

Henry  Rowan 

Rancocas,  NT 

359 

■ 

Inserra  Supermarkets/grocery  stores 

? 

2,000 

Lawrence  R  Inserra 

Mahwah,  NJ 

360 

■ 

Jockey  International/men's  underwear 

; :. " 

Donna  W  Steigerwaldt  Kenosha,  WI 

■  Not  on  last  year's  list    'Went  private  via  leveraged  buyout  within  last  six  years,  e 

estimate. 

1  1  A 


ie  Pitney  Bowes 
Ddular  Mailing  System 
ureases  your  mail  room  capacity 
onomically,  one  step  at  a  time. 

Our  6200  Modular  Mailing  System  can  save  you 
cost  and  aggravation  of  replacing  mailing  equipment  each 
ie  your  mailing  needs  change. 

Just  add  features  to  your  meter  whenever  it's  practical. 

That  way,  as  your  business  takes  off,  your  mail  room  expenses  won't. 

For  a  big  increase  in  mail  volume,  upgrade  to  ©  an  automatic  feeder.  For 
reased  package  volume,  you  have  the  option  of  ©  a  strip-tape  unit  or  a  roll-tape 
t.  For  accurate  weighing,  add  ®  an  electronic  scale  and  stand.  And  to  avoid 
is  to  the  post  office,  add  ©  our  exclusive  POSTAGEa&PWONE  ™  postage  meter. 

Call  1-800-MR.  BOWES,  ext.  227.  Or  write  to  Pitney  Bowes.  1702. Pacific  St., 
imford.CT  06926-0700. 


S  Pitney  Bowes 


The  Largest  Private  Companies  in  the  U.S. 


Rank 


this 
year 

last 
year 

Company/business 

Sales 
(millions) 

Employees 

Chief  executive 

City,  state 

361 

298 

Lamb  Technicon/automation  equip 

$300 

1,300 

Jonathan  P  Rye 

Warren,  Ml 

362 

■ 

Landmark  Communications/publishing,  broadcasting 

300 

4,000 

Richard  F  Barry 

Norfolk,  VA 

363 

■ 

Lykes  Brothers  Steamship/ocean  freight  transport 

300 

1,000 

WJ  Amoss  Jr 

New  Orleans,  LA 

364 

■ 

Philadelphia  Hide  Brokerage/grain  trading 

300 

100 

Michael  Halpert 

Philadelphia,  PA 

365 

303 

Pickens-Bond  Construction/commercial  construction 

300 

1,000 

G  Larry  Kelley 

Little  Rock,  AR 

366 

306 

Stowe  Mills/yarn 

300 

3,800 

JM  Carstarphen 

McAdenville,  NC 

367 

309 

Vitt  Media  International/media  buying  for  advertisers 

300 

117 

Roy  Muro 

New  York,  NY 

368 

■ 

•Wilson  Sporting  Goods/mfg  sporting  goods 

300 

4,500 

John  P  Murray  Jr 

River  Grove,  IL 

369 

■ 

Worldmark/building  materials 

300 

1,000 

Dean  Rhoads 

No  Palm  Beach,  FL, 

370 

■ 

Oliver  Carr  Co/real  estate  devel  and  mgt 

299 

400 

Oliver  Carr 

Washington,  DC 

371 

368 

HC  Prange/department,  discount  &  specialty  stores 

298 

5,500 

Henry  C  Prange 

Sheboygan,  WI 

372 

336 

Wawa/convenience  stores 

295 

1,000 

Richard  Wood  Jr 

Wawa,  PA 

373 

393 

Continental  Cablevision/cable  broadcasting 

295 

3,000 

Amos  B  Hostetter  Jr 

Boston,  MA 

374 

■ 

Haggar/men's  and  women's  apparel 

295e 

6,500 

|M  Haggar  |r 

Dallas,  TX 

375 

324 

•Spalding  &  Evenflo/sporting  goods,  baby  prods 

295 

2,800 

Donald  J  Byrnes 

Tampa,  FL 

376 

■ 

Associated  Materials/building  materials 

292 

2,100 

William  Winspear 

Dallas,  TX 

377 

302 

•Otasco/auto  parts  stores 

290 

3,250 

Jerry  L  Goodman 

Tulsa,  OK 

378 

345 

Exide/batteries 

290 

2,400 

Arthur  Hawkins 

Horsham,  PA 

379 

319 

Jupiter  Industries/transportation  svcs,  natl  gas,  and  const 

290e 

3,000 

Edward  Ross 

Chicago,  IL 

380 

331 

•Ti-Caro/textiles 

290 

5,100 

James  C  Fry 

Gastonia,  NC 

64  of  these  400  companies  are  owned  by 
individuals  or  families  appearing  on  this 
year's  FORBES  list  of  the  400  richest 
Americans. 


381 

■ 

Automanage/auto  dealerships 

290 

947 

Michael  L  Dever 

Cincinnati,  OH 

382 

328 

•Atalanta/importing  meats,  cheese  and  other  foods 

289 

200 

George  Gellert 

New  York,  NY 

383 

■ 

Guilford  Transportation/railroad  and  trucking 

289 

2,500 

David  Fink 

North  Billerica,  M/ 

384 

■ 

Western  Petroleum/petroleum  wholesaling 

289 

30 

James  W  Eminson 

Minneapolis,  MN 

385 

■ 

•Joyce  International/office  furniture  and  supplies 

286 

4,000 

David  Gardner 

Great  Neck,  NY 

386 

■ 

Donrey  Media  Group/publishing,  broadcasting 

285 

4,200 

Donald  W  Reynolds 

Fort  Smith,  AR 

387 

■ 

Humiston-Keeling/ drug  distributing 

285 

246 

Burton  H  Ohn 

Chicago,  IL 

388 

326 

Consumers  Markets/grocery  stores 

284 

2,000 

Clarence  Wheeler 

Springfield,  MO 

389 

■ 

Morris  Communications/newspapers,  computer  svcs 

284 

3,050 

William  S  Morris  III 

Augusta,  GA 

390 

323 

Rodgers  Co/general  contracting 

284 

1,200 

James  P  Bennett 

Nashville.  TX 

391 

320 

•American  Sterilizer/health  care  equipment 

280 

3,800 

HE  Fish 

Erie,  PA 

392 

■ 

Bright  Banks  Savings  Assoc/savings  &.  loan 

280 

3,000 

James  B  Reeder 

Dallas,  TX 

393 

334 

Calvin  Klein/apparel 

280e 

5,500 

•  Joel  Newman 

New  York,  NY 

394 

370 

lames  Ferrera  &  Sons/grocery  stores 

280 

900 

Harold  H  Ferrera 

Canton,  MA 

395 

■ 

Fletcher  Oil  &  Refining/petroleum  refining 

280 

145 

Bob  Fletcher 

Wilmington,  CA 

396 

a 

•Glosser  Brothers/discount  stores,  grocery  stores 

280 

3,200 

Alvin  M  Glosser 

Johnstown,  PA 

397 

316 

Dayton- Walther/auto  parts,  building  materials 

279 

2  915 

Daniel  Walther 

Dayton,  OH 

398 

262 

•American  Brass/copper 

2"s 

2,000 

J  Goodell 

Buffalo,  NY 

399 

■ 

Boh  Frink  Management/auto  dealerships 

276 

500 

Bob  Fnnk 

Sacramento,  CA 

400 

384 

Menasha/packaging,  plastics,  paper  products 

276 

2,300 

DC  Sheppard 

Neenah,  WI 

■  Not  on  last  year's  list    *Went  private  via  leveraged  buyout  within  last  six  years. 

e:  estimate. 
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i  exquisite  choice  for  buyers  of 

e  most  efficient  business  jet  in  the  world. 


lore  Room,  More  Options, 
|  Larger  Cabin  or  Longer  Range 


I  me  Mission 


Range  (sm) 
(6  Passengers) 


Maximum  Seating 
Capacity 


Custom  Completion 


Custom  Completion 
Options 


hximum  Range 


3350 
(coast-to-coast: 
100  kt  headwinds) 


up  to  8  Entry  way  holds  maximum 

baggage — all  accessible 
in-flight. 


iximum  Cabin 


2930 
(coast-to-coast: 
average  winds) 


up  to  10  Expands  useful  cabin  to 

allow  "club  fours."  Includes 
pannier  with  28  cu  ft  of 
exterior  baggage  storage. 


luximum  Baggage 
•Range 


3350/2930 
(coast-to-coast: 
(100  kt  headwinds/ 
average  winds) 


up  to  8  Standard  front,  rear, 

luggage  storage/pannier 
baggage. 


Two  New  Auxiliary 
Power  Units 


Three  EFIS  Systems 


Four  Baggage 
Arrangements 


One  Extraordinary  Aircraft;  Three  Typical  Configurations 


tart  with  the  world's  most 
;ient  combination  of  business 
airframe,  engine  and  cabin: 
BAe  800.  Select  the  range, 
cabin  configuration  that 
t  suits  your  company's  travel 
Ids.  Now  choose  from  six 
apendent  completion  centers, 
ach  of  these  completion 
ters  brings  its  own  pro- 
■tery  designs  to  your  cabin 


and  avionic  requirements. 

Select  the  larger  cabin  with 
pannier  baggage  compartment, 
or  opt  for  long-range  fuel. 
Choose  one  of  three  approved 
EFIS  instrument  displays. 
Specify  all-digital  avionics. 
Order  thrust  reversers.  The 
choice  is  yours. 

But  let  us  help.  For  full 
details,  call  your  nearest  BAe 


regional  office.  Or  write  Kenneth 
C.  Spinney,  Vice  President 
Marketing-Corporate,  British 
Aerospace,  Inc.,  P.O.  Box  17414, 
Washington  Dulles  International 
Airport,  Washington,  DC  20041. 

The  Most  Efficient  Business  Jet  in  the  World 


:roj 


up  where  we  belong 


BMTiSH  AEROSPACE  m 


ish  Aerospace,  Inc.  Offices  in  North  America:  Washington,  DC  •  703/478-9420  •  Wilmington,  DE  302/322-8000  •  New  York  516/981-8000 
Chicago  312/299-7000  •  Houston  713/644-8000  •  Los  Angeles  714/756-0146  •  Toronto  416/673-0800 


The  Largest  Private  Companies  in  the  U.S 


This  alphabetical  listing  shows  the  relative  sales  ranking  of 
the  400  largest  private  companies  in  the  U.S. 
The  numerical  ranking  begins  on  page  193. 
For  an  explanation  of  rules,  definitions  and  sources, 

see  box  on  page  192. 


Company 

Rank 

Company 

Rank 

Company 

Rank 

Aarque  Cos 

316 

Barton-Malow 

121 

Colonial  Oil  Industries 

277 

ACF  Industries 

276 

Bath  Iron  Works 

250 

Columbian  Enterprises 

301 

Advance  Publications 

27 

Battelle  Memorial  Institute 

204 

Cone  Mills 

129 

Albany  Intl 

347 

AI  Bayless  Markets 

246 

Connell  Rice  &  Sugar 

67 

Alberici 

269 

BE&K 

349 

Consumers  Markets 

388 

Fred  W  Albrecht  Grocery 

278 

LL  Bean 

345 

Continental  Cablevision 

373 

Allegheny  Ludlum 

126 

Beatrice 

4 

Continental  Grain  J 

Allied  Van  Lines 

180 

Bechtel  Group  8 

Coopers  &.  Lybrand 

5Q 

Almac's 

268 

Belk  Brothers 

40 

Copley  Newspapers 

344 

Amcena 

146 

Bigheart  Pipe  Line 

229 

Coulter  Electronics 

328 

Amerco 

106 

Blaw  Knox 

247 

Country  Companies  Group 

245 

American  Brass 

398 

Booz,  Allen  &.  Hamilton 

317 

Cox  Enterprises 

46 

American  Cast  Iron  Pipe 

348 

Boums 

327 

Crowley  Mantime 

151 

American  Financial 

22 

Boyd  Group 

350 

Cumberland  Farms 

73 

American  Seaway  Foods 

279 

Boy's  Market 

175 

Dan  River 

251 

American  Sterilizer 

391 

Brenlin  Group 

219 

D'Arcy,  Masius,  Benton  &  Bowles 

ili 

Amstar  Holdings 

53 

Bright  Banks  Savings  Assoc 

392 

Day  &.  Zimmermann 

351 

Amsted  Industries 

128 

Brookshire  Grocery 

205 

Dayton-Walther 

397 

Amway 

96 

Brown  Brothers  Harnman 

340 

Edward  J  DeBartolo 

206 

Andersen  Corp 

181 

Budget  Rent  a  Car 

311 

Delaware  North 

98 

Arthur  Andersen  &  Co 

39 

Builder  Marts  of  America 

169 

Deloitte  Haskins  &  Sells 

-' 

Andersons 

165 

HE  Butt  Grocery 

32 

Demoulas  Super  Markets 

92 

Anschutz 

71 

C&.S  Wholesale  Grocery 

270 

Denny's 

51 

CR  Anthony 

241 

California  Home  Brands 

343 

Dillard  Paper 

346 

Apex  Oil 

5 

Calvin  Klein 

393 

Dillingham 

41 

ARA  Services 

14 

Cardinal  Industries 

191 

Domimck's  Finer  Foods 

3  7 

Areata 

149 

Cargill 

1 

Domino's  Pizza 

182 

Asplundh  Tree  Expert 

264 

Carlson  Cos 

17 

Donrey  Media  Group  386 

Associated  Materials 

376 

Carnival  Cruiseline 

285 

Drexel  Bumham  Lambert 

23 

Associated  Metals  &  Minerals 

150 

ER  Carpenter 

336 

Louis  Dreyfus                                      1 1 

Atalanta 

382 

Oliver  Carr  Co 

370 

Drummond 

143 

Atlantic  Refining  &  Marketing 

97 

Central  Newspapers 

263 

Dubuque  Packmg 

144 

Austin  Industries 

249 

Chemcentral 

230 

Duchossois  Enterprises 

1T7 

Automanage 

381 

Chilewich  Sons 

72 

Dunavant  Enterprises 

"4 

Avis 

87 

Clark  Construction  Group 

127 

E-Z  Serve 

125 

Avondale  Industries 

66 

Club  Corp  of  America 

265 

Early  &.  Daniel  Industries 

217 

Avtex  Fibers 

335 

Coca-Cola  Bottling  Co  of  NY 

176 

Jack  Eckerd 

21 

Bartlett  Agri  Enterprises 

228 

Cole  National 

107 

Edgcomb 

152 

Wouldn't  you  like  to  put  your  money  where  many 
financial  professionals  put  theirs? 

You  can. 

The  professionals  come  to  us.  For  personal  needs. 
Anything  from  life  insurance... IRA's... mutual  funds 
to  much,  much  more. 

They  trust  us  with  their  business  needs,  too.  One 
example:  More  companies  come  to  us  for  their  pension 
plan  needs  than  to  anyone  else. 
And  have,  for  25  years. 

Maybe  you  knew  us  as  The  Bankers  Life?  Now  we're 
The  Principal  Financial  Group?M 
A  new  identity.  To  help  explain  our  growth.  Our  diversi- 
fication. For  over  a  century. 

But  we're  still  the  same  people  financial  professionals 
trust.  When  it's  time  for  them  to  invest  their  own  money. 
Remember  this  when  you're  shopping  for  financial 
services: 

The  more  things  change, 

the  more  you  can  depend  on  us? 


The  Principal  Financial  Group, 

71 1  High  Street,  Des  Moines,  Iowa  50309. 


The  Largest  Private  Companies  in  the  U.S 


Company 

Rank 

Company 

Rank 

Company 

Rani 

Eighty  Four  Lumber 

148 

Guardian  Inds 

178 

K&.B 

29 

Encyclopaedia  Bntannica 

300 

Guilford  Transportation 

383 

Kane-Miller 

21 

Ernst  &  Whinney 

64 

Gulf  States  Toyota 

118 

Ben  E  Keith 

271 

Esprit  de  Corp 

99 

H  Group  Holdings 

30 

Peter  Kiewit  Sons 

Estee  Lauder 

57 

Haggar 

374 

Koch  Inds 

Exide 

378 

Hale-Halsell 

308 

Kohler 

201 

Fareway  Stores 

318 

Hallmark  Cards 

35 

Koll 

18 

Farley  Industries 

28 

Harbour  Group  Ltd 

309 

Krasdale  Foods 

31 

Ferrera  &  Sons 

394 

Harte-Hanks  Communications 

174 

Kuscan 

32 

Ferrell  Companies 

302 

Hartz  Mountain 

153 

Lamb  Technicon 

36 

Fidelity  Investments 

222 

Haworth 

355 

Landmark  Communications 

3d 

Fiesta  Mart 

352 

HBE 

310 

LeFrak  Organization 

Finevest  Services 

75 

HCB  Contractors 

189 

Lennox  International                           1 1 

First  American  Bankshares 

173 

Health-tex 

287 

Levi  Strauss  Assoc  2 

First  Brands 

91 

Hearst  Publications 

43 

Alfred  M  Lewis  14 

First  National  Supermarkets 

42 

Helmsley-Spear 

76 

Lincoln  Property 

2 

First  Petroleum 

34 

Hillman  Co 

288 

Lykes  Brothers 

16 

First  Texas  Financial  of  Delaware 

108 

Holman  Enterprises 

160 

Lykes  Brothers  Steamship 

)| 

Fletcher  Oil  &  Refining 

395 

Home  Interiors  &  Gifts 

266 

MacAndrews  &  Forbes  Holdings 

17 

Flying  J 

239 

Horsehead  Industries 

114 

RH  Macy  1 

Foodmaker 

166 

Houdaille  Industries 

253 

MagneTek 

17 

Formica 

307 

IM  Huber 

199 

Malone  &  Hyde  1 

Frank  Consol  Enterprises 

68 

Roy  M  Huffington 

356 

Maritz 

16 

Freedom  Newspapers 

319 

Hughes  Markets 

280 

Marketing  Corp  of  America 

32 

Bob  Frink  Management 

399 

Humiston-Keeling 

387 

Marley 

22 

Friona 

252 

Hunt  Corp 

89 

Marmon  Group  1 

Furrs 

58 

Hy-Vee  Food  Stores 

^4 

Mars 

E&J  Gallo  Winery 

113 

Hyplains  Dressed  Beef 

272 

Martin  Exploration  Management 

28 

Gates 

111 

Hyster 

208 

McCarthy 

10 

Gateway  Foods 

59 

ICC  Industries 

357 

McClatchy  Newspapers 

33 

General  Automotive 

353 

Inductotherm  Inds 

358 

McDevitt  &  Street  11 

General  Felt  Industries 

29 

Ingles  Markets 

190 

McKinsey  &  Co 

29 

Giant  Eagle 

47 

Ingram  Inds  88 

McLane 

5 

Gilbane  Building 

62 

Inland  Real  Estate 

216 

McLouth  Steel  Products 

21 

Gillett  Group 

130 

Inserra  Supermarkets 

359 

McWane 

26 

Glosser  Brothers 

396 

Investors  Management 

334 

Media  News  Group 

29 

GNB 

306 

Irvine  Co 

192 

Meijer  6 

Golden  State  Foods 

110 

J&.L  Specialty  Products 

289 

Mellon  Stuart  Holding 

16 

Goldman,  Sachs  &  Co 

13 

Jerseymaid  Milk  Products 

342 

Menasha 

401 

Golub 

123 

Jockey  International 

360 

Merchants  Distributors 

23 

Gordon  Food  Service 

354 

Johnson  &  Higgins 

194 

Metallurg 

15. 

Granite  Construction 

286 

A  Johnson  &  Co 

120 

Microdot 

25. 

Graybar  Electric 

38 

SC  Johnson  &  Son 

31 

Midland-Ross                                     1 1' 

B  Green  &.  Co 

201 

Journal 

305 

Milliken  &  Co 

2. 

Greenwood  Mills 

271 

Joyce  International 

385 

Minyard  Food  Stores 

25. 

Grocers  Supply  Co 

207 

JRH 

290 

Benjamin  Moore  &  Co 

32 

SI  Groves  &  Sons 

231 

Jupiter  Industries 

379 

Moorman  Mfg 

33' 

GSC  Enterprises 

220 

Morns  Communications 

38' 

fedak  introduces 
i  feature  never  before 
ivailable  on  a  high-speed 
A&lk-up  copier. 

Simplicity 


The  new  Kodak  Ektaprint  235  copier-duplicator.  It  turns 
out  copies  at  the  rate  of  85  a  minute,  5100  an  hour.  And  it 
saves  you  more  time  by  doing  complicated  jobs  like  chapter- 
ization,  slip-sheeting,  cover  insertion  and  even  two-sided 
copies  from  one-  and  two-sided  originals,  automatically. 
But  that's  only  part  of  the  story. 

You'll  also  find  the  235  easy  to  use.  The  new,  user- 
friendly  control  panel  can  reduce  setup  time  dramatically. 
It's  all  part  of  the  Kodak  advantage:  leading  technology, 
proven  reliability  and  the  best  service  in  the  business. 
Reaffirmed  by  independent  surveys,  year  after  year.  For 
details,  send  the  coupon,  or  call  1 800  44KODAK 
(1800  445-6325),  Ext  611. 


^^^^ 


Leading  technology: 
the  Kodak  advantage 


astman  Kodak  Company,  1986 


Eastman  Kodak  Companv,  CP(->333 
Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  


Name. 
Title  _ 


Company- 
Address_ 
City  


State. 


ZIP_ 


Telephone  (  L 


The  Largest  Private  Companies  in  the  U.S. 


Company 

Rank 

f    , |  — r>     ,    .  |  i  v 

1    '  '  M  1  ,   .  1  U  \ 

Rank 

Company 

Hank 

281 

Ris  Paper 

330 

TrCaro 

380 

Mnvpr  Pi P If  in P 

284 

Rock  Island  Refining 

145 

Ticor  Insurance 

I47I 

N]*i*ih  Phi  1 1  i  ns/Cnnii 

224 

Roger  Williams  Food 

295 

Touche  Ross  Co 

83| 

National  Oypsum 

52 

Rodgers  Co 

390 

Towers,  Pernn,  Foster  is.  Crosby 

314| 

NES 

122 

Roseburg  Forest  Products 

235 

Trailways 

259 

Mnrth  Panfip  T  nmhcr 

1  >  V )  (  I  1  1    1  dLil  IV.  LiUIJlUVI 

209 

Rosenthal  Cos 

248 

Trammell  Crow 

78 1 

Northville  Industries 

293 

Rugby  Labs 

325 

Transammoma 

1 17| 

Oklahoma  Publishing 

210 

Sammons  Enterprises 

63 

Triad  America 

1561 

Oppenheimer  ^  Co 

163 

Schnuck  Markets 

115 

Triangle  Publications 

1 57] 

Otasco 

377 

Schottenstein 

242 

Trump  Organization 

79 

Pact  Industries 

26 

Schreiber  Foods 

95 

Tuscan  Industries 

331 

Palm  Beach 

244 

Schwan's  Sales  Enterprise 

213 

UIS 

236 1 

P 1  m  i  H  a 

211 

Schwegmann  Giant  Supermarkets 

225 

Union  Holdings 

80 

RR  Pimnlin  fnrn 

323 

SCI  Holdings 

158 

United  Coal 

296] 

Pantry 

294 

Science  Applications  International 

186 

United  Parcel  Service 

6 

187 

SCOA  Industries 

56 

United  Van  Lines 

168| 

Parsons  \Vhittemore 

257 

Scoular 

132 

US  Plywood 

85l 

Parsons  Corp 

109 

Scnpps-Howard 

90 

USA  Petroleum 

297I 

Peat  Marwick  Mitchell  Co 

36 

Seven-Up 

136 

Valleydale  Packers 

8l| 

CL  Peck  Contractor 

262 

(R  Simplot 

60 

Vanguard  Energy 

282| 

Penske 

258 

Simpson  Timber 

116 

Vantage  Cos 

S4 

Perdue  Farms 

93 

Smith  Barney,  Harris  Upham  &.  Co 

105 

Vista  Chemical 

1951 

Phelps 

212 

Snyder  General 

196 

Vitt  Media  International 

567' 

Philadelphia  Hide  Brokerage 

364 

Southern  Farm  Bureau  Casualty  Ins  Co  261 

Walbridge,  Aldinger 

2371 

Pickens-Bond  Construction 

365 

Southwire 

179 

Walton  Monroe 

3041 

PIE*  Nationwide 

135 

Spalding  &  Evenflo 

J75 

Warnaco 

1 59 

Piggly  Wiggly  Southern 

164 

AG  Spanos  Cos 

200 

Warren  Equities 

137' 

Pilgrim  Pride 

233 

Sprague  Resources 

274 

George  E  Warren  18 

PMC 

329 

Steelcase 

49 

Wawa 

3721 

Potamkin  Cadillac 

94 

Stephens 

134 

[ervis  B  Webb 

2981 

HC  Prange 

371 

Stcuart  Investment 

155 

Wegmans  Food  Markets 

103i 

Price  W^aterhouse 

141 

Stevedoring  Group  of  Am 

44 

Weil  Bros  Cotton 

332 

Pride  Retming 

234 

Stowe  Mills 

366 

Weirton  Steel 

65 

PrOVlflPTlPP  Inn  rn  1 1 
i                          I*  'i_iiiii.il 

240 

Stroh  Brewery 

45 

Western  Auto 

133 

Puhhx  Supermarkets 

15 

Summa 

341 

Western  Petroleum 

384i 

Oi  n  rWtri  n 

275 

Sundt 

326 

Westfield  Cos 

22L 

Rsrpfnr  Pp  tri  i  1  pi  i  m 

l\ilV.t  Hill.    1  t  11  Ult  li  111 

197 

Superior's  Brand  Meats 

214 

Wheaton  Inds 

243 

101 

Sweet  Life  Foods 

■O 

Wilbur-Ellis 

238, 

RiinHnll      r trt*« 

1  ■    1..    'ill!      u  i  '|  [  i 

324 

Swift  Independent  Holdings 

12 

Wilson  Sporting  Goods 

368' 

Randall's  Food  Markets 

139 

Swinerton  &  VValberg 

226 

World  Carpets 

260 

IVdUlU      \.l        1  ,i  ,1.1 

33 

Sybron 

:  - 

Worldmark  Corp 

369 

Raymond  Intl 

198 

Tang  Industries 

?15 

Worldwide  Volkswagen 

140 

Readers  Digest  Association 

48 

Tauber  Oil 

86 

WWF  Paper 

215 

Red  Owl  Holdings 

102 

Taubman  Co 

313 

Wyatt 

104 

Renfield 

172 

Taubman  Investment 

203 

Young  ik  Rubicam 

184 

Republic  Health 

183 

3  Beall  Brothers  3 

303 

Arthur  Young 

61 

Rich  Products 

138 

Thrifty  Oil 

124 

Youngs  Market 

227 

RinJker  Materials 

333 

HB  Zachry 

193 

ADVERTISEMENT  1 


1986  Forbes  Fall  Annual 
Report  Advertising  Section 

A  selection  of  investment  opportunities  of  interest  to 
FORBES  readers.  Send  for  the  FREE  ANNUAL  REPORTS 
available  from  the  companies  featured  in  this  special 
section. 

If  you're  in  the  market  for  investment  opportunities, 
start  with  FORBES'  Annual  Report  Section.  Through  this 
special  service,  you  can  receive  the  annual  reports  from 
each  of  the  companies  listed  on  the  following  pages.  This 
section  provides  a  fast  and  easy  way  for  FORBES'  readers  to 
receive  potentially  profitable  information — FREE  and 


without  obligation. 

lb  obtain  any  of  the  annual  reports  in  this  section,  circle  the  numbers  of  those  companies 
:  t  interest  you  on  the  postpaid  reply  cards  provided.  Your  requests  will  be  processed  by 
RBES  and  forwarded  directly  to  the  companies,  which  will  send  you  their  reports.  Please 
pw  a  few  weeks  time  for  processing. 


^EGON 


AEGON  Insurance  Group 


;gon 

lis  act 
lopment. 


AEGON  is  the  second  largest  insurance 
company  in  The  Netherlands  and  one  of 
the  largest  in  Europe.  In  1985  revenues 
amounted  to  Dfl.8.68  billion  (US$3.13  bil- 
lion ) ;  47%  from  international  operations — 
a  major  proportion  of  that  came  from  its 
American  subsidiaries.  Net  income  rose 
by  16.5%  to  Dfl.308  million  (US$111 
million). 

A  highlight  of  the  year  was  the  successful 
Dfl.219  million  (US$79  million)  share  issue 
on  NASDAQ. 

is  a  major  force  in  Life  Insurance,  Accident  and  Health, 
ive  in  General  Insurance,  Investment  and  Property 


Anixter  Bros.,  Inc. 

Anixter  Bros.,  Inc.  is  a  supply  specialist 
for  the  telecommunications,  data  com- 
munications and  cable  TV  industries.  In 
addition,  it  operates  an  international  net- 
work of  wire  and  cable  service  centers  and 
provides  a  complete  materials  management 
service. 


Amgen 


Amgen  is  a  major  biotechnology  company 
which  is  pioneering  the  development  of 
novel  and  innovative  products  based  on 
advances  in  recombinant  DNA  and  mo- 
lecular biology  for  the  human  health  care, 
animal  health  care  and  specialty  chemical 
markets.  Amgen's  revenues  for  FY  1986 
were  $23.4  million,  an  increase  of  130% 
from  the  prior  year's  revenues  of  $10.1  mil- 
lion. (OTC:  AMGN) 


Bay  Financial 
Corporation 


Through  its  subsidiaries,  Bay  Colony 
Property  Company  and  Bay  Colony  De- 
velopment Company,  Bay  Financial  (NYSE) 
develops,  owns  and  operates  income-pro- 
ducing commercial  real  estate  in  selected 
markets  nationwide.  Bay  has  approximately 
$290  million  in  assets  and  over  $151  million 
in  stockholders'  equity  on  a  fair  market 
basis.  Over  the  last  five  years,  including 
fiscal  1986,  fair  market  value  has  increased 
at  a  compound  annual  rate  of  21.2%. 
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Bearings,  Inc. 

The  nation's  largest  distributor  of  bearings 
and  power  transmission  products  for  re- 
placement applications  in  a  broad  range 
of  industries,  Bearings,  Inc.  (NYSE)  is  the 
leader  in  an  industry  forecasted  to  grow 
at  a  substantially  faster  pace  than  the  rest 
of  the  economy  for  the  remainder  of  the 
decade. 


CIS  Technologies,  Inc 

CIS  is  considered  the  leader  in  the  n 
developing  electronic  claims  proci 
business  for  the  United  States  healt) 
industry.  CIS  edits,  polls,  and  pr 
health  insurance  claims  for  provide! 
tients,  and  employers  and  forwards  c 
electronically  to  insurance  carriers, 
currently  trading  on  the  Vancouver 
Exchange  (symbol  CIH.V),  and  it  is 
ing  for  listing  on  NASDAQ.  Comae 
tin  Keating,  6846  South  Canton, 
Oklahoma  74136,  |918|  496-2451. 


Britton  Lee,  Inc. 

Incorporated  in  1978,  Britton  Lee,  Inc.  de- 
signs, develops  and  markets  high-perfor- 
mance relational  database  systems 
optimized  for  the  processing  of  data.  Brit- 
ton Lee  has  shipped  more  than  550  data- 
base systems  to  more  than  150  major 
corporations  and  government  agencies  on 
four  continents.  The  Company  is  a  full 
systems  vendor,  supplying  hardware,  soft- 
ware, consultation  and  support  services  to 
its  customers. 


THK 
EMERGING 
FINANCIAL  t<- 
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Coach  Investments,  Ir 

Coach  Investments,  Inc.  is  the  par 
International  Stamp  Exchange  Coq 
world's  first  electronic  medium  for  t; 
rare  stamps. 

The  Exchange  utilizes  its  PC-acce 
database  together  with  a  wide  vari 
marketing  channels  to  create  new  liq 
for  stamps  as  financial  assets. 

Conduct  of  trades  with  technolog 
stock  market  systems  offers  opportu 
to  reach  over  50,000,000  stamp  inv 
and  collectors  worldwide. 
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CAM-NET 
Communications 
Network  Inc. 

CAM-NET  is  Canada's  first  discount  al- 
ternate long  distance  telephone  service. 

CAM-NET,  over  the  past  three  years, 
through  aggressive  marketing  campaigns 
and  acquisitions,  has  expanded  its  cus- 
tomer base  and  services.  CAM-NET  now 
offers  services  to  the  $160  million  inter- 
national market  for  calls  from  British  Co- 
lumbia to  the  U.S.  and  over  100  other 
countries.  With  CAM-NET's  expansion  into  Eastern  Canada  imminent, 
and  its  aggressive  lobbying  for  further  deregulation,  this  dynamic 
corporation  is  at  the  forefront,  ready  to  penetrate  the  multi- 
billion  dollar  intra  Canadian  telecommunications  market.  7 


Dycom  Industries,  Inc 

(NASDAQ:  "DYCO")  a  telecommi 
tions  and  utility  services  company  s» 
the  industry  in  over  one-third  of  the  L 
States,  produced  an  increase  of  oven 
in  sales  and  75%  in  earnings  for  thi 
ended  7/31/86— $1,926,916  or  $.57  pen 
on  revenues  of  $45,820,628.  Services 
from  engineering  to  installation.  We 
the  fast  growing  segment  of  this  ind 
with  customers  such  as  AT&T, 
SPRINT  and  MCI  as  well  as  many  rej 
telephone  companies. 


CHYRON  CORPORATION 

Chyron  (NYSE-CHY)  is  the  leading  man- 
ufacturer of  high-performance  digital 
electronic  graphics,  titling,  special  effects 
and  computer-assisted  video  editing 
equipment  for  the  broadcast,  cable,  video 
production  and  display  industries.  In  ten 
years,  sales  increased  at  a  compounded 
growth  rate  of  26%;  R&.D  expenditures 
averaged  11%  of  sales;  annual  return  on 
equity  averaged  16%.  Fiscal  1986  record 
revenues  were  $35.6  million. 


Forbes  Annual 
Report  Section 


Take  advantage  of  Fort 
Annual  Report  Advert] 
Sections,  appearing  rw 
year  (SPRING  AND  FAJ 
to  receive  important  ir 
ment  information  at  nc 
ligation.  Both  editions 
feature  convenient  pos 
paid  reader  service  cai 
which  enable  Forbes' 
ers  to  obtain  annual  re 
ports  on  companies  of 
their  choice  absolutely! 


ADVERTISEMENT  3 


Echlin  Inc. 

The  market  for  motor  vehicle  replacement 
parts  is  dynamic,  and  stronger  companies 
like  Echlin  produce  consistent,  steady 
growth. 

With  its  wide  scope  of  products,  its  par- 
ticipation in  virtually  every  channel  of 
distribution,  and  its  strengthening  man- 
ufacturing base,  Echlin  should  continue 
to  grow  faster  than  the  market. 

Read  how  Echlin  has  achieved  and  ex- 
pects to  continue  to  achieve  its  objective 
of  minimum  annual  growth  of  15  percent. 
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GLENFED,  Inc. 


GLENFED,  Inc.  is  a  diversified  financial 
and  real  estate  services  corporation.  It  is 
the  parent  of  Glendale  Federal  Savings  and 
Loan,  the  nation's  fifth  largest  savings  and 
loan,  with  179  offices  in  California  and 
Florida.  Glendale  Federal  also  operates 
subsidiaries  in  nine  states  engaged  in 
commercial  lending,  mortgage  banking, 
title  and  general  insurance  agency  activi- 
ties, real  estate  investment  and  develop- 
ment, discount  securities  brokerage,  and 
real  estate  brokerage  franchising. 
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Electromagnetic 
Sciences,  Inc. 

Electromagnetic  Sciences  designs  and  pro- 
duces microwave  components,  microwave 
subsystems,  and  radio-linked  data  com- 
munications equipment.  Sales  have  in- 
creased at  a  compound  annual  rate  of  39% 
since  1981.  Earnings  of  $.90  per  share  in 
1985  represented  a  19.5%  return  on  stock- 
holders' equity.  The  Company's  common 
stock  is  traded  in  the  national,  over-the- 
counter  market  (NASDAQ  symbol  of 
ELMG). 
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Grandview  Resources 
Inc. 

Grandview  Resources  is  the  company  re- 
sponsible for  the  renaissance  of  California's 
legendary  Carson  Hill  Gold  Mine.  Gold  is 
being  poured  this  fall — the  beginning  of 
an  estimated  annual  yield  of  60,000-80,000 
ounces.  Drilling  indicates  an  ore  body  of 
16.2  million  tons,  grading  an  average  of 
.046  ounces  of  gold  per  ton.  Production 
costs  at  the  open  pit,  heap  leach  operation 
are  low:  $208  U.S.  per  ounce.  Grandview 
Resources  has  100  percent  ownership  of 
the  1100-acre,  89-claim  Carson  Hill  property.  Shares  are  traded  in 
Canada  on  the  Vancouver  Stock  Exchange  (trading  symbol 
"GND")  and  in  the  U.S.  through  NASDAQ  ("GNDWF").  \~J 


Grandview 
Resources  Inc. 

19  8  6  Annual  Review 


Energen  Corporation 

Energen  Corporation  is  more  than  a  natural 
gas  utility.  It's  a  growth-oriented  holding 
company  involved  in  natural  gas  distri- 
bution and  transmission,  oil  and  gas  pro- 
duction, specialized  drilling,  and  high- 
temperature  combustion  technology. 
Energen  has  a  solid  utility  base  and  a  com- 
petitive dividend  which  complement  its 
diversification  and  growth  strategies.  Total 
return  to  shareholders  has  averaged  24% 
each  year  for  the  last  five  years. 
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Granges  Exploration  Ltd. 

Granges  manages  over  60  mineral  explo- 
ration projects  which  encompass  1,000,000 
acres  in  Canada  and  the  United  States. 
The  company  holds  a  19.8%  interest  in  a 
base/precious  metal  mine  in  central  Can- 
ada and  is  placing  two  gold  mines  into 
production  in  1987.  A  U.S.  $30,000,000 
7Vi%  Eurobond  issue  due  2001  was  sold 
to  institutional  investors  in  May,  1986. 
(AMEX,  TSE,  LONDON— RULE  535;  GXL) 
(LUXEMBOURG — EUROBONDS) 
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General  Instrument 
Corporation 


General  Instrument  (NYSE:GRLj  is  the 
industry  leader  in  CATV  electronics  and 
wagering  systems,  and  specializes  in 
semiconductors  and  other  electronic  com- 
ponents. The  Company's  primary  strategies 
are  directed  toward  communications 
systems. 

The  recently  acquired  Cable/Home 
Communications  business  expands  GRL's 
position  as  the  premier  supplier  to  the 
CATV  and  satellite  industries  by  adding 
il  cable  products  and  the  fast-growing  VideoCipher*  satellite 
scrambling  technology. 

IE 


Grow  Group,  Inc. 


Grow  Group,  Inc.,  a  leading  producer  of 
specialty  chemical  coatings,  paints  and 
private  label  household  products,  reported 
record  earnings  for  fiscal  1986  of  $10  million 
from  continuing  operations  on  revenues 
of  $366  million,  primarily  due  to  the  Feb- 
ruary acquisition  of  Perrigo  Company,  the 
largest  U.S.  producer  of  private  label  OTC 
pharmaceuticals,  health  and  beauty  aids. 
After  year  end,  Grow  acquired  the  Aqua 
Chem  line  of  pool  chemicals  and  certain 
household  products  from  a  division  of 
Georgia-Pacific.  This  year  Grow  paid  its  89th  consecutive  quarterly 
cash  dividend,  and  its  20th  stock  dividend  since  1965. 
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Loctite  Corporation 


Loctite  Corporation  is  a  worldwide,  market- 
driven  specialty  chemical  company.  Loctite 
ranks  among  the  world  s  leading  suppliers 
of  proprietary,  high-performance  adhesives, 
sealants,  coatings  and  other  specialized 
brand-name  chemicals.  Pnncipal  markets 
include  industrial  and  electronics  manu- 
facturing and  repair,  specialized  medical 
products,  professional  automotive  main- 
tenance, and  the  home  and  automotive  do- 
it-yourself  field.  Products  include  thread- 
locking  sealants,  structural  adhesives,  in- 
stant adhesives,  gasketuig  compounds,  auto  body  repair  materials, 
rust  treatments,  solvents,  fast-curing  coatings,  and  many  other  specialty 
chemicals. 
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Lomas  &  Nettleton 
Financial  Company 

Lomas  &.  Nettleton  is  the  nation's  premier 
mortgage  banking  company.  With  a  serv- 
icing portfolio  of  more  than  S20  billion. 
And  with  an  interest  in  every  aspect  of 
American  life.  L&N  is  involved  in  neigh- 
borhoods across  the  country.  Office  build- 
ings, retail  centers,  and  warehouses.  In 
schools  and  on  playgrounds.  In  distribution 
centers.  And  m  all  the  places  where  Amer- 
icans live,  work,  shop,  play,  and  grow. 


MASCO  INDUSTRIES 


"A  Competitive  Edge" 

Our  proven  strategies  for, 
unmatched  advanced  metj 
ing  technologies  and  prod 
value  provide  Masco  Ind 
with... A  Competitive  Edg 

Masco  Industries  manuf 
custom-engineered  comp 
and  other  specialty  produ 
Industry. 

Send  for  our  1985  AnnuaL 
to  learn  why  we  believe 
Industries  is  positioned  to  j 
its  objective  of  increasing  es 
per  share,  on  average,  at  le 
to  25  percent  annually  oi 
next  five  years. 
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MASCO  CORPORATION 


"Great  Products  For  America's 
Great  Homes" 

MASCO  CORPORATION^ 
UNIQUE  GROWTH  COMPANY 
with  leadership  market  positions, 
has  reported  29  CONSECUTIVE 
YEARS  OF  EARNINGS 
INCREASES. 

Masco  manufactures  faucets  and 
other  building-related  products  and 
other  specialty  products  for  the 
home  and  family. 

Send  for  our  1985  Annual  Report 
to  learn  why,  we  believe,  Masco 's 
earnings  will  continue  to  grow  at 
an  average  annual  rate  of  15  to  20 

percent  annually  over  the  next  five  years,  with  our  sales  in  1990 

approaching  or  exceeding  S3  billion. 


Michelin  Tire 
Corporation 

Michelin  Tire  Corporation,  the  coi 
that  put  America  on  radials,  is  part 
world's  second  largest  tire  compai 
Michelin  Group.  Founded  as  a  p 
company  in  1950,  the  Michelin  Tix 
poration's  investment  in  North  Ai 
now  tops  SI. 5  billion.  The  Micheli 
porate  Brochure  outlines  the  scope 
company's  North  American  operatio 
organization,  its  corporate  histc* 
major  products  and  services. 


NORD  Resources  Cor 


,  ....      '  ' 


Nord  Resources  Corporation  recoi 
70%  increase  in  its  net  earnings  f 
second  quarter  ended  June  30,  1986 
52%  increase  for  the  six  months 
lune  30,  1986  for  its  industrial  m 
operations.  Earnings  per  share,  as  ad 
for  the  recent  3  for  2  stock  split,  ina 
to  S.80  per  share  for  the  six  months 
lune  30,  1986  as  compared  to  S.65  f 
six  months  ended  June  30,  1985. 

Nord's  dynamic  growth  m  its  pra 
titanium  dioxide  ia  constituent  in* 
pigment'  and  paper  coating  clay  operation  is  enhanced  by  srr 
mineral  and  gold  properties  and  a  new  domestic  industrial  m 
acquisition,  "perlite".  a  bulk  filter  for  the  food  and  beverage 
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1986 


How  are 
I  jndred  and  forty  million 
K  h  Americans  touched 
by  Omnibus 
every  week? 


Omnibus  Computer 
Graphics  Inc. 

Founded  five  years  ago,  Omnibus  Com- 
puter Graphics  Inc.  (Toronto  symbol  OMI), 
has  become  the  largest  computer  graphics 
company  in  the  world,  providing  simulated 
visual  images  to  the  advertising,  television 
and  film  industries.  Omnibus  serves  a 
broad  client  base  from  satellite  linked  fa- 
cilities in  Los  Angeles,  New  York  and  To- 
ronto. Omnibus  licenses  its  software  to 
production  houses  in  Japan,  Australia  and 
England. 
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Patten  Corporation 

Patten  Corporation  has  achieved  compound 
annual  growth  rates  over  the  past  five  years 
of  86%  in  revenues  and  1 14%  in  net  income. 


Patten  Corporation 


Sales 

(mills) 

Net  Income 

EPS 

1986 

34,957 

3,951 

1.40 

1985 

19,194 

852 

.47 

1984 

11,479 

475 

.26 

1983 

4,426 

386 

.21 

1982 

2,906 

188 

.10 

Patten  Corporation  is  the  largest  retail  marketer  of  undeveloped  rural 
properties  to  residents  of  eastern  metropolitan  areas. 
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Overseas  Shipholding 
Group,  Inc. 

OSG  is  engaged  in  the  ocean  transportation 
of  liquid  and  dry  bulk  commodities  such 
as  oil,  coal,  iron  ore  and  grain  in  both  the 
U.S.  and  worldwide  markets.  Among  the 
largest  bulk  shipping  companies  in  the 
world,  OSG  owns  and  operates  a  fleet  of 
71  vessels,  aggregating  6.4  million  dead- 
weight tons.  The  Company's  strong  finan- 
cial condition,  reflecting  its  growth  record, 
and  prospects  for  the  various  bulk  shipping 
markets  are  detailed  in  its  1985  Annual 
Report.  (NYSE,  PSE:  OSG] 
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Quartz  Mountain  Gold 
Corp. 


49k 

f^^L^%  Quartz  Mountain  Gold  Corp.  is  aggres- 

sively developing  their  100%  owned  gold 
prospect  in  southern  Oregon.  The  Crone 
Hill/Quartz  Butte  property  is  an  epither- 
mal  deposit  similar  to  many  Nevada  mines. 
Previous  work  on  Crone  Hill  by  Anaconda 
Minerals  predicted  10  to  25  million  tons 
grading  0.04  ounces/ton  gold;  this  year's 
programs  are  substantiating  these  figures. 
Ore  grade  mineralization  has  also  been 
discovered  at  Quartz  Butte.  Other  targets 
on  the  8000-acre  property  remain  to  be  explored.  Overall  geologic 
reserves  may  be  over  100  million  tons.  Shares  trade  on  the 
Vancouver  Stock  Exchange  (QZM.V).  31 


Pandick,  Inc. 


Pandick,  Inc.  is  the  largest  financial  printer 
in  the  world,  with  15  full-service  manu- 
facturing facilities  and  sales  offices  in  key 
financial  centers  across  the  United  States, 
and  printing  affiliations  in  Europe,  Aus- 
tralia and  the  Far  East.  The  company, 
through  its  subsidiaries  Pandick  Technol- 
ogies, Inc.  and  Pandick  Data  Distribution 
Services,  Inc.,  also  offers  on-  and  off-site 
office  support  systems  via  word  processing, 
laser  printing,  media  conversion,  facilities 
management  and  computer  imaging  and 
r  ation  services.  Sales  in  1986  represented  another  record  year. 
Dk  is  traded  on  the  NYSE  under  the  symbol  PI. 





mm 
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Service  Corporation 
International 

SCI,  largest  funeral  service/cemetery 
company  and  leading  prearranged  funeral 
marketer  in  North  America,  has  recorded 
these  compound  annual  growth  rates  since 
1981:  revenues  13  percent,  income  32  per- 
cent, earnings  per  share  18  percent.  Fastest 
growing  operation  is  prearranged  funeral 
marketing.  SCI  recently  acquired  a  major 
funeral  supply  firm  and  will  market  prod- 
ucts and  services  to  funeral  operators  at 
reduced  costs. 
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Parker  Hannifin 
Corporation 

The  development  of  some  Parker  products 
requires  advancing  state  of  the  art,  while 
others  are  less  sophisticated;  but  all  play 
essential  technological  roles.  These  roles 
are  discussed  in  Parker  Hannifin's  1986 
Annual  Report  through  the  theme:  Shaping 
Growth  in  Vital  Technologies. 

The  Company  achieved  record  sales,  net 
income  and  earnings  per  share  for  the  third 
consecutive  fiscal  year.  Results  for  fiscal 
1986,  ended  June  30,  included  a  15  percent 
ncrease,  to  $1,730  billion  up  from  $1,504  billion;  with  a  net 
:  increase  of  5  percent,  to  $88.2  million  from  $84.1 
l.  or  $1.98  ner  share.  «-% 


SONORA 

GOLD  CORI? 


.  Itcvivinj;  California's 
I  anions  (.old  Ik-ll 

.the  "Molhvr  l.otk" 


Sonora  Gold  Corp. 


[NASDAQ-SONNF] 
(TSE  &.  VSE-SONN) 

The  U.S.A.'s  largest  new  "Gold  Mine"  will 
begin  production  from  North  America's 
largest  "Gold  Milling  Facility"  early  in 
the  first  quarter  of  1987.  Sonora's  James- 
town Gold  Mine  will  initially  produce  over 
130,000  oz  of  gold  annually  from  its  70% 
owned  gold  deposit  containing  approxi- 
mately 3,700,000  oz  of  gold  for  costs  less 
than  $200.00  U.S./oz.  Production  horn  the 
"World  Class  Jamestown  Gold  Mine"  will 
re-establish  the  "Mother  Lode  Belt"  of  California  as  a  major  area  for 
gold  production  in  the  U.S.A. 

Part  of  the  ABM  Mining  Group  of  Companies. 
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Sparton  Corporation 

INYSE-SPA) 

Sparton  Corporation  (NYSE-SPA)  Fiscal 
1986  revenues  of  $250,539,000  set  a  com- 
pany record;  net  income  of  $8,967,000  was 
Sparton 's  second  highest  ever.  Sparton 
serves  the  Defense,  Automotive,  Com- 
mercial and  Telecommunications  indus- 
tries with  high  quality,-  low  cost 
mechanical,  electromechanical,  electrical 
and  electronic  products.  Substantial 
shareowners'  equity;  no  long-term  debt; 
continuous  dividends  since  1962.  Oil  and 
gas  exploration  and  production  "an  added 
dimension".  Excellent  outlook. 
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Viscount  Resources 

Viscount  is  a  diversified  natural  r 
company  about  to  place  into  prod< 
major  Silver/Gold  ore  deposit  in  Sj 
British  Columbia.  Approxii 
3,000,000  oz.  of  Silver  and  10,001 
Gold  have  been  drill-proven  to  da 
ongoing  exploration  expected  to  i 
these  figures.  Viscount  holds  a  nul 
very  promising  Gold  properties  in  " 
Canada  for  which  development  pi 
in  progress.  Significant  oil  and  gas> 
is  held  through  current  productu 
company  is  well  funded  and  de1 
Trades:  NASDAQ  (VISRFI  VSE,  (V 
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Trustcorp,  Inc. 


Toledo  Trustcorp,  Inc.  is  a  financial  services 
corporation  headquartered  in  Toledo,  Ohio 
with  $3.1  billion  in  corporate  assets. 
Comprised  of  three  banking  and  five  non- 
banking  subsidiaries,  the  corporation  offers 
a  full  range  of  traditional  banking  services, 
community  development,  capital  man- 
agement, venture  capital,  international 
trade  consulting,  personal  financial  plan- 
ning and  travel  services  through  a  network 
of  128  locations  in  20  counties  of  Ohio. 
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WICAT  Systems,  Inc. 

WICAT  Systems  provides  supe 
computer  systems,  software,  and 
ware  for  industrial  and  govern 
training,  school  education,  and 
purpose  markets.  WICAT  is  a  ic 
producing  cost  effective  technolog 
training,  offering  the  WISE  author 
guage,  computer  adaptive  testing,, 
ware  consulting  services,  ai 
compatibility.  Products  utilize 
mensional  simulation,  interactiv 
disk,  audio,  touch  screen,  am 
graphics. 


United  Cable  Television 
Corporation 

United  Cable  Television  Corporation  now 
serves  more  than  one  million  basic  cable 
television  subscribers.  As  the  nation's 
eighth-largest  Multiple  System  Operator 
(MSO),  the  Company  owns  or  manages  45 
cable  television  properties  in  17  states.  In 
fiscal  year  1986,  the  Company  continued 
its  trend  in  achieving  record  revenues,  op- 
erating income  and  subscribers.  United's 
common  stock  is  traded  on  the  New  York 
Stock  Exchange  under  the  symbol  UCT. 
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Zayre  Corp. 


Zayre  Corp.  achieved,  in  1985,  it 
consecutive  year  of  record  sales  an 
ings.  During  this  period,  earnings 
37%  compounded  annually  and  e; 
per  share  at  31%.  Its  goal  for  the  h 
to  be  a  large,  diversified  retail  co 
and  all  of  its  divisions,  Zayre  Stor* 
Maxx,  Hit  or  Miss,  BJ's  Wholesal 
and  HomeClub,  are  growth-oriented 
based  chain  store  businesses. 


VEBA  AG 

VEBA,  one  of  Germany's  leading  compa- 
nies, is  a  broadly  based  industrial  and  ser- 
vice organization.  In  electricity,  petroleum, 
chemicals,  trading  and  transportation.  To- 
tal external  sales:  DM  48.6  billion.  Income 
before  taxes:  DM  1.7  billion.  Dividend: 
DM  10  per  share.  Total  investments:  DM 
4.7  billion.  Employees:  68,700.  Sharehold- 
ers: 500,000. 


Active  &  Influential  Investors 

99%  of  Forbes'  subscribers  have  investment  portfolios  that 
$718,000  in  value.  Forbes  subscribers  represent  an  essential  i 
market  for  your  company's  annual  report. 


Marketing 


Edited  by  Jeffrey  A.  Trachtenberg 


\be  restaurant  business  is  a  branch  of 
low  business.  Total  dining  experience  is 
piv  the  name  of  the  game. 

Everybody  makes 
money  but 
Kandinsky 


t's  nearly  6  p.m.  at  Aurora,  a 
lavish  New  York  restaurant  near 
i  Rockefeller  Center.  The  bar  is 
ked  with  men  and  women  wearing 
tensive  business  suits.  To  one  side, 

waiters  are  lined  up  for  inspection 
their  maitre  d'hotel,  who  will  also 
e  them  details  about  the  evening's 
cials.  It's  a  way  of  reminding  the 
iters  that  they  are  expected  to  do 
re  than  bring  the  food;  they  are  a 
cial  part  of  the  establishment's 
rketing  department, 
istcn  to  loseph  Baum,  one  of  Aur- 
's  owners  and  the  driving  force  be- 
d  such  successful  luxury  Manhat- 

restaurants  as  Windows  on  the 
rid  and  the  Four  Seasons.  "We 
:w  what  our  marketing  objectives 
re.  We  wanted  an  average  lunch 
ck  per  person  of  about  $40  plus  tax 
I  tip.  That  meant  we  needed  to 
•act  business  men  and  women 
h  an  atmosphere  conducive  to 
.iness.  That  means  more  than  food, 
ineans  discreet  elegance  and  priva- 
tes well." 

•Vhich  is  not  as  easy  as  it  may 
|nd.  Every  five  years  75%  of  New 
|fk  City's  14,000  restaurants  close 
[change  hands.  Smart  marketing — 
jvhich  design  is  a  big  part — is  often 
:|  difference  between  making  it  and 
Making  it.  The  $500,000  brilliantly 
: pred  racetrack  mural  over  the  bar 
hPaho  in  the  Equitable  Life  Assur- 
l  :e  Building  in  midtown  Manhattan 
l:hus  a  marketing  tool.  So  is  the 
Jinese  decor  of  Wolfgang  Puck's 
Jmois  on  trendy  Main  Street  in  San- 
:  koniea,  Calif,  or  the  Art  Deco  cxu- 
:>ancc  of  Orchids  Restaurant  at  the 


Omni/Netherland  Plaza  Hotel  in 
downtown  Cincinnati. 

Today  the  food  is  almost  secondary. 
"The  food  has  to  taste  and  look  good, 
of  course.  But  a  restaurant's  design 
should  satisfy  the  right  psychological 


needs  as  well,"  says  Robert  Christie 
Mill,  director  of  the  School  of  Hotel  & 
Restaurant  Management  at  the  Uni- 
versity of  Denver.  "Choosing  a  res- 
taurant reflects  our  tastes,  as  well  as 
the  status  we're  giving  our  guests. 
The  successful  restaurateur  picks  his 
market  and  then  designs  his  business 
to  satisfy  the  appropriate  needs." 

Consider  color.  Mill  notes  that 
warm  reds,  browns,  yellows  and  golds 
enhance  the  appearance  of  food,  mak- 
ing it  more  desirable.  "The  fallacy  is 
that  we  eat  with  our  mouths.  We 
don't.  We  eat  with  our  eyes.  If  the 
food  looks  good,  we  think  it  will  taste 
good.  That  won't  overrule  rotten  food, 
but  it  is  a  precondition.  Certain  colors 
are  used  at  fast-food  places.  Bright 
reds — used  at  Wendy's — encourage 
people  to  eat  faster." 

A  recent  Gallup  poll  provides  addi- 
tional marketing  clues  for  restaurant 
owners.  The  survey  looked  at  why, 
aside  from  food  and  price,  people 
would  not  go  back  to  a  place  where 
they  had  eaten.  Sixty-four  percent 
cited  loud  music;  57%  said  the  light- 
ing was  too  low;  36%  objected  that 
the  restaurant  lacked  a  smoking  area. 
Says  Mill:  "People  don't  buy  a  steak 
or  a  martini.  Instead,  they  buy  the 
entire  experience,  how  they  will  feel 


Aurora  's  Joseph  Baum 

Better  marketing  means  lunch  tabs  of  $40-plus  per  person. 


Vlaiia  KoblcJ. 


L 


at  the  end  of  the  meal." 

Often  a  marketing 
plan  determines  all  of 
a  restaurant's  design 
features.  Consider  the 
Cafe  Beaux  Arts  res- 
taurant •  situated  in 
the  Omni/Georgetown 
Hotel  in  Washington, 
D.C.  An  older  restau- 
rant in  the  same  loca- 
tion called  Herb's  had 
been  frequented  by  art 
and  theater  people.  To 
attract  the  same 
crowd — and  to  make 
other  patrons  feel  they 
were  in  an  arty  place — 
the  new  Cafe  Beaux 
Arts  was  designed  by 
Adam  Tihany  and  built 
and  marketed  as  an  art 
piece.  "They  wanted 
an  art  theme  for  mar- 
keting purposes,  so  we 
chose  the  work  of  Was- 
sily  Kandinsky,"  ex- 
plains Tihany.  The  re- 
sult: a  restaurant 
whose  carpeting,  logo, 
murals  and  wall 
sconces  resemble  Kan- 
dinsky designs.  The 
motifs  are  even  used  on 
restaurant  promotional 
material.  Reflects 
Richard  Cotter,  general  manager  of 
the  hotel:  "From  the  cracked  tile  floor 
to  the  angular,  brightly  colored  wall 
sconces  to  the  hand-painted  Kan- 
dinsky murals,  you  know  you're  in  an 
art  environment." 

A  properly  trendy  restaurant  can 
even  enhance  the  value  of  adjoining 
real  estate.  This  gives  rise  to  what  are 
called  signature  restaurants — such  as 
Manhattan's  Four  Seasons  at  the  Sea- 
gram Building,  Windows  on  the 
World  at  the  World  Trade  Center,  Le 
Bernardin  and  Palio  at  the  Equitable 
Life  Assurance  Building.  In  these 
cases  the  building's  owners  decided 
that  the  prestige  of  their  properties 
would  increase — as  well  as  its  rents 
and  tenants — if  a  prestigious  restau- 
rant were  included.  So  the  developers 
paid  much  of  the  costs  of  building  the 
restaurants — said  to  be  $5  million  or 
higher  in  the  cases  of  both  Le  Bernar- 
din and  Palio. 

Good  marketing  probably  can't  sal- 
vage bad  food.  But  marketing  and  de- 
sign today  are  at  least  as  important  as 
the  food — maybe  more  so.  Says 
George  Lang,  owner  of  Manhattan's 
Cafe  des  Artistes:  "What  you  are  see- 
ing now  is  not  a  return  to  the  Golden 
Age  of  restaurant  design.  It  is  the 
Golden  Age."— J.A.T. 


The  Cafe  Beaux  Arts  restaurant  in  the  Omni  Georgetown  Hotel  in  Waslrington,  D.C. 
Carpets,  murals  and  logos  ...  in  the  style  of  Wassily  Kandinsky. 
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Brown  &  Williamson  is  pretty  much  a  on 
brand  tobacco  company.  And  in  today 
market  that  brand  is . . . 


Kooling  off 


By  Eva  Pomice 


America's  third-largest  tobac- 
co company,  $2.3  billion  Lou- 
i  isville-based  Brown  &  Wil- 
liamson, is  in  a  nasty  marketing  bind 
these  days.  Sales  of  its  famous  Kool 
cigarettes  account  for  nearly  60%  of 
total  company  revenues,  and  though 
Kool  is  still  the  country's  fourth-larg- 


est-selling brand,  it  has  been  deel 
ing  for  a  decade.  "It's  not  a  hap 
situation  to  be  going  down  with  yc 
big  brand,"  says  Thomas  Whiten* 
B&W's  vice  president  of  marked] 
"We  must  find  a  way  to  minimize  t 
decline." 

But  the  outlook  is  doubttul.  No  n 
jor  American  cigarette  brand  has  ei 
turned  around  its  declining  marl 


Efficient.  Effective. 
Every  bit  Swiss. 


Efficient.  Effective.  Expertly  designed  to  do  it  all. 

In  that  same  Swiss  tradition,  our  versatile  insurance 
programs  are  well  organized  and  well  planned. 

Expertly  designed  to  protect  every  facet  of  your 
business. 

We  do  it  with  tough-minded  Swiss  professionalism. 
Open-minded  American  ingenuity. 


And  unrivaled  financial  stability. 

Come  to  Zurich-American  Insurance  Companies 
for  sound  business  insurance  advice.  Vast  technical 
expertise.  And  the  financial  strength  to  protect  your 
enterprise. 

You'll  find  we  speak  plain  English.  But  if  you  listen 
closely  you'll  hear  our  Swiss  accent  on  efficiency. 


Zurich-American 

American  Creativity  Swiss  Dependability. 


Insurance  Company 


ZURICH-AMERICAN  INSURANCE  COMPANIES 
Zurich  Insurance  Company 'American  Guarantee  and  Liability  Insurance  Company  "Schaumburg.  IL  60196 

A  MEMBER  OF  THE  WORLDWIDE  ZURICH  INSURANCE  GROUP 


Brou  n  &  W  illiamson  President  Thomas  Sandefur  Jr. 

"You  try  your  best  to  change  your  profile,  but  it's  a  difficult  process." 


share.  And  such  onetime  stalwarts  as 
Lucky  Strike,  Chesterfield  and  Old 
Gold  are  now  minor  players.  Further- 
more, Kool's  main  menthol  rival,  Sa- 
lem, is  now  entrenched  as  the  coun- 
try's third-bestselling  cigarette  (Marl- 
boro is  first;  Winston  is  second).  And 
Newport,  which  is  the  number  three 
menthol,  is  also  the  country's  fastest- 
growing  brand. 

Kool's  share  of  the  S31  billion  (re- 
tail) cigarette  market  dropped  from 
10.3%  in  1975  to  6.4%  last  year.  B&W 
figures  each  share  point  is  worth  SI 50 
million  to  S200  million  in  revenue. 
True,  the  company's  operating  profit 
was  S444  million  last  year.  But 
B&W's  share  of  the  total  market  (its 
other  bestselling  brands  are  Raleigh 
and  Viceroy)  has  declined  from  17% 
ten  years  ago  to  12%  today. 

B&W's  recent  attempts  to  develop 
new  brands  and  expand  market  share 


have  proved  difficult.  Most  conspicu- 
ous was  the  Barclay  blunder,  an  at- 
tempt to  ride  the  then-cresting  wave 
of  enthusiasm  for  low-tar  smokes.  It 
was  introduced  in  1981  at  a  reputed 
cost  of  SI 00  million.  Only  one  prob- 
lem: B&W's  advertising  understated 
Barclay's  actual  tar  content,  and  the 
FTC  forced  the  company  to  revise  its 
ads.  Barclay's  rise  was  stopped  cold. 
B(S.W  has,  however,  done  better  with 
Richland  25  (25  cigarettes  for  the 
price  of  201,  its  most  recent  introduc- 
tion. The  brand  is  apparently  off  to  a 
good  start,  grabbing  0.6%  of  the  mar- 
ket in  its  first  year. 

In  the  late  1960s  and  early  1970s, 
when  Kool  was  king  of  the  menthol 
segment,  its  smokers  were  young 
adults,  between  the  ages  of  21  and  35. 
They  were  and  are  40%  black;  not  too 
surprising,  since  70%  of  black  adult 
smokers  prefer  menthol. 


What  went  wrong?  With  the  gel 
al  ban  on  television  advertising 
1971,  B&W  failed  to  translate  itsT 
cessful  "Come  to  Kool"  camp 
from  TV  to  print.  Then,  its  marke 
grew  wildly  misguided,  and  1 
gradually  lost  its  young  smokers.) 

Brown  6v  Williamson,  for  exam 
tried  to  attract  a  younger  audienc 
associating  Kool  cigarettes  with  j 
It  sponsored  concerts  and  feati 
musicians  in  its  ads.  But  in  the  19 
kids,  black  and  white,  wanted  rocl 
roll,  not  jazz.  Meanwhile,  in  11 
archrival  Lonllard  successfully  a 
sitioned  Newport,  its  lighter-tas! 
menthol  cigarette.  Its  campaign 
ed  Newport  as  a  "fun"  smoke.  N* 
important,  Lorillard  used  regional 
vertising.  By  pinpointing  marl 
where  it  had  clusters  of  loyal  sir 
ers,  rather  than  concentrating  on 
tional  campaigns  as  Kool  did,  N 
port  emerged  as  the  nation's  fast 
growing  brand.  The  brand  held 
than  1%  of  the  market  in  1972, 
now  controls  4%  of  the  total  cigan 
market. 

"We've  recognized  where 
growth  potential  is  and  have  nurtu 
it,"  says  George  Telford,  group  br 
director  for  Newport.  "Kool  has 
smokers  to  Newport  because  the: 
consistencies  in  its  advertising  we 
ened  Kool's  image." 

Can  anything  be  done-  Kool  is  i 
trying  to  beat  Newport  at  its  I 
young-adult-onented,  regional  gai 
BixW  will  put  young,  active  peopl« 
its  new  ads,  and  plans  to  concena 
marketing  efforts  on  19  big-sell 
areas,  such  as  Detroit,  New  Orle 
and  Chicago,  where  40%  of  Ko< 
cigarettes  are  sold.  It  will  spend 
advertising  dollars  primarily  on  lc 
billboards,  bus  depot  posters  and 
gional  newspapers.  It  will  beef 
point-of-sale  promotions  and  cout 
offers.  Since  Kool  comes  in  1 1  pert 
tations  (hard  pack,  soft  pack,  k 
size,  lights,  etc  J,  B£vW  will  also  pi 
the  kings  and  milds  instead  of 
low-tar  variants,  which  have  little 
peal  for  Kool  smokers. 

"You  try  your  dead-level  best 
change  the  profile,"  says  Brown 
Williamson  President  Thomas  San 
fur  Ir.,  who  smokes  one  of  the  co 
pany's  new  brands.  Eh  Cutter,  still 
test  markets  and  designed  to  comp 
with  Marlboro.  "But  it's  a  long,  di 
cult  process." 

For  a  company  that  is  so  depend* 
on  one  brand,  B&W's  sluggish  m 
keting  history  is  surprising.  Newp 
discovered  regional  marketmg,  fort 
ample,  ten  years  ago.  Brown  & 
liamson  is  getting  competitive  late 
the  game.  ■ 


A  few  ideas 
about  the  paperless  office. 


As  an  idea,  the  paperless  office  is 
brilliant.  As  a  practical  matter,  a  truly 
paperless  office  is  probably  unattain- 
able. Even  as  we  move  into  the  elec- 
tronic age,  business  is  generating  more 
paper  than  ever. 

Moore  is  a  century-old  leader  in 
paper-based  business  communications. 
But  we've  done  more  than  watch  how 
electronic  technology  has  changed 
business  communications.  We  brought 
many  of  these  changes  about.  Not  to 
eliminate  paper,  but  to  eliminate  your 
paperwork. 

This  paperwork— the  processing 
and  management  of  business  informa- 
tion—can tie  up  millions  of  your  dollars 
in  data  processing  equipment  and  mail- 
room  facilities.  Costly  investments  in 
technology  that  run  the  risk  of  becom- 
ing obsolete. 

Today,  Moore  offers  you  an  alterna- 
tive. Virtually  anything  you  can  do 
in-house,  or  with  the  help  of  multiple 
suppliers,  we  can  do  for  you.  And  save 
you  money  doing  it.  We  provide  an 
enormous  range  of  products,  systems 
and  services  to  help  companies  manage 
business  information  with  a  level  of 
sophistication  that  didn't  exist  a  few 
years  ago. 


Starting  with  business  forms, 
Moore  not  only  continues  to  produce 
forms  of  all  kinds,  but  is  also  helping 
companies  control  their  costs  by  offer- 
ing a  variety  of  forms  management 
programs. 

Business  mailings?  We  handle  all 
types,  small  or  multimillion  runs,  in  one 
continuous  computerized  operation, 
from  printing  to  mailbag.  And  then, 
we  can  receive,  analyze  and  report  on 
the  response. 

Perhaps  your  company  uses  auto- 
matic identification  systems.  Moore 
offers  total  bar  coding  capability,  from 
simple  bar  code  printing  to  complex 
turnkey  systems. 

And  as  an  added  service  to  busi- 
nesses of  all  sizes,  Moore  retail  stores 
and  direct  mail  catalogs  are  an  impor- 
tant source  for  computer  products 
and  supplies. 

Whether  your  business  is  large  or 
small,  whether  your  needs  are  paper- 
based  or  computer-based,  Moore  can 
help  you  manage  your  business  com- 
munications faster  and  more  cost 
effectively  than  you  can  do  yourself. 

For  more  ideas  on  how  we  can  help 
manage  your  business  information,  call 
Moore  now  at  1 800  447-3000,  ext.  7200. 


BUSINESS  FORMS 
&  SYSTEMS  DIVISION 

1205  Milwaukee  Avenue 
Glenview,  IL  60025 


Science  &  Technology 


Edited  by  Gail  Bronson 


The  Porsche  company  is  staking  its  future 
on  a  new  model  that  currently  carries  a 
price  tag  of  $230,000. 


What  price 
excellence? 


By  Richard  Morais 


Design 


Deep  in  the  hills 
of  West  Ger- 
many's Black 
Forest,  the  roar  of  cars  on  a  test  track 
can  be  heard  through  the  early  morn- 
ing mist.  Momentarily,  the  cars  flash 


into  view,  then  loop  around  a  bend 
and  vanish  again.  The  cars  are  450hp 
Porsche  959s,  and  on  their  perfor- 
mance hangs  much  of  the  future  for 
sports  car  maker  Porsche  A.G.  of  West 
Germany. 

Porsche,  with  fiscal  1986  sales  of 
$1.8  billion,  sells  half  its  output  in  the 


U.S.,  at  sticker  prices  as  high 
$60,000  per  vehicle.  Rising  sticl 
prices  have  pushed  Porsche  into  cp 
petition  with  such  expensive  autori 
biles  as  Ferrari  and  Maserati,  and  tlj 
has  compelled  the  Stuttgart  carmaj 
to  increase  its  emphasis  on  tech™ 
ogy  and  engineering  as  a  way  to  just) 
an  inevitably  high  price  tag. 

Last  year  the  firm  spent  7%  of  gcJ 
revenues,  SI 25  million,  on  in-hou 
R&D — on  a  percentage  basis  rougl| 
50%  greater  than  the  outlays  of  Foj 
General  Motors  or  Daimler-Benz. 

With  the  959,  that  commitment 
R&D  seems  destined  to  grow  ev 
greater.  Porsche  intends  to  incorj 
rate  959  technological  advances  in 
standard  Porsche  cars  for  the  ret 
market  beginning  in  the  next  two| 
three  years. 

What  is  Porsche  getting  for  all  d 
spending?  The  959  is  in  fact  a  virti 
computer  on  wheels.  It  contains 
four-wheel-drive  system  that  mat 
anything  currently  on  the  road  set 
out  of  an  earlier  age.  Say  you  accel 
ate  rapidly.  Sensors  under  the  ho 
instantly  shift  the  drive  to  the  tj 
wheels  for  better  traction.  Need 
brake  quickly?  The  automatic  sens* 
reverse  the  sequence  and  shift  pov 
to  the  front  wheels  to  prevent  sk 
ding.  Tire  pressure  low?  Wheel  s» 
sors  electronically  alert  the  driver.i 

"We  are  generally  moving  tow; 


X 


The  1987  Porsche  959 

Half  sports  car,  half  computer. 


JOB  INVOICE 


South  Seas  Shipping  Company 


November  20. 1986 


I   Ms.  Cathy  Lyons 
1j  Import  Officer 

Botanies!  Research  Ltd. 
.1  SAWowakRoad 
I  Mores  try.  Papua.  Ne*  Guinea 


pe:  Palm  Fruit 


I   Dear  Ms.  Lyons: 

}  This  letter  confirms  the  agreement  we  reached  at  our  meeting  last  week  in  S«n  Francisco. 

Botanical  Research.  Ltd.  wilt  recommend  the  optimal  cond*ons  lor  shipping  palm  kill  and  palm  oil. 

lor  cons/dcralion  ere:  temperature  durmo  stuffing  and  length  ol  l/me  Dcfwe 

"     completed  by  June  t ,  1967. 
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YOU  COULD  PRINT  EVERYTHING  ON 
THIS  DESK  FROM  A  BUSINESS  PC? 

The  world's  best-selling  desktop  laser  printer  has 
something  in  store  for  just  about  every  business  that's 
ever  dealt  with  the  printed  word. 

Because  the  Hewlett-Packard  LaserJet  Printer  is 
the  only  printer  of  its  kind  specifically  designed  to 
work  with  over  300  software  programs.  And  since  it 
hooks  up  to  almost  any  business  PC,  it's  right  for  all 
kinds  of  users — not  just  the  art  department.  So  you 
can  print  everything  on  this  desk — from  simple 
memos  to  your  life's  memoirs.  And  get  high-quality, 
professional-looking  output. 

Combined  with  our  very  fast,  very  versatile 
HP  Vectra  PC  (it's  IBM  PC/AT  compatible)  and  the 
software  of  your  choice,  the  HP  Laserjet  is  the  cor- 
nerstone for  a  complete  desktop  publishing  solution. 
One  your  whole  company  can  easily  use.   

Of  course,  the  HP  LaserJet  also 
works  with  IBM  PC's  and  compatibles. 
As  well  as  software  like  Lotus  1-2-3, 
WordStar  and  d.BASE  II.  And,  for 
around  $3,000,  it's  the  laser  printer 
you  can  afford. 

We  can't  print  all  the  reasons  our 
HP  LaserJet  is  the  printer  of  choice.  But  if  you  stop  by 
an  authorized  HP  dealer  or  call  us  at  1 800  367-4772, 
Dept.  687U  for  the  one  nearest  you,  we'll  show  you 
why  HP  quality  printing  makes  very  good  business 
sense  indeed. 

Print  somples  produced  on  a  Loser  Jet  Plus  wtlh  the  loDcwino  sollwote  Dockages  Sludio  Softwoie  Spellbinder*  Desktop 
Publisher  MicroPro  WordStar  2000*  lotus  1  2  3»  ond  ForrriMakei  II'"  HPVecrro  PC  is  o  trademark  ol  Hewlett  Packard 
IBM  PC  is  a  registered  trademark  ol  International  Business  Machines  Corp  Lolus  I  2-3  is  o  registered  trademark  ol 
Loius  Development  Corp  WordSroi  is  a  registered  trademark  of  MicroPro  Inlernoliono!  d  BASt  II  is  a  registeied  trademark 
ol  Ashton  Tote  ©  1986  Hewlett  Packard  Co 
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Chief  Executive  Peter  Schutz  with  some  of  bis  firm 's  products 
Race  car  technology  for  midrange  models. 


Science  & 
Technology 


more  performance,  more  power  with 
smaller  engines,"  says  chief  engine 
designer  Hans  Mezger.  Most  carmak- 
ers are  happy  to  settle  for  building  5- 
or  6-liter  displacement  engines  capa- 
ble of  putting  out  200hp  to  300hp. 
Porsche?  "We  think  we  can  get  a  pro- 
duction sports  car  up  to  500hp  with 
only  3.5-liter  displacement,"  predicts 


Peter  Schutz,  Porsche's  56-year-old 
American  chief  executive. 

The  firm's  luxurious  touring  car, 
the  928  S4,  has  already  increased  its 
power  output  by  nearly  15%  in  the 
last  few  years,  to  320hp.  But  despite 
the  stronger  engine,  the  car  now  uses 
15%  less  fuel  because  of  an  improved 
combustion  chamber  design.  To  in- 
crease efficiency  more,  the  company 
has  just  completed  construction  of  a 
$10.1  million  wind  tunnel,  the  most 
advanced  in  Europe.  With  it,  Porsche 
plans  to  continue  experimenting  with 
radical  body  designs,  since  a  10%  im- 


provement in  aerodynamics  s< 
roughly  6%  in  fuel  consumption. 

Porsche's  reputation  as  a  techri| 
logically  innovative  firm  was  borm 
the  Third  Reich.  Founded  in  1930 
the  current  chairman's  father,  Fei 
nand  Porsche,  the  firm  designed  t| 
first  Volkswagen,  the  Wehrmacbj 
first  jeep  and  four-wheel-drive  a. 
phibian  transporter,  the  Leopard  ai 
Tiger  tanks,  and  worked  on  the  Ml 
flying  bomb.  After  the  war  the  fou 
der's  son  turned  the  company  intc 
leading  designer  of  race  cars. 

But  by  1981,  when  Schutz  m| 
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Porsches  $101  million  wind  tunnel  (above)  and 
( right)  computer  image  of  the  Porsche  911  ignition 
Will  high  technology  justify  high  price? 


The  new 

Xerox 1040. 

t's  just  as  good 
as  a  Savin. 


The  1040  is  one  of  the  best  mid-volume 
piers  Xerox  makes.  And  in  many  ways  it's 
st  as  good  as  the  new  Savin  V-35. 
It  makes  35  copies  per  minute,  just  like  the 
javin. 

!  It  reduces  and  enlarges,  just  like  the  Savin. 

It  has  an  optional  document  feeder  and 
brter,  just  like  the  Savin. 

And  just  like  the  Savin,  you  can  add  the 
■attires  you  need  as  you  need  them. 
1  Unfortunately,  it  doesn't  offer  Savin's  push 
itton  color  bank,  automatic  duplexing,  job 


programming  and  20  bin  sorter. 

But  there  is  one  feature  Xerox  has  that  the 
Savin  V-35  doesn't.  A  30%  higher  price  tag. 

That's  just  one  reason  leading  companies 
like  Honda  and  American  Airlines  are  buying 
fleets  of  Savins. 

Of  course,  you  could  always  settle  for  less. 
And  pay  more. 

sai/m 

Follow  the  leaders. 


For  information  on  Savin  copiers,  contact  your  local  Savin  branch,  Savin  dealer  or  call  1-800-45-SAVIN. 


Xerox®  and  1040  are  trademarks  of  Xerox  Corporation. 


This  is  Motorola's  new 
super-microcomputer. 


System  8000  is  a  midrange  computer  built 
around  Motorola's  own  MC  68020  32-bit  micro- 
processor, and  is  ideal  for  departmental  com- 
puting. For  information  call  800-262-4488  ext. 
730.  In  California  call  800-252-4488  ext.  730. 

G  1*6  Motorola,  Inc  Motorola  and  @^n-  revered  trademarks  ol  Motorola,  Inc. 


It's  expandable. 
It's  upgradeable. 
It's  fast 
And  its  future 
is  just  like  its 
remarkable 
architecture. 
Wide  open. 

(M)  MOTOROLA 

Advanced  Electronics  for 
a  More  Productive  World. 
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Bib  Introduces  Camcorder 
Care  Kit 


Packed  in  a  portable  shock-resistant 
carrying  case,  the  Bib  Camcorder 
Care  Kit  is  ready  to  go  with  you  and 
your  camcorder.  Contains  all  elements 
to  keep  your  camcorder  clean  and  in 
operating  condition.  Contents  of  kit:  1) 
a  Bib  automatic  head  cleaner  for 
VHS,  Beta  or  8mm  format  to  prevent 
interference  (video  snow)  caused  by 
dirt  and  particle  build-up;  2)  com- 
bination air  duster/ lens  cleaning  brush; 
3)  Bib  lens  cleaning  fluid;  4)  a  soft 
contaminant-free  wiping  cloth.  The 
Bib  Camcorder  Care  Kit  is  light- 
weight, durable  and  ready  to  go.  Sug- 
gested retail:  $19.95.  For  more  infor- 
mation, contact  Tony  Marcon,  Mar- 
keting Manager  U.S.A.,  303-985-1565. 

Sima  Features 
Mini  Quartz 
Video 
Camlight 


The  all-new,  ultra-compact  Sima 
Camlight  gives  you  the  exact  amount 
of  super- bright  quartz  illumination  you 
need  to  assure  brilliant,  true-color 
videotape  results  from  your  video 
camera  or  camcorder.  You'll  hardly 
notice  the  Camlight  once  it's  attached 
to  your  camcorder.  It's  only  3  3/4" 
long  and  weighs  7  ounces.  A  spe- 
cially designed  vented  housing  keeps 
the  Camlight  cool  and  the  quartz 
halogen  lamp  is  protected  by  a  heat- 
resistant  glass  shield.  A  bracket  mounts 
the  Camlight  to  your  camera  shoe,  so 
it  can  sit  on  a  table  for  use  as  a  side  or 
back  light.  Available  in  AC /DC  models, 
DC  conversion  kit  available  also.  For 
more  information,  contact  Sima  Prod- 
ucts, 4001  W.  Devon  Ave.,  Chicago, 
IL  60646. 


Coastar  Audiocassette 
Organizers 

The  "Sound  Organizers"  are  portable 
carriers  for  audiocassettes.  The  cas- 
settes are  locked  into  position  in  a 
"Stay-Loc  Cushion"  for  no  rattle  or 
damaging  movement.  The  "Red  Ac- 
cent" line  features  six  colors:  black 
with  red  accent  and  grey  with  red 
accent.  The  remaining  colors  are 
pale  blue  with  white  trim,  lavender 
with  lavender  and  yellow  trim,  pale 
pink  with  pink  trim  and  bright  red 
with  red  trim.  They  are  available  in 
carriers  of  12  and  24  cassettes.  Sug- 
gested list  is  $15.95  and  $24.95  respec- 
tively. For  full  details,  call  or  write 
Coast  Manufacturing  Co.  Inc.,  118 
Pearl  St.,  Mt.  Vernon,  NY  10550, 
800-221-8748. 


New  Low-Priced  VHS  VCR 
From  Samsung 

The  new  front-loading  VT311T  VHS 
videocassette  recorder  is  the  value 
leader  in  Samsung's  model  line-up.  The 
slim-line  design  VCR  with  wireless 
remote  features  a  2  week/ 6  event 
programmable  timer,  82  channel  elec- 
tronic tuner  with  12  station  presets, 
3-speed  record  and  playback,  picture 
search,  freeze  frame,  one-touch  re- 
cording, automatic  rewind  and  elec- 
tronic tape  counter.  Suggested  retail 
price  is  $349.95.  For  more  information, 
contact  Richard  Leister,  Public  Re- 
lations, Samsung  Electronics  Amer- 
ica, 301  Mayhill  St.,  Saddle  Brook,  NJ, 
07662,  or  call  800-255-2550  for  your 
nearest  Samsung  dealer. 


Great  Entertainment  At  A  G 
Price:  $29.98* 


A  MONUMENTAL 
BREAKTHROUGH 

FivestaR 
collection  ii 

GREAT  ENTERTAINMENT 
AT  A  GRIAT  PRICE,  S29.98* 


At  CBS /FOX  VIDEO,  we  be 
excellence  should  be  celebrated! 
shared.  So  we're  offering  some  q 
world's  most  popular  films  in  the  1 
STAR  COLLECTION  II  for  just  $2 
each.  Every  one  is  a  movie  great, 
all  are  the  best  of  the  old  and 
From  classics  like  CASABLANC 
westerns  with  Wayne  and  East! 
and  laughs  with  Sellers  and  Lem 
We've  got  musicals  too!  From  O 
HOMA!  to  MY  FAIR  LADY.  And 
is  back,  of  course.  They're  the  f 
ites  you'll  want  to  enjoy  over  and 
^Suggested  retail  price. 


VIDEO 

Vidtech  Presents  RS-2001 


Vidtech's  RS-2001  converts  ever] 
into  MTS  stereo  cinema-like  4 
and  has  every  conceivable  re 
control  feature  all  in  one  cable-i 
integrated  system.  The  RS-2001 1 
forms  your  TV  into  a  $1000 
performance  audio  video  system 
has  all  the  extras,  including  Sei 
ary  Audio  Programming  (SAP) 
dbx  noise  recording.  For  addit 
information,  call  212-868-5590 
write  Vidtech,  Inc.  350  5th  Av« 
Ste.  6707,  New  York,  NY  10118. 


Dealerscope 

Merchandising  is  the  Marketing  Magazine  for 
Consumer  Electronics  and  Major  Appliance  Retailing 
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Porsche  emerging  from  paint  sprayer 

There  will  always  be  a  marketfor  engineering  excellence. 


:.)ped  to  lead  the  firm  after  a  tour  as 

ad  of  engine  operations  for  another 
est  German  manufacturer,  Porsche 
:  :med  to  be  drifting.  For  one  thing, 
;  i  firm  failed  to  recover  from  poorly 

iceived  mid-1970s  products,  such 
:  the  924,  which  did  serious  damage 
:  the  company's  reputation  with 
;yers,  particularly  in  the  U.S.  Be- 

rse  of  the  55mph  speed  limit,  the 
U».  cars  did  not  have  the  power  of 
i iir  European  counterparts.  Worse, 
\i  company's  marketing  executives 
I  re  lobbying  to  discontinue  the  clas- 
I  Porsche  911  model. 
An  engineer  by  training,  Schutz  not 
jly  resisted  the  marketing  pleas  but 
|o  embellished  the  911  line  with  a 
jivertible.  Result?  In  the  following 
,e  years  Porsche's  all-important 
|es  to  the  U.S.  have  leaped  370%,  to 

700  cars  last  year.  Meanwhile, 

■rldwide  revenues  have  tripled,  and 
ijertax  profits  have  grown  by 
L  00% ,  to  $60.8  million.  Says 
■hutz,  "We  are  now  spreading  our 

ed  costs,  such  as  engineering  and 
jiling,  over  more  units.  We  have  in- 
Jased  our  efficiencies." 

Vnd  none  too  soon.  Increased  sales 

i  eked  up 

1:1  he  next  time  you're  stuck  in  traf- 
ific,  consider  this:  Riding  the  Los 
Igeles  freeways  may  give  you  can- 
El.  It  seems  that  the  air  inside  cars 
a  be  dirtier  than  the  air  outside. 
Ifcording  to  a  study  of  four  Los  Ange- 
l-area counties  released  earlier  this 
mr,  the  interior  compartment  air  in 
:  senger  cars  normally  contains  at 
?st  six  pollutants,  including  ben- 
sue  and  lead,  in  concentrations  three 
:  five  times  higher  than  in  outdoor 
i!  Even  at  those  levels  the  toxins  are 
fill  below  maximum  federal  work- 
:ce  standards,  but  no  one  is  sure 
1  ether  long-term  exposure  at  low 
.'iels  is  itself  hazardous, 
[fhe  Environmental  Protection 
ftency  intends  to  find  out.  The  1986 
In  Angeles  study  is  part  of  the  EPA's 
:brt  to  evaluate  the  total  risk  to  an 
dividual  of  all  pollution.  Scientists 
i  measuring  toxic  concentrations  in 
:  nes  and  at  job  sites,  as  well  as  on 
:  road,  to  determine  the  risks  of 
J  eloping  different  cancers.  Eventu- 
i  '  the  EPA  wants  to  come  up  with  a 
1  nula  that  calculates  the  risk  a  per- 
il bears  for  contracting  cancers. 


3  .BES.  NOVRMRF.R  17  I9KA 


have  lifted  revenues  12%,  to  $1.8  bil- 
lion in  the  year  ended  June  1986.  But 
profits  this  year  are  likely  to  be  lower 
than  last  year's  $60.8  million.  The 
fact  is  that  the  weaker  dollar  has 
forced  Porsche  to  accept  somewhat 
slimmer  profit  margins  in  order  to 
avoid  pricing  itself  out  of  the  U.S. 
market.  The  public  shares,  traded  on 
German  exchanges,  have  slumped 
from  a  high  of  $765  to  a  recent  $504. 
Porsche  is  now  trading  at  a  discount 
to  its  competitors.  It  has  a  price/earn- 
ings ratio  of  9  on  estimated  1986  earn- 
ings, vs.  10.6  for  the  German  auto 


Maybe  someday  cars  will  have  to  car- 
ry the  automotive  equivalent  of  the 
Surgeon  General's  warnings:  Caution, 
driving  this  vehicle  in  traffic  may  be 
hazardous  to  your  health. — G.B. 


The  incredible 
shrinking  phone 

First  came  calculators  that  fit  in 
your  hand,  then  radios  designed  as 
headphones,  then  computers  that  fit 
in  your  lap.  Now  Technophone  Ltd.  of 
the  U.K.  presents  a  cellular  phone 
small  enough  to  slip  into  a  pocket. 

Good  things  may  come  in  little 
packages,  but  they  don't  come  cheap. 
The  pocket  phone  sells  for  $3,295 — 
about  twice  the  cost  of  the  bigger  cel- 
lular phones.  But  that  hasn't  impeded 
a  brisk  U.S.  business  since  sales  began 
in  July.  The  U.S.  distributor,  Walker 
Telecommunications  Corp.,  already 
claims  to  hold  about  5%  of  the  total 
cellular  phone  market.  To  cash  in  fur- 
ther, the  British  have  introduced  a 
battery-operated  tape  recorder,  com- 
puter, printer,  as  well  as  a  device  to 
transmit  computer  data  over  the 
phone;  all  the  components  fit  into  a 
shoulder  bag. — Susan  Gilbert 


industry  as  a  whole. 

There  will  always  be  some  people 
who  will  pay  superhigh  prices  for  en- 
gineering excellence  and  for  owning 
an  unusual  automobile.  The  200  pro- 
totype 959s  carry  a  sticker  price  of 
$230,000.  These  were  intended  ini- 
tially as  experiments,  but  when 
Porsche  first  announced  the  project 
two  years  ago,  it  offered  buyers  op- 
tions at  $25,250  apiece,  to  purchase 
the  vehicles  whenever  they  were 
eventually  built.  Since  then,  the  op- 
tions have  been  trading  hands  at  triple 
the  initial  price. 


No-mow  grass 

After  more  than  a  decade  of  trying, 
fan  Weijer,  a  geneticist  at  the 
University  of  Alberta,  Canada,  has  fi- 
nally come  up  with  every  homeown- 
er's dream:  low-maintenance  grass.  It 
has  a  high  tolerance  for  trampling, 
requires  infrequent  watering  and,  best 
of  all,  needs  mowing  only  two  or  three 
times  a  year. 

Weijer's  research  objective,  pursued 
under  a  12-year  contract  from  Parks 
Canada,  the  Canadian  government 
park  service,  was  to  develop  a  grass 
strain  suitable  for  high-altitude  strip- 
mine  reclamation  projects.  His  solu- 
tion? Breeding  hybrid  strains  out  of  1 7 
different  varieties  of  grass  found 
growing  on  the  semiarid  eastern 
slopes  of  the  Canadian  Rockies.  Since 
word  has  gotten  out,  Weijer  has  been 
deluged  with  offers  from  companies 
as  far  off  as  Hong  Kong  and  South 
Africa  to  buy  distribution  rights  to  the 
seeds.  But  don't  junk  the  mower  yet. 
It  will  be  several  years  before  Weijer 
has  accumulated  a  large  enough  seed 
stock  to  begin  considering  commer 
cial  operations. — G.B. 
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Personal  Affairs 


Edited  b\  William  G.  Flanagan 


What  price  parking?  In  some  major  cities, 
permanent  parking  spots  in  pricey  neigh- 
borhoods are  selling  for  close  to  six  figures. 
Apartment  not  included. 


For  wheels  only 


By  Eva  Pomice 


T|  IRED  OF  SPENDING  EVENINGS  cir- 
cling his  Brooklyn  neighbor- 
hood in  search  of  a  parking  spot, 
Richard  Rosan  recently  threw  in  the 
towel.  He  forked  over  S25.000  for  a  7- 
foot-by- 18-foot  parking  space  in  the 
Park  Slope  Garage  of  Brooklyn.  That's 
about  SI 98  a  square  foot,  not  counting 
maintenance.  "I  have  a  very  expen- 
sive town  house,  and  I  wanted  a  spot 
ot  my  own  to  go  with  it,"  says  Rosan, 
who  knows  a  thing  or  two  about  real 
estate.  He  is  the  senior  vice  president 
of  Silverstein  Properties  and  former 
president  of  the  Real  Estate  Board  of 
New  York.  His  space  is  one  of  the  56 
sold  so  far  by  real  estate  developer 
Howard  Pronsky,  who  is  sponsoring 
the  145-unit,  S4.2  million  Park  Slope 
offering.  For  their  money,  car  condo 
buyers  get  a  deeded  piece  of  property 
and  the  right  to  vote  on  garage  policy. 
Like  residential  condommium  own- 
ers, they  also  have  to  pay  a  monthly 
maintenance  fee  and  real  estate  taxes, 
altogether  about  SI 50  per  month.  And 
while  Rosan  paid  cash,  Pronsky  offers 
parkers  financing  through  the  Dime 
Savings  Bank  of  Williamsburg:  40% 
down,  the  rest  covered  by  a  ten-year 
loan  at  123/»%. 

Just  another  quirky  bit  of  New  York 
lunacy-  Hardly.  The  parking  space 
condo  craze  is  spreading  everywhere 
the  traffic  will  bear  it.  Rex  Fritschi, 
president  of  Rex  Travel  in  Chicago, 
grew  weary  of  being  held  captive  by 
garage  owners.  "They  increase  the 
rent  arbitrarily,  almost  every  year," 


r 


Rosan  at  bis  $25,000  Brooklyn  space 
It's  even  pricier  in  Boston. 

he  complains.  "I  can  see  it  going  up 
and  up  forever."  So  Fntschi  is  pur- 
chasing a  car  condo  for  SI 2,000  in  the 
still  unfinished  garage  under  the  Out- 
er Drive  East  Condominium  where  he 
lives.  Taxes  and  maintenance  will 
cost  him  another  S42  a  month.  Still, 
Fritschi  prefers  that  to  the  SI 50 
monthly  rent  he  is  shelling  out. 

It's  the  same  story  in  Washington, 
D  C.  Karlyn  Barker,  for  example, 
thought  the  owners  mad  when  out- 
door spaces  in  her  building's  parking 
lot  were  being  offered  for  S4.000  each 
m  1976.  "That  was  the  worst  mistake 
I  ever  made  in  my  whole  life,"  she 
says.  "Since  then  the  neighborhood 
has  changed,  and  now  it's  impossible 
to  park." 

Nowhere  is  the  permanent  parking 
spot  more  m  demand  than  in  Boston. 
Take  the  Brimmer  Street  Garage  in 


the  exclusive  Beacon  Hill  sectij 
where  parking  is  scarce  and  moi 
plentiful.  Spaces  that  started  sell 
for  $7,500  and  S9,500  in  1979  are  n 
selling  for  as  high  as  S95,000 — if  3 
can  get  one.  Sure,  there's  good  serv 
available — a  gas  pump,  TV  lounge < 
car  wash  on  the  premises — but  5 
still  have  to  be  in  by  midnight,  wf 
the  garage  closes.  "It's  a  question 
supply  and  demand,"  says  Rot 
Rice,  the  garage's  manager.  "H 
much  do  you  love  your  car?" 

Even  space  in  back  of  homes  i 
apartments  is  being  deeded  off.  F 
Ferris,  a  Boston  commercial  real 
tate  broker,  says  spots  in  some  of 
city's  areas  can  fetch  up  to  S20,0OJ 

With  a  market  like  this,  small  vrt 
der  that  speculators  are  snatching 
parking  spots,  too.  Former  Brookl' 
ite  Madeline  Fndnch  used  to  live 
Park  Slope  but  moved  to  Cape  Ml 
N.J.,  partly  because  she  wanted 
place  to  park  her  car.  She  recei 
bought  three  spaces  in  the  Park  Sic 
Garage,  which  she  plans  to  re 
"With  a  parking  space  she  sa 
"you  don't  have  the  usual  proble 
with  your  tenants,  like  no  heat." 

Some  urban  apartment  shopp 
wouldn't  think  of  buving  withe 
also  getting  a  parking  space.  Wfc 
you  own  a  parking  space,  it  helps  s 
the  apartment,"  says  Richard  Ad 
man,  senior  vice  president  of  \ 
Raynes  Inc..  a  company  that  conve 
rental  apartments  into  cooperativ 
"You'll  be  paid  for  the  value  of  I 
space,  and  you  may  even  get  a  prer 
um  for  your  apartment,"  he  says. 

Despite  their  obvious  popular 
and  rosy  future,  however,  parki 
condos  still  might  not  be  suretire  b 
for  short-term  investors.  If  you  I 
financing  them,  your  cash  flow  mi$ 
end  up  being  negative.  For  example, 
the  Park  Slope  Garage,  you  can  le« 
out  your  space  for  around  S200.  E 
your  debt  service  and  maintenar 
fees  will  total  around  S3 50.  And  do: 
count  on  bemg  able  to  write  off  t 
losses  and  interest  payments.  Wb 
Rex  Fritschi  plans  to  deduct  the  int 
est  on  his  space  as  part  of  his  reside 
tial  mortgage  payment,  tax  partr 
Richard  Bobrow  of  Ernst  6*.  Whinn 
says  it  won't  be  that  easy.  Buyi 
parking  spaces  is  state  of  the  an," 
says.  "There's  no  precedent  on  bx 
the  IRS  will  view  it." 

If  you  buy  a  parking  space  for  I 
personal  use  m  the  building  wh 
you  live,  it  might  be  part  of  a  qua 
residence  interest.  But  if  you  bu 
space  elsewhere  and  lease  it  to 
one,  warns  Bobrow,  you  may  ha 
trouble  with  the  taxman.  It  is  unc 
whether  you  will  be  able  to  use 
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In  the  past,  a  comfortable  pair  of  shoes  was  one  of  the  reasons  a  man  went  home  at  the 
end  of  the  day.  But  they  weren't  something  you'd  wear  at  the  office. 

Now  Rockport  has  created  comfortable,  lightweight  dress  shoes  that  you  can  wear 
anywhere,  anytime.  They're  called  DresSports,  and  they  make  climbing  the  corporate 
ladder  a  lot  more  comfortable. 
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net  income  to  offset  passive  losses  for 
tax  purposes. 

"I  didn't  buy  the  space  for  specula- 
tion," says  Richard  Rosan.  "As  an  in- 
vestment, it's  expensive.  How  much 
can  a  car  space  ultimately  be  worth?" 

Jonathan  Gould  of  Gould  Equities 
Corp.,  a  commercial  real  estate  bro- 
kerage, agrees.  "Appreciation  is  a 
good  concept  as  long  as  what  you're 
buying  isn't  over  the  market  to  begin 
with,"  he  says.  A  good  rule  of  thumb, 
Gould  advises,  is  that  your  mainte- 


By  Barbara  Kallen 

CARING  FOR  AGING  PARENTS  is 
among  the  most  perplexing  and 
poignant  problems  families  face. 
Adult  children  find  it  heartbreaking 
to  see  their  once-vigorous  parents  be- 
come increasingly  dependent.  And  an 
ailing  parent  in  a  family  often  means 
new  financial  pressures,  sibling 
squabbles  and  guilt  feelings  all 
around. 

The  good  news  here  is  that  there  are 
more  lifestyle  options  for  the  elderly 
than  ever  before,  as  their  population 
increases.  The  number  of  people  over 
65  is  expected  to  reach  65  million  by 
the  year  2030,  a  150%  increase  from 
1980.*  As  a  result,  adult  day  care  pro- 
grams, senior  centers,  retirement 
communities  and  nursing  homes  are 
springing  up  to  meet  the  need.  The 
graying  of  America  is  stimulating  re- 
search on  the  elderly,  new  social  agen- 
cies specializing  in  gerontology  and 
the  development  of  products  to  make 
everyday  living  for  older  people  more 
comfortable  (see  box.  p.  246). 

Still,  it's  often  hard  to  know  what  is 
best  for  your  parent.  Fran  Samkoff,  a 
Westchester  County  real  estate  bro- 
ker, became  concerned  about  her  87- 
year-old  mother  when  she  started  re- 
ceiving panicked  calls.  "When  her  sis- 
ter died,  my  mother  became  anxious 


"  And  the  older  population  itself  is  getting  older.  In 
1984  tl)e  65-to-T4  age  group  ( 16. 7  million)  was  otvr 
7  times  larger  tlxtn  in  1900  Tlx  75-toS4  group  (8  6 
million)  uas  11  times  larger  and  tl>e  85-plns  group 
was  21  times  larger. 


nance,  cost  of  money  and  opportunity 
costs  should  be  in  line  with  what  you 
would  rent  out  the  space  for. 

But  for  some,  the  satisfaction  of 
knowing  they  always  have  a  place  to 
park  and  their  car  is  safe  outweighs  all 
financial  considerations.  Eliot  Con- 
siver,  the  original  owner  of  the  Brim- 
mer Street  Garage,  says,  "When  you 
have  s  S50,000  car  and  an  income  of 
SI  million  a  year,  the  creature  com- 
forts are  worth  any  price." 

So  it  seems. 


and  terrified.  She  called  me  up  from 
Miami  every  day  to  say  she  was 
dying,"  says  Mrs.  Samkoff.  "When 
she  checked  herself  into  the  emergen- 
cy room  at  Humana  Hospital-Bis- 
cayne,  I  knew  I  had  to  do  something." 

Samkoff  considered  placing  her 
mother  in  a  nursing  home  or  moving 
her  into  her  own  home  in  Westchester 
County.  Instead  she  hired  Rona  Bar- 
telstone  Associates,  Inc.,  Miami- 
based  gerontology  consultants,  to  set 
up  an  in-home  care  program  for  her 
mother,  Pearl  Holzman.  Now  an  aide 
comes  to  Mrs.  Holzman's  apartment 
every  day.  "She  makes  lunch,  and  we 
go  to  the  mall,"  says  Mrs.  Holzman. 
Not  a  remarkable  afternoon,  but  a  rad- 
ical improvement  from  a  year  ago.  A 
social  worker  from  Bartelstone's  of- 
fice visits  Mrs.  Holzman  once  a 
month  and  stays  in  touch  with  Mrs. 
Samkoff.  "I  have  peace  of  mind  now," 
says  Mrs.  Samkoff,  who  pays  the  aide 
S220  per  week  out  of  her  own  pocket 
because  Florida  Medicaid  doesn't  cov- 
er continuous  custodial  care. 

Mrs.  Samkoff's  decision  to  allow 
her  mother  to  continue  to  live  alone 
reflects  the  growing  trend  around  the 
country  toward  independent  living  for 
the  elderly.  It  fosters  feelings  of  confi- 
dence and  self-sufficiency  in  old  peo- 
ple and  lightens  the  burden  on  their 
adult  children,  who  often  have  re- 
sponsibilities and  children  of  their 
own  to  tend  to.  Today  84%  of  people 
over  85  live  outside  of  institutions  or 
their  children's  homes.  That  is  many 
more,  according  to  researchers,  than 
lived  independently  ten  years  ago. 


And  old  people  don't  have  to  be 
perfect  health  to  be  able  to  take  ca 
of  themselves.  Says  Rona  BartelstoB 
"I  get  a  lot  of  panicky  calls  sayiij 
'Momma  and  Poppa  need  a  nursi 
home.'  Then  I  interview  the  old  p4 
son  and  find  out  that  maybe  she  ta 
a  fall  or  maybe  she  can't  handle  h 
insulin  iniections.  I  can  set  up  a  ca 
plan  in  the  home  that  lets  the  eldei 
person  live  as  she  has  been  used  to. 
If  your  elderly  parent  chooses  i 
live  alone  or  with  an  in-home  aio 
consider  adult  day  care.  Day  care  cj 
dramatically  improve  the  quality 
life  for  an  old  person.  Says  Lili  Howt 
7.7,  who  goes  to  the  Fort  WashingK 
Senior  Center  in  New  York  Cit 
"The  van  picks  me  up  in  the  mornin 
We  have  movies,  bingo,  trips.  Q 
been  coming  here  three  times  a  wa 
for  ten  years,  and  I  love  it."  Mo 
important,  adult  day  care  eases  d 
terrible  isolation  the  elderly  mig. 
suffer.  Says  Dr.  Alice  Kethley,  exec 
tive  director  of  the  Benjamin  Ro 
Institute  for  the  elderly  in  Clevelan 
"The  depression,  confusion  and  di 


Caring  for  elderly  parents  is  never  easy.  But  with  the 
oi  vr-85  group  the  fastest-growing  segment  of  the  popu- 
lation, there  are  more  lifestyle  options  for  the  elderly 
than  eve)'  before. 

The  age-old  question 
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ers  in  the  Three  Quarter  Century  Club  (75  and  over)  take  to  the  diamond 
It.  Pete  and  elsewhere,  the  geriatric  set  is  more  active  than  ever. 


te  Fort  Washington  Senior  Center  in  New  York  City 

nteraction  with  other  people  is  as  important  as  physical  care. 


orientation  many  old  people  suffer  is 
often  due  to  the  fact  that  nothing  hap- 
pens in  their  lives.  Every  day  is  a 
blank.  They  eat,  they  watch  TV.  Inter- 
action with  other  people  is  as  impor- 
tant as  physical  care."  Another  reason 
for  day  care:  It  gives  the  primary  care- 
taker a  break. 

Your  local  branch  of  the  Council  on 
Aging  can  tell  you  about  adult  day 
care  programs  in  your  area,  or  you  can 
contact  the  National  Institute  on 
Adult  Day  Care,  at  the  National 
Council  on  the  Aging,  600  Maryland 
Avenue  S.W.,  West  Wing  100,  Wash- 
ington, D.C.  20024.  Programs  provide 
transportation,  even  for  people  in 
wheelchairs,  with  fees  ranging  from 
$8  to  $25  for  a  six-hour  day,  adjusted 
on  an  ability-to-pay  basis. 

For  those  who  can't  manage  living 
on  their  own  but  don't  need  the  level 
of  care  a  nursing  home  would  provide, 
so-called  Life  Care  communities  are 
an  option.  These  villages,  often  oper- 
ated by  religious  groups,  offer  a  wide 
range  of  living  arrangements  within 
one  compound.  There  are  apartments, 
assisted-living  quarters  and  a  nursing 
home.  A  resident  who  needs  assis- 
tance with  her  insulin  injections,  for 
example,  but  can  otherwise  take  care 
of  herself,  can  arrange  for  someone  to 
come  in  to  her  apartment  each  day 
and  help.  Life  Care  communities  have 
doctors  and  nurses  available  around 
the  clock,  as  well  as  cafeterias  and 
athletic  and  social  facilities.  Most  im- 
portant, Life  Care  communities  guar- 
antee residents  a  spot  in  a  nursing 
home  should  they  ever  need  one. 
With  nursing  home  beds  around  the 
country  becoming  scarce,  that  is  no 
small  comfort.  The  drawback  of  Life 
Care  communities  is  the  cost:  an  "en- 
dowment" fee  of  $30,000  to  $150,000 
and  monthly  rents  of  between  $600 
and  $1,200  for  a  single  apartment. 
Most  residents  sell  their  homes  to 
meet  the  endowment  fee,  and  what 
they  are  getting  is  not  the  same  as  an 
asset  that  they  or  their  children  will 
be  able  to  sell. 

Some  older  people — those  with  de- 
bilitating arthritis,  diabetes,  Parkin- 
son's, Alzheimer's  or  other  conditions 
that  require  round-the-clock  monitor- 
ing— do  best  in  a  nursing  home.  The 
decision  to  go  into  a  nursing  home  is 
almost  always  fraught  with  conflict. 
Old  people  don't  want  to  accept  the 
seriousness  of  their  condition,  while 
their  adult  children  are  likely  to  feel 
guilty  about  "putting  Mom  away." 
Says  Nancy  R.  Wexler,  a  gerontologi- 
cal consultant  in  Tarzana,  Calif.,  "A 
big  part  of  my  job  is  giving  the  prima- 
ry caretaker,  usually  a  daughter,  the 
permission  to  put  Mom  in  a  home. 


Gadgets  for  easier  living 


There  are  many  products  that  can  make 
life  a  little  easier  for  older  people.  Life- 
line Systems  (Nasdaq,  symbol  LIFE)  man- 
ufactures a  special  "Help"  button  that  a 
user  can  press  for  emergency  medical  as- 
sistance when  he  can't  get  to  the  tele-' 
phone.  Generally  worn  as  a  pendant 
around  the  neck,  the  button  pulses  the 
telephone  to  dial  a  local  hospital,  health 
maintenance  organization,  home  health 
care  agency  or  neighbor,  automatically. 
Lifeline  costs  S20  for  installation  and  be- 
tween SI 5  and  S20  per  month,  depending 
on  location.  To  order,  call  800-451-0525. 

There  are  also  talking  clocks,  sound- 
operated  light  switches,  jumbo-size  pushbutton  tele- 
phones and  even  something  called  a  Stocking  Aid, 
which  enables  the  user  to  pull  on  socks,  stockings  and 
panty  hose  without  bending  or  twisting.  These  prod- 
ucts and  more  are  detailed  in  The  Gadget  Book,  a  new 
catalog  produced  by  the  American  Association  of  Re- 
tired Persons  (Scott,  Foresman  &.  Co.,  Gienview,  111. 
S10.95). 

Among  the  book's  other  items:  the  Freestanding  Nee- 
dle Threader,  for  those  who  can't  see  well  (SI);  the 
Telecaption  Color  TV  (S399),  which  decodes  closed- 
captioned  programs  for  the  hearing-impaired;  a  Low- 


The  Gadget  Book 
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Vision  Reading  System,  which  magnifie 
pages  from  books,  newspapers,  letters  C 
any  printed  material  ($1,300  to  S3  500 
and  the  Page  Turner,  which  allows  thos 
with  little  manual  dexterity  to  turn  page 
easily  |S4  to  S  14.50). 

There  are  also  hand-held  reachers  ths 
allow  the  user  to  grasp  objects  on  hig 
shelves  without  stretching  or  strainin 
(S5.50  to  S70);  slip-resistant  flooring  ($1! 
to  S30  per  square  yard);  walker-carrier  a 
tachments  that  allow  someone  with 
walker  to  carry  items  from  the  store  witt 
out  using  his  hands  (S4  to  S44.50);  keyle; 
locks  for  doors  (SI 20),  etc. 
Sears  also  publishes  a  special  catalog  for  the  elderl 
and  disabled  with  an  assortment  of  wheelchairs,  elet 
trie  and  manual  hospital  beds,  and  self-help  kitche 
products  (Sears,  Roebuck  &.  Co.,  925  South  Homa 
Avenue,  Chicago,  111.). 

Then  there  is  Dr.  Leonard's  Health  Care  Catalog,  whic 
features,  among  other  products,  metal  grab  bars  for  tii 
bathroom,  folding  canes,  automatic  seat  lifters  and 
safety  transfer  to  slide  someone  in  and  out  of  tb) 
bathtub.  Also  listed:  the  book  Love  and  Sex  After  40.  (D 
Leonard's  Health  Care  Catalog,  74  20th  Street,  Brool 
lyn,  N.Y.  11232).— B.K. 


The  daughter  may  have  given  up  her 
own  life  caring  for  her  elderly  mother, 
and  she  needs  someone  else  to  take 
away  her  guilt  and  say,  'It's  okay.'  " 

Wexler  likes  to  remind  the  off- 
spring of  aging  parents  that  growing 
old  and  dying  are  an  inevitable  part  of 
life,  not  something  for  which  anyone 
is  responsible. 

Muriel  Mittwol,  who  lived  with 
and  cared  for  her  91 -year-old  mother 
until  her  mother  broke  her  pelvis  two 
years  ago,  found  relief  when  her 
mother  finally  moved  into  a  home.  "I 
hated  to  send  her,  but  we  knew  she 
would  get  the  care  she  needed,"  says 
Mrs.  Mittwol,  a  Long  Island  resident. 
"When  Mom  was  at  home,  I  never 
knew  if  her  aide  would  show  up  on 
any  given  day.  And  I  go  to  work." 

Each  month  all  but  $40  of  Mrs. 
Mittwol's  mother's  Social  Security 
check  goes  to  the  nursing  home.  Med- 
icaid chips  in  the  remainder  of  the 
nursing  home  cost.  "Now  I  visit  Mom 
every  day,  but  at  least  I  have  my  life 
back,"  says  Mrs.  Mittwol.  She  still 
dreams  that  one  day  her  mother  will 
be  able  to  return  home.  "My  mother 
has  a  lot  of  dignity.  She  would  really 
like  to  do  things  for  herself,  to  be 
independent." 

Mrs.  Mittwol  thinks  again.  "What 
she  would  really  like  is  to  be  young." 
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is  features  GM  cars, 
ntiac  Grand  AM 


JPERVALUE  RATES  AREN'T  THE  ONLY  THING 
THAT'S  RED  HOT  AT  AVIS. 


h  you're  hot,  you're  hot.  And  you  don't  want  a 
bntal  company  that  keeps  you  cooling  your 

■At  Avis,  we're  always  trying  harder.  With  red 
l/is  Express®  and  Avis  Rapid  Return™,  no 

company  can  get  you  coming  and  going  any 
[er.  And  you'll  be  traveling  in  a  red  hot  GM  or 

fine  car. 


And  smiling.  Because  with  everything  else, 
you're  getting  a  red  hot  SuperValue  Rate. 

There's  a  wide  selection  of  SuperValue  Rates 
so  call  your  travel  consultant,  or 
Avis  at  1-800-331-1212,  for  the 
one  that's  going  to  make  your 
next  business  trip  even  hotter! 


1 1986  Avis  Rent  A  Car  System,  Inc  ,  Avis® 


AVIS 


The  leisure  industry  is  booming,  creating  a  need  for  yoin 
managers  who  will  take  the  fun  and  games  seriously. 


Living  off 
your  hobby 


By  Jill  Andresky 


Struggling  students  have  al- 
ways dreamed  of  chucking 
their  textbooks  for  life  on  a  Ca- 
ribbean island  or  a  Colorado  ski  re- 
son.  Today  some  of  the  brightest  and 


most  ambitious  young  people  on  cam- 
pus are  turning  such  daydreams  into 
careers.  Leisure  management  is  one  of 
the  fastest-growing,  most  lucrative 
fields  for  today's  business  majors. 

Let's  take  a  look  at  the  market  and 
its  growth.  Last  year  Americans  spent 


S258  billion  on  travel  and  tounsa 
the  U.S.  alone.  That  is  100°o  rc 
than  they  spent  in  1978,  according 
the  U.S.  Travel  &.  Data  Center.  I 
many  businesses  have  doubled  dm 
these  relatively  sluggish  years. 
Benefiting  from  this  trend,  res* 


-*r..*: 


Cathy  Laulor  and frierid  in  waters  off  St.  Thomas 

As  travel  and  resort  businesses  boom,  so  do  career  opportunities  for  the  college-trained. 


Emi  Am's  Got 
Latin  America  Covered. 
More  Cities.  More  74!7s. 

u  i*^ — 

CHICAGO*1^         NEW  YORK- 


WASHINGTON,  D.C.i 


SAN  FRANQSCO 


DALLAS 


,  LOS  ANGELES  HOUSTON, 


MEXICO 
CITY  | 


^GUATEMALA  CITY, 


i  MIAMI 


SAN  SALVADOR 
SAN  JOSE 


No  other  U.S.  airline  flies  to  more  Latin 
merican  destinations  than  Pan  Am.  And  we 
y  from  over  25  cities  in  the  U.S. 

And  no  airline  in  the  world  offers  more  747 
ervice.  We  have  nonstop  747s  from  New  York 
id  Miami  to  Buenos  Aires  and  Rio  de  Janeiro. 
(  us  the  only  nonstop  747  from  Los  Angeles  to 
iantiago.  We  also  offer  convenient  747  service 
)>  Montevideo  and  Sao  Paulo. 

In  addition,  we've  got  new  service  from 
an  Francisco  and  Los  Angeles  to  San  Salvador 
'ery  day,  and  to  San  Jose,  Costa  Rica,  five  times 
week. 

What's  more,  every  Pan  Am  747  to  Latin 
i  merica  offers  our  luxurious  First  Class, 
lipper®  Class  with  its  spacious  6-across  seating 
.ranged  two,  two  and  two,  plus  Economy. 

Fan  Am  WoridFass  Teams  Up  With 
unerican  Airlines  Advantage  Program. 

If  you're  an  AAdvantage  member  you  can 
irn  credit  for  every  mile  you  fly  on  Pan  Am,  and 
deem  accumulated  1986  credits  on  either  Pan  Am 
■  American. 

For  reservations  and  information,  call  your 
avel  Agent,  Corporate  Travel  Department  or 
n  Am  at  1-800-221-1111. 


MARACAIBO  CARACAS 


PANAMA  CITY 


RIO  DE  JANEIRO  J 


.SANTIAGO 


'SAO  PAULO 


'MONTEVIDEO 


BUENOS  AIRES , 


Pan  Am  lb  South  America  .You  Can't  Beat  The  Experience! 

Schedules  subject  to  change  without  notice.  A*Advantage®  is  a  registered  service  mark  of  American  Airlines,  Inc. 


NEW  CAMRY  AMERICAS  M 
TROUBLE-FREE  CAR  MOVES 
CLOSER  TO  PERFECTION. 


The  all-new  Toyota  Camry  is  here.  And  perfection  is  within 

your  reach. 

Camry  has  established  its  reputation  as  the  most 
trouble-free  new  car*  domestic  or  import,  sold  in  America. 

And  the  1987  Camry  is  even  more  impressive.  A  new 
16-vahve  engine  gives  you  more  highway  passing  power, 
and  quicker  acceleration  from  stop.  A  new  aerodynamic 
design  and  a  refined  suspension  make  Camry's  ride  quiet 
and  more  comfortable.  And  front-wheel  drive  with  power- 
assisted  front  disc  brakes  gives  you  confidence  in  any  weather. 

This  Camry  is  designed  for  total  customer  satisfaction, 
and  built  to  achieve  it.  So  is  the  all-new  Camry  Station 
Wagon. .  even  more  of  a  good  thing. 

Toyota  Camry.  It  just  may  be  the  closest  a  car  can  come 
to  perfection.  i  i 


WW 


j 


\ 


1  1  PERFECT  FOR  FIVE. 

Seats  five  adults  in  generous,  deeply  cushioned  velour 
comfort.  Bigger  trunk  than  ever,  with  15.4  cu.  ft.  of  cargo  space 
and  a  low  liftover  height  that  makes  loading  and  unloading  easy. 
And  more,  as  Camry  moves  comfortably  closer  to  perfection. 

Get  More  From  Life. .  Buckle  Up! 
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ASK  TOYOTA 

FOR  ANYTHING 
MORE! 


/. 


Ixiu  'lor  at  the  St.  Thomas  Diving  Club  s/jop 

"Combining  the  sport  you  love  with  solid  business  skills. 


our  own  scuba  operation.  I'm  lean 
a  lot  about  how  to  do  that  now." 

Mark  Coleman,  25,  the  group  s 
manager  for  White  Haven,  Pa. 
Frost  Mountain  Resort,  got  hooka 
skiing  as  a  15-year-old  when  his  1 
ily  moved  to  Canada.  He  clearly  li 
his  work:  "Whoever  thought  I  ci 
earn  $20,000  a  year  while  skiinj 
times  during  the  season  and  hani 
out  with  people  who  love  it  the 
that  I  do?" 

But  Coleman  didn't  win  his  joi 
hanging  out  at  the  slopes, 
trained  for  it.  "We're  as  much 
business  as  IBM.  That's  why  I  a 
sure  I  learned  business  skills  in 
lege.  The  industry  is  so  competi 
that  you've  got  to  know  them  to 
ceed,"  he  says. 

Top  schools  in  the  field,  inclui 
University  of  Denver  and  Mich 
State,  devote  most  of  their  energk 
graduating  well-rounded  business 
dents  who  can  function  equally ' 
in  a  Caribbean  hideaway,  a  V 
Coast  country  club  or  a  downti 
business  hotel.  At  Denver,  studj 
spend  their  first  two  years  stud; 
liberal  arts  and  basic  business  cou 
like  accounting,  marketing,  fin£ 
and  computers.  Only  in  their  ju 
year  do  they  home  in  on  the  part 


Careers 


are  eagerly  seeking  managers.  Weary 
of  training  recruits  from  scratch,  they 
are  competing  for  college  graduates 
who  combine  business  knowledge 
with  enthusiasm  and  affability.  Pro- 
fessor Francis  Domoy,  of  the  Roches- 
ter Institute  of  Technology's  School 
of  Food,  Hotel  &.  Tourism  Manage- 
ment in  Rochester,  N.Y.,  is  happy  as 
can  be  about  the  situation:  In  1978 
RIT  had  about  80  students  majoring 
in  hotel  and  resort  operations.  Now 
the  number  is  up  to  350,  and  still 
growing.  "Our  students  average  at 
least  three  job  offers  upon  graduation, 
at  entry-level  salaries  that  range  from 
$19,000  to  about  $23,000.  The  poten- 
tial is  for  salaries  of  $100,000  or  more 
for  managers  of  large  resorts  or  for 
executives  at  the  big  chains,"  says 
Domoy.  Along  with  the  pay  go  such 
pleasant  perks  as  free  use  of  facilities 
and  free  housing. 

Cathy  Lawlor,  a  22-year-old  Texan, 
took  up  scuba  diving  as  a  hobby  in 
college.  After  graduation  she  and  her 
husband  moved  to  the  U.S.  Virgin  Is- 
lands, where  both  found  jobs  teaching 
scuba  at  the  St.  Thomas  Diving  Club. 
"Besides  instructing,  I've  just  recently 
become  manager  of  the  club's  retail 
store,"  says  Lawlor.  Her  long-term 
goal?  "My  husband  and  I  want  to  own 


FORBES  GIFT  SUBSCRIPTION 


Peter  Carl  haberge 
(Russian  1846-1920) 
ROSEBUD  EGG 

Presented  by  Czar  Nidmlas  II  to  bis  wife 
Czarina  Alexandra  Feodoroina,  Easter  1895 

Photo  Credit  lxirr\'  Stein 

For  the  executive  or  investor  who  has  yet  to  find  a  business  magazine  that  can  be 
valued  and  enjoyed,  no  gift  could  be  more  welcome  than  a  subscription  to  Forbes.  Every 
other  week,  Forbes  covers  significant  trends  in  finance  and  the  economy,  reviews  the 
track  record  of  individual  companies,  offers  an  array  of  stock  market  experts.  In  a 
business  world,  where  so  much  news  is  routine,  Forbes  offers  the  exciting,  the 
unexpected  and  the  unique.  A  gift  subscription  to  Forbes  is  something  to  remember  and 
be  remembered  by.  To  order  use  the  gift  order  card  in  this  issue,  or  send  your  gift  list  to: 
Forbes,  60  Fifth  Avenue,  New  York,  N  Y.  1001 1 

An  elegant  gift  announcement  (shown  above)  will  be  sent  to  each  recipient 


Forbes  Gift  Rates 

One  1-year  gift  (28  issues)  . . .  $42 

Ten  or  more  gifts  . . .  $29  each 


Rate  in  Canada  $77C  a  year 


Mark  Coleman,  group  sales  manager  at  Jack  Frost  Mountain  Resort.  White  Haven.  Pa 
"Whoever  thought  I  could  earn  $20,000  a  year  while  being  able  to  go  skiing?' 


lars  of  the  trade:  courses  on  food  eval- 
uation principles,  sanitation,  purchas- 
ing and,  perhaps,  resort  design  and 
management. 

Most  schools,  like  South  Carolina's 
Clemson  University,  train  students  to 
enter  the  leisure  industry  through 
sales  and  marketing.  Thus  Coleman, 
a  1983  graduate  who  hopes  to  manage 
a  ski  resort  one  day,  divides  his  work- 
day between  selling  ski  packages  to 
tour  groups  and  ski  clubs,  handing 
tickets  to  customers  and,  during  the 
off-season,  "hitting  the  road  to  con- 
vince groups  to  come  skiing  here." 

Rochester  Institute  of  Technology 
takes  a  different  approach,  training  its 
students  to  move  to  management 
through  a  series  of  operational  jobs. 
"A  student  who  wants  to  manage  a 
golf  course  or  country  club  might 
start  with  an  entry-level  turf-mainte- 
nance job.  Then  he'd  become  assis- 
tant manager  of  operations,  still 
working  primarily  with  turf  and  irri- 
gation, and  after  that  start  working 
with  the  general  manager  of  the  entire 
property,"  says  Professor  Domoy. 
'We  think  the  most  effective  manag- 
ers are  those  who  know  not  only  all 
the  standard  business  skills,  but  also 


about  the  technology  of  their  field." 

Dale  Stoker  is  a  case  in  point.  After 
being  graduated  from  RIT  he  spent 
three  seasons  at  a  ski  resort  in  central 
New  York,  working  as  a  lift  foreman 
and  in  other  operations  jobs.  But  then, 
aided  by  his  knowledge  of  resort  de- 
sign, energy  management,  marina 
technology  and  the  like,  he  crossed 
over  to  a  management  job  at  Bristol 
Harbour  Village,  a  lakefront  condo- 
minium and  resort  complex  in  Can- 
andaigua,  N.Y.  "My  responsibilities 
include  managing  270  condomini- 
ums, as  well  as  a  100-slip  marina  and 
our  own  sewage  and  water  plants," 
says  Stoker.  The  job  is  rewarding,  as 
well  as  challenging:  He  earns  about 
$35,000,  lives  in  free  housing  [a  1,700- 
square-foot  house  bordering  the  golf 
course)  and,  of  course,  enjoys  all  re- 
sort facilities. 

At  RIT  those  interested  in  running 
golf  courses  take  classes  in  the  com- 
parative costs  and  advantages  of  dif- 
ferent grass  seed  varieties  and  new 
irrigation  systems.  Students  with 
leanings  toward  marina  operations 
learn  about  floating  docks  and  dry- 
rack  boat  storage  systems. 

For  Debbie  Guerinot,   who  was 


graduated  from  RIT  in  February, 
type  of  in-depth  training  has  alr< 
paid  off  with  a  job  at  Disney  VJi 
where,  as  assistant  supervisor  foi 
marina  and  guest  services,  she  su 
vises  about  60  employees. 

Most  leisure-management 
grams,  like  RIT's,  require  student 
have  some  type  of  work  expenenc 
a  hotel  or  resort.  Guerinot  worked 
way  through  a  series  of  jobs  at  R( 
ester's  Marriott  Hotel,  including  ■ 
cierge,  front  desk  clerk  and  rese 
tion  clerk. 

These  internships  can  be  eye-o] 
ing.  Says  Robin  Fischer,  a  senior  at 
University  of  Denver,  "Someti 
it's  frustrating.  I've  been  in  jobs  wl 
I  feel  that  management  is  way  be! 
us  in  terms  of  everything  wi 
learned  about  their  industry  and  o 
ations."  Her  goal:  "A  starting  salai 
the  high  teens  or  low  20s,  and  a 
abroad  as  soon  as  I  can  convince 
new  employer  to  send  me." 

Cathy  Lawlor  puts  it  another  \ 
"You  can  only  go  so  far  with  sc 
diving  alone.  But  when  you  coml 
the  sport  you  love  with  solid  busii 
skills,  there's  no  limit  to  what 
can  achieve."  ■ 
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TO  KINDLE  A  GREAT  FIRE;  BEGIN  WITH  A  BRILLIANT  SPARK. 


Every  quality  diamond  of  a 
:  or  more  is  one  of  natures  rarest 
c  nost  exquisite  phenomena  — 
i  more  fire;  more  sparkle  and 
:  illation. 

Each  is  a  visible  reflection  of 
i  Unique  in  all  the  world; 


possessing  four  characteristics  that 
set  it  apart  forever.  They  are  called 
the  4<§'s:  Cut;  Color,  Clarity  and 
Carat -weight.  These  determine  the 
value  of  a  diamond  — and  to  an 
astonishing  degree,  the  beauty  and 
value  of  your  jewelry 


Your  jeweler  is  the  expert 
where  diamonds  are  concerned. 
His  knowledge  can  help  make  the 
acquisition  of  a  quality  diamond 
of  a  carat  or  more  the  beautiful, 
rewarding  experience  it  should  be. 

A  diamond  is  forever. 


'  ig  shown  features 

:y  diamond  of  2.66  carats. 

re  information,  call 
1  421-9631; 

call  213-837-9135. 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  MORE. 
AFIRE  RARELY  SEEN. 
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Edited  by  Gary  Slutsker 


A  household  nameski? 


Not  everybody  is  having  problems 
negotiating  with  the  Russians 
these  days.  Consider  designer  Pierre 
Cardin,  whose  594  licensees  in  94 
countries  will  generate  over  $1  billion 
in  sales  this  year.  "Next  April  my 
20,000-square-meter  store  will  open 


in  Moscow,  with  Madame  Gorbachev 
on  hand,"  says  Cardin,  65,  in  his 
heavily  accented  English.  "The  Soviet 
Union  is  not  the  same  as  it  was  30 
years  ago.  Today  they  are  interested  in 
the  fashion  business." 

Cardin  doesn't  own  the  Moscow 


■ 


Pierre  Cardin 

"Russia  is  not  the  same  as  it  was  30  years  ago. 


megastore;  the  Soviet  governr 
does.  And  the  work  of  other  desia 
may  be  sold  there.  But  Muscol 
will  be  unlikely  to  find  the  same  j 
tailoring  that  Cardin's  western  | 
tomers  have  been  accustomed  to.l 
Soviets  will  manufacture  Pierre 
din  shirts,  pants  and  suits  in  3m 
tories  working  from  the  desigj 
patterns  for  three  basic  body  si 
small,  medium  and  large. 

Still,  Cardin  is  hopeful  that  ii 
first  year  the  shop  will  turn  a  profl 
which  case  Cardin  will  take  his 
partly  in  Russian  caviar  and  vc| 
which  he'll  sell  back  in  his  Max| 
restaurant  chain.  "Right  now  wJ 
finishing  the  interiors,"  he  says.  'I 
window  displays  will  be  beau! 
like  in  Paris  or  New  York." 

Could  Cardin  possibly  be  dilu 
the  value  of  his  reputation  by  liru 
it  to  shoddy  Soviet  workmans 
Critics  say  he  has  already  license* 
name  too  much.  "There  is  much 
ousy,"  Cardin  tells  Forbes. 

"In  this  country,  for  example,  t 
marx  makes  my  men's  suits,"  hi 
plains.  "Maybe  some  of  the  ma 
are  better  than  others,  but  that  is 
it  is.  The  more  licensees  I  have; 
more  I  will  be  recognized  arounc 
world." — Jeffrey  A.  Trachtenberg 


Dan  Quixote 

Dan  Good,  46,  is  the  new  mana 
director  in  charge  of  leverage 
quisitions  at  Shearson  Lehman  Bl 
ers  and  is  that  American  Express 
sion's  big  hope  for  getting  a  bi 
piece  of  the  takeover  business.  C 
left  his  job  as  head  of  mergers  at1 
Hutton  over  the  summer  to 
Shearson  in  July  at  a  reported  salai 
$2  million  a  year.  He  recently  ffl 
himself  in  a  touchy  situation, 
than  three  months  after  he  left 
Hutton,  his  new  employer  was 
mored  to  be  making  a  $1.5  bi) 
offer  to  acquire  it.  Good  denies  th; 
would  have  anything  to  do  with  ; 
a  move,  but  others  are  not  so  sun 
At  Hutton,  Good  earned  the  m 
ker  "Wall  Street's  Don  Quixote 
making  several  bold  but  unsucce; 
takeover  attempts,  including 
Turner's  wildly  speculative  $5.4 
lion  stab  at  CBS.  Sticks  and  stc 
says  Good.  "I  built  up  the  mergers 
acquisitions  department  from  nt 
nothing,"  he  says,  to  contribute 
million  in  revenues  last  year  to 
Hutton.  But  when  he  left,  Hutton 
was  not  a  major  factor  in  the  garr 
Good  spent  23  years  at  A.G.  Be 
Paribas,  which  he  joined  after  grai 
tion  from  the  University  of  Chics 
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&T  IS  IN  THE  MIDDLE 
IF  ALL  THE  ACTION. 


The  conference  in  London  was 
in  full  swing.  Ideas  were  flying. 
Proposals  were  being  made. 
They  had  everything  they 
needed  except  the  one  thing  they 
needed  most:  an  American 
firm  to  handle  the  deal. 

That's  when  they  took  the  call 
from  America.  A  business 
associate  they'd  once  worked 
with  was  calling  to  say  hello. 
Perfect  timing.  And  a  perfect 
opportunity  to  work  the  deal 
out  together. 

That's  the  kind  of  opportunity 
you  create  for  yourself  when 
you  use  AT&T  International 
Long  Distance  Service  to  keep 
in  touch  with  your  business 
associates  overseas.  And 
that's  just  the  beginning  of  the 
services  AT&T  offers  both 
internationally  and  in  the  U.S. 
To  find  out  just  how  well  those 
services  can  work  for  you,  call 
your  Account  Executive  or  an 
AT&T  Sales  Specialist  toll  free 
at  1800  222-0400.  ©1986  at&t 


AT&T 

The  right  choice. 
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Shearson  Lehman  Brothers'  Dan  Good 


Why  dwell  on  the  past? 


business  school  in  1 963.  There,  he  says, 
he  built  up  Becker's  mergers  and  acqui- 
sitions department.  A  former  associate 
of  Good's  from  the  Becker  days  says 
Good  was  too  busy  running  the  rest  of 
the  firm  to  devote  much  time  to  merg- 
ers. Good  doesn't  care  to  debate  the 
point.  He's  too  busy  with  his  current 
deals,  he  says,  to  dwell  on  the  past. 

Whatever  the  past,  his  latest  project 
is  a  whopper:  the  $3.6  billion  takeover 
bid  for  Allied  Stores  by  Edward  DeBar- 
tolo  and  Paul  Bilzerian,  in  which  his 
new  employer  is  putting  up  $1.6  bil- 
lion. "It's  the  biggest  single  stake  by  an 
investment  bank  in  any  one  deal  ever 
in  the  world,"  says  Good. 

If  the  deal  succeeds,  Good  emerges 
as  a  big  player  in  the  hottest  game  on 
Wall  Street. — Matthew  Schifrin 


Financial  scorekeeper 

Without  a  doubt  Textron  has  the 
best  record  at  unrelated  diversifi- 
cation today,"  says  Royal  Little,  fa- 
ther of  the  diversified  conglomerate 
idea  and,  inter  alia,  the  founder  of 
Textron. 

But  there  is  more  than  chest-beat- 
ing in  this  remark  from  the  redoubt- 
able Little,  who  at  age  90  is  a  consul- 
tant and  chairman  of  Lonsdale  Enter- 


prises, based  in  Providence,  R.I.  He  is 
also  issuing  a  warning  to  anyone  try- 
ing to  duplicate  his  success.  "You 
couldn't  do  what  I  did  with  Textron 
today  because  prices  are  just  too  damn 
high,"  he  says.  "Back  then  I  was  pay- 
ing eight  times  earnings  for  what  I 
purchased."  Today  a  takeover  artist 
can  expect  to  pay  roughly  15  times 
earnings  for  a  company. 

In  addition  to  the  sin  of  overpaying, 
Little  cites  the  sin  of  buying  compa- 
nies that  are  too  damned  big.  "It's 
much  more  difficult  to  be  successful 
when  you  buy  something  really  big," 
says  Little.  "Usually  you  can  only  buy 
it  when  it's  not  doing  so  well."  Little 
always  bought  small  companies  that 
didn't  contribute  more  than  10%  to 
the  overall  sales  of  the  conglomerate. 
"Mistakes  happened  so  infrequently 
that  we  could  hide  them,"  he  says. 

The  real  key,  of  course,  lies  in  the 


ability  of  a  purchaser  to  buy  good 
crating  people.  "Most  people  do 
realize  that  you  have  to  depend  on 
division  managers,"  Little  says 
have  always  made  sure  they  had 
incentives  to  do  a  good  job." 

But  Little  warns,  "Don't  try  to 
them  how  to  run  the  business 
can't  run  a  conglomerate  from 
home  office.  All  we  did  was  keeps 
on  the  financials." — Jack  Willoughl 


Citizen  Shikanai 

When  U.S.  companies  go  to  Ja 
it  is  very  difficult,"  exp] 
Haruo  Paul  Shikanai,  41.  Anc 
should  know. 

Despite  his  tender  age,  Shikanj 
the  chairman  and  sole  owner  o| 
pan's  biggest  media  conglomel 
Fujisankei  Communications  Gi 


Royal  Little  in  a  sand  trap 

"You  couldn't  do  what  I  did  with  Textron  today." 


NewDay 


OCTOBER  25,  DAYCO  CORPORATION  BECAME  DAY  INTERNATIONAL 


DAY  International.  Formerly  Dayco 
Corporation.  Same  symbol:  DAY. 
A  restructured  company  with  a  new 
international  orientation. 

New  DAY  International  consists  of 
retained  properties  that  enable  us  to  do 
the  things  we  do  bcst-and  most 
profitably: 

DAY  International  consists  of  the 
Printing  Products  and  Textile  Products 
Divisions;  Cadillac  Plastics.  Colonial 


Rubber,  L.E.  Carpenter,  Allen  Industries 
and  BenePlan  Strategies. 

Interests  sold  to  Armstrong  Rubber 
include  worldwide  rubber  operations, 
consisting  of  belts,  hose  and  couplings 
for  the  automotive  and  industrial 
markets. 

It's  a  whole  new  DAY. 

DAY  International,  Dayton,  Ohio,  USA. 

You'll  be  hearing  more  about  us  on 
The  Street-and  soon! 


I  corporate  name  change  is  subject  to  sio<  k holder  approval  at  the  annual  meeting.  For  more  information,  write:  DAY  Investor  Relations  Dept..  333  West  First  Street,  Dayton,  Ohio  45402 


(1985  revenues,  S3. 4  billion),  which 
has  holdings  in  everything  from 
newspapers  and  advertising  agencies 
to  television  and  radio  stations.  "The 
problem  is  that  Americans  do  not  un- 
derstand the  Japanese  heart,"  says 
Shikanai. 

Five  years  ago  Fujisankei  itself  was 
looking  for  a  way  into  the  Japanese 
heart.  The  empire's  crown  jewel,  Fuji 
Television  Network,  was  last  in  a 
field  of  four.  Shikanai 's  father,  who 
founded  the  conglomerate  in  1954, 
pulled  his  son  from  the  radio  network 
and  gave  him  the  job  of  fixing  the  TV 
ratings. 

Shikanai,  then  35,  replaced  a  stable 
of  aging  programmers  with  creative 
people  his  own  age.  Within  two  years 
sitcoms  and  variety  shows  had  re- 
placed old  room-emptying  mannered 
dramas,  and  Fujisankei  was  first  in 
ratings,  where  it  has  remained. 

For  many  Japanese,  expansion 
means  buying  properties  in  the  U.S., 
especially  while  the  yen  is  strong.  Not 
to  Shikanai,  who  says,  "We  are  a  Japa- 
nese mass  communications  busi- 
ness," and  plainly  intends  to  keep  it 
that  way.  His  largest  U.S.  asset?  A 
Park  Avenue  condominium  bought 
for  the  head  of  his  New  York  news 
bureau. — G.S. 


Bureau  of  Indian  .Affairs'  Swimmer 
$30  billion  later,  still  no  jobs. 


No  reservations  about 
the  free  market 

If  Ross  Swimmer  had  his  way,  the 
Bureau  of  Indian  Affairs,  like  the 
Marxist  state,  would  one  day  wither 
away.  An  arrow-thin,  lance-tall  man 


Faces 

Behind  the  Figun 


of  43,  Swimmer  is  Assistant  Secri 
of  the  Interior  for  Indian  Affairsj 
since  December  1985  he  has  he| 
the  BIA,  presiding  over  its  SI -bill 
a-year  budget.  A  onetime  bankei 
principal  chief  of  the  U.S.'  seq 
largest  Indian  tribe,  the  Oklafj 
Cherokees,  he's  an  enthusiastic  I 
er  of  the  Administration's  polifl 
tribal  self-determination. 

Swimmer  thinks  past  governi] 
efforts  to  help  tribes  have  often 
more  harm  than  good,  cultivj 
what  he  calls  a  "program  merj 
ty" — the  notion  that  you  solve  1 
lems  with  government  hand< 
"We  spent  over  S30  billion  in  the 
ten  years  to  upgrade  the  social 
living  conditions  of  the  tribes, 
says,  referring  to  total  governi 
spending,  "but  what  we  didn't  | 
follow  that  up  with  jobs." 

The  best  hope,  Swimmer  belie 
lies  in  exploiting  Indian  entrepren 
lal  talents.  In  September  he  awa( 


Haruo  Shikanai  of  Fujisankei  Communications 
"Americans  do  not  understand  the  Japanese  heart." 


i  ad 
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JTART  EACH  DAY  WITH  A  5MILE. 


ITH  THE  NEW  YORKER  DIARY 
FOR  1987,  \TS  ALMOST 
IMPOSSIBLE  NOT  TO. 

We've  selected  50  all-time  classic  New  Yorker  cartoons 
ind  sprinkled  them  through  the  pages  to  be  appropriate 
:o  the  season.  And  we've  supplied  you  with  ample 
*oom  in  which  to  keep  track  of  each  day's  appoint- 
ments and  all  the  things  you  want  to  remember. 

The  design  is  distinguished  and  very  New  Yorker: 
Eustace  Tilley-patterned  endpapers,  The  New  Yorker's 


own  distinctive  typeface,  even  a  special  About  Town 
listing  of  telephone  numbers  and  addresses  at  the  front. 

The  overall  size  is  a  large  IOV2"  x  8".  You  can  choose 
handsome  hard  covers  in  either  leather-textured  brown 
or  midnight  blue.  And  you  can  get  your  name  or  ini- 
tials imprinted  to  match  the  gold-embossed  title  on  the 
cover. 

It's  the  most  cheerful  appointment  book  you'll  ever 
find.  It's  appropriate  for  business  or  personal  use.  And 
to  spread  the  smiles  around  a  bit,  it  makes  a  wonderful- 
ly civilized  gift  for  friends  and  associates. 


copies  of  The  New  Yorker 


Please  send  me 
Diary  For  1987  as  indicated  below. 
 copies  in  blue  binding   copies  in  brown  binding 

@  $15.  (1049)  @  $15.(1051) 

 copies  in  blue  binding   copies  in  brown  binding 

with  name  imprinted  with  name  imprinted 

@  $17.  "(1050)  (gj  $17. "  (1052) 

□ 


add  $2.50  for  postage  and  handling. 
My  check  for  $  is  enclosed.  (New  York 


residents  please  add  sales  tax. ) 

□  American  Express  □  MasterCard  □  VISA 
Account  #   Exp.  Date  


Send  order  to: 

The  New  Yorker*  P.O.  Box  10850*  Des  Moines,  I A  50336 

Name 
Address 


City 

Signature 


State 


Zip 


Imprint  name(s)  (Please  prim  clearly.  Imprint  limiteJ  to  22  letters.  If  necessary, 
add  additional  names  on  a  separate  sheet. ) 
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three  $250,000  contracts  to  help  Indi- 
an entrepreneurs  attract  outside  busi- 
ness to  the  reservations.  "The  empha- 
sis will  be  to  create  jobs,"  he  says. 

As  for  the  BIA  itself,  Swimmer  has 
lately  begun  contracting  out  to  the 
tribes  the  management  of  many  of  the 
services  the  BIA  itself  always  provid- 
ed: education,  social  services,  law  en- 
forcement and  facilities  management. 
Altogether,  such  services  account  for 
about  $300  million  of  the  BIA's  $1 
billion  annual  budget. 

A  total  solution?  Hardly.  Concedes 
Swimmer,  "It  simply  transfers  the  bu- 
reaucracy from  the  federal  govern- 
ment to  the  tribes." — fames  Cook 


Waiting  for  new  hardware 

I once  thought  about  putting  every 
cookbook  in  the  world  on  a  com- 
pact disk,"  says  Robert  Clarke,  58, 
head  of  $296  million  (1985  sales)  Gro- 
lier  Inc.,  the  Danbury,  Conn. -based 
encyclopedia  and  reference  book  pub- 
lisher. Instead,  Clarke  put  Grolier's 
Academic  American  Encyclopedia  on  a 
disk  and  has  been  selling  it  in  com- 
puter stores  since  January  for  $199,  vs. 
$800  for  the  printed  version. 

Unfortunately,  sales  are  sluggish,  in 
part  at  least  because  the  disk  cannot 
be  used  except  on  a  $900  player  made 
by  Sony  and  Philips — and  only  30,000 
players  have  been  sold.  For  Grolier  to 
succeed,  it  needs  a  new,  inexpensive, 
mass-marketable  player  that  hooks 
directly  to  a  television  receiver  with- 
out a  computer.  Not  even  Clarke  ex- 
pects this  before  1988. 

The  electronic  ploy  is  a  long  shot, 
and  Grolier  could  sure  use  a  boost. 
Ten  years  ago,  when  Clarke  took  over, 
Grolier  was  gasping.  Clarke  injected 
cash  and  hope  into  the  company,  but 
earnings  are  down  37%  for  the  first 
half  of  1986.  Debt  is  still  high,  and 
Grolier's  encyclopedia  market  share 
lags  behind  that  of  Encyclopaedia  Bri- 
tannica,  World  Book  and  others.  Now 
Grolier  is  a  rumored  takeover  target. 

Clarke's  legacy  has  been  to  turn 
Grolier  into  a  direct-mail  marketer. 
Since  he  disbanded  Grolier's  expen- 
sive direct-sales  force  two  years  ago, 
mail-order  sales  now  account  for 
three-quarters  of  overall  sales  in  the 
U.S.  and  Canada.  Besides  the  bread- 
and-butter  reference  books,  Clarke 


Grolier's  Bob  Clarke 

Playing  a  long  shot  in  electronic  encyclopedias. 


is  Encyclopaedia  Britannica,  tha 
dustry  revenue  leader,  worried* 
way  of  reply,  Robert  P.  Gwinn^ 
chairman  of  Chicago-based  Brjl 
nica,  first  puts  another  quesj 
"Have  you  ever  sat  down  and  trie 
read  several  pages  on  a  compj 
screen?"  He  adds:  "There  will  ah 
be  a  place  for  the  books." 

The  218-year-old  publishing  he 
(1985  sales,  $350  million),  owned 
foundation  that  benefits  the  Univ 
ty  of  Chicago,  has  fashioned  and 
on  to  a  unique  business  franchise, 
year  it  sold  1 50,000  sets  of  Encycla 
dia  Britannica  in  the  U.S. — lar 
door-to-door — by  1,800  salespeo 
Add  to  that  its  Compton's  and  Yc 
Children's.  Encyclopedia  lines,  andl 
have  about  half  the  entire  English! 
guage  encyclopedia  market. 

Gwinn,  who  ran  Sunbeam  Corp 
fore  taking  over  Britannica  in  1 
may  sound  smug  when  it  come 
competitors  like  Grolier.  But  h 
hardly  indifferent  to  a  trend 
threatens  all  publishers  equ. 
Readers,  it  seems,  are  devoting 
time  to  books  these  days.  What  to 
Not  one  to  beat  around  the  bi 
Gwinn  sized  up  the  situation  ani 
May  took  decisive  action,  paying 
million  to  buy  Evelyn  Wood  Reat 
Dynamics. — f.P. 


sells  everything  from  figurines  to  pho- 
to processing  through  the  mail. 

The  mail-order  strategy  hasn't  paid 
off  yet.  But  if  a  market  ever  develops 
for  electronic  encyclopedias,  Clarke 
would  have  an  edge  over  the  competi- 
tion, which  still  sells  door-to-door. 

It's  a  big  "if." — Jan  Parr 


Low  tech  lives 

W  n  the  encyclopedia  wars,  also-ran 
K  Grolier  Inc.  may  indeed  have  shak- 
en up  the  competition  by  putting  an 
encyclopedia  on  a  compact  disk,  but 


Sore  Leonard 


Encyclopaedia  Britannica  's  Gwinn 
Sticking  with  print. 
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As  Chairman  and  Founder  of  a  company  that  specializes  in 
iiding  information  on  the  computer  industry,  I  know  the  vital  role  top  management 
t  t  play  in  directing  their  company's  information  systems  investments.  I  also  know 
i important  Forbes  Magazine  is  to  these  decision-makers. 

That's  why  we're  so  excited  about  joining  forces  with 
|es  to  produce  a  series  of  special  supplements  designed  to  help  executives  better 
hrstand  their  computer  and  communications  equipment  options,  j  j 


0 


rbes'  1987 
^formation 
idustry 
Supplements 

NFORMATiON: 
fiE  STRATEGIC 
[ESOURCE  FOR 
'HESO'S 

IE 

[INDUSTRIALIZATION 
'■  AMERICA: 
)MPUTERS  IN 
ANUFACTURING 

ue  Date  January  12 
sing  Date  November  17 

TELLIGENT 
JILDINGS:  LINKING 
)MPUTERS  AND 
MMUNICATIONS 

ue  Date  April  20 
'Sing  Date  February  23 

)MMJTER 
YSTEMS& 
)FTWARE  FOR 
JSINESS  AND 
DUSTRY 
ue  Date  June  29 
'Sing  Date  May  4 

{ENDS  IN 

)MMUNICATIONS: 
rr  WORKS  FOR 
NMORROW 

ue  Date  September  21 
ising  Date  July  27 

FFICE 

JTOMATION  & 

ESKTOP 

)MPUTING 

ue  Date  October  19 
ising  Date  August  24 


Chairman  of  the  Board 
International  Data  Group 


Use  Forbes'  IDC  Information  Industry 
Supplements  to  Promote  Your  Information 
Technology  and  Services  to  Top  Business 
Executives  and  Decision-Makers. 


Forbes 

INFORMATION 
INDUSTRY 
SUPPLEMENTS 


Success  in  the  decade  ahead 
will  belong  to  those  organizations 
who  invest  in  information  sys- 
tems today  and  tomorrow.  Virtually 
V.V"»V  a"  business  enterprises  will 
  have  to  integrate  advanced  com- 
puter and  communications  technology  into 
their  everyday  operations.  In  response  to  this 
challenge,  Forbes  Magazine  has  teamed  up 
with  International  Data  Corporation,  the  leading 
research  and  consulting  firm  serving  the  infor- 
mation industry,  to  produce  a  series  of  five 
special  advertising  supplements  in  1987. 

Forbes'  Information  Industry  supplements 
enable  advertisers  of  computer,  communica- 
tions, office  automation  and  peripheral  equip- 
ment, software  and  services  to  effectively  reach 
America's  most  influential  business  audience. 
Each  supplement  will  address  a  specific  area  of 
information  technology,  and  will  provide  an 
ideal  environment  for  your  company  message. 


In  addition  to  this  supportive  text,  participants 
will  receive  free  reprints,  reader  service  card 
listing,  and  bonus  distribution  at  major  infor- 
mation industry  trade  shows  and  through  direct 
mail. 

The  combination  of  Forbes'  powerful  execu- 
tive and  computer  influential  audience  and  IDC's 
twenty-three  years  experience  and  recognized 
expertise  in  its  field  provide  a  most  valuable 
opportunity  for  advertisers  of  information 
products  and  services.  Make  Forbes'  Information 
Industry  supplements  part  of  your  1987  mar- 
keting plans.  For  reservations  and  additional 
information,  contact  Joseph  L.  Levy  at  IDC  at 
(617)  872-8200,  Arnold  J.  Prives  at  Forbes  at 
(212)  620-2224,  or  your  Forbes  representative. 


ftrbes 

Capitalist  Tool 


Financial  information  so  insi< 
it's  almost  like  being 
a  member  of  the  board. 


When  it  comes  to  your  investments, 
time  really  is  money.  The  longer  it 
takes  you  to  find  out  what  the  insiders 
know,  the  more  it  can  cost  you. 

That's  why  it  pays  to  watch 
Financial  News  Network  on  cable 
television. 

From  6am  to  7:30pm  (ET),  Monday 
through  Friday,  FNN  provides  a 
constant  stream  of  up-to-the-minute 
news,  as  well  as  stock,  bond  and  com- 
modity updates  and  analyses. 

There  are  also  FNN's  continuous 
NYSE  and  AMEX  stock  tickers,  exclu- 
sive market  summaries  updated  every 
60  seconds,  plus  the  only  NASDAQ 
"over  the  counter"  ticker  anywhere. 


FNN  brings  you  the  latest  from 
inside  the  boardrooms  where  deci- 
sions affecting  your  money  are  made 
—so  you  can  make  your  own  decisions 
more  profitably. 

It's  all  live  and  immediate.  When 
news  breaks,  FNN  viewers  know  it 
and  can  use  it  within  minutes. 

So  tune  in  FNN  today.  Consult 
your  cable  listings  for  the  FNN 
channel,  or  call  your  local  cable 
operator. 


Financial  News 


rODAY'S-fTRADING 


COs.,  ATI  Las* 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


fe  Dow  beat  the  market  2-to-l.  But  that  was  primarily 
[ause  one  Dow  stock,  Goodyear  Tire  &  Rubber,  jumped 
points  in  two  weeks.  Goodyear,  which  diversified  into 
ergy  with  the  purchase  of  Celeron  in  1983,  was  getting 
pntion  as  a  takeover  candidate.  Responding  to  this,  it 
bounced  that  it  might  restructure. 
Dow  Jones  stocks  Du  Pont,  Kodak,  General  Motors  and 
kaco  had  more  modest  two-week  gains.  Those  advances 
upled  with  the  24.3%  increase  in  Goodyear  pushed  the 


equally  weighted  30-stock  Dow  average  to  a  2.2%  two- 
week  gain.  The  capitalization-weighted  NYSE,  however, 
increased  only  1.2%.  And  the  cap-weighted  Wilshire  in- 
dex of  5,800  stocks  rose  only  1.1%. 

What  about  small  companies?  The  Nasdaq  posted  a 
more  modest  two-week  gain  of  0.9% .  But  Amex  shares  ran 
counter  to  the  market  and  fell  0.9% .  For  the  last  52  weeks 
Amex-listed  issues  are  up  only  15.7%,  compared  with 
gains  of  26.7%  for  NYSE  and  23.2%  for  Nasdaq  stocks. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


rcent  change 

Wilshite 
5000 

Forbes 
5002 

Dow  (ones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

last  4  weeks 

2.3 

2.2 

3.5 

2.5 

0.1 

1.4 

i  last  52  weeks 

25.8 

22.2 

35.1 

26.7 

15.7 

23.2 

Stock  performance  based  on  six  key  investor  yardsticks 

rcent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

last  4  weeks 

3.2 

3.3 

4.8 

1.6 

2.7 

1.6 

1.0 

1.6 

3.3 

2.3 

2.5 

1.0 

last  52  weeks 

30.3 

42.7 

62.5 

32.3 

22.0 

35.7 

25.5 

40.9 

52.6 

38.6 

37.6 

27.7 

shiie  index  reflects  price  performance  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Based  on  sales.  3  A 
k's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  4  A  quantitative  evaluation  of  a  stock's 
vth  image,  determined  by  Wilshire  Associates. 

e:  All  data  for  periods  ending  10/24/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


Elie  l       M.  s  a  breather.  While  investors  were  pushing  up 
in  eight  of  the  nine  Wilshire  sectors,  they  had 
rid  thoughts  about  energy.  During  the  two  weeks 
i  !  )ct  24  the  average  energy  stock  fell  2.2%.  The 
est  percentage  declines  were  not  in  the  major  oil 
stocks  but  in  smaller  issues,  such  as  Santa  Fe  Energy 
Partners,  American  Petrofina  and  Helmcrich  &  Payne. 


Thanks  to  the  sharp  decline  in  oil  prices  during  the  fi 
half  of  the  year,  this  sector  shows  the  poorest  52-wj 
performance.  Energy  stocks  are  up  only  0.7%,  compa 
with  39%  for  consumer  nondurables,  the  best  group, 
the  tables  have  turned  since  the  end  of  June:  Energy  is 
only  sector  that  has  advanced  (5.6%),  while  consur 
nondurables  suffered  the  sharpest  loss,  a  decline  of  1 1 J 


Percent  change  in  last  52  weeks  0<2>  Percent  change  in  last  two  weeks 


Capital  goods 
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Consumer  durables 
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Finance 
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Transportation 
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Consumer  nondurables  and  servi 
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Raw  materials 
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What  The  Analysts  Think 


Utilities  up,  rails  down.  During  the  last  two  weeks  ana- 
lysts raised  1986  estimates  for  two  sectors,  capital  goods 
and  utilities.  In  the  capital  goods  sector,  estimates  for 


heavy-equipment  makers  American  Hoist  &  Derrick  ail 
Becor  Western  were  raised  significantly.  But  forecasts  f 
transportation  stocks  were  cut  by  6.6%. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.70 

16.0 

J  986  estimates 

3.22 

13.4 

1987  estimates 

3.86 

11.2 

1 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estim 
in  2  weeks     in  4  weel 

1                   Capital  goods 

$2.28 

16.5 

0.23% 

-0.98% 

2 

Utilities 

3.26 

10.4 

0.09 

0.00 

3 

Consumer  nondurables 

2.05 

16.4 

-0.59 

-0.82 

4 

Finance 

3.19 

10.9 

-0.61 

-1.31 

5 

Energy 

2.04 

15.6 

-0.80 

-1.64 

6 

Consumer  durables 

3.78 

11.2 

-0.83 

-1.62 

7 

Raw  materials 

1.83 

17.4 

-1.06 

-2.31 

8 

Technology 

2.50 

14.5 

-2.31 

-2.95 

9 

Transportation 

1.33 

21.1 

-6.63 

-9.69 

Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  Bro 
Estimate  System  (IBES],  a  service  of  Lynch,  Jones  tv  Ryan,  a  New  York-based  brokerage  firm 

Note:  All  data  for  periods  ending  10/24/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif.;  1BES,  a  service  of  Lynch,  lones  (k  Ryan,  New  York. 
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Three  Fabulous  Gifts 

w^from^ 

Forbes 


i  es  Scrapbook  of 
Rights  on  the 
mess  of  Life 

dginal  volume  of  Forbes  Scrapbook 
lights  on  the  Business  of  Life  was  a 
i);  book,  a  traveling  companion,  an 
llrthday  or  holiday  gift,  even  part  of  the 
jaployee  program  at  one  company. 

I  a  handsome  blue  cloth  slipcase, 
landed  two-volume  edition  of  Forbes 
;iook  of  Thoughts  on  the  Business  of 
jaeing  offered  to  Forbes  readers. 

Hult  of  patient  culling  month  by 
I  over  a  number  of  years,  each  volume 
[lis  some  3,500  polished  gems  of 
in  from  the  great  authors  of  Greece 
ime  down  to  our  own  day. 

:  ges  are  generously  laid  out  on  good 
I  paper,  a  pleasure  to  browse  through 
vor  at  random,  a  Thought  or  two  at 
Alternatively,  a  special  index  allows 
suit  of  themes  such  as  thoughts  on 
e,  Patriotism,  Faith  and  Romance. 

nder  is  blue  cloth,  matching  the 
e,  with  the  lettering  on  the  spine 
ted  in  gold.  The  price  for  the  two 
i  set,  $29.95. 


Around  the  World  on 
Hot  Air  and  Two  Wheels 

"We  can't  remember  readers  or  reviewers  ever  having 
a  better  time  with  a  book.  Malcolm  Forbes  succeeds  in 
doing  something  that  is  altogether  rare  in  this  world. 
He  has  fun — and  ...  we  share  it  to  the  hilt." 

— Simon  and  Schuster 
"A  book  overflowing  with  exuberance  and  great 
good  humor.  What  Malcolm  Forbes  does  with  his 
money  is  endlessly  fascinating  and,  in  a  way,  almost 
endearing . . .  Now  he  has  put  together  a  handsome  book 
celebrating  his  exploits.  Priced  at  $24.95  . . .  it's 
worth  every  penny."  — Sports  Illustrated 

"So  overwhelmingly  a  celebration  of  the  joys  of 
adventure,  as  well  as  an  affirmation  of  the  good  side  of 
life,  that  the  reader  is  soon  buoyed  by  its  exuberant 
message:  Don't  stay  put  when  you  can  put  foot  into  any 
part  of  this  still  whole,  wide  and  mosdy  wonderful 
world. ' '  — The  New  York  Times 
"A  delightful  chronicle — light  as  a  balloon  and 
refreshingly  free  of  hot  air — of  a  journey  by  the 
latter-day  Phileas  Fogg  who  happens  to  publish  a 
business  magazine  called  Forbes  in  his  spare  time." 

—Cosmopolitan 


The  Sayings  of 
Chairman  Malcolm 

"Gems,"  said  USA  Weekend. 
"Irrepressible,"  said  The  Princeton  Packet. 
Guess  what.  Over  1,000  of  the  Chairman's 
Sayings  have  now  been  published  in  a  set  of 
two  slim,  green  and  gold  volumes  to  the 
delight  of  readers  and  reviewers.  "Ideal  fare 
for  lovers  of  the  zip  read."  "Malcolm 
Forbes  is  more  than  willing  to  offer  his  two 
cents  worth  on  most  any  subject."  Two 
cents'  worth  times  1,000  is  $20.  You  can 
have  them  all  at  the  bargain  price  of  $18, 
slipcase  and  shipping  included.  Be 
provoked  and  amused;  fill  out  and  return 
the  coupon  today. 

What  they  said  about  the  first  printing: 

"I  just  read  your  book,  and  it  was 
delicious.  I  ate  it." 

— Ann  Landers,  Daily  News,  New  York 

"How  have  we  done  so  well  for  so  long 
without  it?  This  little  book  is  witty,  wise, 
serene,  sometimes  sober  and  at  all  other 
times  tipsy;  but  always  great,  terrific,  and  in 
all  ways,  well  worth  its  price." 

— The  Nashville  Banner 
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The  Funds 


Investors  eyeing  closed-end  funds,  remem- 
ber this:  When  it  comes  to  discounts,  deep 
doesnt  always  mean  cheap. 

Where's 
the  bargain? 


By  Matthew  Schifrin 


In  the  current  bull  market,  dis- 
counts on  closed-end  funds  have 
shrunk  and  funds  run  by  some  hot 
names  (like  Mario  Gabelli  and  Martin 
Zweig)  are  even  trading  at  a  premium. 
If  history  is  any  guide,  these  premi- 
ums will  quickly  turn  into  discounts 
after  a  bear  market  or  two.  Why  pay  a 
premium  to  get  a  fund,  especially  if 
administrative  and  advisory  fees  take 
more  than  1%  of  assets  annually?  As 


for  the  many  closed-end  bond  funds 
trading  at  premiums,  the  need  to  steer 
clear  is  even  greater.  It  seems  that 
investors  have  overbid  share  prices 
because  of  illusory  yield  advantages. 
The  funds  are  often  paying  out  more 
than  they  arc  earning. 

In  contrast,  a  few  funds  still  remain 
at  double-digit  discounts  to  the  net 
assets  standing  behind  each  share. 
Compared  with  the  others,  these  look 
like  terrific  bargains.  Should  you  buy? 
In  a  word,  sometimes.  But  not  unless 


you  know  why  the  fund  is  at 
count.  And  when  you  find  out 
you  may  lose  interest. 

Case  in  point:  the  capital  shar 
dual-purpose  funds,  which  are  1 
in  the  daily  papers  as  trading  at  t 
ic  discounts  to  net  asset  value 
closer  examination,  the  disco 
vanish. 

Dual-purpose  funds,  first  pop 
lzed  in  the  1960s,  arc  designed  to 
investors  a  choice  between  inc 
and  capital  appreciation.  On  tern 
tion  of  a  dual  fund  (usually  10  t 
years  from  initial  offering),  inc 
shares  get  a  return  of  their  orij 
investment  (minus  commission 
in  the  meantime  they  get  all  ol 
fund's  income  (minus  expenses)  I 
dividends.  Capital  shares  get  no 
dend  but  at  termination  get  all  o) 
fund's  capital  gains.  The  three  d 
currently  in  operation  are  Mc 
Lynch's  ML  Convertible  Securi 
Vanguard's  Gemini  II  and  First 
ton's  Global  Growth  &  Income. 

Published  closed-end  tables  s) 
income  shares  of  ML  Convertible! 
43%  premium  to  underlying  net  i 
value,  while  capital  shares  are 
juicy  39%  discount  to  net  asset  v^ 
But  this  calculation  assumes  the 
is  liquidated  tomorrow,  which 
going  to  happen.  In  reality,  the  caj 


Cheap,  but  why? 


Two-thirds  of  these  closed-end  funds  are  available  for  there  may  be  a  good  reason  for  a  discount.  Bakei 
less  than  the  net  assets  standing  behind  each  share.  But   Fentress'  tax  liability,  for  example. 


Fund 

Assets* 
(Smil) 

Recent 
price 

%disc/ 
prem 

Fund 

Assets" 
(Smil) 

Recent 
price 

%dii 
pre 

Adams  Express  Co. 

489 

20% 

-7.8 

Global  Growth  &  Income  (Inc) 

93' 

11 

+  12.f 

Atlantic  Assets  Trustt 

251 

1.42 

-30.7 

Global  Yield 

532 

8% 

-6t 

Baker,  Fentress 

417 

44  Vi 

-19.6 

Italy  Fund 

74 

lO'/i 

-27.3 

Central  Securities 

105 

1-2  Vi 

-14.1 

Lehman  Corp 

811 

16 

-5.3 

Claremont  Capital 

56 

53% 

+  10.7 

Lincoln  National  Conv  Sec 

85 

157s 

+  11./! 

Ellsworth  Conv  Growth  &  Income 

42 

10!/4 

+  7.9 

ML  Convertible  Sec  (Cap) 

282' 

6". 

-: ; 

First  Australia 

58 

8% 

-18.3 

ML  Convertible  Sec  (Inc) 

282' 

1  V- 

-2.1 

First  Financial 

79 

6V> 

-22.8 

Niagara  Share  Corp 

170 

15  - 

-13.2 

France  Fund 

99 

10 

-23.7 

Pilgrim  Regional  Bankshares 

86 

8 

-15| 

Gabelli  Equity  Trust 

375 

9% 

+  4.6 

Regional  Financial  Shares 

86 

7% 

-9.4 

Gemini  11  (Cap) 

260' 

WA 

+  4.9: 

Scandinavia  Fund 

60 

7 

-26.0 

Gemini  II  (Inc) 

260' 

13% 

+  4.9: 

Source  Capital 

241 

43% 

+  7.8 

General  American  Investors 

295 

19 

-9.9 

Tri-Continental  Corp 

1,213 

30% 

-4.9 

Germany  Fund 

74 

9% 

-2.5 

Worldwide  Value 

55 

19!  4 

+  9.6 

Global  Growth  &  Income  (Cap) 

93' 

10 

+  12. 8l 

Zweig  Fund 

281 

10 

+  7.3 

*  As  of  9/30/86.    tU.K.-based  fund, 
portfolio  and  5  6%  annual  growth  in 

'Dual-purpose  fund  assets  represent  combined  pool  for  income  and  capital  shares 
dividends  on  income  shares    'Assuming  1  8"..  dividend  growth.    '.Assuming  4  5'<> 

-.Assuming  1 1°. 
dividend  growth 

total  return  on  lh 

268 


FORBES,  NOVEMBER  17,  1 


Because  of  his  shape  and  color,  the  mule  deer  blends  into  the  texture  of  the  environment 


The  leader  among  outdoor  magazines. 

During  a  tough  1986  selling  season, 
?ield  &  Stream  amassed  a  winning  907 
advertising  pages  during  the  first  ten 
months  of  the  year;  130  pages  more  than 
Outdoor  Life  and  185  pages  more  than 
Sports  Afield. 

Ad  pages  in  first  10  months  of  1986 

Field  &  Stream  907 

Outdoor  Life  777 
Sports  Afield  722 

Field  &  Stream  is  #1  in  circulation 
and  total  audience.  And  we  deliver  more 
men  more  efficiently  than  Outdoor  Life, 
and  Sports  Afield  combined.  In  fact,  one 
ad  in  Field  &  Stream  reaches  nearly 
2/3rds  of  all  sportsmen  who  read  the 
major  outdoor  magazines — a  claim  few 
magazines  in  any  field  can  make. 


Most  efficient  among  major  men's 
magazines. 

Field  &  Stream  leads  the  major  men's 
publications  in  efficiently  reaching  the 
mass  male  market.  We  deliver  7.4  million 
men  more  efficiently  than  Time,  Newsweek, 
Sports  Illustrated,  U.S.  News  &  World 
Report,  Playboy  and  Penthouse. 

Field  &  Stream.  The  authority  in  the 
outdoor  field.  A  leader  in  the  magazine 
industry  with  a  ninety  year  tradition  of 
editorial  excellence  that's  stronger  than 
ever.  Reason  after  reason  to  look  again. 
Like  our  readers,  you'll  be  impressed  by 
what  you  see. 


Field  &  Stream  is  a  CBS  Magazine. 
Source:  1986  SMRB,  ABC,  MIN  9/17/86 


shareholders  are  going  to  wait  a  de- 
cade before  they  see  any  money. 
Thus,  the  apparent  discount  simply 
reflects  the  time  value  of  money. 

Given  the  wait,  what  are  capital 
shares  worth  today?  It  depends  on 
how  the  total  return  from  the  under- 
lying securities  is  split  between  price 
appreciation  and  current  income.  To 
take  an  extreme  example,  if  the  man- 
ager of  ML  Convertible  bought  noth- 
ing but  straight  bonds,  there  would  be 
no  further  appreciation,  and  at  termi- 
nation in  1996,  the  capital  shares 
would  be  worth  their  present  liquidat- 
ing value  of  $11.33.  That  in  turn 
would  make  the  capital  shares  worth 
only  $4  or  so  now,  assuming  that  in- 
vestors look  for  an  1 1%  annual  return 
on  their  money.  Presumably  the  port- 
folio manager  will  pick  at  least  a  few 
convertible  bonds  in  growth  compa- 
nies, and  so  the  capital  shares  will  pay 
off  at  better  than  $11.33.  But  with 
capital  shares  currently  trading  at  67/x, 
they  aren't  necessarily  any  bargain, 
considering  how  long  the  holder  will 
have  to  wait  to  get  his  due. 

One  quick  check  for  a  dual  fund's 
value  is  to  combine  the  net  asset  val- 
ues and  prices  reported  for  each  of  the 
fund's  halves  and  then  calculate  the 
premium  or  discount.  For  ML  Con- 
vertible Securities  that  works  out  to  a 
2%  discount,  and  for  Gemini  II  a  5% 
premium.  No  screaming  bargains. 

If  you  have  faith  in  a  continuation 
of  the  bull  market,  two  growth-stock 
funds  dating  back  to  1929,  General 
American  Investors  and  Niagara 
Share  Corp.,  at  respective  discounts  of 
9.9%  and  13.2%,  are  attractive.  Nei- 
ther gets  good  grades  in  down  mar- 
kets, however. 

What  about  some  of  the  other  big- 
discount  closed-ends?  Baker,  Fentress 
&  Co.,  a  $424  million  fund,  is  listed  as 
having  a  19.6%  discount.  But  it  has 
$279  million  in  unrealized  gains.  If  it 
were  to  sell  all  its  winners  at  once, 
holders  would  face  a  huge  tax  liabil- 
ity, even  if  they  hadn't  made  any 
money  on  their  Baker,  Fentress 
shares.  Good  for  IRAs,  perhaps. 

Atlantic  Assets  Trust  is  selling  at  a 
31%  discount.  Reason?  Its  manager, 
Scottish  investment  adviser  Ivory  & 
Sime,  has  fallen  out  of  favor  because 
of  poor  performance  on  technology 
stocks,  especially  IBM.  For  U.S.  buy- 
ers there  is  the  additional  drawback  of 
having  to  convert  dollars  into  pounds 
in  order  to  take  a  position.  Here  is  a 
case  of  a  fund  that  probably  doesn't 
deserve  its  heavy  discount.  So,  too, 
some  of  the  foreign  funds,  including 
Japan  Fund  (see  next  stoty),  Scandina- 
via Fund,  Italy  Fund  and  France  Fund, 
with  discounts  currently  over  20% .  ■ 


The  Funds 


The  Korea  Fund  is  selling  at  a  fat  premiu\ 
its  stablemate,  the  Japan  Fund,  at  a  j 
discount.  Whafs  going  on? 


Asian  anomaly 


By  Richard  Phalon 


A paradox  for  efficient  market 
theorists:  So  far  this  year  the 
k  Tokyo  Stock  Exchange,  a  se- 
ries of  sharp  selloffs  notwithstanding, 
is  up  32% .  However,  the  Japan  Fund,  a 
closed-end  fund  that  might  well  be 
taken  as  a  proxy  for  the  Tokyo  mar- 


ket, is  selling  at  a  near-record 
count  of  27%.  The  Korea  Fund,  c 
versely,  a  closed-end  investrn 
company  and  a  proxy  for  the  Sfl 
market,  is  selling  at  around  a  5 
premium.  Both  funds  (with  the  as 
tance  of  Japanese  and  Korean  advis 
are  run  out  of  the  Manhattan  off: 
of  Scudder,  Stevens  &  Clark. 


Monopoly  pricing 


Since  its  inception  two  years  ago,  the  Korea  Fund  has  commanded  a  bij 
premium  to  net  asset  value — a  premium  that  may  vanish  when  jus 
anybody  can  buy  Korean  stocks.  By  comparison,  Japan  Fund  looks  cheap. 


Korea  Fund 


Japan  Fund 


Price  and  net  asset  value 


SNJ  MMJSNJMMJS 
1984  1985  1986 


SNJMMJSNJMMJ.' 
1984  1985  1986 

Source  Thomas  ]  Herzfeld  e>  Co 
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Where  prey  is  scarce 


tVl  hough  the  Korea  Fund  has  one  of  the  few  licenses 
JH  granted  foreigners  to  hunt  the  Korea  Stock  Ex- 
change, it  has  by  no  means  an  easy  shoot.  Invest- 
ment-grade issues  arc  not  plentiful,  and  locals  had 
them  well  targeted  before  the  closed-end  company 
started  operating  a  little  over  two  years  ago.  The 
trick  was  to  get  stock  out  of  their  hands  without 
bidding  up  the  market. 

For  Nicholas  Bratt,  president  of  the  fund,  and  his 
local  advisers — an  arm  of  the  well-connected 
Daewoo  Securities — that  meant  a  certain  amount  of 
guile  and  a  willingness  to  play  a  waiting  game. 

Hankook  Cosmetics,  for  example,  one  of  the 
fund's  best  performers,  was  trading  at  around  two 
times  earnings  when  Bratt  first  looked  at  it.  "We 


hoped  to  buy  a  block  of  it  without  disturbing  the 
market,"  recalls  Bratt.  "So  we  wrote  members  of  the 
family  and  asked  them  if  they  wanted  to  sell  some." 
When  they  showed  no  interest  in  the  bid,  "we  fig- 
ured those  guys  knew  they  had  something  good,  so 
we  started  nibbling  away."  It  took  eight  months  to 
accumulate  464,000  shares,  4.8%  of  the  company. 

In  primitive  markets  (as  in  some  not-so-primitive 
markets)  it  is  not  always  easy  to  find  brokers  you  can 
trust.  "We  buy  fitfully  and  we  try  not  to  make  our 
presence  felt,"  says  Bratt,  "but  there  have  been  occa- 
sions when  the  cat  has  got  out  of  the  bag.  I  don't 
want  to  be  too  hard  on  these  brokers,  but  I  think 
they've  learned  a  lot  about  how  we  want  to  do 
business." — R.P. 


What's  going  on  here?  Is  a  basket  of 
Hyundai  Motor  and  Samsung  Elec- 
tronics really  worth  more  than  a  bas- 
ket of  Toyota  and  Matsushita? 

Some  of  the  spread  reflects  what  is 
in  effect  a  monopoly.  Apart  from  sev- 
eral closed-end  funds  sold  in  London, 
the  Korea  Fund  is  still  the  only  con- 
duit through  which  foreigners  are  per- 
mitted to  buy  into  the  action  in  Seoul 
(Forbes,  July  30,  1984).  In  Japan,  by 
contrast,  foreigners  have  any  number 
of  easy  ways  to  invest. 

There  is  another  factor  at  work 
here,  says  Laura  Luckyn-Malone, 
portfolio  manager  of  the  Japan  Fund. 
Many  investors  look  on  country  funds 
like  Japan  and  Korea  as  both  invest- 
ment and  currency  plays.  With  the 
yen  now  having  seemingly  reached 
some  kind  of  precarious  balance  with 
the  dollar  after  the  long  climb  that 
began  late  last  year,  some  Japan  Fund 
holders  are  searching  for  opportunity 
elsewhere.  Some  may  be  looking  for  it 
in  South  Korea,  whose  currency  re- 
mains undervalued  in  relation  to  the 
dollar. 

The  Korean  won,  closely  tied  to  the 
dollar,  has  slipped  against  both  the 
yen  and  European  currencies.  The  re- 
sult has  been  to  make  Korean  textiles, 
VCRs,  TV  sets  and  other  exports — 
including  the  popular  Hyundai  auto- 
mobile line — far  more  competitive  in 
world  markets.  In  the  first  half  of  this 
year  Korea's  export  trade  was  up  23%, 
and  the  republic  is  a  shoo-in  to  run  a 
surplus  in  goods  and  services  this  year 
for  the  first  time  ever. 

The  export  boom  translates  into  a 
20%  gain  in  corporate  profits  and  a 
runaway  stock  market  that  has  done 
wonders  for  the  Korea  Fund's  portfo- 
lio, profitably  freighted  with  quality 
names.  As  of  June  30  some  $46  mil- 
lion of  the  closed-end's  $141  million 
in  net  assets  represented  unrealized 


gains  on  the  likes  of  Hyundai  Motor, 
Gold  Star,  an  electronics  company, 
and  Samsung  Electronics. 

Korea  Fund  manager  Nicholas  Bratt 
was  quick  to  capitalize  on  the  respect 
accorded  the  Korea  Fund's  rising  asset 
values.  Last  spring,  when  the  closed- 
end  was  barreling  along  at  a  premium 
of  78.6%,  he  brought  to  market  1.2 
million  additional  shares,  at  one 
swoop  adding  another  $38  million  to 
assets.  The  capital  has  not  been  as 
easy  to  deploy  as  Bratt  would  like. 
Like  those  of  most  rising  industrial 
countries,  the  Korean  market  is  thin 
and  volatile  (see  box).  "I'm  an  obsti- 
nate son  of  a  bitch,"  says  Bratt.  "I 
don't  like  to  pay  up."  At  last  report, 
almost  33%  of  assets — some  $8  mil- 
lion more  than  last  spring's  stock 
sale — was  still  in  cash. 

Korea,  says  Bratt,  "is  a  virgin  mar- 
ket, and  we're  deflowering  it,  but 
we've  got  to  be  very  gentle."  The  Ko- 
rea Fund  is  forbidden  to  put  more  than 
5%  of  its  assets  into  a  single  compa- 
ny's stock  or  to  invest  more  than  25% 
of  its  assets  in  a  single  industry.  At 
the  moment  Bratt  is  at  the  ceiling  in 
a  number  of  promising  companies, 
including  Hyundai,  Gold  Star  and 
Samsung. 

It  does  seem  likely  that  Korea 
Fund's  premium  will  narrow  if  the 
Korean  government,  as  it  has  prom- 
ised, opens  the  market  to  other  out- 
siders. At  the  moment,  says  Brian  Fer- 
nandez, senior  vice  president  of  No- 
mura Securities  International,  the 
fund  should  be  seen  as  "a  call  on  high- 
er multiples  in  the  Korean  market." 

Multiples  aren't  always  easy  to 
track  from  market  to  market  on  a 
comparable  basis,  but  at  7  times  esti- 
mated 1986  earnings  Seoul  looks 
cheap.  It  looks  particularly  cheap 
against  the  43  times  earnings  com- 
manded by  the  Tokyo  Stock  Ex- 


change. "There  is  a  widespread 
ception  that  the  Japanese  market! 
South  Sea  bubble  about  to  burst," 
Japan  Fund's  Luckyn-Malone. 

Japan's  annual   growth  rate 
slowed  to  around  3%  to  4% 
projected  8%  to  9%  for  Korea),  cui 
by  a  rising  yen  that  has  cut  de< 
into  the  earnings  of  exporters 
Honda  and  Matsushita.  Tbe  big  ru 
in  the  Japanese  stock  market  sccrr 
have  been  caused  by  heavy  local 
ings  chasing  comparatively  few) 
vestment  opportunities  rather  t 
by  improved  earnings  prospects. 

The  Japan  Fund's  discount, 
Luckyn-Malone,  reflects  foreign 
vestors'  fears  of  where  the  Tokyo  r 
ket  is  headed.  She  has  been  prude 
adding  to  cash,  taking  profits  ac 
the  board,  and  shifting  back  into  tl 
blue-chip  export  common  stocks 
look  cheap. 

Korea,  for  all  its  glitter,  has  st 
negatives,  too.  Korea  Fund  man 
Bratt  is  worried  that  its  nascent  in 
try  may  be  smothered  by  the  wav 
protectionism  sweeping  export  r 
kets  like  the  U.S.  "My  concern  is 
Congress  may  not  be  able  to  ma! 
distinction  between  newly  indust 
izing  countries  like  Korea  and  es 
hshed  industrial  powers  like  Jap. 
says  Bratt. 

Bratt 's  other  big  worry  has  tc 
with  political  stability.  The  exte 
•threat  is  from  North  Korea;  the  ir 
nal  threat  is  in  the  confrontation 
tween  the  government  and  the  0] 
sition  over  the  mechanism  of  pi 
dential  succession. 

Overall,  though,  says  Bratt,  "K 
is  in  fantastic  shape."  Is  he  saying 
fund  deserves  its  huge  premium 
the  Japan  Fund  its  huge  discount? 
entirely.  "The  market  is  only 
right,"  says  Bratt.  "If  it  was  truly 
cient,  we'd  all  be  out  of  business. 
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Cheaper  oiJ  is  only  part  of  it.  A  new 
breed  of  executive  is  already  pro- 
pelling the  Continent  out  of  the 
economic  doldrums.  Freed  from  past 
dogmas,  thriving  on  risk  and  fresh 
investment,  they  are  reviving  old 
companies  and  putting  their  stamp  on 
new  ventures.  The  critical  question: 
Can  business  and  government  put  it 
all  together  this  time? ... .. 
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The  Forbes/TUCS  Institutional  Portfolio  Report 


Kdited  by  Steve  Kichen 


jfflH  he  third  quarter  was  a  difficult  one  for  investors. 

I  The  total  return  (including  dividends)  of  the  Wil- 
JBL  shire  index  of  5,800  securities  was  a  minus  7.7%. 
And  how  did  professional  equity  managers  do?  They  did 
worse,  losing  an  average  8.7%  of  their  clients'  money  (not 
counting  fees  charged  for  losing  the  money).  In  the  rousing 
first  quarter,  by  contrast,  the  pros  looked  smart.  The 
market  was  up  14.4%,  but  institutional  money  was  up  a 
median  15.6%.  The  pros  are  fair-weather  performers,  it 
seems.  They  often  outdo  the  averages  in  bull  markets  and 
underperform  in  bear  markets. 

These  revelations  come  courtesy  of  Wilshire  Associates' 
Trust  Universe  Comparison  Service  (TUCS),  a  survey  of 
some  1,000  pension  funds  whose  combined  assets  consti- 
tute about  a  fourth  of  the  country's  $1.6  trillion  total 
pension  assets. 

It's  not  easy,  of  course,  for  the  average  pro  to  beat  the 
market  by  a  wide  margin — or  do  much  worse,  either. 
That's  because  institutions  make  up  more  than  65%  of  the 
market's  $2.4  trillion  capitalization. 

There  were  some  winners  in  the  losing  third  quarter. 
Portfolio  managers  who  de-emphasized  common  stocks 
and  bought  bonds  and  money  market  funds  had  a  better 
chance  of  coming  out  ahead.  Fixed-income  investments 
posted  a  median  total  return  of  2.2%,  vs.  2%  for  the 
Shearson  Lehman  bond  index. 

The  table  at  right,  "Segment  performance  and  cash 
flows,"  shows  where  the  institutions  were  placing  their 
bets.  (These  figures  are  adjusted  to  remove  the  effect  of 
changing  security  prices.  If,  for  example,  stocks  are  off 
10%,  then  a  10%  decline  in  an  equity  portfolio  is  reported 
as  no  shift  of  funds.)  The  managers  did  shift  funds  intelli- 
gently, moving  1.3%  out  of  stocks  in  the  last  quarter  and 
moving  a  like  amount  into  bonds. 

One  striking  fact:  Institutions  increased  their  cash 
hoards  by  9.9%.  This  cash,  of  course,  could  go  back  into 
common  stocks  if  portfolio  managers  become  more  op- 
timistic about  the  prospects  for  the  economy.  The  other 
significant  change  is  that  institutions  added  money  (1%) 
to  their  pension  funds,  after  seven  quarters  of  drawing  cash 
out  of  the  funds  (see  story,  p.  94).  Not  too  surprisingly, 
stocks  that  were  less  volatile  than  the  market  held  up 
better  during  the  third-quarter  decline.  See  table  below 
comparing  returns  with  risk  levels. 


Iiow  different  managers  performed 

-Total  return- 

Manager  style 

recent  quarter 

12  months 

24  months3 

Diversified 

-5.3% 

30.2% 

22.9% 

Growth 

-10.3 

30.3 

21.0 

Growth — emerging 

-12.0 

26.5 

21.1 

Market  timer 

-6.7 

26.2 

19.8 

Sector  rotator 

-7.9 

30.1 

22.3 

Value 

-3.9 

30.8 

22.4 

Where  the  institutions  put  their  money 


Segment 

mntt    ri  i  i   ri  1 
lllinl    1  t  i_  l  l  1  ( 

quarter 

previ 
quar 

Equity 

54.2% 

57. 

Fixed  income 

33.0 

30. 

Cash  and  equivalents 

9.5 

8. 

Convertibles 

0.8 

0. 

Other' 

2.5 

2. 

— Portfolio  weightinj 


Equity  portfolio  characteristics 


Institutional 
portfolios 


Wilsh 
50» 


Price/earnings  ratio 


Dividend  yield 


Beta2 


Price/sales 


Price/book 


16.9 


15.i 


2.9% 


1.02 


.03 


2.56 


3.; 

1.0* 

2  2 


Segment  performance  and  cash  flows 


Segment 

— Most  recent  quarter — 
median           shift  in 
total  institutional 
return  holdings 

 Latest  12  month' 

median  shift 
total  instituti 
return  holdin 

Equity 

-7.5% 

-1.3% 

32.0% 

-8,Hl 

Fixed  income 

2.2 

1.3 

19.1 

0.3 

Cash  equiv 

1.6 

9.9 

7.6 

-11.9  ! 

Convertibles 

-2.4 

-2.2 

22.3 

-26.6 

Other1 

2.5 

-4.3 

13.4 

-8.6 

Total 

-2.9 

1.0 

27.7 

-4.1 

Position  changes:  These  securities  had  the  greatest 
relative  change  in  holdings  over  the  last  quarter 

Security 

Increase 
in 

holdings 

Total 
quarter 
return 

Decrease 
in 

Security  holdings 

Ti 
qui 
rel 

Philip  Morris 

4.8% 

-10.5% 

SmithKline  Beck  -1.7% 

-18 

Amoco 

4.5 

9.2 

McDonald's  -1.6 

-22 

Chevron 

4.4 

16.4 

General  Electric  —1.5 

-10 

Coca-Cola 

1.8 

-18.5 

Dart  &  Kraft  -15 

-14 

NWA 

1.6 

3.5 

Amer  Home  Prods-1.2 

-17 

Emerson  Electric 

1.3' 

-6  7 

Citicorp  -1.1 

-15. 

Burroughs 

1.3 

15.0 

PepsiCo  -1.1 

-21. 

USG 

1.3 

-0.5 

Corning  Glass  -1.1 

-33. 

May  Dept  Stores 

1.3 

-18.9 

Wal-Mart  Stores  -1.1 

-19. 

Exxon 

1.2 

12.1 

American  Express  -1 . 1 

-9. 

'Real  estate,  foreign  investments,  venture  capital,  guaranteed  insurance  contracts    2  A  measure  of  risk  A, stock  with  a  beta  of  1.00  tends  to  move  up  or  down  at  the  si 

rate  as  the  S&P's  S00    -'Figures  for  24  months  are  annualized. 

Note:  Data  for  quarter  ending  9/30/86  Prepared  by  the  Trust  Universe  Comparison  Service  (TUCS®),  a  service  of  Wilshire  Associates,  Santa  Monica.  Calif 
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lere  the  institutions  are — and  aren't 


Most  overweighted  relative  to  Wilshire  5000 


unty 


t  .a  i  Equipment 


lip  Morris 


I  oeral  Re 


odyear  Tire  &  Rubber 


lerican  Express 


1R 


libb 


\.  lerican  Intl  Group 


institutional 
universe 


-%  of- 


1.1% 


1.0 


0.6 


0.5 


0.4 


0.8 


0.4 


0.4 


0.4 


0.6 


Wilshire 
5000 


0.4% 


0.5 


0.2 


0.3 


0.2 


0.5 


0.1 


0.2 


0.2 


0.4 


Most  underweighted  relative  to  Wilshire  5000 


Security 


institutional 
universe 


-%  of- 


Wilshire 
5000 


Exxon 


0.7% 


2.3% 


IBM 


2.8 


4.4 


AT&T 


0.3 


1.3 


British  Petroleum 


0.1 


0.8 


Amoco 


0.4 


1.0 


Shell  Trans  &  Trading 


0.1 


0.6 


Royal  Dutch  Pet 


0.5 


1.0 


General  Electric 


1.1 


1.5 


General  Motors 


0.8 


1.2 


Allied-Signal 


0.1 


04 


itc  institutions  increased  their  holdings  of  three  big  oil 
aipanies:  Amoco,  Chevron  and  Exxon.  As  a  group,  how- 
IU,  energy  stocks  fell  from  9.5%  to  9.1%  of  the  institu- 
i|ial  portfolio  during  the  third  quarter.  Portfolio  manag- 
j  also  reduced  their  holdings  of  consumer  nondurable 
Blies  by  selling  off  the  likes  of  SmithKline  Beckman, 


McDonald's  and  Dart  &  Kraft.  But  that  still  leaves  con- 
sumer nondurables  at  a  hefty  28.7%  of  the  typical  pension 
stock  portfolio.  What  were  the  institutions  buying  last 
quarter?  Consumer  durables,  raw  materials  and  technol- 
ogy. Holdings  of  Philip  Morris  Cos.,  an  institutional  favor- 
ite, increased  another  4.8%. 


ctor  activity  and  top  holdings 


of  institutional  portfolio: 


most  recent  quarter 


□ 


previous  quarter 


npital  goods 

4.9% 

Consumer  durables 

5.2% 

Consumer  nondurables 

28.7% 

total  return 

total  return 

total  return 

neral  Electric 

-10.6% 

General  Motors 

11.2% 

Merck 

5.3% 

nerson  Electric 

6.7 

Ford  Motor 

-2.9 

Eastman  Kodak 

-8.2 

estinghouse  Electric 

-1.5 

Goodyear  Tire  &  Rubber 

7.0 

Sears,  Roebuck  &  Co 

16.7 

iterpillar  Tractor 

23.7 

Chrysler 

-4.7 

Wal-Mart  Stores 

19.0 

toper  Indus 

0.4 

Whirlpool 

-23.1 

Johnson  &  Johnson 

-11.4 

fiergy 

9.1% 

Finance 

12.6% 

Raw  materials 

12.6% 

total  return 

total  return 

total  return 

12.1% 

American  Express 

-9.4% 

EI  du  Pont  de  Nemours 

-2.8% 

jyal  Dutch  Petroleum 

13.0 

General  Re 

-8.0 

Allied-Signal 

-8.4 

obil 

20.8 

American  Intl  Group 

-4.3 

Dow  Chemical 

-5.7 

tlantic  Richfield 

13.2 

Aetna  Life  &  Casualty 

-4.3 

Monsanto 

-8.0 

exaco 

12.3 

Citicorp 

-15.2 

Waste  Management 

-3.2 

echnology 

15.7% 

Transportation 

4.2% 

Utilities 

7.0% 

total  return 

total  return 

total  return 

IM 

-7.4% 

AMR 

2.9% 

Pacific  Telesis  Group 

-4.0% 

igital  Equipment 

4.8 

UAL 

4.4 

GTE 

-0.9 

CT 

-10.1 

Norfolk  Southern 

-9.1 

Southwestern  Bell 

-1.7 

oeing 

-14.8 

CSX 

-15.2 

Nynex 

-6.9 

linnesota  Mng  &  Mfg 

-10.8 

Union  Pacific 

0.5 

American  Info  Tech 

-2.4 
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International  Managers  prefer  to  read  International  Management,  where  innovations, 
ideas  and  strategies  are  closely  examined,  giving  all  levels  of  management  a  greater  insight 

into  current  management  methods. 

I.M.  is  read  in  depth,  has  a  high  pass-along  readership,  and  is  regarded  as  essential 
reference  for  business  leaders  with  flair,  who  want  relevant  facts  clearly  presented. 
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MONEY  &  INVESTMENTS 


merested  in  tax-frees?  Fine,  but  dont 
list  go  for  the  highest  return. 

|     THE  END  OF 
THE  RAINBOW 


By  Ben  Weberman 


i  am  sick  and  tired  of  paying  taxes. 
•  ease  give  me  one  or  two  tax-ex- 
■npts  that  have  a  high  return  with 
1)  risk."  Letters  like  that  reach  my 
sk  several  times  a  week, 
i  The  people  writing  such  letters 
le  often  elderly,  with  their  peak- 
1  ming  years  behind  them,  so  tax- 
i:empts  may  not  be  the  best  way 
r  them  to  go.  But  the  aversion  to 
lying  taxes  remains,  and  the  quest 
x  safe  alternatives  paying  good 
elds  goes  on.  Let's  talk  about 
ime  of  those  alternatives. 
First,  get  one  point  dead  center  in 
mr  mind:  There  is  no  such  thing 
I  a  high  return  with  no  risk.  Even 
Iks  who  learned  it  long  ago,  often 
le  hard  way,  find  it  curiously  easy 
» forget  that  simple  fact.  So  anyone 
:  the  point  of  deciding  how  best  to 
tvest,  say,  $5,000  to  $50,000  of 
ard-earned  savings  must  also  in- 
;st  some  time  evaluating  not  only 
tertax  yield  but  also  the  degree  of 
sk  he  can  stand  and  the  liquidity 
f  the  market  in  which  the  invest- 
lent  trades. 

Now,  as  always,  a  U.S.  Treasury 
isue  is  the  safest,  most  liquid  place 
)  park  money  at  a  profit.  And  the 
lore  time  it  takes  before  Uncle 
am  is  obliged  to  pay  you  back,  the 

en  Weberman  is  a  senior  editor  of  Fi  >um  s 
tagazine. 


higher  your  yield  will  be.  The  curve 
tracing  this  rise  is  quite  steep  now. 
The  three-month  bill  yields  5.4%,  a 
two-year  note  6.3%,  a  10-year  note 
7.5%  and  a  30-year  bond  8%. 

Why  the  sharply  rising  yield 
curve?  Chiefly  because  large  insti- 
tutional investors  are  worried  that 
if  the  economy  gets  stronger,  the 
inflation  rate  will  get  stronger,  too.  I 
think  the  fears  are  premature,  or  at 
least  overdone,  but  the  market 
thinks  otherwise. 

Remember,  though,  that  while 
longer  maturity  Treasury  issues  pay 
much  more  interest,  they  also  have 
much  more  market  risk.  A  two-year 
note,  for  example,  will  gain  or  lose 
6/32  of  a  point  of  price  for  every 
0.10%  change  of  yield.  The  price 
move  for  a  30-year  bond  amounts  to 
1  Vs  points  for  each  0. 10%  of  interest 
change.  In  short,  your  principal  as 
such  is  safe;  Uncle  Sam  will  pay  the 
face  amount  when  the  time  comes. 
But  if  you  have  to  sell  your  Treasury 
before  that  day  arrives,  what  you  get 
will  depend  on  where  interest  rates 
are  at  the  time. 

To  get  a  yield  greater  than  Trea- 
sury issues  now  offer,  consider 
GNMAs.  A  current  coupon  GNMA 
pool  pays  about  9% .  Interest  is  sub- 
ject to  federal  and  state  income  tax- 
es, while  direct  Treasury  interest  is 
exempted  from  state  and  local  tax- 
ation. There  is  considerable  uncer- 
tainty about  maturity  of  mortgage 
pools,  though.  Quicker  repayments 
during  periods  of  falling  mortgage 
rates  shorten  the  life  of  a  GNMA 
investment,  and  slower  paydowns 
result  when  rates  rise. 

For  most  taxpayers,  even  now 
that  the  maximum  tax  on  income  is 
slashed  from  50%  to  28%  after 
1987,  state  and  local  bond  issues 


still  have  the  greatest  appeal.  The 
yield  curve  on  tax-exempts  has  a 
different  shape  than  on  taxables.  Is- 
sues due  in  less  than  10  years  offer  a 
relatively  skimpy  return.  A  one- 
year  Aaa-rated  municipal  pays  only 
71%  of  the  amount  paid  by  a  one- 
year  Treasury.  At  10  years  the  ratio 
is  up  to  78%.  For  30-year  bonds  the 
ratio  is  84% .  Thus,  any  tax-free  due 
in  less  than  10  years  may  not  bring 
better  aftertax  results. 

But  all  tax-exempt  yields  right 
now  are  high,  relative  to  taxable 
issues.  Ten-year  municipal  bonds 
are  now  yielding  around  80%  of  10- 
year  taxables,  which  is  good.  Earlier 
this  year  the  ratio  was  over  90%, 
which  was  great.  (Typically,  the  re- 
lationship is  closer  to  70%.)  Com- 
pare the  following  high-quality  is- 
sues due  in  1996  with  the  7.5%  re- 
turn available  on  10-year  Treasurys: 
Aaa-rated  Omaha,  Nebr.  general  ob- 
ligations priced  at  100  with  a  6% 
coupon  and  Aa-rated  Triborough 
Bridge  Authority  revenue  bonds 
priced  at  100  with  a  6.25%  coupon. 
The  latter  is  exempted  from  all  tax- 
es for  a  New  York  resident. 

A  lot  of  people  think  a  mutual 
fund  specializing  in  tax-exempts  is 
their  answer.  It  often  is,  but  even 
here  it  pays  to  know  what  you  are 
actually  getting  into.  A  77-year-old 
reader,  for  example,  wants  to  know 
if  he  should  purchase  shares  in  the 
Dreyfus  Tax  Exempt  Bond  Fund.  He 
likes  the  fact  that  it  carries  no  load 
(commission  charge)  and  will,  on 
request,  mail  a  dividend  check 
monthly.  The  "current  annualized 
yield,"  he  was  told,  is  7.33%. 

Assuming  that  the  subscriber  has 
enough  income  to  make  tax-free  in- 
vestment worthwhile,  the  7.33% 
current  return  sounds  good.  But  he 
should  also  know  that  this  includes 
high  interest  income  on  numerous 
premium  issues  such  as  the  1 1.5s  of 
2010  issued  by  Northern  California 
Power  Agency  Geothermal  Project 
No.  3.  The  current  return,  as  calcu- 
lated by  the  fund,  does  take  that 
principal  loss  into  account. 

But,  while  some  of  the  issues  are 
rated  AAA,  a  much  larger  part  of  the 
portfolio  consists  of  bonds  rated  A 
and  BBB.  The  subscriber  must  un- 
derstand that  risk  is  involved. 

I  find  nothing  wrong  with  the 
Dreyfus  fund — provided  its.  charac- 
teristics are  understood.  The  yield 
is  about  40  basis  points  greater 
than  the  average  municipal  bond 
fund  tracked  by  Lipper  Analytical 
Services.  ■ 
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The  Big  Portfolios 


MOM  Y  &  INVESTMENTS 


If  the  economy  gets  rolling,  money  man- 
agers are  setting  themselves  up  to  . . . 


RIDE  THE 
RAILS 


By  Susan  Lee 


If  the  stampeding  bears  are  cor- 
rect— that  there'll  be  no  growth  in 
the  economy  for  the  next  couple  of 
quarters — then  the  last  thing  you 
want  to  plop  in  your  portfolio  is 
railroad  stocks.  Railroads'  fortunes 
are  immensely  dependent  on  the 
economy,  and  the  particular  econo- 
my that  they  serve  (heavy  industry, 
coal,  grain)  has  not  been  good.  In- 
deed, the  part  of  the  economy  that  is 
doing  well — lighter  industry  and 
services — is  served  by  their  chief 
competitor,  trucks. 

But.  If  the  bears  are  wrong  and  the 
economy,  propelled  by  a  weaker 
dollar,  low  inflation,  falling  interest 
rates  and  stable  energy  prices,  is  set 
to  spurt,  then  late-cycle  stocks  are 
just  where  you  want  to  be.  At  least 
that's  the  story  according  to  a  bunch 
of  wily  money  runners,  a  lot  of 
whom  are  buying  rails. 

There  is  more  than  just  a  call  on 
the  economy  to  the  rail  story. 

A  lot  of  rail  companies,  particu- 
larly the  western  roads  like  Santa  Fe 
and  Union  Pacific,  own  oil,  gas, 
lumber  and  real  estate,  which 
makes  them  strong  resource  plays. 
Add  in  the  fact  that  their  hauling 
business  is  sensitive  to  commod- 
ities, and  the  chances  are  they'll  get 


Susan  Lee  is  a  senior  editor  of  Forbes 
magazine. 


2l  double  boost  from  an  improved 
natural  resource  market. 

And  then  there's  the  diversifica- 
tion of  the  rails  into  full-service 
transportation  companies.  This  will 
allow  them  to  compete  with  truck- 
ing by  giving  shippers  an  efficient, 
one-stop  way  of  moving  their  goods. 

So  far,  the  integration  of  transpor- 
tation systems  includes  Union  Paci- 
fic s  purchase  of  Overnite  Transpor- 
tation and  Norfolk  Southern's  ac- 
quisition of  North  American  Van 
Lines.  CSX  has  bought  Sea-Land 
Corp.  Burlington  Northern  has 
picked  up  six  trucking  companies 
over  the  past  18  months.  Other  rail- 
roads have  gobbled  up  barge  lines 
and  pipelines. 

There  has  also  been  a  lot  of  re- 
structuring going  on  in  the  indus- 
try. Says  Andy  Whitelaw  of  RCM 
Capital  Management,  "The  rails 
have  had  good  cost  control — they've 
really  gotten  their  expenses  down, 
reduced  head  count,  and  that  has 
kept  their  basic  operating  earnings 
from  collapsing." 

But  not  all  railroad  companies  are 
considered  good  bets.  Herewith,  a 
list  of  the  favored: 

For  starters,  a  lot  of  money  man- 
agers are  holding  Santa  Fe  Southern 
Pacific,  which  has  very  substantial 
assets  away  from  rail  operations, 
notably  its  major-major  land  hold- 
ings, lames  Gipson,  Pacific  Finan- 
cial Research,  points  out  that  SFX 
owns  some  big  chunks  of  down- 
town San  Francisco  and  San  Diego 
and  is  about  to  develop  its  holding 
in  the  Bay  area  of  San  Francisco. 
Currently  SFX  is  selling  around  30, 
but  Gary  Wood  of  Schaenen  Wood 
&  Associates  thinks  it's  worth  70  in 
assets. 

SFX'  proposed  merger  of  its  two 


lines,  which  would  create  the  coi 
try's  third-largest  rail  system,  \ 
turned  down  by  the  ICC  this  su 
mer.  Boosters,  however,  feel  tl 
it's  a  good  buy  regardless  of  whet 
its  appeal  on  the  merger  is  succt 
ful.  Indeed,  some  think  Santa 
would  be  better  off  if  it  dropped 
whole  idea  and  just  stuck  to  restr 
turing  and  selling  off  assets. 

Union  Pacific  is  another  favon 
It's  both  an  important  transpoi 
tion  and  natural  resource  compal 
It  has  oil  and  gas  (Champlin  Pet) 
leum),  so  it  should  benefit  from  s 
ble  energy  prices.  And  it  owns  gq 
land  in  downtown  Los  Angeles. 

Union  Pacific  just  bought  Ovj 
nite  Transportation,  a  trucking  fil 
big  in  the  eastern  part  of  the  couni 
where  Union  Pacific  isn't.  But  Ul 
paid  a  lot  of  money  for  it — indei 
some  money  runners  think  a  ton 
too  much. 

Norfolk  Southern  (which  lost 
bid  for  Conrail)  is  also  considei 
hot.  Wood  thinks  it's  an  interesti 
situation.  "NSC  is  selling  at  86, 1 
a  book  value  well  over  80  and  a  rj 
value  in  excess  of  that.  At  an  attri 
tive  P/E  of  1 1  times  earnings  an* 
yield  of  4%,  it's  basically  a  cht 
stock,"  he  says. 

Andy  Whitelaw  is  up  for  Norfa 
Southern  because  he  thinks  "it'i 
good  solid  company,  a  very  efficifl 
one,  and  its  earnings  have  held 
better  than  other  railroads'." 

Max  Heine,  of  Mutual  Shar 
owns  Florida  East  Coast,  a  line  tl 
is  debt  free  and  highly  profitab 
"We  are  holding  it  from  a  long-te: 
point  of  view  because  of  the  inea 
mable  value  of  of  the  real  estate," 
says.  "Every  so  often  they  sell 
chunk  of  land  for  an  unbelieval 
price." 

What  not  to  buy?  Two  big  on 
CSX  because,  the  feeling  is,  the  S» 
Land  Corp.  acquisition  is  not  woi 
ing  out  and  its  earnings  are  wealt 
than  the  other  rails'.  And  Burlir 
ton  Northern,  which,  after  takeo\ 
rumors  bid  its  price  up,  is  now  cc 
sidered  too  expensive.  (In  fact,  a  f< 
money  runners  told  me  that  they 
short  both  these  stocks.) 

Real  estate,  one-stop  transpor 
tion  companies — these  are  nifty  si 
ries,  all  right.  But  one  caveat:  I 
one  really  knows  how  much  land 
worth  until  (and  if)  it  is  develope 
In  the  end  then,  a  bet  on  the  rails  i 
bet  on  the  economy.  If  you  like  t 
economy,  you  love  the  rails.  If  y 
don't  like  the  economy,  you  ha 
the  rails.  ■ 
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>ELHY  OVERSEAS  FUNDS! 


Focus  Your 


Overseas  Investing! 

Fidelity  offers  you  two  exciting  new  funds  that  let  aggressive  investors  focus 
their  search  for  growth  on  specific  regions  of  the  world. 

N0l  Fidelity  Pacific  Basin  Fund.  Japan.  The  Far  East.  Australia.  Just  a 
few  of  the  exciting  places  Pacific  Basin's  managers  seek  aggressive  growth. 

N0l  Fidelity  Europe  Fund.  Tap  the  potential  of  Western  Europe's 
strengthening  economies  in  France,  the  U.K.,  West  Germany,  Italy  and  more. 

Or  consider  Fidelity  Overseas  Fund  for  a  more  diversified  approach.  It's 
one  of the  nation 's  top-performingfunds  over  the  past  year,  up  an  impressive 
100% l.  Of  course,  past  performance  is  no  guarantee  of  future  results,  but  many 
investors  look  to  Fidelity  for  experienced  international  investment  management. 

•  Start  with  just  $2,500  ($500  for  IRAs)  •  Exchange  among  more  than  50 
funds  •  24  hour  toll-free  service  •  Fidelity's  professional  international  manage- 
ment and  investment  research  •  Call  today! 


1  Ranked  by  Upper  Analytical  Services,  Inc.  which  currently  monitors  over  32  international  funds  for  f""~--^  1? 

12  months  ended  9/30/86.  Total  return  for  the  period  ended  9/30/86  includes  change  in  share  price, 
reinvestment  of  dividends  and  capital  gains  distributions,  and  the  3%  sales  charge  updating  Page  5  of  the 
prospectus.  Total  return  for  the  life  of  the  fund  12/4/84  to  9/30/86  is  200.8% .  Market  conditions  were 
generally  up  over  the  period. 


******  to 





Fidelity's  Overseas  Funds.  For  more  information,  including  management  fees, 

expenses  and  applicable  sales/redemption  charges,  call  or  write  for  a  free  prospectus.  Read  it  carefully 
before  you  invest  or  send  money.  Fidelity  Distributors  Corporation.  General  Distribution  Agent,  P.O.  Box 
660603,  Dallas,  TX  75266. 

Name  Address  


City  State  Zip  

□  Fidelity  Pacific  Basin  (PAF)    □  Fidelity  Europe  Fund  (EUR)    [  ]  Fidelity  Overseas  Fund  (OVE) 

□  Fidelity  IRA  (OVEI)  □  Fidelity  Keogh  (OVEK) 

Call  toll-free  24  hours  Affih. 

1-800-544-6666  Fidelity Investments 

lnMassachuse«scaUcoUect6l7-523-1919  ^    ▼  FORB/ITN/111786 


Growth  Stocks 


MONEY  &  INVESTMENTS 


Earnings  are  nothing  but  assumptions 
filtered  through  balance  sheets  and 
management's  rose-colored  glasses. 

SMOKE,  MIRRORS 
AND  SUCKERS 


By  Kenneth  L.  Fisher 


4 


You  have  seen  the  syndrome.  An 
outfit  reports  good  profits  and 
seems  reasonably  priced  on  the  ba- 
sis of  those  earnings,  but  the  stock 
keeps  dribbling  downward,  even  as 
the  outfit  announces  another  quar- 
ter of  good  earnings.  Six  months 
later  the  blood-red  ink  gushes  forth. 
The  stock  collapses. 

Was  somebody  hiding  some- 
thing- In  many  cases  the  answer  is 
yes.  Management  was  hiding  de- 
clining earnings.  Hiding  them  how? 
With  inventories,  receivables  and 
the  like.  A  sure  sign  is  a  deteriorat- 
ing balance  sheet. 

Masking  declining  earnings  isn't 
all  that  difficult.  You  see,  quarterly 
earnings  aren't  audited,  so  the  re- 
ported numbers  are  mostly  whatev- 
er management  says  they  are.  In  my 
15  years  as  an  investment  profes- 
sional I  have  yet  to  see  a  brokerage 
"research"  report  say,  "Sell  this 
stock  because  the  balance  sheet  is 
deteriorating  and  losses  probably 
are  ahead."  Instead,  everybody  talks 
about  earnings  and  tbe  income 
statement  and  forgets  that  reported 
earnings  are  nothing  more  than  a 
large  mass  of  compound  assump- 
tions filtered  through  the  balance 


Kenneth  L  Fislier  «  a  money  manager  based 
in  Woodside,  Calif  His  book  Super  Stocks  « 
piMisixd  by  Dow  Jones-Irwin. 


sheet  via  some  very  broad  account- 
ing policies  that  give  management 
tremendous  temporary  leeway. 

Quarterly  financials  include  un- 
disclosed assumptions  about  how 
much  inventory  was  consumed  in 
making  products  and  how  much 
was  destroyed  through  bad  produc- 
tion. Once  management  decides 
how  much  was  wasted,  that 
amount  is  expensed  against  income. 
Estimates,  at  best.  At  worst,  it's  a 
great  place  for  deception.  A  too-low 
assumption  about  inventory  con- 
sumption can  boost  reported  prof- 
its, even  in  the  midst  of  a  real  loss. 
The  only  warning  is  the  sky-high 
pile  of  paper  "inventory"  remaining 
on  the  balance  sheet  afterwards. 

Doesn't  management  realize  that 
such  tricks  will  catch  up  with  it  in 
the  end?  It  rationalizes  that  maybe 
the  loss  can  be  made  up  later  on  and 
that  investors  will  never  know  the 
difference. 

How  do  you  detect  this  chica- 
nery? Beware  of  inventories  that 
rise  relative  to  sales.  It  is  worse  if 
sales  are  falling  while  inventories 
are  growing. 

The  same  thing  can  be  done  with 
bad  receivables.  lust  keep  them  on 
the  books  at  100  cents  on  the  dollar 
and  pray.  Normally,  managements 
keep  inventories  and  receivables  as 
low  as  possible  relative  to  their 
sales.  After  all,  why  add  too  much? 
They  will  have  to  borrow  from  the 
banks  to  finance  any  excesses, 
which  means  more  interest  expense 
and  lower  real  profits. 

Other  classic  tricks  include  de- 
creased pension  plan  contributions 
ionly  visible  at  year-end)  and  in- 
creased nonoperating  income. 

All  this  brings  me  to  MCI,  which 
I  criticized  in  my  column  of  July  29, 


1985.  When  MCI  acquired  SBS  fr 
IBM,  I  felt  MCI  was  stretched  I 
thin  at  a  time  when  its  balanl 
sheet  quantity  and  quality  had 
graded  massively  year  to  year.  I  j 
visioned  SBS  dragging  MCI  into 
ink.  It  hasn't.  I  was  wrong — and  J 
eating  my  hat.  But  two  things  w{ 
right  in  that  column.  First,  the 
ance  sheet  kept  eroding.  It 
proved  this  quarter  but  is  still  wi 
now  than  it  was  then.  Second, 
stock  is  down  from  11  to  7,  w. 
the  Dow  industrials  are  up  50% 
were  you,   I  would  continue 
watch  the  balance  sheet  for  clues! 
MCI's  future — or  anyone  else's. 

The  same  way  a  deteriorating  bi 
ance  sheet  warns  of  trouble,  n 
proving  balance-sheet  quality  oft| 
foreshadows  long-term  improt 
ments  in  earnings.  Here  again  y< 
catch  the  crowd  sleeping.  When 
outfit  has  had  problems,  then  dd 
all  the  right  things  to  fix  them, 
will  simultaneously  deal  with  i 
balance  sheet,  initially  writing  c 
the  ballooned  inventory,  recei 
ables  and  what-have-you  that 
pair  the  balance-sheet  quantity 
improve  its  quality.  The  quand 
improvements  are  likely  to  folia 
close  behind. 

System  Industries  (61  looks  good  b 
cause  an  18-month-old  manag 
ment  got  the  dirt  out  from  under  i 
rug.  Balance-sheet  quantity  ai 
quality  have  been  improving  steac 
ly  for  five  quarters,  which  shoui 
help  rack  up  about  five  million  ra 
dollars  of  earnings  in  the  next  1 
months,  while  the  market  valu« 
this  S100  million  gales'  companyj 
a  mere  S36  million. 

I  first  recommended  l-hmigd 
Corp.  (11)  on  Sept.  10,  1984  at  6  an 
again  last  Nov.  4  at  14.  The  stoc 
got  up  to  21,  and  my  July  28  colum. 
said  to  bail  out  at  16.  Since  then  th 
stock  sank  to  9  as  the  dollar  an 
mark  rose  relative  to  their  chie 
competitor's  English  pound.  Bu 
enough  is  enough.  The  earnings  wil 
be  off,  but  the  falling  price  ova 
looks  a  much  brighter  balance-shee 
picture.  Oh,  by  the  way,  this  high 
tech  rapid  grower  now  sells  for  jus 
a  bit  over  a  very  strong  book  value 

Receivables  have  dropped  notice 
ably  at  Mobasco  (25V  while  inveD 
tories  and  the  current  ratio  remaii 
stable.  Long-term  debt  has  dropped 
too — by  23%   since  year-end.  Itel 
cheap  valuation  and  cushy  balanal 
sheet  let  you  sit  comfortably  witl| 
this  furniture  maker  as  bnghte 
earnings  spring  forth.  ■ 
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EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


VINE  CELLARS 


WINE  CELLARS 


/NECELLARS-USA 

[igh-Quality  •  American  Made 
ii  fetime  Warranty  on  Redwood  Racks 

(Wtack  Systems  and  Cellars  /torn  600  -  20,000  Bottles 
uelFearures:  WoodConstruction9lna"widual  Bottle  Nesting 
\hfanty  on  Compressor*  Uniform  Temperature  &  Humid- 
ikiroper  Aeration9  120  VAC  operation-No  Special  Wiring 

Retail  YourCost 

Ipttle  (Pictured)  $2495  $1495 

Jottle Twin  Unit   4495  2795 

t»  00  or  more  commission  on  sales  from  your  leads. 

I  liars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 

i  nes  &  other  cellars,  we  are  licensed  wine  merchants — Call 

I  mpic  Sales  Co.  sinCei947 

;.aBreaAve.,  Los  Angeles,  C  A  90036  Visa/AmEx/MC 
)r21-8045orinCA(213)937-3221    •    We  Ship  Anywhere. 


TRAVEL 


r  ISE  IN  THE  KNOW 


TRAVEL0W 


E  CITIES  WORLDWIDE 

ftmdtrip  from  JFK,  New  York) 
rope  •  Australia  •  Orient 

If     $1099  Melbourne  $1299 

h:o  329  Nice  599 
595  Pans  499 

i  ai  810  Rio  Oe  Janeiro  790 
729  Tokyo  695 
399  Vienna  549 

c  499  Zurich  549j 

J       mi  I  PRFP 


TOLL  FREE 
YrvQ-W2  NATIONWIDE 
OUtSide  NY  800-231-5561 
8-445-1302  718-445-8429 


ESS  OPPORTUNITIES 


a     W  i 


15,000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
luiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800-327-9630 
in  Fla  call  800-533-4663 


LE 

I  VNEB 


IE  THE  BOSS 

>ir  Speedy  Printing  Center  fran- 
ver  600  others  have,  ask  them, 
today  for  free  information. 

Speedy* 

Printing  Cent&f-B 

J131  VERDUGO  DRIVE 
'NA  HILLS,  CA  92653-1342 
CALL  1-800-854-3321 


ELLANEOUS  FOR  SALE 

BTMENTGEMSTONES! 
1ANTEED  LIQUIDITY!!! 

desale  catalog.  Satisfaction  Gtd 
rs!  Member:  Jewelers  Board  of 
Thamber  Commerce.  American 
ie  Assn 

HOUSE  OF  ONYX 

No.  One  Main  Street 
reenville.  Kentucky  42345 
ILL  FREE  1-800-626-8352 


AUCTION 


James  C.  Leake 
&  Antiques,  Inc. 

1st  LOS  ANGELES 

CAR  AUCTION 

AT  DODGER  STADIUM 

Friday,  Saturday  &  Sunday 
December  5,  6  &  7,  1986 

575  Great  Cars 
to  be  Auctioned 

Dean  Kruse,  Auctioneer 

RESERVE  YOUR  POSITION  NOW! 

CALL  OR  WRITE  TODAY  FOR  BIDDER 
INFORMATION.  FREE  COLOR  AUCTION  BROCHURE 
&  CONSIGNMENT  INFORMATION 

ANTIQUES,  INC. 

P0.  Box  1887,  Muskogee,  OK  74402 
(918)  683-3281 


REAL  ESTATE 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group.  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr. 
history 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  803-643-3536 
West:  714-496-3238 


MERCHANDISE 


Weber  Parlor  Grand  Player  Piano 

Circa  1914  Mint  Condition. 
Manual  and  Electric. 
100  rolls  of  music  plus  original 
storage  cabinet 
Asking  price  $25,800 
Barry  A.  Roberts 
Box  514  RD1.  Newtown,  PA  18940 
Phone:  215-968-1812 


MAILING  LISTS 


16  Million 
Businesses 
Homeowners  by 
Income  Ratings 
•  6,010,000  Investors 


W.  S.  PONTON,  INC. 

5149  Butler  St.  •  The  Ponton  Bldg 
Pgh,  Pa. 15201  .  412-782-23  60 


It's  better  to  give.. .and 
receive  a  FREE  sample! 


It's  getting  close  to  the  time  to  start  thinking  about  all 
those  business  gifts  you  want  to  give.  Well,  a  lot  of  folks 
choose  from  our  catalog  full  of  good  old  fashioned  Tennes- 
see country  foods  and  just  have  us  ship  our  brand  of  good- 
ness direct. 

You  might  like  that  idea,  too!  And  to  help  you  make  up 
your  mind,  I'll  send  you  ABSOLUTELY  FREE  a  Vz  lb. 
package  of  my  Hickory  Smoked,  Dry  Cured  Country  Bacon 
along  with  our  catalog. 

Just  send  me  your  business  card  or  your  request  on  your 
company  letterhead. 

Erskine  Early 


)/>  Stand 


RURAL  ROUTE  #2,  SPRING  HILL,  TN  37174 
(615)  486-2230 


K905 


FLAGS,  FLAGPOLES  AND  BANNERS 


Good  news  for  the 
Flag  Flyer! 


•  American  flags 

•  State  &  foreign 
flags 

■  Corporate  logo  and 

custom  flags 
1  All  size  flag  poles 

in  stock 

'  Exterior  banners 


FREE  22  PAGE  CATALOG! 

Mail  your  business  card  today  to: 


Kronb«rgi  7106  Maplendge 
Flogi  and  Houston,  Texas  77081 
Flagpoles  (713)  666-2371 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 

1-800-JR-CICAR 


ART  &  ANTIQUES 


YACHTS 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  i  bargain  sale  to  a  chanty,  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return 
Airplanes,  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


PORTRAITS 
IN  MARBLE 


Life  size  portrait  busts  in  white  Carrara 
marble  Hand  carved  from  photographs 
by  distinguished  Italian  sculptors.  Like- 
ness guaranteed .  $6,000-17,500  For 
offices,  homes,  public  display  Profile 
bas  reliefs  on  bronze  plaques  also 
available .  Catalog  of  classic  statues  $5 . 

ELEG  ANZA  LTD.    America  s  foremost 
importers  of  European  statues. 
3217  W.  Smith,  #914 
Seattle,  WA  98199  •  206-283-0609 


COMPUTERS 


FOR  INFORMATION  ON  FORBES 
CLASSIFIED  WRITE  OR  CALL: 
LINDA  LOREN 
FORBES  CLASSIFIED 

60  Fifth  Avenue  New  York.  N  Y  10011 

(212)  620-2440 


Radio  /hack -TANDY 


Our  10th  vear  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgt.  Prepaid.  Save  Tax 
ttf      Toll  Free  800-231-3680 

Nil  mARYlTlflC  INDUSTRIES  INC 

22511  Kaly  Fwy. 
Kaly  (Houston)  TX  77450 
1-713-392-0747  Telex:  774132 


Forbes:  Capitalist  Tool 
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MOM  V  &  INVESTMENTS 


With  the  new  tax  hill,  maybe  joe  Schum- 
peter  should  he  your  investment  adviser. 

BACK  TO  BASICS 


By  Srully  Blotnick 


mwzy 


it « 


After  decades  of  operating  under  tax 
laws  that  encouraged  long-term 
capital  gains  rather  than  short-term 
profits,  investors  need  to  change 
their  ways  of  thinking.  Under  the 
new  law,  there's  no  tax  difference 
between  a  stock  held  for  a  few  days 
and  one  held  for  a  decade.  Further- 
more, tax  shelters  will  become  use- 
less to  most  investors. 

So,  it's  back  to  fundamentals, 
back  to  Graham  and  Uodd,  and  even 
to  Joseph  Schumpcter.  From  now  on 
intelligent  individual  investors  will 
be  making  their  investment  deci- 
sions with  scant  regard  for  tax  con- 
siderations. Look,  then,  for  them  to 
do  what  smart  institutional  inves- 
tors have  long  been  doing:  buying  or 
selling  on  the  basis  of  what  they  see 
ahead  for  the  economy.  The  stock 
market,  after  all,  is  just  a  complex 
machine  for  discounting  corporate 
earnings  and  the  business  cycle. 
However,  for  years  the  working  of 
that  machine  has  been  distorted  by 
tax  considerations. 

Extra  reason,  therefore,  for  re- 
membering that  the  business  cycle 
has  not  been  repealed.  Curiously, 

Dr  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
now  M  ailable  in  paperback,  and  The  Cor- 
porate Steeplechase. 


45%  of  the  investors  in  my  sample- 
are  convinced  that  it  has  become 
irrelevant.  "I've  been  waiting  and 
waiting  for  us  to  have  a  recession," 
a  49-year-old  retailing  executive 
told  me.  "Now  I  don't  think  we'll 
have  one  anytime  soon.  Maybe 
we've  learned  how  to  control  them, 
and  they've  become  a  thing  of  the 
past."  So  many  investors  express 
similar  sentiments  that  even  a  non- 
contrarian  should  be  wary. 

The  U.S.  is  in  the  fifth  year  of 
recovery  and  expansion  from  the  last 
recession,  in  1981-82.  Economists 
consider  that  particular  recession 
the  worst  since  the  Great  Depres- 
sion— and  the  general  public  viewed 
it  as  such  at  the  time — but  memory 
plays  tricks.  More  than  three  out  of 
four  business  people  I  have  recently 
surveyed  now  rate  the  economic 
contraction  that  occurred  early  in 
this  decade  as  having  been  "mild, 
not  severe."  Good  times  today  obvi- 
ously affect  the  way  we  remember 
yesterday's  hardships.  So  does  the 
general  belief  that  it  is  somehow  in 
the  power  of  government  to  do  away 
with  business  cycles. 

Robert  J.  Gordon,  a  Northwestern 
University  economics  professor, 
writing  in  an  excellent,  just-pub- 
hshed  National  Bureau  of  Economic 
Research  monograph,  The  American 
Business  Cycle  (University  of  Chica- 
go Press,  $78),  states  that  "pre- 
Keyncsians  treated  business  cycles 
as  self-generating,"  an  inevitable  re- 
sult of  "the  uncoordinated  interac- 
tion of  economic  agents  [individuals 
and  companies]  in  the  private  sec- 
tor." However,  economists  since 
Keynes — including  monetarists  like 
Milton  Friedman — "attribute  to 
government  rather  than  private  ac- 
tions a  substantial  fraction  of  the 


blame  for  post-World  War  II  cycle 

To  sum  up:  Before  Keynes,  t 
contractions  were  "nobody's  fa 
merely  an  inherent  feature  of 
capitalist  system.  After  Keynes,  i 
cessions  became  "the  govcrnmen 
fault."  Since  the  1973-74  OPEC-j 
duced  oil  shock,  amateur  and  pi 
fessional  economists  alike  incres 
ingly  have  favored  an  attitude 
"it's  all  the  fault  of  foreigners,"! 
tially  blaming  OPEC  and  now  Jan 
and  our  other  trading  partners  £ 
any  economic  setbacks  we  suffer. 

So  what-  Aren't  debates  abo 
"external  versus  internal  econom 
shocks  as  causes  of  U.S.  rcccssioni 
of  interest  primarily  to  an  acaden 
audience?  Not  this  time.  The  fa 
that  we  are  enioying  an  especial 
long  up-trend  is  hardly  proof  th 
the  business  cycle  no  longer  exisl 
Let  me  quote  a  useful  remin 
once  voiced  by  the  great  econoi 
Schumpeter:  "Analyzing  busini 
cycles  means  neither  more  nor  Id 
than  analyzing  the  economic  pi 
cess  of  the  capitalist  era.  CydT 
aren't  like  tonsils,  separable  thin] 
that  might  be  treated  by  therj 
selves,  but  arc,  like  the  beat  of 
heart,  the  essence  of  the  organisi 
that  displays  them." 

Since  then  we  have  learned  th. 
even  communist  and  socialist  coii 
tries  have  business  cycles;  it  is  pa 
of  their  heartbeat,  too.  Apparent!! 
no  one  can  abolish  these  period 
lurches  forward  and  backward 
the  path  of  economic  growth.  Invd 
tors  will  be  paying  closer  attentia 
to  the  topic  in  the  near  future 
cause  an  increasing  number 
stumbling  on  an  all-importau 
truth:  The  lion's  share  of  the  profi 
made  during  a  typical  stock  mark< 
cycle  arc  reaped  by  those  who  pa 
their  purchases  and  sales  to  the  c] 
clic  movements  of  the  economy. 

Since  the  market  is  a  discountui 
mechanism,  it  will  begin  going  u 
before  the  economy  starts  recove 
ing  and  will  head  down  before  tb 
economy  does.  From  now  on,  an 
meamngiul  effort  to  time  your  it 
vestments  should  be  based  not  o 
tax  gimmicks  but  on  a  close  stuc 
of  where  we  stand  at  any  given  tim 
in  relation  to  the  business  cyck* 
Programmed  trading  may  be  in  th 
headlines,  but  the  economy's  irref 
ularly  cyclic  behavior  (exerting  it 
powerful  effects  behind  the  scenes 
will  determine  whether  the  stock 
you  have  carefully  selected  for  you 
portfolio  ultimately  generate  a  prol 
it  or  a  loss.  ■ 
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Commodities 


MONEY  &  INVESTMENTS 


%oe  Canadian  dollar  is  in  the  doghouse, 
^ad  for  good  reason:  Canada  is  heavily 
impendent  on  raw  materials  exports. 

BUY  STRENGTH, 
SELL  WEAKNESS 


By  Stanley  W.  Angrist 


He  factors  that  drive  the  Canadian 
liar — such  as  interest-rate  differ- 
■ials  between  Canada  and  its  ma- 
«  trading  partners,  its  trade  pos- 
le  and  budget  deficit — are  not 
sbstantially  different  from  those 
tiat  drive  the  U.S.  dollar. 
Wowever,  Canada's  manufactur- 
■  base  is  much  smaller  than  its 
■athern  neighbor's,  resulting  in  an 
;momy  that  is  far  more  dependent 
nn  the  U.S.'  on  the  production  and 
jport  of  raw  materials.  Its  imports 
me  been  relatively  constant,  while 
Ices  of  its  major  exports — oil,  gas, 
pper,  wood  and  its  products,  and 
to  grains — have  declined. 

-Vhile  the  U.S.  hardly  can  take 
fide  in  the  ability  of  the  govern- 
int  to  control  its  budget  deficit, 
lie  Gramm-Rudman  Act  has  been 
iMeast  an  attempt  to  do  so.  Canada 
h  no  reed  even  as  weak  as  that  to 
in  on.  As  a  result,  the  govern- 
ijmt-projected  deficit  of  C$29.5 

lion  for  the  fiscal  year  that  began 
i  April  is  viewed  by  many  as  hope- 
fsly  optimistic.  If  it  proves  to  be, 
bn  the  market  will  view  the  defi- 
|  as  fiscally  irresponsible,  adding 
fcl  to  the  fire  for  a  lower  value  for 
E  Canadian  dollar. 

tnley  W.  Angrist  is  a  commodity  specu- 
hr,  consultant  and  longtime  observer  of 
I  commodity  markets. 


The  above  outline  suggests  a 
short  position  in  the  Canadian  dol- 
lar. But  Washington  Econometrics,  a 
fundamentals-based  newsletter  (for 
information  call  202-323-6130), 
thinks  it  has  a  better  trade. 

West  Germany's  GNP  growth 
during  the  first  half  of  1986  was 
weak — a  meager  1.75%.  The  prima- 
ry causes  were  poor  weather,  low 
exports  and  the  failure  of  German 
industry  to  restock  its  inventories. 
The  second  half  of  1986  will  be  the 
beneficiary  of  the  weak  first  half. 

With  unemployment  at  2.1  mil- 
lion and  consumer  prices  actually 
dropping  by  0.3%  per  annum,  the 
German  central  bank  persists  in 
worrying  about  inflation — perhaps  a 
residue  of  the  hyperinflation  of  the 
1920s.  Even  though  the  economy 
will  experience  some  wage  inflation 


in  1986  and  1987  because  of  the 
demand  for  skilled  labor,  overall 
consumer  prices  will  most  likely 
not  increase  in  1986  and  go  up  only 
1.4%  for  1987. 

The  U.S.  has  resolutely  tried  to 
get  the  Germans  to  cut  their  dis- 
count rate  to  match  its  own  rate 
cuts.  And  just  as  resolutely  they 
have  resisted  our  importunings.  It 
appears  that  they  are  not  going  to  go 
along  willingly  anytime  soon.  The 
combination  of  a  strong  economy,  a 
low  inflation  rate,  a  nonstimulative 
fiscal  policy  and  a  restrictive  mone- 
tary policy  will  help  to  keep  the 
deutsche  mark  strengthening. 

These  fundamentals  suggest  a 
trade  that  takes  advantage  of  the 
expected  weakness  in  the  Canadian 
dollar  and  the  continuing  strength 
in  the  deutsche  mark.  If  this  analy- 
sis is  correct,  a  long  position  in  the 
mark  and  a  short  position  in  the 
C  dollar  would  be  profitable.  This 
trade  should  be  put  on  with  the 
cross-hedge  ratio  at  less  than 
C$0.71  per  mark.  (This  ratio  may  be 
calculated  by  dividing  the  U.S.  dol- 
lar value  of  the  mark  by  the  U.S. 
dollar  value  of  the  Canadian  dollar.) 

The  margin  on  this  trade  is 
$1,000,  while  the  round-turn  com- 
mission is  about  $40  at  a  discount- 
er. Risk  no  more  than  $1,500  on  the 
trade,  and  look  for  the  cross-hedge 
ratio  to  widen  to  at  least  0.78.  At- 
tempt to  use  the  March  contracts, 
even  though  they  are  exceedingly 
thin  now;  that  will  give  the  spread 
more  time  to  work  without  having 
to  roll  it  over.  ■ 


Mark  your  Canadian  dollars 


Conditions  in  Canada  preclude  the  C  dollar's  gaining  much  strength  soon. 
Meanwhile,  the  mark  has  all  the  factors  in  place  for  its  continued  gain  on  both 
the  C  dollar  and  the  U.S.  dollar.  The  fundamentals  suggest  a  profitable  long 
mark/short  C-dollar  trade.  These  values  are  for  the  December  contract. 


Exchange  rate 


24  1 
June 


8      5     22    29     5     12    29    26     2      9     16    23    30     7     14  21 
July  August  September  October 
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AMETEK  INC.  N 

PAOLI.  Pa.— Oct.  22— AMETEK  Inc.  (NYSE  PSE  AME) 
Wednesday  reported  record  sales  for  the  third  quarter  and 
first  nine  months  of  1986  ended  September  30 

The  diversified  industrial  manufacturer's  third  quarter 
sales  reached  $138.9  million,  compared  to  $122.8  million 
shipped  in  the  same  period  last  year,  and  produced  earn- 
ings of  $7.6  million  or  35  cents  per  share. 

In  last  year's  third  quarter  the  company  earned  $8.8 
million  or  40  cents  per  share. 

Sales  totals  in  the  nine  months  were  also  a  record  for 
AMETEK  at  $426.5  million,  up  from  the  $364.2  million 
shipped  in  the  first  three  quarters  of  1985  Net  income  of 
$26.7  million  or  $1.21  per  share  this  period  was  up  slightly 
over  the  $26.5  million  or  $1.21  per  share  which  AMETEK 
earned  in  the  first  nine  months  last  year. 

Some  of  the  year-to-year  sales  growth  results  from  the 
addition  of  new  businesses  which  the  company  purchased 
in  the  third  and  fourth  quarters  of  1985.  according  to 
AMETEK's  president  Robert  L.  Noland  "We're  also  seeing 
some  record  results  from  those  divisions  which  produce 
consumer-related  products  and  materials  where  market 
demand  continues  to  be  strong."  Noland  said. 

"AMETEK  has  experienced  high  costs  on  several  new 
programs  and  product  developments  involving  advanced 
technologies  which  have  affected  third  quarter  results  '' 
Noland  said.  "We  consider  this  a  temporary  situation  and. 
while  we  have  instituted  most  reduction  programs,  we  have 
not  cut  back  on  important  investments  in  research  and 
development,  which  are  running  25  percent  ahead  of  last 
year's  totals.  Capital  spending  AMETEK's  investment  in 
new  plants  and  advanced  new  production  equipment,  is  up 
nearly  13  percent  over  last  year's  figures."  Noland  reported 

AMETEK  Inc. 

Financial  Highlights 
Three  Months  Ended 
September  30 


Nine  Months  Ended 
September  30 


1986 

1985 

I986IAI 

1985 

Sales 

SI 38  948  000 

112?  794.000 

5426.488.000 

J364  192  000 

Net  Income 

7.638.000 

8  757  000 

26.689.000 

26  473  000 

Earnings  Per  S^are 

35  cents 

JO  cents 

1.21 

Dmdends  Per 

Share 

25  cents 

20  cents 

75  cents 

60  cents 

Avg  Shares 

Outstanding 

21.950.566 

22  002  822 

22.035438 

21.954  892 

(A)  Reflects  a  change  effected  in  the  firs!  quarter  in  method  of  accounting  for 
certain  pension  costs  and  includes  a  pretax  gain  of  $6.3  million  on  sales  of 
securities  and  charges  of  $4.3  million  for  equipment  writedowns  and 
consolidation  of  certain  manufacturing  operations  recorded  in  the  second 
quarter. 

In  the  most  recent  four  consecutive  quarters  AMETEK  has 
earned  $1.59  per  share. 

(Contact  Darrah  Ribble.  AMETEK.  Inc..  Station  Square 
Two.  Paoli,  PA  19301.  Phone:  (215)  647-2121.) 


COMPUTER  TASK  GROUP  0 

BUFFALO.  N  Y. — Oct.  17— Computer  Task  Group  Inc..  a 
computer  services  company.  Thursday  announced  its  results 
for  the  third  quarter  ended  Sept.  30.  1986. 

David  N.  Campbell,  chairman  and  chief  executive  officer, 
noted  that:  "Our  results  continued  the  trend  of  earlier 
quarterly  periods  of  good  growth  in  revenue  (24%).  operat- 
ing income  (17%)  and  pretax  income  (23%)." 

However,  the  pretax  improvement  of  23%  resulted  in  a 
6%  decrease  in  earnings  per  share  because  of  an  increased 
number  of  shares  outstanding,  as  a  result  of  a  stock 
offering  in  Julv.  1985.  and  a  higher  tax  provision  (46%  vs. 
38%). 

In  the  third  quarter.  CTG  completed  three  major  acquisi- 
tions which  will  contribute  towards  the  company's  strategy 
of  becoming  a  major  international  supplier  of  professional 


services  The  acquisitions  were  Maxima  Computer  Consul- 
tants Ltd  of  Ottowa.  Canada,  with  offices  in  Ottawa. 
Toronto  and  Tampa.  Fla  Shubrooks  Ltd  of  London,  and 
Creative  Computing  Co  with  offices  in  Cleveland  and 
Columbus.  Ohio. 

The  acquisitions  of  Maxima  and  Shubrooks  will  help  CTG 
gam  a  presence  in  foreign  markets,  while  Creative  Comput- 
ing will  make  CTG  a  major  supplier  of  professional  services 
in  both  Cleveland  and  Columbus. 

With  corporate  headquarters  in  Buffalo.  Computer  Task 
Group  has  a  network  of  50  offices  throughout  the  United 
States.  United  Kingdom  and  Canada  and  a  staff  of  over 
2.000  systems  engineers  Over  75%  of  the  Fortune  100 
companies  are  CTG  clients  In  1985.  the  company  generated 
over  $115  million  in  revenues. 

CTG  shares  are  traded  publicly  through  the  National 
Association  of  Securities  Dealers  under  the  symbol  "CTSK." 

Computer  Task  Group  Inc. 
Financial  Highlights 

Nine  Months  Ended  Quarter  Ended 


Re.erue 

Ooerating 
income 

Income  be- 
fore taxes 

Net  income 

EPS 


9  30  86 
S104  628.000 


9  30  86 
$36518.000 


6  334.000      5  002.000   -27%      1.959.000    II  673 000  -  17% 


7  085  000 
3.821  000 
51 


5  023  000   -  41% 
2  762.000   -  38% 
50  -2% 


2  155.000 
I  160,000 
16 


175?  000  -23% 
1  096.000  -6% 

.17  -«% 


sfa'es  7  4  91.000     5  472  000    -  37%     7.492.000     6419000  -17% 

(Contact:  William  Adamucci.  Vice  President-Finance. 
Computer  Task  Group  Inc..  800  Delaware  Avenue.  Buffalo. 
NY  14209.  (Phone)  716-882-8000.) 
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AFFILIATED  PUBLICATIONS.  INC.  A 

Oct.  15.  Affiliated  Publications.  Inc  reported  today  that 
1986  third-quarter  income  from  continuing  operations  was 
$8,937,000  or  $  51  per  share,  versus  $4,966,000  or  $.27  per 
share  for  the  same  period  in  1985.  Income  from  continuing 
operations  for  the  first  nine  months  was  $26,025,000  or 
$1.45  per  share,  versus  $17,710,000  or  $.96  per  share  in 
1985.  (Affiliated  Broadcasting.  Inc..  which  has  reached  an 
agreement  to  sell  its  nine  radio  properties,  is  excluded  from 
continuing  operations.) 

Net  income  for  the  third  quarter  as  $9,097,000  or  $.52 
per  share,  versus  $7,212,000  or  $.39  per  share  in  1985.  Net 
income  for  the  first  nine  months  of  1986  was  $25,943,000 
or  $1.45  per  share  versus  $20  031.000  or  $1.09  per  share  in 
1985.  Net  income  for  1985  includes  $.12  per  share  relative 
to  the  after-tax  gain  on  the  sale  of  a  radio  station. 

Revenues  from  continuing  operations  for  the  third  quar- 
ter were  $98,774,000  compared  with  $84,001,000  a  year 
ago  Revenues  from  continuing  operations  for  the  first  nine 
months  of  1986  were  $290,849,000.  versus  $255,006,000 
in  1985. 

Changes  in  the  tax  law  for  the  discontinuance  of  the 
investment  tax  credit  will  not  have  a  material  effect  on  the 
net  income  for  the  third  quarter  of  the  year  1986. 

William  0.  Taylor,  chairman  of  the  board  and  chief 
executive  officer,  said  the  gains  in  Affiliated  s  earnings  for 
the  third  quarter  were  the  result  of  dramatic  increases  in  all 
categories  of  Boston  Globe  advertising.  The  gains  were  led 
by  Classified,  up  212%.  The  Boston  Globe  s  total  advertis- 
ing volume  increased  10.6%  in  the  third  quarter. 

"We  are  very  pleased  by  the  outstanding  results  of  this 
quarter."  Taylor  said. 

Affiliated  Publications.  Inc.  is  the  parent  company  of 
Globe  Newspaper  Company,  publisher  of  The  Boston  Globe. 
It  also  owns  45%  of  the  common  stock  of  McCaw  Communi- 
cations Companies.  Inc.  of  Kirkland.  Washington,  a  commu- 
nications company  with  interests  in  paging,  cable  television 
and  cellular  telephone  systems  nationwide. 

McCaw  operates  cable  television  in  11  states  and  paging 
systems  in  12  states.  Upon  the  completion  of  pending 
cellular  acquisitions.  McCaw  will  be  the  largest  non-wireline 


cellular  company  in  the  country,  with  majontl 
25  markets.  Affiliated  and  McCaw  operate  til 
tures.  one  in  cable  television  and  the  other  in  | 
telephone  systems 

Consolidated  Statements  of  Operation  (unauiJ 
(All  amounts  in  thousands  except  per-share  and  snarl 


Third  Quarter 

Sept.  28 

Sept  29 

Sept ; 

198E 

1985 

1966 

Operating  Revenues: 

Advertising 

$80,291 

166.374 

$236  7 

Circulation 

17.827 

17.167 

52  4 

656 

460 

1.1 

98.774 

34  001 

290.E 

Operating  Expenses 

Direct  costs  of 

production 

40.730 

37.781 

123.1 

Selling 

21.110 

19502 

63.1 

General  and 

administrative 

1 1 .087 

9  862 

33.3 

Depreciation  and 

•  -;:':' 

4.151 

3  288 

12.3 

77.078 

"  is- 

232.C 

•'      ' : 

21.696 

■ 

58.7 

Other  Income  (Expensel 

Interest  expense 

(947) 

(388) 

(2.71 

Interest  income 

285 

1.354 

3 

Equity  in  losses 

of  (Oint  venture 

(2.450) 

(2.44 

Equity  in  losses 

of  affiliates 

(2400) 

(7: 

Other  net 

13 

i 

in 

3.099 

:  130 

(5.1 

Income  Before  Federal 

and  State  Income  Taxes 

18.597 

12  138 

53.0 

Federal  and  State 

Income  Taxes 

9.660 

7.172 

27.01 

Income  from  Continuing 

Operations 

8.937 

4.966 

26.01 

Income  (Loss!  tram  Discontinued 

Operations. 

Net  of  Income  Taxes 

160 

128 

(8 

Gains  on  Sale  of  segment  of  Discontinued  Operations 

Net  of  Income  Taxes 

2  118 

Net 

$9,097 

{7.212 

$25.» 

Income  Per  Share  from 

• 

S  5' 

S  27 

nj 

Net  Income  per  Share 

$.52 

• 

$1.- 

Share  used  m  per  share 

17.656.504 

•  •.  • 

1 7  894.0 

.  •,:  -  \         v  -v;-  ;■, 

Revenues: 

Newspaper 

$98,236 

$83  586 

$289.51 

Other 

538 

415 

1.21 

98.774 

■-  . 

290.3- 

Operating  Income. 

Newspapers 

22.445 

14.262 

61.01 

Other 

(102) 

8 

(33 

General  Corporate 

(647) 

".: 

(1.97 

$21,696 

S13  568 

$58.7! 

(Contact:  Daniel  Orr.  Vice  President  Aff that) 
tions.  Inc..  135  Mornssey  Boulevard.  Boston. 

(617)  929-3035.) 

PHOTRONICS 

Hauppauge.  N.Y..  Sept.  29 — John  McGovem 
Photronics  Corp..  manufacturer  of  optical  a 
optical  systems  and  subsystems  for  military  an 
applications,  announced  a  54%  increase  in  sale 
months  ended  August  31.  1986  to  a  record  $6, 
compared  to  last  year's  first  half  of  $3,964.53 


j  76%  to  $404,471.  ($.25  per  share)  from 
.15  per  share)  the  previous  year, 
t  September  1,  1986  is  a  record  $12.7  million 
)  the  Company's  receipt  of  full  funding  for  the 
of  Ground  Support  Equipment  for  the  Apache 
acklog  at  the  same  time  last  year  was  $9.2 

I  Corp.,  which  is  listed  nationally  by  NASDAQ,  is 
symbol:  PHOT. 

3ob  Russo,  Executive  Vice  President  of  Photron- 
0  Motor  Parkway.  Hauppauge,  NY  11788.  Tel. 


Teleflex  Income  and  Revenues 
Increase  in  Third  Quarter 

1.,  PA.  Oct.  16 — Teleflex  Incorporated  today  re- 
i  let  income  for  the  third  quarter  ended  Sept.  28, 
t  ised  by  17  percent  to  $3,428,000  compared  to 
jrfor  the  same  three  months  last  year. 
li  increased  37  percent  to  $53,993,000  for  the 
fc.us  $39,496,000  for  the  same  period  in  1985. 
tii  share  increased  14  percent  to  $.32  from  $.28 
rCyear. 

Erie  for  the  nine  months  ended  Sept.  28,  1986, 
c3  percent  to  $11,787,000  or  $1.09  per  share 
if)  $9,574,000  or  $.91  per  share  in  1985.  Reve- 
i1  24  percent  to  $157,009,000  compared  to 
630  last  year. 

TELEFLEX  INCORPORATED 
(Unaudited) 

li  s  Ended           Sept.  28.  1986  Sept  29.  1985 

$53,993,000  J39.496.000 

I  ies                 5,71  3,000  4.769,000 

3.428.000  2.929.000 

re                         $.32  1  28(A) 

.Ended            Sept.  28.  1986  Sept  29.  1985 

$157,009,000  S126.S06.000 

<es                19.644.000  16.229.000 

11,787,000  9.574.000 

(lire                       $1.09  (91(A) 

JmrtsUnrJmg        10.669.000  10.472.000(A) 
So  reflect  the  2-for-l  stock  split  distributed  June  1986 

^Incorporated  is  a  company  which  solves  engi- 
Jblems  by  the  development  and  application  of 
it  technologies. 

|:  John  F.Schoenfelder.  vice  president-treasurer  of 
Ic.,  155  S.  Limerick  Rd.,  Limerick,  PA  19468. 
948-5100) 

ELECOMMU NIDATIONS  INC.  N 

j  CITY,  MO — (Oct.  22)— United  Telecommunica- 
jarnmgs  per  share  were  49  cents  in  the  third 
986.  compared  to  51  cents  in  the  same  period  in 
dent  William  T.  Esrey  announced  Tuesday. 

'>  per  share  were  $1.53  for  the  nine  months  ended 
1986,  compared  to  $1.71  for  the  first  three 

;  1985. 

s  per  share  from  continuing  operations  were  49 
the  quarter  and  $1.61  for  the  nine  months, 
:o  53  cents  and  $1.77  for  the  periods  ended  Sept. 

riod  results  have  been  restated  to  classify  the 
AmeriSource,  which  was  sold  in  the  second 
discontinued  operations, 
ome  from  telephone  operations  increased  3.5 
$239.6  million  in  the  first  nine  months  of  1986. 

Uphone  System  revenues  were  up  2.3  percent  to 

in  in  the  first  three  quarters. 

Telecom's  equity  in  the  third  quarter  loss  of  US 

i  $17.1  million,  after  tax.  The  partnership  which 
Jnited's  long  distance  and  data  communications 
;  with  those  of  GTE  began  operations  July  1. 
felecom  benefitted  in  the  third  quarter  from  the 
of  the  first  $50  million  in  US  Sprint  pre-tax 
losses  to  GTE. 

nd  US  Sprint's  operating  loss  was  somewhat  less 
:ted  and  that  it  is  making  significant  gains  in  the 
nee  marketplace. 

irint  added  250,000  new  customers  in  July, 
i  August  and  400,000  in  September,"  Esrey  said, 
important,  its  penetration  of  major  corporate 
nas  been  excellent."  During  the  third  quarter,  US 
o  passed  the  12,000-mile  mark  in  laying  fiber 
e  for  its  23,000-mile  nationwide  network. 
:t:  Don  Forsythe.  United  Telecommunications,  Inc., 
11315,  Plaza  Station,  Kansas  City,  MO  64112. 
3)  676-3343.) 
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Special  because  publicly-held 
corporations  can  reach  America's 
most  important  investors  by  using 
Corporate  Report  Updates  in  Forbes. 

Appearing  once  each  month, 
Corporate  Report  Updates  enables 
companies  to  announce  important 
developments  to  the  astute,  investors 
who  read  Forbes.  Moreover,  tor  add- 
ed impact  this  Forbes  advertising  ser- 
vice is  positioned  in  the  popular 
"Money  and  Investments"  section  ot 
the  magazine. 

Forbes  has  720,000  subscribers  and 
a  total  readership  ot  over  two  and  a 
halt  million.  88%  ot  Forbes'  subscrib- 
ers own  corporate  stock,  with  average 
holdings  exceeding  $551,000.  Over 
half  are  involved  with  helping  others 
make  investment  decisions. 

Corporate  Report  Updates  in 

Forbes  is  an  advertising  investment 
your  company  can  protit  trom. 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 


Don't  fill  up  on  Phillips 

Some  bottom  fishers  are  saying 
that  Phillips  Petroleum,  recently 
10,  should  be  bought  for  a  play  on  the 
long-term  recovery  of  oil  prices.  Evi- 
dence: Phillips  has  finally  brought  un- 
der control  the  huge  debt  it  took  on 
recapitalizing  itself  in  order  to  escape 
T.  Boone  Pickens  and  Carl  Icahn.  To 
accomplish  this,  the  company  has 
sold  assets,  laid  off  thousands,  re- 
duced capital  spending,  cut  the  divi- 
dend and  more.  More  evidence:  Phil- 
lips' considerable  operating  leverage 
as  the  largest  U.S.  producer  of  natural 
gas  liquids,  and  the  asset-backing  of 
such  quality  reserves  as  the  North  Sea 
Ekofisk  field.  Offshore  California  pro- 
duction is  scheduled  to  begin  next 
year.  There  is  also  a  6%  yield,  more 
attractive  than  ever  with  tax  reform. 

But  the  bears  offer  a  powerful  rebut- 
tal. They  note  Phillips'  $5.8  billion  of 
remaining  long-term  debt — more 
than  70%  of  total  capital.  Some  $2.4 
billion  is  high  coupon,  at  fixed  rates  of 
143A%  and  137/s%.  There  is  also  near- 
ly S2  billion  more  of  floating-rate 
debt — trouble,  should  rates  rise. 

Phillips  is  scraping  by  mainly  be- 
cause the  price  of  oil  is  up,  say  the 
bears.  Even  so,  earnings  are  not  ex- 
pected to  exceed  $1  a  share  either  this 
year  or  next.  If  oil  prices  begin  falling 
again,  Phillips  might  well  have  to  part 
with  some  of  the  more  attractive  re- 
serves it  has  protected  in  the  recent 
asset  selloff.  After  adding  all  the  plus- 
es and  minuses,  Streetwalker  regrets 
that  it  must  side  with  the  bears  on 
this  one. — Thomas  Jaffe 


A  diamond  for  the  rough 

Oil  stocks  on  the  rumor  circuit. 
First  Phillips  Pete.  Now  Dia- 
mond Shamrock.  That's  right,  Dia- 
mond Shamrock,  which  overpaid  for 
Natomas  and  its  Indonesian  oil  in 
1983  and  is  paying  for  it  today.  Last 
year  Diamond  took  an  $810  million 
writedown.  Writedowns  continue.  In 
May  Occidental  Petroleum  and 
Drexel  Burnham  bought  its  chemicals 
business  for  $850  million.  The  coal 
business  is  for  sale.  The  dividend  has 
been  cut  three  times  since  1985.  Dia- 
mond also  has  eliminated  the  distri- 
bution of  units  in  an  8 1  %  -owned  mas- 
ter limited  partnership  created  for  its 
Gulf  of  Mexico  properties. 

Diamond  is  raising  cash  both  to  pay 
down   long-term   debt — more  than 


$1 .45  billion — and  to  buy  back  shares. 
Over  the  next  two  years  it  will  repur- 
chase up  to  25  million,  or'21%,  of  its 
126.5  million  fully  diluted  shares. 

Good,  say  the  speculators:  A  leaner 
Diamond  would  be  an  attractive  tar- 
get, worth  $18  to  $20  a  share.  They 
point  out  that  at  a  recent  12% — half 
the  share  price  in  1983 — the  market 
capitalization  is  just  SI. 6  billion. 

But  as  with  Phillips,  there  is  less 
than  meets  the  eye  with  the  Diamond 
story.  For  one  thing,  Diamond's  gas 
reserves  are  not  cheap.  Nor  do  they 
have  an  especially  long  life.  The  aver- 
age finding  cost  of  its  U.S.  oil  reserves 
is  about  33%  higher  than  the  indus- 
try's. Indonesia  is  a  mess  because  of 
oversupply  in  the  Far  East. 

Who's  flogging  the  takeover  line? 
Greenmailers,  perhaps,  eager  to  help 
management  speed  up  the  buyback. 

If  a  raider  surfaces,  look  for  the 
stock  to  trade  higher,  but  don't  expect 
it  to  reach  the  high  teens — absent,  of 
course,  much  higher  oil  prices. — T.J. 


The  friendly  skies 
of  US  Air? 

Rumor  is  going  around  that  deal- 
ster  Carl  Icahn  has  made  merger 
overtures  to  Arlington,  Va. -based 
USAir  on  behalf  of  his  TWA.  But  now 
get  this:  Yet  another  rumor  has  it  that 
Icahn  wouldn't  mind  in  the  least  if 
USAir  or  another  big  airline  were  to 
make  a  counteroffer  to  take  TWA  off 
his  hands.  With  TWA  around  23, 
Icahn  has  only  a  modest  paper  profit 
on  the  19  million  shares  he  bought  at 
an  average  price  of  20  or  so  to  take 
control.  In  recent  months  he  has 
bought  at  least  1.5  million  more  in 
the  low  20s.  Is  he  betting  on  his  abili- 

Jovce  Ravid 


Carl  Icahn  of  TWA 
Flight  capitalist. 


ty  to  turn  TWA  slowly  around? 
would  a  nice  fast  profit  tempt 
from  dreams  of  managerial  gll 
Once  a  trader,  always  a  trader. — 1 


Boone  blasts 

Boone  Pickens  is  mad.  After  i 
ing  Phillips  Petroleum  and  L 
cal  to  load  up  on  debilitating  debt 
story,  p.  106),  the  self-proclan 
champion  of  shareholder  rights 
now  blasting  Enron  Corp.,  the  natj 
gas  pipeline  company,  for  buying  b 
16%  of  its  shares  from  Irwin  Jac 
and  Leucadia  National,  the  greenn 
specialists,  at  $47,  a  6%  premi 
over  market.  (Enron  stock  drop 
quickly,  to  a  recent  40 Vi.) 
But  isn't  this  what  the  takeover! 


Mesa's  T  Boone  Pickens 
How  quickly  they  forget. 


lows  do  for  a  living-  When  Picke 
Mesa  Limited  Partnership  was  a) 
Pioneer  Corp.,  facobs  got  in  the  v* 
No  sweat.  Boone  quickly  paid  Irv 
and  his  crew  $25  a  share  for  their  L 
holding.  What  did  other  holders  g 
Just  $23.  The  Jacobs  group,  which  I 
paid  S29  for  its  stock,  also  got  a  M 
year  option  to  buy  15%  of  Pionee 
undeveloped  gold  and  silver  mine 
Colorado.  What's  that  about  eq] 
treatment  for  all  shareholders? — T. 


White  shoes,  please 

Drexel  Burnham  Lambert,  whi 
has  done  more  than  anyone  e 
to  back  buccaneers  since  Queen  Eli 
beth  I  backed  Sir  Francis  Drake, 
now  taking  the  other  side,  it  seems 
Recently  Drexel  signed  up  to  " 
structure"  stodgy  Goodyear  Tire 
Rubber  and  Lear  Siegler,  both  the  ki 
of  asset-laden,  heavy-in-the-wai 
companies  that  attract  the  kind 
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"This  is  the  way  you  always 


e  bouth  Pacific 


laneers  Drexel  often  finances, 
lies  might  argue  that  Goodyear 
■  Lear  Siegler  might  want  to  have 
feel  on  retainer,  to  make  sure  the 
|  doesn't  raise  money  for  some 
pker.  But  we  see  it  as  a  natural 
rression  in  Drexel's  evolution, 
ire  are  more  vulnerable  companies 
rthere  than  there  are  credible  at- 
iers.  Besides,  defending  the  Estab- 
;  nent  makes  you  part  of  the  Estab- 
ment.  Before  there  was  a  Morgan 

ley  &  Co.  there  was  a  J. P.  Mor- 
:  a  buccaneer  of  historic  propor- 

s.  If  Drexel  keeps  this  up,  the  firm 
;  have  to  put  in  a  bulk  order  for 
[te  shoes.— T.I. 


iroad,  plus 

I  ansas  City  Southern  Industries  is 
j  a  railroad  that  is  turning  some 
msticated  heads.  KC  runs  a  six- 
p,  1,660-mile  railway  with  main 
linals  in  Kansas  City,  Mo.  and 
as.  The  9.6  million-odd  NYSE 
es — recent  price  of  48 — are  trad- 
lear  their  12-month  low. 
dl  traffic  is  down  and  the  line's 
Is  are  low,  but  KC  has  been  cut- 
costs,  and  this  ought  to  pay  off  in 
er  earnings  next  year.  Even  at  de- 
sed  levels,  however,  the  railway 
generates  about  $90  million,  or 
;hly  $9.70  a  share,  of  pretax  cash 
Meanwhile,  industry  sources 
that  KC  has  been  negotiating 
l  Santa  Fe  Southern  Pacific  to  gain 
cage  rights  in  the  southern  rail 
idor  through  to  California.  If  KC 
:eeds,  profits  will  benefit. 
C  also  owns  80%  of  highly  rated 
is  Capital,  which  manages  $920 
ion  in  mutual  funds  and  mdivid- 
accounts.  It  owns  another  80%  of 
w  four-state  fiber-optics  network, 
il  investment:  $135  million.  Fiber 
cs  is  running  in  the  red  this  year 
is  expected  to  break  even  by  mid- 
7.  In  1983  KC  spun  off  a  portion  of 
Systems,  data  processing  and 
>rd-keeping  services,  in  a  public 
ring.  On  the  basis  of  DST's  recent 
e,  there  is  about  $21  of  DST  stock 
ind  each  KC  share.  KC's  insurance 
udiary  went  in  May.  There  is 
it  $6.25  a  share  of  cash  in  the  till. 
.  1986  KC  won't  net  much  more 
l  $1  a  share.  But  you  have  to  look 
3nd,  to  the  company's  consider- 
!  asset  values.  That's  what  man- 
nent  is  doing.  The  company  has 
ght  back  225,000  shares  since  Au- 
:  and  intends  to  buy  more.  Soros 
up  owns  9.3%  and  Batterymarch 
incial  Management  owns  7.7%. 
aboard.— T.J. 
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Read  what 
Andrew  Harper's 
exclusive  guide  to  unspoiled  places 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise 


Out  iMonoto/m 


It's  the  vacation 
of  a  lifetime  for 
$1,650  a  week! 


•Ixt  eft  FortHn  mc 

60 Fifth  Avenue 
Now  vottt.  /V  y  tool 


^^aken  as  a  whole,  Fiji  is 
"perhaps  the  most  idyllic  and 
hospitable  archipelago  in  the 
South  Seas,  its  essence 
JL>m    springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Boun  ty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 

and  wild  birds  

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Forbes  Magazine 
60  Fifth  Avenue 
New  York,  NY  10011 
Tel:  (212)  620-2461 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells. . . . 

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific... 


Fire  up  my  imagination! 
Send  me  a  free  color  brochure. 
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Index  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 
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Cargill    186,  190 
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Chase  Manhattan    144 
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Circle  K  8,  50 
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Convergent  Technologies  
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Donaldson,  Lufkin  is  lenrette   
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Dr.  Leonard's  Health  Care  Catalog  
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Exxon   274 
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Ferrari   234 

Fidelcor  (Fidelity  Bank)   42 

The  Film  Journal  60 
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First  Boston    268 

First  Brands   190 

First  Empire  State   42 

First  Executive    184 

Fischbach   96 
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Korea  Fund   
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One  Potato  Two   166 

Oneida   68 

OTC  Net   112 

OTC  Stock  Journal   112 
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PaineWebber   72 
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Pennsylvania  Engineering   96 
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Ram  64 
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Resorts  International   56 
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Sanwa  Bank    18 

Scandinavia  Fund    268 

Schaenen  Wood  &.  Associates    278 

Scott  &  Fetzer  (World  Book)   262 

Scott,  Foresman  244 

Scudder,  Stevens  &  Clark  270 

Sea-Land   56 

Sealy   166 

Sears,  Roebuck    144,  244 

Sears,  Roebuck  (Allstate  Insurance)   8 

Security  Pacific   42 

Sentry  8 


Sharon  Steel  96 

Siemens   8,  40 

Silverstein  Properties    242 

Smith  Barney,  Harris  Upham    78 

SmithKline  Beckman   274 

Sony   262 

Soros  Group   287 

Southland  8,  44 

Southland  (7-Eleven|   50 

Southland  Financial   44 

SSC&B    166 

St.  Thomas  Diving  Club  248 

State  Farm   8 

Steve's  Ice  Cream   166 

Stop  N  Go  8 

Stroh  Brewery   190 

Sybron   190 

System  Industries   280 

Technophone  241 

Texaco    190,  265 

Textron   258 

3Com   43 

3M    8 

Time  Inc   26 

Toyota   38,  270 

Trans  World  Airlines   :  8,  286 

Triangle  Industries    184 

Tnborough  Bridge  Authority  277 

TRW  8 

TVA   31 

UAL   94 

Unilever   129 

Union  Carbide   78,  190 

Union  Exploration  Partners   106 

Union  Pacific  278 

United  Parcel  Service   190 

University  of  Chicago  Press   282 

Unocal    106,  286 

USAir  286 

U.S.  Shoe    120 

USX   94,  106,  178 

Gloria  Vanderbilt    166 

Vanguard  268 

Veba    114 

Video  Pipeline   60 

Visa    14 

VLI   129 

Wal-Mart  50 

Walker  Telecommunications  241 

Warnaco   190 

Warner  Communications    128 

Warner-Lambert    178 

Washington  Econometrics  283 

Washington  Public  Power  Supply  System   78 

Weil,  Gotshal  &  Manges   78 

Wesray  Capital    190 

Westmoreland  Coal    114 

Whitston  Publishing   27 

Wilshire  Associates  274 


Your  lakeland 

paradise 
from  Forbes 


Your  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
in  Central  Missouri.  Right  in  the  heartland  of  America. 
Away  from  cities,  noise,  pollution  and  the  rat-race  of  the 
workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
about  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
but  maybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
Missouri,  has  long  been  lost  in  the  legends  of  the  Osage 
Indians.  Now  that  the  magnificent  Truman  Lake  has  been 
completed,  it's  merely  a  matter  of  time  before  the  beauty  of 
this  spectacular  recreational  area  attracts  vacationers  and 
settlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
boating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
perfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
at  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
Truman  Lake  on  the  west,  then  winds  eastward  through 
stands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
hub  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
subsidiary,  Sangre  de  Cristo  Ranches  Inc..  is  offering  the 
opportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
acres  of  our  choice  Missouri  lakeland  among  the  breathtak- 
ing "hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
home  .  .  .  that  special  place  where  you  may  now  or  one 
day  choose  to  retire.  Here  among  the  friendly,  down-home 
folks  who  have  made  Missouri  famous  for  its  hospitality. 

Obtain  the  Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  |udged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  and] 
Opportunity  A  statement  and  offering  statement  has  been  filed  v/ith  the  Secretary  of  State  of  the  State  of  New  York.  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offer  8 
lease  by  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available  upon  request,  from  S3 

Cristo  Ranches  Inc.,  NYA85-21 1 


These  are  salt-of-the-earth  people  who  are  pleas 
welcome  good  neighbors  to  their  easygoing  way  of ' 
There's  no  better  time  than  right  now  to  find 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  A 
homesites.  including  lake  front  and  lake  view,  will 
minimum  size  of  one  acre — ranging  to  over  three 
Cash  prices  start  at  $6,000.*  One  or  more  acres  < 
incredibly  beautiful  lakeland  can  be  yours  for  the  rr 
payment  of  $60  per  month,  with  easy  credit 
available. 

For  complete  information,  including  pictures,  map 
full  details  on  our  liberal  money-back  and  exchange 
leges,  please  fill  in  the  coupon  and  mail  to:  Forbes  L< 
the  Ozarks.  Box  157.  Warsaw.  Missouri  65355. 

"Prices  subject  to  change  without  notice 

Forbes  Lake  of  the  Ozark 

I    Box  157,  Warsaw,  MO  65355 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


Address 


City/State  Zip 
Telephone 


or  phone  816/438-2801 


Flashbacks 


Edited  bv  Dero  A.  Saunders 


|i)  more  things  change. ..." 
Ims  from  past  issues  of  Forbes 

.  y  years  ago  in  Forbes 

H  the  issue  of  November  15,  1926) 
rnrnational  financial  circles  have 
a  greatly  encouraged  by  the  suc- 
Kul  return  of  Belgium  to  the  gold 
I.  The  revaluing  of  the  Belgian 
1  at  23/4  cents  probably  will  influ- 
I  France  to  pocket  her  pride  and 
Hsimilar  action  next  year." 

1  y  years  ago 

B  the  issue  of  November  15,  1936) 


t  big  1936  win  stunned  businessmen 

t  people  have  spoken.  They  have 
whelmingly  endorsed  President 
ievelt's  policies.  How  should 
hess  and  industry  interpret  this 
natic  verdict?  .  .  .  For  many  years 
writer  has  exhorted  employers  to 


adopt  policies  calculated  to  earn  the 
goodwill  of  their  workers  and  the  con- 
fidence of  the  public.  .  .  .  Progress  was 
made.  But  not  enough.  That  is  starkly 
revealed  by  the  election  voting.  It  can  _ 
be  analyzed  only  as  a  rebuke  to  the  Ten  years  ago 
employing  classes." 

— B.C.  Forbes 


Mohawk  Power  Corp.  Within  seconds, 
two-thirds  of  the  371,000kw  power 
plant  had  been  demolished.  .  .  ." 


"Faced  with  the  problem  of  making 
an  adjustment  between  its  own  old- 
age  pension  plan  and  the  federal  plan 
(as  many  other  companies  are),  Gen- 
eral Foods  has  decided  to  maintain  its 
company  plan  at  least  until  two  major 
questions  about  the  federal  program 
are  answered: 

"1.  Is  the  Federal  Social  Security 
Act  constitutional? 

"2.  Will  the  effective  date  of  the  law 
(Jan.  1,  1937)  be  postponed  because  of 
the  administrative  difficulties  of  reg- 
istering 26  million  workers  between 
Nov.  15  and  Jan.  1  ?" 

Twenty-five  years  ago 

(From  the  issue  of  November  15,  1961 ) 

"At  the  beginning  of  the  year  the  busi- 
ness community  was  uneasy  as  to  the 
course  the  Kennedy  Administration 
might  follow.  Visions  of  FDR  danced 
through  their  heads.  Another  Presi- 
dent of  inherited  wealth  surrounded 
by  professorial  theorists  out  to  im- 
pose a  total  welfare  state.  This  fear 
has  proven  so  far  to  be  unwarranted." 

"One  sunny  morning  in  June  1956, 
honeymooners  strolling  across  Niag- 
ara Falls'  Rainbow  Bridge  gasped  with 
astonishment  as  a  huge  section  of  rock 
broke  loose  from  the  rim  of  the  gorge 
and  thundered  into  the  Niagara  River 
below.  Directly  in  its  path  lay  the 
Schoellkopf  hydroelectric  power  plant 
of  upstate  New  York's  giant  Niagara 


(From  the  issue  of  November  15,  1976) 

"Does  it  make  sense  for  American 
Airlines  to  spend  $60  million  buying  a 
small  oil  company,  Howard  Corp., 
when  it  will  have  to  spend  an  estimat- 
ed $3  billion  over  the  next  ten  years  to 
buy  new  aircraft?  Some  airline  ana- 
lysts he  spoke  to  last  month  'weren't 
enthused,'  admits  Chairman  and 
President  Albert  V.  Casey,  56,  'but  it 
doesn't  bother  me.  We're  only  putting 
up  $14  million  in  cash  for  Howard;  we 
can  make  a  lot  more  that  way  than  by 
buying  half  a  DC-10.'  " 


new  1937  Pontiac  was  almost  a  carbon  copy  of  even'  competing  model 


fack  Masse}':  fried  chicken  to  he 


"By  the  time  Jack  Massey  left  Ken- 
tucky Fried  Chicken  in  1970,  he  had 
already  created  a  $500  million  empire 
of  2,965  stores  that  were  selling  more 
prepared  food  than  any  other  compa- 
ny in  history.  .  .  . 

"Now,  just  six  years  later,  at  age  72, 
Massey  can  boast  of  doing  the  same  for 
investor-owned  hospitals.  Starting 
with  one  hospital  in  1968,  Hospital 
Corp.  of  America,  Massey's  creation, 
now  runs  8 1 .  HCA  .  .  .  will  reach  $500 
million  in  revenues  this  year,  by  far 
the  largest  in  the  industry." 
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I  don't  know  much  about 
Americanism,  but  it's  a  damned 
good  word  with  which  to  carry 

an  election. 
Warren  G.  Harding 


Since  a  politician  never  believes 
what  he  says,  he  is  surprised 
when  others  believe  him. 
Charles  ue  Gaulle 


When  the  multitude  detests  a  man, 
inquiry  is  necessary;  when  the 
multitude  likes  a  man,  inquiry  is 
equally  necessary. 
Confucius 


A  man  watches  himself  best  when 
others  watch  him  too. 
George  Savile 


Idealism  is  the  noble  toga 
that  political  gentlemen  drape 
over  their  will  to  power. 
Aldous  Huxley 


We  can  do  noble  acts  without 
ruling  earth  and  sea. 
Aristotle 


It  is  dangerous  for  a  national 
candidate  to  say  things  people 
might  remember. 
Eugene  McCarthy 


The  only  way  in  which  any  one 
can  lead  us  is  to  restore  to  us 
the  belief  in  our  own  guidance. 
Henry  Miller 


There's  no  reason  why  a  woman 
shouldn't  be  in  the  White  House  as 
President,  if  she  wants  to  be.  But 
she'll  be  sorry  when  she  gets  there. 
Harry  Truman 


To  know  the  pains  of  power,  we 
must  go  to  those  who  have  it;  to 
know  its  pleasures,  we  must  go 
to  those  who  are  seeking  it. 
Charles  Caleb  Colton 


Thoughts 

on  the  Business  of  Life 


Ancient  peoples  chose  f  or  their  rulers 
the  man  who  had  sen  eel  them  best, 
those  who  had  distinguished 
themselves  by  prowess,  who  had 
most  successfully  driven  off 
enemies.  Kings  and  corporations 
and  railroads  and  multimillionaires 
and  politicians  are  learning  that 
their  rety  existence  depends  upon 
fulfilling  the  eternal  obligation 
to  se>~re. 
B.C.  Forbes 


Politics  is  the  gentle  art  of 
getting  votes  from  the  poor 
and  campaign  funds  from  the  rich, 
by  promising  to  protect  each 
from  the  other. 
Oscar  Amekincer 


Any  party  which  takes  credit 
for  the  rain  must  not  be  surprised 
if  its  opponents  blame  it  for 
the  drought. 
Dwight  W.  Morrow 


This  country  has  come  to  feel 
the  same  when  Congress  is  in 
session  as  when  the  baby  gets 
hold  of  a  hammer. 
Will  Rogers 


A  bureaucrat  is  a  Democrat 
who  holds  some  office  that 
a  Republican  wants. 
Alben  W.  Barkley 


More  than  6.000  "Thoughts."  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume it  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $17.50.  $end  check  and 
order  to:  Forbes  Inc. .  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


I  have  never  been  able  to  conci 
how  any  rational  being  could 
propose  happiness  to  himself 
from  the  exercise  of  power 
over  others. 
Thomas  Jefferson 


Power  corrupts,  but  lack  of  po^ 
corrupts  absolutely. 
Adlai  Stevenson 


The  office  of  President  is  such 
a  bastardized  thing,  half  royalty 
and  half  democracy,  that  noboc! 
knows  whether  to  genuflect 
or  spit. 

(immy  Breslin 


Some  things  that  look  like  lies 
to  me  today  will  seem  all  right 
in  the  presidential  year. 
Finley  Peter  Dunne 


A  Text . . . 

For  by  thy  words  thou  sh< 
be  justified,  and  by  thy 
words  thou  shalt  be 
condemned. 
Matthew  12:37 


Sent  in  by  Melvin  W.  Klein,  Miami, 

What's   your   favorite  text?    The  Foi 

Scrapbook  of  Thoughts  on  the  Busmes 

Life      is      presented  to  senders 
texts  used. 


Have  you  ever  seen  a  candidate 
talking  to  a  rich  person 
on  television? 
Art  Buchwald 


There  is  no  worse  heresy  than  th 
the  office  sanctifies  the  holder  of 
Lord  Acton 


A  politician  should  have  three 

hats.  One  for  throwing  in  the  rin 

one  for  talking  through, 

and  one  for  pulling  rabbits  out 

of  if  elected. 

Carl  Sandburg 
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WHAT  WE  COULD  TELL  YOU  ABOUT  THE  SAAB  900 
IN  THE  SPACE  BELOW  IS  NO  SUBSTITUTE  FOR  TEN  MINUTE! 
IN  THE  SPACE  ABOVE. 


AW  -3/987 


isten  to  this  idea. 

Shoot. 

It's  for  a  fax  machine  like  no 
other  fax  machine  ever  made. 

With  more  memory? 

600  pages.  With  that  much 
memory,  you  could  send  a  30  page 
document  to  35  branch  offices 
with  the  touch  of  a  button.  And 
you  can  assign  private  mailboxes, 
for  your-eyes-only  mail. 

Fine  idea. 

That's  just  for  starts.  We  can  tie  it 
into  the  PC  to  exchange  information 
between  the  fax  and  PC  networks. 
And!  We  can  simplify  the  operation 
so  you  pencil  in  a  few  marks  on  a 
card,  use  that  as  the  first  page,  and 
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If  it  wasn't  so  sad,  it  would  be  funny 

After  losing  a' great  deal  of  its  own  and  other  people's  money,  t 
once  high-flying  brokerage  firm  of  Rooney,  Pace  has  shed  one 
its  two  founders  and  shrunk  to  a  small  five-office  operatic 
Why  do  we  consider  the  tale  of  its  fall  from  glory  worth  a  coi 
story?  Because  we  think  business  people  and  investors  can  lea 
as  much,  maybe  more,  from  disasters  as  from  triumphs.  Kno 
ing  what  not  to  do  is  just  as  important  as  knowing  what  to  c 
and  this  story  is  a  treasure  trove  of  what-not-to-dos. 

Pat  Rooney  and  Randy  Pace  bluffed  a  lot  of  people  into  givi 
them  money  and  giving  them  business;  they  were  good  at  thi 
and  they  were  good  at  getting  publicity  for  their  firm  and 
themselves.  But  their  management  style  was  scruffy  and  so  w 
much  of  the  merchandise  they  foisted  on  the  public.  If  it  had) 
cost  innocent  people  so  much  money,  the  fiasco  that  ensui 
would  have  been  funny. 

Richard  Stern  wrote  the  story,  assisted  by  Rita  Koselka.  F 
my  money,  Dick  Stern  is  one  of  the  toughest  and  smarts 
reporters  in  the  trade.  In  recent  years  he  wrote  memorafe 
articles  exposing  the  shenanigans  at  First  Jersey  Securities  aj 
at  Baldwin-United  and  accurately  predicted  the  crash  of  t 
bloated  new-issues  market  in  1983.  Read  his  "Incompetenq 
Inc."  in  this  issue  (beginning  on  p.  38)  and  you  learn  how  easj 
stocks  can  be  manipulated.  You'll  also  understand  why  dealij 
with  a  New  York  Stock  Exchange  member  firm  does  not  necei 
sanly  guarantee  you  are  dealing  with  quality. 


Place  your  bets 

John  Lardner,  the  late,  great  sports- 
writer,  once,  observed  that  in  reck- 
oning the  odds  on  anything  involv- 
ing human  beings,  few  things  are  12 
to  5  .  .  .  and  nothing  is  3  to  1.  Stock 
markets  work  differently,  in  a  range 
of  probability  that  sometimes  seems 
to  defy  all  odds.  So  do  gold  markets. 
Open  a  parlay  on  both  and  you  have 
a  compound  likely  to  appeal  only  to 
die-hard  hunch  players.  Yet  that  is 
precisely  the  mix  put  together  by 
some  of  the  world's  most  cautious 
money  men — the  mandarins  who 
run  the  Japanese  Ministry  of  Fi- 
nance. All  in  the  interest  of  keeping 
Japanese  savings  at  home,  they  have 
just  managed  a  sellout  on  the  new 
Hirohito  coin  (see picture)  at  a  140% 
premium  over  the  world  price  of 
gold.  Now  they  are  looking  for  a  sellout  on  a  first  offering  ( 
Nippon  Telegraph  &  Telephone  at  100  times  earnings.  An  yon 
for  12  to  5?  The  window  opens  on  page  148. 


Editor 


6 


FORBES,  DECEMBER  1,  1986 


\al  Estate,  Travel,  Advertising 


Publishing,  Broadcasting,  Law  Enforcement 


Medicine,  Education,  Records  Management 


agine  how  it  will  change  your  business! 


The  Canon  Still  Video  System  is  an  entirely 
w  and  complete  system  for  recording,  filing, 
:essing  and  displaying  full-color  images  of. . . 
ything!  Now  Canon  puts  this  SVS  capability  at 
ur  fingertips. 

Create  new  original  images  instantly  with  the 
S  Camera— no  film,  no  developing!  Store  images 
>m  slides,  prints,  X-Rays,  charts,  blueprints, 
mputers  and  even  stills  from  video  tape.  Up  to 


2"  Video 
Floppy  Disk 


50  can  be  stored  on  a  2"  video  floppy  disk,  for  TV 
display  with  the  SVS  Recorder. 

Obtain  hard  copies  with  the  SVS  Printer. 
Transmit  full-color  SVS  images  around  the  world 
in  three  minutes  with  the  SVS  Transceiver.  Or  use 
the  Video  Visualizer  to  share  an  idea  with  an 
audience  of  thousands. 

Incredible?  Yes.  Available?  Immediately. 
Whatever  field  you're  in,  let  us  show  you 
how  to  move  to  the  forefront  with  the 
Canon  Still  Video  System. 


•701  Still  Video  Camera 


RR-551  Still  Video  Recorder     RT-971  Still  Video  Transceiver    RP-601  Color  Video  Printer      RE-550  Video  Visualizer 


litor  images  simulated 


Enjoy  easy  extended  payments 
with  the  Canon  Credit  Card  Ask  lor  details 
at  participating  Canon  dealers  and  retailers 
Available  only  in  US 


Canon 


Industrial  Photographic  Products  Division 
Canon  USA.  Inc.,  One  Canon  Plaza,  Lake  Success,  NY  11042  STILL  VIDEO  SYSTEM 


Trends 


Edited  by  John  A.  Conway 


•  I>jvid  Kcc-d  lmp.K.1 


Computer  cross  talk 

Networking,"  the  art  of  linking  as- 
sorted makes  of  computers,  disk 
drives,  peripherals  and  software, 
could  soon  render  obsolete  more  than 
half  the  office  systems  U.S.  business- 
es will  buy  this  year,  says  Herbert 
Martin,  president  of  the  Wollongong 
Group,  a  Palo  Alto,  Calif,  networking 
firm  that  works  with  AT&T,  IBM, 
Cray,  Digital  Equipment  and  Amdahl. 
"It's  as  if  we  were  buying  major  home 
appliances  without  knowing  whether 
the  electrical  wires  we  plug  into  all 
have  the  same  voltage,"  he  says.  The 
Pentagon,  since  1983,  has  required  a 
standard  networking  system  to  allow 
dissimilar  machines  to  communicate. 
Companies  like  Boeing  and  General 
Motors  do  the  same  for  their  comput- 
ers. The  Pentagon's  TCP/IP  system 
(for  Transmission  Control  Protocol/ 
Internet  Protocol)  is  now  built  into 
many  IBM,  Digital  Equipment  and 
other  mainframes.  Personal  computer 
systems,  particularly  at  small  or  mid- 
size companies,  are  another  story. 
Most  buyers  either  do  not  know  they 
may  need  this  kind  of  software  or 
assume  they  can  add  it  later.  Wrong. 
Tying  an  electronic  filing  system  to 
six  PCs  costs  $50,000;  adding  TCP/IP 
at  the  outset  costs  only  $2,500  more. 
Installing  it  later  can  cost  another 
$50,000. 


Wiring  the  global 
back  offices 

Even  before  London's  Big  Bang,  in- 
ternational equities  trading  was 
exploding,  sharpening  the  problems  of 
slow-moving  back  offices  and  com- 
munications among  buyers,  sellers, 
brokers,  banks  and  currency  traders. 
With  as  many  as  ten  parties  to  a  single 
overseas  trade,  40%  of  them  are  not 
completed  (vs.  about  1  %  for  U.S.  exe- 
cutions). This  can  cost  brokers  $3,000 
a  trade  in  commissions  (at  2%  to  5% ), 
labor,  lost  interest,  etc.,  to  say  noth- 
ing of  costs  to  disappointed  custom- 
ers. Fitel,  a  private  company  with 
arms  in  New  York  City  and  London, 
hopes  its  new  Equinet  computer  post- 
trading  system  can  reduce  those  fail- 
ures. Backers  have  put  $5.5  million 
into  Equmet,  says  Fitel  Chairman 
Graciela  Chichilnisky,  an  interna- 
tional economics  and  mathematics 


Graciela  Chichilnisky 

Trying  to  beat  the  back  office. 


professor  at  Columbia  University.  For 
about  $30  a  trade,  brokers  can  use 
Fitel's  computers  to  process  buy  and 
sell  orders,  send  automatic  notices  to 
transfer  agents  and  monitor,  record 
and  track  international  trades.  The 
London  databank,  using  a  Tandem 
mainframe,  can  store  any  broker's  en- 
tire list  of  traded  stocks  and  recall  all 
transactions  made  through  it  indefi- 
nitely. Chichilnisky  expects  Equinet, 
already  being  tested  at  First  Chicago's 
London  and  Chicago  offices  and  at 
Bear,  Stearns  and  Salomon  Brothers  in 
New  York  City,  to  break  even  early 
next  year. 


Hold  the  line,  please 

How  long  will  it  take  the  Internal 
Revenue  Service  to  gear  up  for 
taxpayer  questions  about  the  new  om- 
nibus reform  bill?  By  early  next  year, 
says  Donald  Osteen,  IRS  director  of 
legislation  and  regulations,  the  T- 
men  will  be  ready  to  give  "partial 
guidance."  But  he  adds,  "Don't  look 
for  comprehensive  guidance."  For  the 
most  complex  areas,  rules  won't  be 
ready  until  mid-1988.  By  early  1987 
the  IRS  hopes  it  will  be  able  to  handle 
up  to  76  provisions  of  the  new  law, 
including  those  affecting  the  most 
people:  tax  shelters,  medical  ex- 
penses, accounting  rules,  minimum 
taxes,  IRAs  and  other  pension  rules. 


For  another  25  proposed  regulatio 
"the  IRS  is  seeking  advice"  from  p 
fessional  organizations,  lawyers,  I 
countants  and  interested  taxpaye 
These  topics  include  those  that  t>L 
nessmen  will  need  most:  a  tax  defi 
tion  of  an  executive,  for  instance,  < 
the-job  health  coverage,  operat: 
loss  carryovers,  rules  for  partnershi 
etc.  The  agency  also  wants  help 
how  to  handle  the  new  rule  requir: 
mortgage  lenders'  or  sellers'  brok 
to  report  all  real  estate  deals,  even 
a  single  house.  Patience  will  be  1 
watchword. 


Designer's  edge 

Three  Japanese  engineers  do  t 
same  amount  of  design  work 
four  of  their  U.S.  counterparts, 
cording  to  a  study  by  United  1 
search,  a  Morristown,  N.J.  mana 
ment  consultant  firm.  To  get  the  fii 
ings,  2,000  engineers  in  Japan  and  5 
in  11  companies  here  were  clock 
Results  showed  that  the  Japan« 
spent  57%  of  their  time  on  prims 
design  work,  while  the  Americans  ; 
eraged  43%.  "What  this  means,"  ss 
David  Teiger,  United  Research's  pr 
ident,  "is  that  the  Japanese  engine' 
are  at  least  33%  more  productive  th 
we  are."  Why  is  that?  Teiger  says  i 
because  the  Japanese  allot  more  ; 
ministrative  and  clerical  support 
their  engineers. 


New  wheels  for  the  FBI 

General  Motors  brass  considers  t 
Buick  a  luxury  family  car,  li 
the  FBI  thinks  otherwise.  The  G-m 
have  bought  80  of  Buick's  hij 
powered  Regal  rear-wheel-dri- 
245hp  models  and  plan  to  use  them 
drug  busts  and  other  surveillar 
roles.  To  the  casual  eye  the  cars  v*, 
look  like  run-of-the-mill  sedans; 
the  perpetrator  who  tries  to  outr 
one,  they  won't.  The  FBI  has  reportt 
ly  modified  the  cars  to  let  them  i 
150mph;  regular  models  are  held  u 
maximum  of  125mph  by  the  on-bo£ 
computer.  Miami  Vice's  tire-screec 
ing  Ferraris  and  Porsches  can  expt 
some  unexpected  competition. 


Tracing  gold  sources 

The  U.S.  barred  sales  of  new-mil 
ed  South  African  Krugerrands 
September  1985,  but  South  Afric 
gold  is  probably  still  arriving  in  diff 
ent  forms  and  in  impressive  quan 
ties,  according  to  John  Lutley,  mans 
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Join  the  American  Autobahn  soci 


Germany,  home  of  the  Autobahn,  the  best-sjjHg  car  is  the 
oiks  wagen  Golf.  In  fact,  in  all  of  Europe,  thebflKelling  car  is  the  Golf. 
Designed  for  the  Autobahn  and  built >*JBu/"~~ the  German- 
ngineered  Golf  has  front-wheel  drive,  rdfPand-pinion  steering, 
-wheel  independent  suspension  and  a  rear  axle  that's  so  advanced, 
's  even  patented. 

Of  course,  the  Volkswagen  Golf  also  has  its  practical  side.  It  seats 

and  holds  1 7.6  cubic  feet  of  cargo.  (39.6  cu.ft.  ^^K^ 

nth  its  back  seat  folded  down.)  (|\V#r  1 987 

Get  a  new  Golf.  Start  your  own  chapter  of  ^^^^V  Golf  GL 
le  American  Autobahn  society.  ^^^^ 

I  sales  claims  are  based  on  manufacturers'  reported  retail  deliveries  for  calendar  year  through  July,  1986,  ©1986  Volkswagen  I  Seatbelts  save  lives.  I 


^Jhe  French 
have >  a  word 
for  it: 


ten 


Boston 
Houston 
Montreal 
New  Orleans 
New  port  Beach 

New  York 
San  Francisco 
Vancouver 


For  reservations 
worldwide,  call  800-543-4300, 
in  NYC:  212-265-4494. 

MERMEN  HOTELS 

Travel  Companion  of  Air  France 

Fifty  hotels  in  Europe,  Africa,  Asia, 
the  Near  East,  North  and  South 
America  and  the  Caribbean. 


Students  at  Johns  Hopkins  University 
What  do  they  want? 


ing  director  of  the  Gold  Institute,  a 
Washington,  D.C. -based  internation- 
al trade  association.  "The  only  thing 
you  can  identify  on  gold  is  the  last 
place  it  was  melted,"  he  says.  U.S. 
consumption  will  probably  be  up  10% 
this  year,  to  about  1 1.7  million 
ounces,  and  domestic  production  will 
rise  slightly,  to  3.3  million  ounces. 
South  Africa  continues  to  mine  about 
45%  of  the  50  million  ounces  pro- 
duced in  the  world  annually.  Through 
July  the  U.S.  imported  only  189,000 
ounces  directly  from  South  Africa. 
But  the  U.S.  bought  2  million  ounces 
of  gold  from  Switzerland,  which  buys 
it  from  the  Soviet  Union  and  South 
Africa.  And  the  U.S.  now  imports 
nearly  2  million  ounces  of  gold  jewel- 
ry a  year  from  Italy,  which  probably 
uses  mostly  South  African  metal,  says 
Lutley. 


The  class  of  1990 

Today's  college  freshmen  want 
business  careers  and  money,  ac- 
cording to  a  survey  of  280,000  of  them 
on  550  campuses  by  UCLA's  Higher 
Education  Research  Institute  and  the 
American  Council  on  Education.  In 
1967,  one  year  after  the  survey  start- 
ed, 83%  named  "developing  a  mean- 
ingful philosophy  of  life"  as  their  goal. 
Now  almost  71%  said  "being  very 
well  off  financially."  One  in  four 
wants  a  business  career;  fewer  than 
1%  will  be  English  majors  (down  80% 
in  20  years).  "I  was  a  freshman  in 
1969,"  says  Kenneth  Green,  associate 
director  of  the  UCLA  Institute,  "and 
remembering  back  then,  the  country 
had  a  healthy  economy.  We  didn't 
think  about  jobs  much.  These  kids 
have  to  worry  about  jobs  a  lot."  Politi- 
cally, the  class  of  1990  is  not  as  con- 


servative as  many  think.  Freshmen  q 
the  right  have  stayed  at  15%  to  201 
of  the  total  since  1970,  says  Alexandi 
Astin,  the  UCLA  Institute's  directo 
The  drift,  he  says,  has  been  toward  th 
center.  Middle-of-the-roaders,  45.41 
in  1970,  were  56.7%  last  year.  Libel 
als  shrank  from  36.6%  to  22.4%.  Th 
freshmen  are  tough  on  crime  but  als( 
support  legal  abortion,  more  goven 
ment  in  health  insurance,  enviroi 
mental  and  consumer  protection,  an< 
despite  their  monetary  goals,  moi 
taxes  on  the  rich. 


Quote,  unquote 

Edmund  W.  Littlefield,  retirej 
chairman  of  Utah  Internationa, 
the  San  Francisco-based  shipping  ani 
natural  resources  company,  breakini 
ground  for  a  Stanford  Business  Schod 
building  for  which  he  was  the  pnnci 
pal  donor:  "God  let  it  be  known  that  i 
is  more  blessed  to  give  than  to  re 
ceive,  but  a  lot  of  people  failed  to  get 
the  message.  This  problem  in  conn 
munications  can  be  documented  bi 
the  poor  statistical  correlation  be 
tween  the  recently  published  list 
the  100  wealthiest  San  Francisco  indi) 
viduals  and  the  list  of  major  donors  M 
the  opera,  symphony,  the  great  unii 
versities  and  charitable  endeavors. 


White  House  vs.  Congress 

With  the  Senate  back  in  Demoi 
cratic  hands,  Ronald  Reagan  car 
expect  even  more  trouble  translating 
his  personal  clout  and  popularity  into 
legislation.  Despite  his  high  standing 
with  the  voters,  the  President's  scori 
this  year  on  roll-call  votes  on  issues 
where  he  has  taken  a  strong  stand  was 


bw  to  survive  in 
the  new  tax  environment. 


With  the  passage  of  the  tax 
reform  bill,  many  formerly  tax 
favored  products  and  activities 
have  been  curtailed .  Some  have 
been  preserved.  One  is  looking 
better  than  ever. 

Life  insurance. 

Right  now,  the  best  tax 
shelter  may  be  the  one  you  al- 
ready own.  Allowed  by  Congress 
to  retain  its  strength  as  a  protec- 
tion instrument,  life  insurance 
has  emerged  from  tax  reform  as 
a  capital  accumulation  vehicle 
with  tremendous  advantages. 

We're  pleased  that  our  leg- 
islators have  recognized  the  social 
value  of  our  products  by  preserv- 
ing their  tax-favored  status.  But 
at  National  Life,  we  are  committed 
to  making  a  good  thing  even 
better— now,  more  than  ever. 


Specifically,  we  have 
launched  "Project  ProAction"  to 
develop  a  wide  array  of  creative 
strategies  in  the  new  tax  environ- 
ment. Our  in- force  policyowners 
will  be  offered  innovative  ways 
to  dramatically  improve  the  pro- 
tection they  already  own.  At  the 
same  time,  we  are  enhancing 
our  existing  products  and  de- 
veloping new  solutions  to  meet 
today's  financial  realities. 

In  short,  we're  not  just 
hoping  for  opportunities,  we're 
finding  them. 

It  may  be  a  whole  new  jungle 
out  there,  but  one  thing's  still 
the  same.  When  you  work  with 
National  Life  representatives, 
you  get  the  right  products,  ser- 
vices and  advice  necessary  to 
survive— and  thrive. 


The  right  advice  at  the  right  time 

National  Life 

of  Vermont 

National  Life  Insurance  Co. 
Home  Office:  Mont  pel  ier,  VT  05604 
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Offering  it  all. 

Some  people  might  be  wondering  why  we 
bought  ROLM. 
It's  simple. 

In  our  estimation,  ROLM  is  one  of  the  best 
voice/data  digital  communications  technology 
companies  in  the  world. 

What's  more,  at  IBM  we  offer  state-of-the-art, 
high-capacity  networks.  And  network  manage- 
ment products  and  services  that  can  tie  your 
business  together,  and  connect  continents. 

So  together  we  plan  to  offer  our  customers 
total  solutions  for  their  business  needs  in  every 
area  of  telecommunications. 

Whether  you  need  to  get  a  memo  across  the 
hall  or  a  proposal  across  the  ocean,  we  have  the 
technology  that  can  do  it. 

We  can  help  you  communicate  information 
to  anybody,  anytime,  anywhere.  And  we've  been 
doing  it  for  years. 

We're  IBM.  With  the  service,  quality,  people 
and  products  to  help  you.  To  find  out  more, 
talk  to  your  IBM  marketing  representative. 
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GOOD  IDEAS 

ON  HIRING 

FIRING 
AND  MORE 

accountemps 


Free  booklet  now  available  from  Accountemps,  the 
world's  largest  temporary  service  specializing  in 
accounting,  bookkeeping  and  data  processing.  Contact 
one  of  100  Accountemps  offices  on  three  continents, 
or  write:  Accountemps,  Administrative  Services  Dept., 
522  Fifth  Avenue,  New  York,  NY  10036 


the  lowest  in  ten  years,  56.5%, 
cording  to  the  Congressional  Quartet 
That  ranks  just  above  Gerald  For 
53.8%  in  1976,  when  Democrats  i 
the  Congress.  In  the  honeymoon  y< 
following  his  1980  victory,  the  Pre 
dent  racked  up  82.4%.  His  1986  figi 
compares  with  Dwight  Eisenhowe 
1960  record  of  65%,  John  F.  Kenned' 
87.1%  in  1963,  Lyndon  John  soil 
75%  in  1968,  Richard  Nixon's  59.6 
in  1974  (the  year  he  resigned'  and  Jii 
my  Carter's  75.1%  in  1980.  Und 
standably,  Reagan  fared  far  better 
the  Republican-controlled  Senal 
where  he  won  81%  of  roll-call  voa 
In  the  Democratic  House,  he  scofl 
onlv  34%. 


Vive  la  difference! 

The  rich  are  different,  Ernest  Heq 
ingway  wrote,  because  "they  ha 
more  money."  To  try  to  discover  oq 
er  differences,  Mediamark  Researt 
of  New  York  City  conducted  mo) 
than  5.000  personal  interviews  amcol 
households  representing  the  top  lOj 
of  the  U.S.  income  range,  starting 
$51,000.  This  "upper  deck"  survd 
showed,  not  surprisingly,  that  thj 
group  assayed  125%  higher  in  collei 
graduates  than  the  total  population 
The  richer  they  were,  the  greater  tq 


Ernest  Hemingway 
The  big  difference. 


differences  in  their  leisure  habits,  tod 
The  top  20%,  for  example,  were  50U 
more  into  reading  magazines  and  al 
most  that  strongly  into  newspape 
reading.  When  it  came  to  the  tube 
however,  the  same  20%  admitted  tt 
only  a  little  more  than  half  as  rnuct 
"heavy"  TV  viewing  as  those  below 
the  S51,000-a-year  income  level  (a| 
though  they  were  45%  higher  in  ha? 
ing  pay  TV  at  home).  The  $51,000- 
plus  crowd  attended  live  theater  75% 
more  often,  and  they  also  drank  hall 
again  as  much  as  the  rest  of  us. 


©  1986  Robert  Half  International  Inc   All  offices  independently  owned  and  operated 


PATENF3,254,088 

SAVED  THIS 
16-YEAR-OLD  GIRL'S  LIFE. 


One  year  before  Joelle  appeared  in  her  school  ballet, 
she  appeared  in  the  emergency  room  of  her  hospital.  A  drug  overdose. 
She  was  close  to  death. 


As  part  of  her  emergency  care,  she  was  helped  by  a 
remarkable  development  from  DuPont. 

It  helped  save  Joelle's  life,  as  it  has  thousands  across  the 
country.  It  is  used  every  day  in  emergency  rooms  to  give  people  like  Joelle 
a  second  chance. 

But  this  is  just  one  of  more  than  80,000  patents  that  DuPont 
has  earned  over  the  last  fifty  years  in  health  sciences,  electronics, 
transportation,  agriculture,  textile  fibers,  consumer  and  specialty  products. 

And  even  more  important  than  the  number  is  the 
contribution  these  ideas  make.  For  people  like  Joelle,  Patent  #3,254,088 
was  an  idea  she  couldn't  live  without. 

BETTER  THINGS  FOR  BETTER  LIVING. 


Follow-Through 


It 
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Presenting  the 
newest  expression  of 
Cross  excellence. 


New  Gray  by  Cross.  Classic  Cross 
excellence  in  a  contemporary  new 
Satin  gray  finish.  Shown,  our  ball 
pen,>15  and  fountain  pen,  $45. 
Mechanical  pencil  and  Selectip 
Rolling  BalP  pen  are  also  available. 


CROSS* 

SINCE  1846 

Unquestionably  guaranteed  against 
mechanical  failure,  regardless  of  age. 


The  buckle  up  brigade 

Two  years  ago  England  and  30  other 
nations  had  laws  requiring  auto 
seat  belts  and  the  U.S.  had  none,  al- 
though 18  states  were  working  on 
them  (Forbes,  Mar.  26,  1984). 

Today  25  states  and  the  District  of 
Columbia  have  seat  belt  laws.  After 
New  York's  took  effect  in  January 
1985,  seat  belt  use  climbed  from  16% 
to  about  55%.  The  trend  has  been 
national,  says  the  National  Safety 
Council— 14%  in  1984  and  37%  now. 

The  gospel  has  long  been  preached 
by  such  companies  as  New  York  Tele- 


New  York  Telephone  's  Corwincer 
The  message  gets  delivered. 


phone,  Kodak  and  Du  Pont,  which 
introduced  mandatory  programs  for 
company  drivers  years  ago.  To  en- 
courage use,  some  companies  use 
sops  like  gifts  or  snacks.  Perhaps  one 
of  the  most  successful  tools  is  a  de- 
vice New  York  Telephone  calls  the 
Convincer,  which  it  uses  at  educa- 
tional seminars.  After  seeing  unbelted 
dummies  pitched  from  the  machine, 
which  rolls  down  a  12-foot  plane  and 
hits  a  barrier  at  6mph,  employees  are 
invited  to  ride  it — with  seat  belts.  It 
delivers  the  message. 

The  message  has  been  promoted  so 
urgently  because  of  the  enormous  toll 
of  auto  accidents,  the  biggest  single 
cause  of  lost  work  time  and  on-the-job 
fatalities,  says  the  nonprofit,  D.C.- 
based  Washington  Business  Group  on 
Health.  Americans  lose  45  million 
days  of  work  a  year  as  a  result  of  car 
crashes,  it  says,  and  highway  acci- 
dents cause  more  on-the-job  deaths 


than  heart  attacks  and  falls  combined) 
On-  and  off-the-job  accidents  cost  $70 
billion  a  year,  and  employers  pick  uj 
the  tab  for  much  of  that — in  lost  pro 
ductivity,  insurance,  property  losses 
legal  expenses  and  medical  care. 


Back  on  the  line 

Three  years  ago  Alfred  Roach,  then 
68,  figured  his  Til  Industries  coulo 
only  benefit  from  the  breakup  o| 
AT&T.  Even  against  Western  Elec 
trie,  AT&T's  manufacturing  arm 
Roach  had  done  a  superior  job  of  sell 
ing  his  overvoltage  protectors — de 
vices  that  shield  telephones,  computl 
ers  and  other  electronic  gear  againsi 
power  surges.  Forty-five  percent  of  his 
$23.4  million  1983  sales  came  from 
AT&T's  operating  companies,  despiti 
competition  from  Western  Electric 
and  the  likes  of  Exxon's  Reliable  Elec 
trie  and  Northern  Telecom  (Forbes 
Nov.  21.  1983). 

The  breakup  of  AT&T  did  help.  Id 
fiscal  1984  Til's  sales  rose  more  thar 
40%,  to  $33  million,  and  operating 
income  increased  sixfold,  to  $2.5  mil] 
lion.  But  it  had  an  unforeseen  sidq 
effect — competition  from  Japan  ano 
Taiwan.  The  strong  dollar  didn't  help  ) 
and  1985  sales  declined  while  operat  i 
ing  income  fell  67%,  to  less  than  %\ 
million.  "There  is  no  way  that  $8-to) 
$10-per-hour  labor  in  the  U.S.  can 
compete  with  30-cent-per-hour  labol 
in  the  Far  East,"  Roach  says. 

Roach  went  after  more  cheap  labor 
He  had  moved  much  of  his  manufac* 
turing  to  Puerto  Rico  in  1975.  So  hi 
looked  to  other  Caribbean  islands 
where  labor  rates,  at  less  than  $1  pej 
hour,  were  competitive  with  the  Fai 
East.  In  1985  he  began  moving  labor- 
intensive  production  to  Haiti.  B)| 
1986  Til  had  leased  additional  facili- 
ties in  the  Dominican  Republic  anc 
had  65%  of  its  production  on  the  is- 
land of  Hispaniola,  cutting  labor  costs 
more  than  50% . 

The  move  made  Til  competitive 
again.  This  year  operating  profits  I 
grew  271%,  to  $3  million,  on  sales  ol  I 
$38  million.  Three  years  ago  margins 
on  most  Til  products  were  37%.  They 
had  shrunk  to  as  little  as  15%  on 
some.  Now  they  average  30%. 

Roach  also  stands  ready  to  profit 
from  Teleprobe,  formed  to  develop  a 
remote  testing  system  for  telecom- 
munications lines.  When  Til  took  it 
public  in  1983  (it  now  has  35%  of  the 
stock)  Teleprobe  was  an  accountant's 


DJEAN  LASSALE 


YOU'LL  FIND  MORE  PARTS 
IN  THE  BRACELET  OF  THIS 
AWARD-WINNING  THALASSA 
THAN  YOU  WILL  IN 
A  ROLLS-ROYCE  ENGINE.' 


i 


-  \ 


You're  looking  at  the  bracelet  of  what  is  perhaps  the  most 
beautiful  watch  in  the  world:  the  award-winning  Thalassa.  It 
takes  656  parts  to  craft  each  exquisite  gold  and  steel  Thalassa 
bracelet.  With  fewer  parts,  perhaps  Thalassa  might  still  have 
won  the  coveted  Laurel  d'Or  in  Monte  Carlo  as  Watch  of  the 
Year.  And  no  one  would  have  noticed.  But  we'd  know.  And 
you'd  know.  And  that  makes  all  the  difference  in  the  world. 


BAILEY  BANKS  &BIDDLE 

JEWELERS  SINCE  1832 

Philadelphia  •  Pittsburgh  •  Washington,  D.C. 


The  names  "Rolls  Royce"  and  "Silver  Cloud" 
are  registered  trademarks 


'There  are  600  major  moving  internal  parts 
in  the  engine  of  a  Rolls  Royce  Silver  Cloud 
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Investment  banking  is  built 
f  upon  many  things.  Capital, 
feurely.  Distribution,  definitely, 
prains  and  stamina,  certainly. 

But  standing  above  it  all  is  a 
llsingle  idea:  the  integrity  of  the 
eople  involved.  The  integrity 
f  their  standards,  their  think- 
g,  and  their  behavior. 
It  is  what  we  look  for  in  whom 
we  recruit.  And  acknowledge 
oy  those  we  promote. 

It  cannot  be  postured  nor 
nought.  But  must  be  part  of  the 
very  fabric  of  each  individual  in 
the  firm. 

Taken  together,  they  create 
Ithe  integrity  of  the  firm  as  a 
whole. 

This  definition  of  character, 
reflecting  the  manner  in  which 
we  choose  to  conduct  business, 
is  our  most  prized  credential. 

It  defines  itself  by  the  rela- 
tionships we  have  built  over 
time.  We've  worked  with  com- 
panies for  periods  spanning 
decades.  We've  stood  by  com- 
panies during  difficult  circum- 
stances as  well  as  favor- 
able  ones,  in  periods  of  SHEARSON 
divestiture  as  well  as  LEHMAN 
acquisition.  BROTHERS 

In  an  unusual  instance 
where  we  represented 


the  seller  (The  Stop  &  Shop 
Companies '  sale  of  Medi-Mart 
Drugs),  and  three  active  bid- 
ders, the  respective  chairmen 
went  out  of  their  way  to  note 
how  well  they  felt  their  interests 
were  represented;  and  to  note 
our  integrity  in  handling  a 
delicate  situation  where  con- 
fidentiality was  an  absolute 
necessity. 

Integrity  is  further  defined 
by  whom  you  work  with  and 
how  they  work.  At  this  firm 
there  is  no  bait  and  switch. 
Our  senior  bankers  are  who 
you  talk  with,  and  then  are 
deeply  involved  with  in  every 
deal  from  start  to  finish,  regard- 
less of  size. 

Our  discipline  of  working  is 
one  we  call  aggressive  thor- 
oughness. Aggressive,  for  the 
intensity  with  which  we  attack 
a  problem;  thoroughness,  for 
the  exhaustive  examination  of 
the  solutions. 

To  our  clients,  this  fabric  of 
integrity  translates  into  that 
fragile  thing  called 
"  trust ."  To  us,  it  is  that 
non  negotiable  idea  that 
echoes  down  the  halls  at 
night,  and  remains  the 
ultimate  bottom  line. 


The  Investment  Bankers  of  Shearson  Lehman  Brothers 


An  American  Express  company 
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Complimentary  Chrysler  Convertible 


'Subject  To  Conditions  And  Availability 
Mini-Suites  and  Villas  $11 7.00  -  S765.00 

•  Night-lighted  tennis 

5QC  Nautilus  gym  spa 

°  Daily  maid  service 

PRivate  VllliS 
ano  couri  clue 

444  Avemda  Caballeros.  Palm  Springs  CA  92262 

Call  for  Reservations  m^bmi 

L.A.  (213)  275-7962        outside  California 
(619)  323-1773  -  (800)  854-1 298 
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Readers  Say 


Japanese  trade 

Sir:  Find  out  why  Harley-Davidson 
motorcycles  cost  $22,000  in  Japan,  vs. 
SI 0,000  here  (Fact  and  Comment,  Nov. 
3),  and  we  might  know  more  about 
why  there  is  a  persistent  trade  deficit 
with  Japan. 
— Raymond  Myrtle 
Seattle,  Wash. 

Sir:  Re  "High-Tech  OPEC?"  (Pact and 
Comment  II,  Oct.  20).  The  Japanese 
were  caught  red-handed  "dumping" 
[semiconductors].  It  is  against  U.S. 
law  for  a  foreign  corporation  to  sell  in 
our  country  below  its  cost.  Without 
this  safeguard,  innovation  does  not 
count;  the  deepest  pockets  win. 

The  semiconductor  business  and  its 
companies  bear  little  resemblance  to 
the  steel  business  in  this  country;  the 
U.S.  semiconductor  industry  has 
spent  heavily  on  R&D. 

Without  a  healthy  domestic  semi- 
conductor industry,  American  com- 
puter  and   information  processing 
companies  will  be  vulnerable  to  for- 
eign whims. 
— George  Scalise 
Settlor  Vice  President, 
Worldwide  Marketing,  Government 

&  Industry  Affairs 
Advanced  Micro  Devices  Inc. 
Sunnyvale,  Calif 
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Chips  at  id  cycles: 
Targets  of  Japan. 


Out,  damn  utility 

Sir:  In  your  article  "Cogeneration 
gap"  (Not:  3),  you  rather  blithely  state 
that  "the  law  [Public  Utility  Regula- 
tory Policies  Act]  has  outlived  its  use- 
fulness. ..."  You  talk  about  how  Pa- 
cific Gas  &  Electric  is  "striking  back 
by  cutting  prices.  .  .  ."  Only  after  the 
utility  was  forced  to  compete  did  the 
utility  decide  it  should  refinance  its 
debt.  Why  didn't  it  refinance  the  debt 
on  its  own  as  every  other  corporation 


would  try  to  do?  Also,  why  hasn 
cut  its  rates  to  the  individual  hoi 
user  rather  than  just  to  the  industi 
and  commercial  users? 

— Robert  A  Freeman 
President,  Co-Energy  Group 
Los  Angeles.  Calif. 


Unreal  indexes 

Sir:  The  government  indicates  ini 
tion  is  going  up  2%  or  3%.  This  i: 
lot  of  hogwash.  Groceries  are  going 
faster  than  that.  Also,  the  cost  of  s 
vice  continues  going  up.  Look  at  t 
repair,  TV  repair  and  other  cos 
What  is  worse,  the  service  is  son 
times  bad,  and  you  get  no  guarantee 
satisfaction. 
— Ted  Stewart 
Sun  City,  Ariz 


Not  mere  pickers 

Sir:  In  an  attempt  to  do  a  job  on  d 
chartered  financial  analyst  design 
tion  (Oct.  20).  you  question  whetb 
CFAs  "make  better  stock  picks." 

A  financial  analyst  (not,  it  shou 
be  noted,  security  analyst)  is  equnj 
lent    to    an    investment  manag« 
"Picking  stocks"  is  only  a  small  pa 
of  what  investment  management 
all  about,  and  thus  it  certainly  doi 
not  follow  that  if  stocks'  price  mov 
ment  cannot  be  anticipated,  then  "tl 
CFA  is  useless." 
—Richard  W.  McEnally,  CFA 
Meade  Willis  Professor  of  Investma 

Banking. 
I  'niversity  of  North  Carolina 
Chapel  Hill  N.C. 

Sir:  I  object  to  the  tone.  You  are  gi 
ing  the  impression  that  a  CFA  is  . 
competent  as  a  bucket  shop  operata 
The  Institute  of  Chartered  Financi. 
Analysts  is  attempting  to  raise  sta< 
dards  by  stressing  education  in  an  i] 
dustry  notorious  for  no  standards. 
— Melvin  D.  Ronsek,  CFA 
Vice  Preside)  u  anil  Manager 
Personal  Im  estment  Management  Grot^ 
National  Bank  of  Detroit 
Detroit.  Mich 


Costly  debt 

Sir:  Kenneth  Fisher's  columi 
"Myths  To  Frighten  Children"  (OC 
6  a  seems  to  forget  that  there  is  a  cos 
to  running  up  the  federal  debt.  It1 
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NJOY  THE  WORLD'S 
RICHEST  REWARDS.  FREE 

Join  Inter*  Continental  Hotels'  New  Travel  Rewards  Program. 

We  know  our  guests  expect  the  extraordinary  from  us,  so  when  we 
put  together  a  travel  rewards  program,  it  too  had  to  be  extraordinary. 
And  joining  is  free. 

The  Trip  of  a  Lifetime  Reward. 
Intercontinental  rewards  you  with  free  cruises  on  the 
deluxe  ships  of  Cunard  —  even  the  ultimate  luxury  of  the 
QE2.  Other  programs  offer  only  coach  class  flights.  We 
offer  a  choice  of  coach  on  American  Airlines  —  or  first 
class  or  coach  on  Pan  Am. 
The  Exotic  Destinations 
Reward.  We  offer  the 


places  to  go  and  things  to 
see  that  top  everyone's  wish-list. 
From  the  glamour  of  the  Carlton  in  Cannes,  to  the 
beauty  of  Maui,  to  the  excitement  of  Nairobi,  Africa's 
safari  capital,  you  can  choose  from  over  60  of  our  city 
and  resort  hotels  around  the  globe. 
Create  Your  Own  Dream  Reward.  It's  so 
simple.  From  November  1,  1986,  to  March  31,  1988, 
you  can  earn  one  point  for  every  dollar  you  spend 
on  your  room,  food  and  beverage,  laundry  and  even 
telephone  calls  at  our  participating  hotels.  Then, 
you  have  over  100  different  options  to  customize 
your  own  dream  vacation.  Unlike  some  other 
programs,  you're  not  limited  to  specific  bonus 
packages.  You  can  choose  from  the  world's  richest 
~~\  rewards  —  your  way.  See 

brochure  containing  complete 
Sggg^jjl      details,  terms  and  conditions. 


I  IN" 
I  ME 

I  34C 


INTER-CONTINENTAL  REWARDS 
MEMBERSHIP  DEPARTMENT 
340  N.  BELT  EAST,  SUITE  297 
HOI  ISTON,  TEXA>  ?70oO 


1  want  my  rewards.  Please  send  me  an  Intercontinental  Hotels 
Rewards  Program  application  and  brochure. 


LCall  (713)  999-1010  or  visit  any  participating 
Inter-Continental  Hotel  for  your  application.  FB  I 

INTER,*  CONTINENTAL,  HOTELS 


The  Queen  Elizabeth  2  and  Cunard  Countess  are  registered  in  Great  Britain 
The  Cunard  Princess.  Sagafjord  and  Vistafjord  are  registered  in  the  Bahai 


Enjoy  The  Rewards. 

For  reservations  call  1-800-327-0200,  or  your  travel  agent. 


The  Moon,  the  Stars  — 

the  Mystery  is  Eternal 


The  Moonphase 

The  mystique  of  the  moon  and  the 
stars  is  captured  in  this  ingenious 
calendar  watch,  which  traces  the 
ever-changing  face  of  the  moon. 
Intricate  movement  encased  in 
181%  brushed  gold,  with  a  selection 
of  wristbands  in  exotic  leathers. 
Only  at  discrirnianting 
jewelers. 


JL. 

Jaeger-leCoultre,* 


Call  800-JLC-TIME 
for  the  jeweler  nearest  you. 


Before  there  was  Castro, 
there  was  Partagas. 


The  tradition  of  Cuban  cigar- 
making  does  not  live  entirely  in 
the  past. 

The  fact  is :  a  Partagas  Cigar  is  still 
made  as  it  was  made  in  Havana  before 
the  Cuban  Revolution. 

The  secret  ot  Partagas  is  a  living 


Cuban  legend.  His  name  is  Ramon 
Cifuentes.  And  ever  since  he  was 
exiled  from  Cuba  more  than  20 
years  ago,  he  has  continued  to  make 
Partagas  Cigars  as  only  he  and  his 
colleagues  can  make  them. 
One  by  one  by  hand. 


PARTAGAS 


0  Cifuentes  Y  Cia  198 


called  interest.  Between  1976  a 
1986  annual  interest  payments  on  t 
federal  debt  quintupled — to  S134  b 
lion.  Interest  payments  as  a  portion) 
total  federal  outlays  doubled,  to  141 
Interest  payments  on  the  nation 
debt  exceed  total  outlays  on  Medica 
and  Medicaid  by  43%. 
— Andrew  B.  Wilson 
St.  Louis,  Mo 


Not  all  skinflints 

Sir:  Re  your  opposition  to  lawyer  i 
vertising.  I  believe  that  your  opinn 
has  been  based  on  seeing  some  vet 
tasteless  ads  put  forth  by  a  very  fa 
attorneys.  You  wouldn't  want  all  pu 
lishers  to  be  judged  by  the  activities 
Larry  Flynt. 
— George  O.  Tamblyn 
Portland.  Ore 


Still  on  job 

Sir:  "Former  Securities  £x  Exchanj 
Commissioner  John  Shad"  i"1001 
down,  no  months  to  pay,"  Sov.  j 
must  be  current  SEC  Chairman  JoB 
Shad.  There  is  no  former  Commi 
sioner  John  Shad. 
— Mary  McCue 
Director, 

Office  of  Public  Affairs, 
United  States  Securities 

&  Exclxinge  Commission 
Washington,  D.C. 


Rich  man 

Sir:  Count  me  among  "The  Riche 
People  In  America"  (Oct.  27).  S  Vahl 
of  one  son  and  daughter-in-law — ii$ 
measurable;  three  super  grandchi 
dren — incalculable;  our  net  worth- 
comfortable.  Total:  infinite. 
— Grey  don  Freeman 
Hanover,  S  H 


Nonqualifier 

Sir:  Education  Systems  &.  Public; 
tions  Corp.,  ranked  third  on  your  lis 
of 'the  200  best  small  companies  in  th 
U.S.  (Nov.  3,  1986),  should  not  havi 
been  included  in  the  rankings.  Rani 
ing  requires  that  a  company's  net  it 
come  in  the  most  recent  12-mont 
period  be  SI  million  or  more.  Th 
correct  net  income  figure  for  thi 
company  was  S2 70,000,  not  S1.0 
million. 
—James  Sljeldon 
Xeu  York.  NY. 


Today,  total  systems  integration  is  the  order  of  the  day. 
And  departments  that  can't  talk  to  departments  are  as 
solated  as  Brooklyn  before  the  bridge, 
t    To  find  out  how  Wang  bridged  the  communications  gap 
or  these  organizations,  call  us.  Toll  free. 


U.S.AIR  FORCE 

IRUMMAN 


Mellon  Bank 


Shearman  8c  Sterling 


WANG 


Wang  is  helping  all  these  organizations  become 
more  efficient,  more  competitive.  Because  Wang,  the 
vendor  with  an  integrated  and  compatible  line  of  VS 
minicomputers,  is  installing  information  networks  that 
get  departments  talking  to  each  other.  Networks  that 
have  different  computers  communicating  with  each 
other  like  never  before. 

Wang  helped  all  these  organizations  run  smoother, 
run  easier,  run  faster.  And  we  can  help  you  run  the 
same  way. 

Call  1-800-225-WANG  today,  and  let's  talk. 


WANG  MAKES  IT  WORK. 


»7  Wang  Laboratories  Inc 


0  A  registered  trademark  of  Grumman  Corporation 
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With  all  thy  getting  get  understanding" 


Fact  and  Comment 


By  Malcolm  S.  Forbes,  Editor-in-Chief 


ASSAYING  ELECTION  RESULTS:  NOT  TOO  BAD 


Those  who  think  Ronald  Reagan  is  now  lame-ducked 
e  lamebrained.  The  only  thing  Ronald  Reagan  might 
ant  to  borrow  a  crutch  for  is  to  swing  it.  His  convictions 
e  in  full  bloom,  his  popularity  is  as  great  as  it  ever  was. 
Of  course  the  loss  of  nine  Republican  Senate  seats 
irsus  the  gain  of  only  one  is  a  disappointment.  The  fact, 
ough,  that  the  margin  was  only  a  few  percentage  points 
many  instances  is  heartening. 

That  the  Republicans  only  lost  a  relative  handful  of 
ouse  seats  in  a  midterm  election,  and  after  six  years  of  an 
cumbent  GOP  President,  is  historically  extraordinary. 
And  the  gain  of  eight  in  Republican  governorships  could 
atter  appreciably  in  1988's  race  for  the  White  House. 
It's  going  to  be  tougher  for  Mr.  Reagan  to  get  his  agenda 


on  the  Democrat-controlled  congressional  agenda.  But  the 
President  will  still  have  the  initiative  in  proposing,  even 
though  the  next  Congress  will  do  the  disposing. 

Because  presidential  vetos  can  come  powerfully  into 
play,  it  will  take  negotiation  to  pass  new  laws. 

It's  also  a  good  time  to  remind  people  that  Ronald  Reagan 
proved  a  very  effective  governor  of  California  when  faced 
with  a  legislature  having  Democratic  majorities.  If  Con- 
gress, led  by  the  Democratically  controlled  Senate,  spends 
the  next  two  years  blocking,  socking  it  to  the  President, 
they  will  seriously  hobble  1988  chances  to  win  back  the 
White  House.  Standoff  or  compromise  lies  ahead. 

That  isn't  too  bad  a  prospect,  given  the  present  predomi- 
nantly sound  state  of  the  nation. 


DOES  HIGH  TARIFFED  U.S.  ISOLATIONISM  LIE  AHEAD? 


No. 


ONE  OF  THE  MOST  EXCITINGLY  HEARTENING  HAPPENINGS  TODAY 


the  widening  effort  to  restore  the  teaching  of  moral 
alues  in  the  nation's  schools.  The  direness  of  the  drug 
ridemic  has  provided  immense  immediate  impetus. 

More  Americans  now  realize  the  best  vaccination  to 
revent  drug  addiction  is  inculcation  of  a  sense  of  personal 
forth,  personal  integrity.  Trying  to  inculcate  a  sense  of 
loral  values  is  as  vital  a  task  as  any  in  our  students' 
arricula. 

As  McDonnell  Douglas'  Sandy  McDonnell  observed  to 
s  the  other  day:  "Returning  to  the  understanding  of  and 
ommitment  to  the  basic  values  of  our  American  heritage 
1  our  schools,  businesses  and  government  is  essential  if 
re  are  to  maintain  the  freedom  that  this  nation  has 
njoyed  for  the  last  two  centuries." 


With  such  front-runners  as  New  York's  Governor  Mario 
Cuomo  urging  and  implementing  programs  to  state  educa- 
tional undertakings  on  the  subject  of  ethics  and  moral 
values,  and  the  Reagan  Administration's  Secretary  of  Edu- 
cation William  Bennett  pounding  on  the  necessity,  real 
progress  should  result. 

It's  too  sorely  needed  to  let  timidity  and  narrow  pockets 
of  nay-sayers  delay  or  deflect  it. 

Teaching  and  learning  about  decency,  fairness,  the 
Golden  Rule,  concern  for  others,  the  fun  and  joy  of  having 
one's  own  sense  of  personal  worth,  developing  an  aware- 
ness of  ethics  and  morality  can  be  a  real  turn-on  for 
students  and  teachers. 

Damn  the  torpedoes — full  steam  ahead. 
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EVEN  FOR  THOSE  WORKING  AT 

Gorby  and  Company  may  have  done  a  real  favor  by  yank- 
ing out  the  250  Russians  who  did  the  mtty-gntty  work  like 
cooking,  cleaning,  driving  and  queuing. 

With  no  staff,  the  Ambassador  has  a  perfect  excuse  to 
bypass  his  hotelier  function  for  visiting  politicos  and  other 
home-front  freeloaders. 

If  it  takes  our  Dips  a  week  or  ten  days  to  get  through  Red 
tape  for  permission  to  cross  town  or  visit  the  next  one,  we 
simply  require  the  same  permissions  and  time  for  their 


THE  U.S.  EMBASSY  IN  MOSCOW 

guys  in  Washington.  If  it  takes  our  Moscow  Embass' 
month  to  have  another  (well-bugged)  phone  installed, 
quire  our  phone  outfits  to  get  permits  before  they  can 
any  work  in  the  Russian  Embassy. 

Let's  aim  at  total  equivalency. 

Not  just  in  numbers  but  in  inconvenience. 

The  millennium,  of  course,  will  be  when  we  can  ma 
it  as  difficult  for  their  spies  to  spy  in  the  U.S.  as  it  is  for  c 
spies  to  spy  in  the  U.S.S.R. 


THERE'S  GOLD  IN  THEM  THAR  COINS 

The  United  States  Mint,  working  round-the-clock,  can't  (a  segment  that  never  seems  to  figure  in  the  equationsi 
seem  to  coin  enough  $5  to  $50  gold  pieces  to  keep  up  with  theorizing  economists),  the  return  of  a  gold  taint  to  currt 
the  demand.  Who  says  that,  so  far  as  people  are  concerned    cies  might  not  be  heartily  supported? 

WHY  BEING  A  COLUMNIST  BEATS  BEING  A  WRITER 

A  noted  writer  whose  pieces  in  a  foremost  newsweekly  "The  psychic  income  is  enormous.  I'm  no  long 

were  often  literally  literature  gave  up  a  sizable  salary  to  beholden  to  editors  who  might  not  like  the  way  y 

become  a  newspaper  columnist  at  lesser  pay.  To  my  query  part  your  hair,  split  your  infinitives  or  dangle  ya 

of  "Why?"  he  replied:  participles." 


RESTAURANTS— GO 

•  Brive— 405  East  58th  St.  (Tel:  838-9393).  When  Bob 
Pritsker  had  a  wife,  they  had  a  superior  restaurant  and  a 
complex  that  was  the  same.  When  they  split,  Dodin- 
Bouffant  expired.  Now  Bob's  given  birth  to  Brive.  Deli- 
cious cuisine,  imaginatively  creative.  Perfection  and  a 
backlog  of  excited  customers  are  leavened  by  a  welcome 
warmth  that  didn't  used  to  be.  Join  the  queue. 

L  Acajou  59  West  19th  St.  (Tel:  645-1706).  Bistros 
are  the  fad  these  days,  flourishing  like  mushrooms  in 
season.  They're  a  pleasant  counterpoint  to  the  huge  con- 
verted factory  spaces  so  popular  with  the  swarming 
Trendy  Birds  of  Manhattan.  At  the  bistros  such  as  L' Aca- 
jou, provincial/innovative  food  and  un-numbing  prices 
provide  a  welcome  wee  oasis. 

•  La  Boheme — 24  Minetta  Lane  (Tel:  473-6447). 
Among  the  brightest  and  the  best  on  the  bistro  scene  is  La 
Boheme,  in  the  Village  just  off  Sixth  Avenue.  From  tiny 
pizzas  to  major  ones,  lovely  soups  and  ratatouille  as  it's 
meant  to  be,  right  on  through  seafood  casserole,  every- 
thing's either  dependably  good  or  very,  very  good.  For  such 
fare  and  such  flare,  the  prices  are  more  than  fair. 

Cafe  Pierre — Pierre  Hotel,  Fifth  Ave.  and  61st  St. 
(Tel:  940-8185).  Polished  service  and  decorousness  don't 
make  up  for  middling  food  at  maximum  prices. 

'%■  Gloucester  House— 37  East  50th  St.  (Tel:  755-7394). 
This  is  the  best  (and  the  best's  expensive,  of  course)  of  the 
pure  seafood  restaurants  in  seaport  New  York.  Everything's 
fresh,  cooked  to  menu  description.  Added  pluses:  hot 
biscuits  served  periodically  on  a  pan  right  from  the  oven, 
and  the  thinnest,  best  battered  onion  rings  and  zucchini 


,  STOP 

chips  you'll  ever  discover.  Even  if  you  hate  fish,  these  thr 
items  make  a  visit  worth  every  penny — er,  dollar. 

•  Shun  Lee  Palace— 155  East  55th  St.  (Tel:  371-884< 
Michael  Tong  is  New  York's  foremost  impresario  of  C 
nese  restaurants,  and  Shun  Lee  Palace  is  his  summit, 
be  different  here,  much-copied  Michael  includes  an  air; 
of  un-Chinese  staples.  But,  considering  the  dazzling  sp 
cialties  from  Hunan,  Szechuan,  Mandarin  and  Cantone 
dishes,  who  needs  'em? 

The  Casual  Quilted  Giraffe — 15  East  55th  St.  at  tl 
A.T.&T.  Arcade  (Tel:  593-1221).  Susan  and  Barry  Win 
creators  of  that  ofttimes  FoRBES-Four-Starred  Quilted  G 
raffe,  have  opened  one  of  the  most  sleekly  slick-decore 
restaurants  in  town.  "Casual"  it's  named,  but  from  men 
to  cost,  casual  it  ain't.  The  food  is  colorful,  creatiV' 
dramatic — but  sometimes  not  as  tasty  as  it  sounds.  It's  | 
experience  worth  having  if  cost  is  immaterial. 

•  Patisserie  Lanciani — 177  Prince  St.  (Tel:  47] 
2788).  In  this  decorless  Soho  eatery,  you'll  find  lots 
patisserie-ish  delectables — including  a  smoked  chicke 
salad  on  a  toasted  brioche  with  grapes,  arugula  et  al.  that 
supremely  tasty. 

•  Maxim's — 680  Madison  Ave.  at  61st  St.  (Tel:  751 
5111).  French  couturier  Cardin  has  spent  Smillions  replicai 
ing  in  New  York  the  once-famed  Pans  Maxim 's,  which 
bought  five  years  ago.  The  original  lost  its  Guide  Micheli 
stars  long  after  it  deserved  to.  The  Big  Apple  version  has  fin 
food  but  at  towering  prices.  The  Pans  progenitor  treated  th 
tourists  on  which  it  depended  with  disdain,  but  the  NYC 
version  proffers  real  hospitality  to  its  customers. 
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GREAT  PUNCH  LINES 


\11  of  us  on  recollecting  discussions,  arguments  and 
£  isodes  later  (usually  in  the  middle  of  the  night)  think  of 
i nething  more  clever  that  we  might  have  said. 

|[n  a  letter  to  the  Princeton  Alumni  Weekly,  an  alumnus 
i  mmented  on  some  student  criticism  of  striking  new 
c  rnpus  buildings  architected  by  that  award-winning  emi- 
i  nee,  Robert  Venturi.  In  just  one  paragraph  this  letter  has 


DO  YOU  VOTE  "GOOD* 


Original. 


Chunky 


Whether  you  choose  our  original           M|  j»  Sp^hnns. 

auce  with  imported  olive  oil  and  romano  i  <BP  ~^r"~r 
cheese, or  our  chunky  homcstyle 
with  bits  of  tomato,hefbs  and  spices, 

you  11  gei  classic  Italian  taste  ;  J^K  ■"  ' 

Prince 


two  great  examples  of  marvelously  witful  hits: 

"The  controversy  about  Robert  Venturi's  ('47)  additions 
to  campus  architecture  calls  to  mind  Twain's  supposed 
remark  about  Richard  Wagner:  'Wagner's  music  is  better 
than  it  sounds.'  If  Twain  were  alive  today,  he  might  think 
Venturi's  buildings  are  better  than  they  look. 

—Jim  Griffith  76" 

OR  "BAD"  ON  THIS  AD? 

Writes  reader  Norman  Berg  of 
Weston,  Mass.:  "My  nomination 
for  the  best  ad  of  the  year." 

And  in  the  same  mail,  this  from 
Winford  Nowell  of  Groveland, 
Mass.,  "I  would  like  to  nominate 
the  enclosed  advertisement  of 
Prince  spaghetti  sauce  for  the  tack- 
iest advertisement  of  the  month!" 

I  guess  it's  better  to  have  some- 
one term  the  ad  tasteless  rather 
than  the  product.  I'm  inclined  to 
vote  the  ad  as  good,  its  point  made 
in  good  humor.  What  think  you? 


f  HEN  IT  COMES  TO  FIRST  RATE  FOOD 

a  little  less  is  so  much  better 
than  a  little  too  much. 


A  FINE  MEAL  IS 

worth  the  price — though  many  restaurants 
serve  up  one  without  the  other. 


BOOKS 


•  A  Cast  of  Killers— by  Sidney  D. 
Kirkpatrick  (E.P.  Dutton,  $17.95). 
Telling  All  about  the  names  of  Holly- 
wood glitterati  is  staple  press  grist. 
This  one's  different.  A  famed  director, 
in  his  declining  years,  really  solves  a 
1920s  headlined  tinseltown  murder 
case.  But  he  locked  up  his  revealing 
anuscript  of  connivance  and  corruption.  It  was  discov- 
ted  and  turned  into  this  book  only  after  his  death. 

:cerpts:  Colleen  had  once  been  an  important  part  of  the 
'dustry  herself  and  knew  what  it  felt  like  to  be  a  victim 
i  its  selective,  ever-shortening  memory.  But  she  had 

arried,  moved  away  from  it,  and  established  a  more 

■ccessful  and  more  rewarding  career  for  herself.  Still,  she 
.iderstood  perfectly  what  Vidor  was  feeling  as  he  quietly 

Id  her  of  the  latest  series  of  setbacks  his  career  had 

ken.  "It  could  work  out  for  the  better,"  she  said.  "You 
lon't  have  to  put  aside  the  Taylor  story,  which,  I  must 
\y,  is  getting  more  fascinating  all  the  time.  I  don't  see 
bw  Goldwyn  or  anybody  for  that  matter  could  turn  this 
\ie  down."  .  .  .  It's  three  mysteries,  all  unsolved,  and  all 

xtwined.  And  who  killed  William  Desmond  Taylor  is 
we  least  of  the  three.  Beyond  that  is  the  mystery  of  where 

1  the  information  printed  about  the  case  came  from. 


Most  important  is  the  third  mystery:  why  the  Los  Angeles 
Police  Department  seems  to  have  directed  its  investiga- 
tion of  the  case  in  every  imaginable  way  except  the  one 
that  would  have  led  them  directly  to  the  killer. 


#  Hot  Properties — by  Rafael  Yglesias  g/F 
(E.P.  Dutton,  $16.95)— is  selling  like 
hotcakes  because  it's  another  one  of 
those  novels  where  everybody's  trying 
to  identify  the  real-life  celebrity  coun- 
terparts in  the  sizzling  scenes  featur- 
ing young  writers,  publishers  and  edi- 
tors on  the  make  and  endlessly  making 


IUI  VUISUS 


out.  Despite  all  the  hype  about  Who's  Who,  it's  a  bore. 

Excerpt:  Tomorrow  the  friends  would  call,  wanting  to 
know  if  he  was  getting  a  movie  made,  expecting  stories  of 
how  he  had  been  lionized.  He  had  come  home,  the  cold 
anger  of  the  struggle  infiltrating  his  sun-warmed  West 
Coast  heart.  "I'll  write  another  play,"  he  said,  nodding  to 
himself.  The  doorman  hustled  out  of  the  lobby,  almost 
wrestling  with  the  chauffeur  over  his  bag.  Tony  noted  the 
difference  in  the  doorman's  attitude  between  his  arrival 
in  a  limo  as  opposed  to  a  taxi.  That  a  man  who  saw  him 
every  day  changed  his  attitude  over  such  a  detail  of 
success  made  the  fierce  blizzard  of  his  soul  complete. 
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Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  'this  editor 's  mind.-MSF 


Brash  Masters 

"M.B.A.s  want  to  be  president  by 
next  Tuesday,"  observes  John  DiEleu- 
terio,  human  resources  director  for 
Campbell  Soup  Co.  But  yesteryear's 
grads  were  even  worse,  contend  some. 
"If  anyone  was  brash,  it  was  the 
M.B.A.s  of  the  '60s  and  70s,"  says 
Edward  Pazicky,  who  heads  human 
resources  for  Marsh  &  McLennan 
Cos.  "They  created  more  interperson- 
al problems  than  young  people  to- 
day." At  Texas  Eastern  Corp.,  an  exec- 
utive suggests  today's  trainees  "ap- 
preciate just  having  jobs." 

Butcher  &  Singer,  a  Philadelphia  bro- 
ker, doesn't  see  any  problem;  "most 
of  the  brash  ones  go  to  New  York." 

— Wall  Street  Journal 

Syria's  "Success" 

Syria's  Hafez  Assad  emphasizes 
his  commitment  to  a  "Greater  Syr- 
ia" in  which  the  nation's  true  bor- 
ders would  embrace  those  of  Jordan, 
Israel  and  Lebanon.  In  keeping  with 
this  goal,  Assad's  terrorist  network 
has  been  useful  in  thwarting  the 
peace  process,  driving  Israel  and  Jor- 
dan further  apart  and  attacking  more 
moderate  factions  of  the  Palestine 
Liberation  Organization.  .  .  . 

In  the  last  few  years  Assad  has  moved 
to  export  his  pernicious  product.  This 
move,  some  analysts  say,  may  have 
been  encouraged  by  the  bombing  of  the 
U.S.  Marine  compound  in  Beirut  in 
1983.  After  the  attack,  the  National 

Drawing  by  D  Reilly, 
©1986  The  New  Yorker  Magazine,  Inc. 


"Enzo  writes  that  he's  getting  eighteen 
thousand  lire  for  a  plate  of  taglkitelle 
alfonnaggio  on  the  lower  East  Side — 
and  that's  at  lunch!" 


Security  Agency  intercepted  messages 
showing  payments  were  sent  through 
Damascus  to  the  Iranian  terrorists.  The 
CIA  also  has  evidence  that  the  Syrian 
intelligence  services  gave  logistical 
support  to  the  bombers.  From  Assad's 
standpoint,  the  bombing,  in  which 
241  Americans  died,  was  a  resounding 
success. 

— Brian  Duffy, 
U.S.  News  &)  World  Report 

Curb  Closing 

A  street  vendor  and  several  mem- 
bers of  his  family  were  doing  a  brisk 
sidewalk  business  on  the  corner  of 
Columbus  Avenue  and  68th  Street 
selling  scarves,  berets  and  woolen 
gloves.  A  passer-by  pushed  through 
the  crowd  and  asked,  seriously, 
"What  time  do  you  close?" 

"8  P.M.,"  the  vendor  replied,  just  as 
seriously. 

— New  York  Times 

Playboy,  Forbes  Rip-Off 

Playboy  has  been  available  by  re- 
quest only,  said  Luanne  Gilbert,  depu- 
ty librarian  of  Alameda  County,  be- 
cause "it  is  one  of  our  high  rip-off, 
high-risk  publications,  along  with 
Road  &)  Track  magazine,  Forbes  and 
a  few  other  specialty  magazines." 

— San  Francisco  Examiner 

Common  Judgment 

Jacksonian  America — patriotic, 
ambitious,  and  boisterous  as  it  was — 
faced  the  future  with  magnificent 
self-assurance  and  unbounded  faith  in 
its  own  arts.  "You  are  in  a  country," 
wrote  James  Fenimore  Cooper  to  the 
sculptor  Horatio  Greenough,  "in 
which  every  man  swaggers  and  talks, 
knowledge  or  no  knowledge,  brains  or 
no  brains,  taste  or  no  taste.  They  are 
all  ex  nato  connoisseurs,  politicians, 
religionists,  and  every  man's  equal 
and  all  men's  betters."  Faith  in  the 
common  man's  judgment  became  the 
sun  around  which  American  political 
thought  and  action  revolved. 

— Wendell  Garrett,  Antiques 

Tip  for  Tax 

My  pet  peeve  is  reserved  for  waiters 
who  present  a  check  or  credit-card  slip 
that  shows  only  the  total,  including 


tax.  Many  people  unknowingly  o1 
tip  because  they  base  their  gratuity 
the  after-tax  figure  instead  of  the  til 
before  taxes.  When  I  get  a  check  tj 
shows  only  the  grand  total,  I  givj 
back  and  ask  for  a  breakdown.  Pay) 
your  taxes  is  one  thing,  but  tipping] 
tax  collector  seems  a  bit  much. 

— Stanley  Dry,  Travel  &)  Leist 


Only  a  virtuous  people 
are  capable  of  freedom. 

— Benjamin  Frank 


Are  Tou  Aliterate? 

Aliteracy,  a  newly  uncovered  pi 
nomenon,  is  the  gradual  loss  of  rej 
ing  skills  by  people  who  can  read  1 
don't.  For  many,  aliteracy  is  part 
the  fast  pace  of  modern  life:  The  111 
of  mesmerizing  images  in  an  electrc 
ic  age  makes  reading  seem  too  slo 
too  dense,  too  difficult  and  too  oi 
moded  to  be  worth  the  time  it  c 
mands.  Aliteracy  can  turn  even  we 
educated  people  into  nonreaders. 
— Patricia  Holt,  book  reviewer,  frc 
"The  Year  of  the  Reader  1987"  cai 
paign  to  encourage  reading  in  the  U 

Black  Equalizer 

"The  tuxedo  is  a  great  equahzei 
suggests  Chicago  Fund  Raiser  Sug 
Rautbord.  "It's  hard  to  distinguish  U 
tween  the  headwaiter  and  a  CEO 
Bill  Blass,  whose  traditional  tux  d 
signs  for  After  Six  are  among  the  il 
dustry's  best  sellers,  brings  the  who 
matter  down  to  earth  and  into  pe 
spective:  "Ultimately,  it  all  sten 
back  to  women.  It's  the  gal  who  warn 
to  dress  up,  and  the  fellow  has  to  s 
along."  That's  one  reason  Blass  hj 
been  a  success  for  so  long;  he  knov 
who  still  calls  the  shots. 

— Jay  Cocks,  Tim 

Full  Flush 

Marty  Venker  [then  a  Secret  Servic 
agent]  was  on  duty  in  the  Whit 
House  one  day  when  he  heard  a  pani 
button  go  off — alerting  the  Secret  Sei 
vice  to  a  president  in  distress. 

Hand  on  his  gun,  the  agent  rushe 
to  the  scene  of  the  emergency:  ai 
Oval  Office  bathroom.  After  "practi 
cally  knocking  down  the  bathroon 
door,"  Marty  says,  he  found  Carte 
inside,  zipping  up  his  pants.  Appai 
ently  the  commander-in-chief  mis( 
took  the  bathroom's  panic  button  fo 
a  toilet  flush  mechanism. 

— Richard  Johnson,  New  York  Pos 


as 


One  of  the  world's  great  build 


ings 


Trump  Pare.  A  significant  contempo- 
rary renaissance.  Designed  and  built  in  the 
llolden  age  of  New  York  architecture, 
Ivery  detail  of  Trump  Pare  recalls 
:.nother  era,  an  era  now  brought  lovingly 
'o  modern  life. 

No  element  of  modern  ease,  comfort  and 
convenience  is  overlooked.  Yet  the  prevail- 
ing mood  is  of  the  luxury  and  gracious 
uegance  of  other  times. 

Here,  the  magnificent  Park  is  literally  at 
'our  doorstep.  To  your  ri  ght  and  left  the 
•ophisticated  ambience  of  Central  Park 
?outh.  And  within,  period-quality  high- 
:eilinged  and  meticulously  crafted  resi- 


most  extraordinary  residential  add 


ress. 
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dences  of  note.  From  serene  pied-a-terres  to 
spectacular  penthouses.  Even  the  unusual 
staffing  of  Trump  Pare — Hallmen,  Maid 
an  d  Valet  service,  an  on-premises  garage  as 
as  twenty-four  hour  Concierge  and 
Doormen — recall  civilities  seldom  encoun- 
tered today. 

A  rare — perhaps  unique — opportunity 
to  participate  in  residential  ownership  on 
Central  Park  South.  Perhaps  the  last  such 
opportunity  on  the  Park,  if  you  would  like 
additional  information  about  the  extraordi- 
nary Trump  Pare  condominium  residences, 
pica  so  ca  11212-247-7000. 


Maid  and  Valet  Service  and  on-prcmises  garage  are  available  at  an  additional  cost.  The  complete  offering  terms  are  in  an  offering  plan  available  from  sponsor. 


BRILLIANT 
DEDUCTION! 


Announcing 
Liberty  For  All. 

Now  your 
employees 
can  save 
on  auto, 
home 

and  life  insurance  through  the 
convenience  of  payroll  deductions.  And  it  will  hardly 
cost  you  a  thing.  I 

Liberty  For  All  gives  employees  an  additional  5°/o* 
discount  on  Liberty  Mutual's  already  low  rates.  Your  only 
expense  is  for  a  minor  change  in  your  payroll  system. 

For  more  information  about  the  hottest  perk  going,  j 
call  your  local  Liberty  Mutual  office  or  write  to:  j 
Harold  Scroggins,  Director  of  Mass  Merchandising, 
Liberty  Mutual,  175  Berkeley  Street,  Boston,  MA  02117. 

AMERICA  BELIEVES  IN  j 
LIBERTY  MUTUAL  INSURANCE. 


LIBERTY 
MUTUAL 


"Discount  applies  to  auto  and  home  insurance 
only  and  is  available  in  most  states. 


©  Liberty  Mutual  Insurance  Group  Bostol 


Hact  and  Comment  II 

By  M.S.  Forbes  Jr.,  Deputy  Editor-in-Chief 


THE  MOST  IMPORTANT 

ingress  may  consider  next  year  will  be  trade.  On  election 
ght,  key  Democrats  talked  of  the  need  to  do  "some- 
ing"  about  the  problem  of  unfair  foreign  competition 
iid  of  the  need  to  "protect"  American  jobs.  History  shows 
>peatedly  that  this  kind  of  legislation  would  damage  us  as 
sell  as  its  intended  victims. 

1  Democrats  were  the  prime  movers  behind  a  dangerous 
lotectionist  trade  bill  this  year  that  passed  both  houses  of 
pngress.  The  House  sustained  President  Reagan's  veto  by 
margin  of  one  vote. 

jThe  Reagan  Administration  has  loudly  denounced  and 
fken  actions  against  antitrade  barriers  with  Japan,  Korea, 
iazil,  etc.  It  has  put  tariffs  and  quotas  on  sensitive  im- 
prts  such  as  timber  and  textiles.  But  still  the  protectionist 
jolves  are  in  full  cry. 

Half-Measures  Won't  Work 

i  The  Administration  must  now  prepare  a  full-scale  at- 
^ck  on  the  whole  idea  of  protectionism.  It  should  point 
it  vigorously  that  a  trade  bill  will  raise  prices  for  Ameri- 
in  consumers,  that  it  will  destroy  far  more  jobs  than  it 
eserves,  that  it  will  lower  overall  American  living  stan- 


ECONOMIC  QUESTION 

dards  and  that  it  will  lead  to  gross  infringements  on 
individual  liberties.  (Most  Americans  will  respond  nega- 
tively to  the  notion  that  their  ability  to  buy  goods  they 
desire  will  be  restricted  just  because,  say,  a  well-made  auto 
comes  from  Europe.) 

The  President  himself  might  start  by  reminding  the 
public  of  the  Smoot-Hawley  Tariff  of  1929-30.  At  the  time, 
there  was  concern  about  growing  foreign  imports,  about 
the  need  to  help  the  American  farmer,  about  the  overseas 
assault  on  our  manufacturing  base.  Congress  responded  to 
these  pleas  for  help  by  passing  the  most  sweeping  antitrade 
legislation  in  the  nation's  history.  The  law  plunged  us  and 
the  world  into  an  economic  tailspin. 

The  Administration  must  also  redouble  efforts  to  have  our 
trading  partners  reduce  their  flagrant  trade  barriers.  Given 
the  need  of  these  countries  for  foreign  capital,  we  have  the 
tools  to  bring  about  change.  At  the  same  time,  we  must 
pressure  these  countries  to  reduce  their  onerous  regulations 
and  tax  rates,  which  are  hobbling  their  economies.  The 
resultant  growth  these  nations  would  experience  would 
sharply  reduce  our  merchandise  trade  deficit  and  would  take 
away  the  best  weapon  in  the  protectionists'  arsenal. 


WHY  DID  REPUBLICANS 


b  so  poorly  in  Senate  contests?  Primarily  because  this 
.inority  party  behaved  as  if  it  were  the  majority  party. 
The  tip-off :  Shortly  before  the  election,  the  media  was  full 
stories  about  how  much  money  the  races  were 
DSting,  about  their  negative  advertising,  about 
lie  various  campaign  tricks  and  techniques, 
ittle  about  issues. 

Since  there  are  more  Democrats  than  Re- 
iblicans,  the  GOP  must  work  hard  to  give 
iople  reasons  to  vote  for  them.  Instead, 
kost  of  their  senatorial  candidates  relied  too 
mch  on  hoping  the  good  feelings  for  Ronald 
eagan  would  rub  off  on  them.  Those  GOP 
mators  who  paid  painstaking  attention  to  local  issues 
id  concerns — most  notably  New  York's  Alfonse  D'A- 
lato  and  Iowa's  Chuck  Grassley — did  well.  Those  who 
id  not,  such  as  Washington  State's  Slade  Gorton  (who 


Seimtor  D'Amato. 
He  did  it  right. 


fumbled  a  nuclear  waste  dump  issue)  went  down. 

Republican  candidates  in  too  many  instances  let  their 
opponents  set  the  campaign  agenda.  In  Georgia,  for  in- 
stance, Senator  Mattingly  attacked  his  oppo- 
nent's congressional  attendance  record  instead 
of  his  out-of-step  liberal  voting  record.  North 
Carolina  Senator  James  Broyhill  made  a  simi- 
lar blunder:  The  Democrat  got  away  describing 
himself  as  a  conservative. 

Mush  begets  defeat.  GOP  aspirers  for  Presi- 
dent and  for  Senate  seats  in  1988  should  re- 
member that  it  takes  more  than  resumes  and 
money  and  smiles  to  win  office  these  days. 
They  must  actively  advocate  the  right  issues,  as  well. 

George  Bush  could  do  worse  than  start  echoing  some 
of  Jack  Kemp's  themes  about  economic  growth,  defense 
and  foreign  policy. 


DRBES,  DECEMBER  1,  1986 


31 


Upjohn  keeps  making  strides  against 
cardiovascular  disease  so  today's  families  will 
have  happier,  healthier  lives. 


Nearly  one  million  people  in 
the  U.S.  will  die  this  year  from 
cardiovascular  diseases.  Yet  this 
is  a  dramatic  drop  from  just  a 
generation  ago. 

Erasing  the  threat  is  a  long, 
hard  journey.  But  step  by  step, 
Upjohn  research  is  helping  to  make 
e  clay  come  closer  when  these 
seases  will  be  just  a  memory 

an  marketing  digitalis  in 
e  provided  nitroglycerine 


for  heart  disease,  and  produce  anti- 
coagulants for  prevention  of  blood 
clots.  More  recently,  we  helped 
pioneer  new  directions  in  medica- 
tion to  lower  blood  cholesterol. 

And  the  effort  goes  on:  like  our 
exciting  new  work  on  peripheral 
vascular  heart  disease,  and  new 
medications  to  lower  blood  pressure 
with  fewer  complications. 

For  over  100  years,  Upjohn  has 
been  dedicated  to  reducing  the  pain 


and  waste  of  disease.  The  prospe 
of  even  greater  breakthroughs 
promises  a  new  century  even  mc 
satisfying  than  the  last. 

For  booklet,  write  "What 
You  Should  Know        .  _ 
About  Cardio-  Upjohi 
vascular  Disease,"  * 
Department  CF,  /I 
PO.  Box  2497,  II 
Kalamazoo,  V 
Michigan  49003.      V  4 
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What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Half-truths  and 
consequences 


Gossip  that  has 
some  plausibility 


Little  or  no 
help  from  the 
dollar's  fall 


UNCERTAIN  TIMES  =  UNCERTAIN  POLICY 

The  chief  reason  for  recent  jitters  in  the  bond  market  is  that 
traders  had  overbought.  Dealers  were  stuffed  with  inventory  in  antici- 
pation of  lower  U.S.  rates.  When  it  didn't  happen,  they  cut  prices, 
creating  bargains  for  the  fleet  of  foot.  That's  how  markets  are  supposed 
to  work. 

You  probably  heard  otherwise.  After  the  minutes  of  the  September 
meeting  of  the  Federal  Reserve's  policymaking  open  market  commit- 
tee were  released,  reams  of  copy  were  written  ("thumb  suckers,"  bored 
editors  call  them)  speculating  that  not  only  was  the  Fed  not  about  to 
ease  interest  rates,  but  that  rapid  money  growth  might  force  it  to 
tighten,  for  fear  of  fueling  inflation  a  year  or  so  ahead. 

The  incident  is  important  because  it  shows — again — that  when  the 
economy's  direction  is  unclear,  as  it  seems  for  the  first  two  or  three 
quarters  of  1987,  markets  will  wobble  on  rumors  and  half-truths. 

As  PART  OF  THIS  PATTERN,   WASHINGTON  HAS   BEEN   FLOODED  with 

stories  that  Federal  Reserve  Chairman  Paul  Volcker  is  about  to  go.  The 
nearer  we  get  to  August  1987,  when  his  term  as  chairman  is  up,  the 
more  these  stories  will  appear. 

The  rumor  comes  complete  with  possible  successors.  One  frequently 
cited  in  the  gossip  is  Donald  Regan,  presently  the  combative  (and 
increasingly  influential,  internally)  White  House  chief  of  staff.  Anoth- 
er is  George  Shultz,  the  embattled  Secretary  of  State. 

Inevitably,  too,  when  the  President  does  send  his  nominee  to  the 
Democrat-controlled  Senate  for  confirmation,  the  cry  "Politicizing  the 
Fed"  will  be  heard. 

It  will  ring  true  to  many  ears.  "The  economy  is  the  number  one  issue 
for  the  1988  election,  and  the  Administration  is  laying  the  groundwork 
for  that  election,"  believes  Allen  Sinai,  chief  economist  for  Shearson 
Lehman. 

True  or  false,  the  charge  can't  help,  and  might  even  damage,  the 
authority  Volcker's  Fed  has  developed  around  the  world.  It  needs  all 
the  authority  it  can  get. 

Japan  finally  cut  interest  rates  to  prod  its  economy,  but  it  won't  help 
much:  Each  1%  growth  in  Japanese  GNP  would  suck  in  only  $400 
million  of  U.S.  exports.  And  the  West  Germans,  after  vacillating  in 
early  fall,  now  say  that,  however  hard  the  U.S.  pushes,  they  won't  ease. 

What  can  the  Fed  do?  Its  chief  short-run  concern  now  is  preventing 
recession.  Yet  it  is  staring  at  better-sounding  economic  statistics  (2.6% 
third-quarter  GNP)  and  the  prospect  of  consumers  in  large  numbers 
buying  big-ticket  items  to  beat  year-end  tax  changes. 

The  Fed  has  to  be  worried  that  any  significant  pause  could  turn  into 
recession,  depressed  further  by  still-rising  personal  and  corporate  debt. 
But  until  trade  takes  a  turn  for  the  better,  the  Fed  dare  not  cut  U.S. 
interest  rates  by  much,  for  fear  hot  money  will  pour  abroad.  Once  again 
it's  fence-sitting  time. 


ORBES  DECEMBER  1.  1986 


33 


The  Forbes  Index 


Forbes  Index 


12-month  closeup 
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Will  there  be  more  jobs?  The  Forbes  Index  rose  0.4%  in 
the  latest  reporting  period.  Manufacturers'  new  orders 
show  a  healthy  5%  gain  over  the  previous  month,  while 
inventories  rose  less  than  0.1%.  But  new  unemployment 
claims  were  up  12.9%  from  September  to  October.  New 
jobs  are  being  created  only  as  fast  as  old  ones  are  lost,  but 
the  work  force  rises.  The  overall  unemployment  level 


remains  unchanged  at  6.9%.  That  could  worsen,  howeve 
by  next  year.  General  Motors  recently  announced  plans 
close  nearly  a  dozen  plants,  and  other  closings  are  expec 
ed.  Some  of  the  employment  slack  in  the  manufactunr 
sector  may  be  filled  by  Japanese-owned  auto  plants  th. 
will  soon  be  operating  in  the  U.S.  But  if  the  service  secti 
can't  fill  the  gap,  unemployment  levels  will  rise. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U  S.  economic  activity- 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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•Settle  in.  Watch  Supra's  fu!l  instru- 
mentation come  to  life.  Settle  back 
into  the  8-way  fully  adjustable  driver's 
Sport  Seat.  Options!  glove-soft 
leather  adds  luxury  to  performance. 


JEW 

SUPRA  TURBO 
"HE  DVNASTV 
ZCEL.CERAT 

itning  strikes  again,  and  this  time  it's  turbocharged.  The 
iew  Supra  Turbo  accelerates  into  1987  with  potent  cre- 
tials:  3.0  liter  twin  cam  24-valve  turbo  230  hp  engine; 
?-bred  double  wishbone  suspension;  ventilated  4-wheel 
brakes.  Optional  Anti-Lock  Braking  System  (A.B.S.).  And 
ressive  USAC  official  test  results:  0  to  60  mph  in  6.66 
ands,  60  to  0  mph  in  3.12  seconds.and  15.16  seconds 
he  standing  1/4  mile*  1987  Supra.  With  or  without 
>ocharger.  As  serious  about  performance 
fare. 


who  TOYOTA 

COULD  ASK  "VIVIM 
FOR  AIM  VTHING 
MORE! 

Get  More  From  Life . . .  Buckle  Up! 
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mal 


™ODAY,  a  computer  company  requires 
brainpower  large  enough  to 


ii 


I  match  the  size  of  its  customers'  needs. 
It  has  to  create  product  lines  from 
micros  to  mainframes.  Powerful.  Compatible. 
Upgradable.  And  affordable. 

It  has  to  design  software  as  vast  as  the 
imagination.  Software  that  not  only  solves 
problems,  but  anticipates  them  as  well. 

It  has  to  engineer  telecommunications 
and  networks  that  link  people,  applications, 
and  data  bases.  Around  the  office.  Around 

- 

the  world. 

- 

■ 

It  has  to  commit  enormous  resources  to 
research  and  development. 

*~  As  separate  entities ,  Sperry  Corporation 
and  Burroughs  Corporation  have  long  been 
leaders  in  the  technology  of  Information  Jgg 
Management. 

Together  as  Unisys,  that  leadership 
is  bound  to  grow  to  new  heights.  Which 
shows  the  power  of  a  company  that  puts  its 
mind  to  it. 
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The  power  of 


Forbes 


Pat  Rooney  and  Randy  Pace  were  going  to  knock  "Wall  Street  of] 
its  feet.  That  was  the  plan.  The  result  was  a  sleazy  operation 
mixed  with  slapstick.  But  where  were  the  cops? 


Incompetence,  Inc. 


By  Richard  L.  Stern 


T|  his  is  a  story  that  is  hard  to 
tell  with  a  straight  face.  It  has 
had  its  comic  aspects,  but  what 
isn't  funny  is  that  lots  of  people  lost 
lots  of  money  through  the 
machinations  of  Pat  Rooney, 
Randy  Pace  and  their  Roo- 
ney, Pace  Group. 

Let's  go  back  to  the  late 
summer  of  1984.  Patrick 
Rooney,  the  cochairman  of 
the  publicly  traded  brokerage 
house  of  Rooney,  Pace,  was 
entertaining  hundreds  of  em- 
ployees and  spouses  at  his 
Southampton,  N.Y.  summer 
home.  Under  a  big  circus- 
striped  tent  on  the  tennis 
courts,  guests  sipped  cham- 
pagne and  ate  hors  d'oeuvres 
before  sitting  down  to  a  ca- 
tered dinner. 

Amid  the  festivities,  the 
flamboyant  hosts,  Rooney, 
and  Randolph  Pace,  made  a 
grand  announcement:  Two 
registered  representatives 
among  the  guests  that 
night — Richard  Nager  and 
James  Cohen — were  being  re- 
warded with  the  titles  of  man- 
aging director.  Well,  not  right 
away.  When  they  returned  of- 
ficially to  work.  The  pair  was 
taking  what  was  referred  to 
around  the  firm  as  "an  SEC 
vacation. "  They  had  been  sus- 
pended by  the  Securities  & 
Exchange  Commission  from 


working  at  Rooney,  Pace  for  30  days 
after  they  signed  consent  decrees  to 
charges  of  stock  manipulation  involv- 
ing a  company  called  Sequential  Infor- 
mation Systems. 
Among  the  guests  was  Harry  Hen- 


The  founders:  Randolph  Pace  and  Patrick  Rooney 
Easy  profits  proved  the  undoing  of 
Mr.  Inside  and  Mr.  Outside. 


zel,  a  slight,  graying  39-year-old  bro 
ker  who'd  been  hired  from  Bear 
Stearns  the  previous  spring  to  manage 
Rooney,  Pace's  new  Atlanta  office 
Henzel  was  carried  away  with  the  fes 
tivities  and  the  euphoria  about  his 
new  job,  but  it  did  strike  him 
as  peculiar  that  the  firrc 
should  reward  a  couple  o\ 
types  who  had  just  been  cen 
sured  by  the  SEC.  Today  h( 
wishes  he  had  been  more 
alert  to  the  implications 
about  a  corporate  culture 
that  took  securities  violai 
tions  so  lightly. 

Rooney  and  Pace  them 
selves  made  an  interesting 
pair.  Pat  Rooney,  46,  the  son 
of  an  Ontario  postman,  as  a 
kid  hustled  newspapers  in  re 
mote  Thunder  Bay,  OntJ 
Rooney  worked  his  way 
through  the  University  ol 
Minnesota  and,  after  gradua 
tion,  labored  first  as  an  ac 
countant  at  Price  Water- 
house,  then  as  chief  financial 
officer  for  a  small  financial 
firm.  Bored  and  restless,  he) 
drifted  from  one  brokerage 
house  to  another  as  an  ana 
lyst  and  institutional  sales- 
man, finally  landing  at  Baird 
Patrick  &  Co.,  where  he  met 
Randy  Pace.  The  two  then 
left  together  to  work  at  Ross 
Stebbins,  a  now  defunct  New 
York  broker. 

Randolph  Pace,  now  41,  isj 
the  son  of  a  Brooklyn  doctor 


nd  attended  Long  Island's  Adelphi 
Jniversity.  He  left  law  school  after 
jhree  months,  and  in  1971  went  to 
•/ork  for  his  uncle's  brokerage  firm, 
Villiam  Norton  &  Co.,  until  it  closed 
(i  1973  under  a  cloud.  Norton  pleaded 
uilty  to  violating  securities  and  tax 
laws.  Pace  was  indicted  in  1976  for 
lax  fraud,  based  on  information  that 
tame  out  during  the  investigation, 
ut  he  was  granted  immunity  in  re- 
urn  for  giving  testimony  in  the 
<Jorton  case. 
Both  now  schooled  in  pushing 
tocks,  Rooney  and  Pace  boosted  Ross 
tebbins'  revenues  way  up,  and  then, 
enied  a  controlling  interest,  left  to 
3rm  Rooney,  Pace  in  1978.  Pat  was 
(he  dealmaker,  Mr.  Outside,  while 
'ace  pretty  much  ran  the  firm.  Spe- 
ializing  in  initial  public  offerings  of 

I  mall,  risky  companies,  Rooney,  Pace 
vas  positioned  to  do  spectacularly 
vrell  in  the  new-issue  booms  of  1980- 

I I  and  1982-83.  Some  of  its  merchan- 
ise  was  dicey — unproven  companies 
hat     more     respectable  brokers 
wouldn't  touch — but  the  profits  were 
Sensational:  For  the  fiscal  year  ending 
May  1983,  the  partners  netted  $23.4 
nillion  before  taxes  on  revenues  of 
p6.9  million.  Pretax  margins  of  bet- 
ter than  40% — if  only  all  the  compa- 
jiies  they  dealt  in  had  done  so  well. 
I  But  easy  profits  proved 
|heir  undoing.  Hubris  set  in. 
if  they  could  make  that  kind 
f)f  money  peddling  relative 
iunk,  why  not  move  into  the 
trig  time  and  make  hundreds 
itf  millions? 

I  Pat  Rooney,  the  more  am- 
•itious  of  the  two,  followed 
he  example  of  Sanford 
Veill,  the  man  who  built  a 
iny  brokerage  firm  into 
vhat  is  now  American  Ex- 
press' Shearson  Lehman 
brothers.  Rooney  deeply  ad- 
nired  people  like  Sandy 
i Veill.  He  admired  financial 
:uccess  in  any  form,  going  so 
jar  as  to  name  his  son  Vic- 
tor— for  Victor  Posner. 

Rooney  wanted  to  do  what 
Veill  did:  expand  during 
5ioor  markets  by  acquiring 
veak  brokerage  firms  for  vir- 
ually  nothing,  and  wait  for 
ihe  good  markets  and  spec- 
iacular  profits. 

Rooney  forgot  that  Sandy 
Veill  had  built  his  company 
vith  a  close  eye  on  costs.  So 
lar  as  costs  were  concerned, 
'at  Rooney  threw  caution  to 
he  winds.  They  figured  they 
vere  loaded.  Pat  and  Randy, 
or  example,  took  Rooney, 


Pace  public  in  October  1983,  raising 
$16  million  at  $8  a  share,  keeping 
54%  of  the  stock  for  themselves. 
They  went  on  a  spending  spree,  raid- 
ing big-producing  registered  reps  from 
mainline  firms,  luring  hotshots  with 
bonuses  for  signing  that  routinely  hit 
$150,000  and  more.  The  firm  expand- 
ed to  23  offices  and  600  employees. 

The  result:  Rooney,  Pace  almost 
went  broke  during  the  biggest  bull 
market  in  history.  By  the  spring  of 
1985,  the  firm  was  out  of  cash,  having 
lost  virtually  all  of  the  partners'  origi- 
nal capital,  the  proceeds  from  its 
stock  offering  and  $25  million  raised 
in  a  junk  bond  deal  in  1984. 

Remember  the  old  joke:  "We  lose 
money  on  every  item  we  sell  but 
make  it  up  on  the  volume"?  That 
seems  to  have  been  the  Rooney,  Pace 
strategy.  The  company  was  paying  its 
brokers  50%  of  the  commissions  they 
brought  in  vs.  35%  to  40%  for  the 
industry  in  general.  On  top  of  that, 
forgivable  loans,  credited  to  some 
salesmen  by  boosting  their  commis- 
sions another  10%,  raised  some  reps' 
take  to  60%  on  each  sale.  Rooney, 
Pace,  also  paid  the  brokerage  firm  of 
Bear,  Steams  another  sizable  cut  to  do 
all  its  back-office  work.  Analysts,  too, 
got  in  on  the  largesse.  Analysts  got  a 
percentage  of  the  commissions  that 


Former  Rooney,  Pace  broker  Harry  Henzel 
On  Friday  he  had  a  net  worth  of  over  $  1  million, 
on  Monday  it  was  gone. 


came  in  for  the  stocks  they  recom- 
mended. Some  Rooney,  Pace  analysts 
who  had  base  salaries  of  $60,000  were 
earning  $500,000  with  commissions. 
Analyst  fane  Gilday,  one  of  the  stars, 
reportedly  made  $800,000  to  $1  mil- 
lion one  year. 

Add  it  all  up  and  Rooney,  Pace  was 
frequently  paying  out  more  in  over- 
head and  commissions  to  its  employ- 
ees than  it  was  earning  from  custom- 
ers. Costs  were  out  of  control:  The 
company's  offices  were  too  numerous 
and  too  expensive,  and  its  support 
staff  was  bloated.  It's  easy  to  see  how 
the  profits  disappeared. 

So  here  was  a  firm  that  went  public 
on  the  basis  of  1983  pretax  earnings  of 
some  $23  million,  but  by  the  end  of 
fiscal  1984  earnings  were  down  to 
$1.2  million  on  revenues  of  $50.6  mil- 
lion— and,  judging  from  the  sloppy 
bookkeeping,  these  earnings  were 
probably  overstated.  By  the  end  of  fis- 
cal 1985,  pretax  losses  were  $43.8  mil- 
lion on  revenues  of  $48.7  million.  Ex- 
penses were  70%  greater  than  reve- 
nues. Rooney,  Pace's  capital  base  was 
melting  away,  and  the  regulators 
would  soon  be  asking  nasty  ques- 
tions, but  not  enough,  as  it  turns  out. 

What  makes  this  true  story  seem 
incredible — why  it  would  never  fly  as 
fiction — is  that  all  the  while  it  was 
losing  money  by  the  bagful, 
Rooney,  Pace  was  milking 
customers  and  flouting  rules 
supposedly  in  place  to  pro- 
tect the  public.  Example: 

In  1985  Rooney,  Pace  was 
a  marketmaker  and  owned 
1.1  million  shares  of  a  stock 
called  Syncom  (a  hodgepodge 
of  small  companies  selling 
dried  flowers  and  ladies 
stockings,  among  other 
things).  By  August  1985, 
when  Rooney,  Pace's  net 
capital  situation  was  so  bad 
the  NYSE  could  have  shut 
the  doors,  Syncom  stock  had 
moved  up  to  1  lA  bid  and  l5/i6 
asked.  Rooney,  Pace  began 
pressing  its  corps  of  retail 
brokers  to  move  the  stock 
from  inventory  to  customers 
at  its  market  high.  So  anx- 
ious was  Rooney,  Pace  to  un- 
load the  shares  that  it  gave 
the  brokers  a  25-cent-per- 
share  sales  credit.  And  it 
worked.  The  firm  picked  up 
an  extra  $1  million  or  so  for 
its  depleted  capital  account. 
And  the  customers?  Within 
three  months  the  stock's  val- 
ue collapsed  to  47  cents,  or 
64%.  The  most  recent  quote: 
between  3  and  10  cents. 
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Back  now  to  Harry  Henzel,  the  At- 
lanta branch  manager.  On  Friday, 
Mar.  15,  1985  Henzel  had  a  personal 
portfolio  of  stocks  worth  over  $1  mil- 
lion, representing  a  net  worth  that 
had  taken  him  18  years  to  build.  The 
following  Monday  it  was  gone. 

The  firm  owned  189,000  shares  of 
the  Computer  Stores  Inc.  and  made  a 
market  in  the  stock.  Henzel  and  his 
Atlanta  salesmen  had  been  big  buyers 
of  the  stock  for  themselves  and  their 
customers.  Pace  wrote  an  order  tick- 
et, totally  unauthorized  and  illegal 
under  SEC  regulations,  selling  the 
stock  to  Henzel  at  $3.50  a  share,  $1.50 
above  the  then  existing  mar- 
ket price.  But  there  was 
more.  When  the  market 
opened  on  Monday  with  the 
stock  still  at  2,  Henzel's  ac- 
count, facing  a  margin  call 
and  unable  to  cover  the  bo- 
gus "buy"  at  $3.50,  was  ulti- 
mately wiped  out. 

Why  did  the  New  York  of- 
fice foist  the  stock  on  Hen- 
zel? He  says  Rooney,  Pace 
needed  the  money.  The 
firm's  net  capital  was  report- 
ed on  Feb.  22  as  only  $1.2 
million,  and  by  May  31,  as 
$739,486.  Moreover,  a  cash 
flow  report  submitted  as  part 
of  Henzel's  case  showed  that 
Rooney,  Pace  was  in  so  much 
trouble  the  day  it  moved  the 
stock  to  Henzel  that  there 
was  only  $800,000  in  the 
bank  to  cover  $1.8  million  in 
checks  written. 

A  year  later,  after  52  hear- 
ing sessions,  a  New  York 
Stock  Exchange  arbitration 
panel  awarded  the  $1.1  mil- 
lion back  to  Henzel — al- 
though legal  fees  ate  up  half 
the  award.  Rooney's  defense 
during  the  arbitration  hear- 
ings was  an  eye-opener, 
showing  how  close  to  the 
wind  the  firm  was  sailing.  Forbes  has 
obtained  copies  of  the  arbitration 
hearings  transcripts,  which  run  to  al- 
most 5,000  pages.  The  main  charge  by 
Henzel,  of  course,  was  that  Pace  sold 
stock  to  him  that  he  hadn't  ordered. 
But  even  Rooney,  Pace's  defense  itself 
can  be  read,  without  much  trouble,  as 
admitting  to  numerous  violations  of 
SEC,  NYSE  and  NASD  regulations — a 
pattern  that  shows  up  in  other  cases 
involving  the  brokerage. 

Theodore  Rosen,  a  former  manag- 
ing director  of  Rooney,  Pace,  says  the 
firm  did  the  same  thing  to  him,  dump- 
ing into  his  account  stock  in  Regent 
Air,  a  first-class  airline,  now  in  bank- 
ruptcy, that  was  brought  public  by 


Rooney,  Pace.  Rosen  lost  about 
$50,000  but,  unlike  Henzel,  swal- 
lowed the  stock. 

A  similar  story  can  be  found  in 
American  Educational  Computer,  a 
stock  manipulation  case  out  of  Roo- 
ney, Pace's  Oklahoma  office.  State  se- 
curities officials  characterize  this  as 
"the  worst  securities  fraud  case  in 
Oklahoma's  history."  But  this  time 
an  investor,  Floyd  Bergen,  was  in- 
volved. In  a  lawsuit,  Bergen  charges 
that  he  lost  $1.4  million  because 
American  Educational  Computer 
stock  had  been  placed — "parked" — in 
his  account  in  January  1985  without 


Former  New  York  SEC  head  Ira  Sorkin 
"We  turned  over  whatever  we  had  to 
the  NYSE." 


his  authorization  (a  potential  SEC  vio- 
lation), allegedly  to  keep  the  stock 
from  tanking  by  showing  there  was  a 
buyer  when  there  was  none.  While 
Rooney,  Pace  in  a  suit  against  its  Okla- 
homa brokers  blames  the  brokers,  Ber- 
gen charges  it  was  a  combination  of 
actions  among  the  local  brokers  and 
the  home  office  in  New  York. 

More  irregularities:  Pace,  himself, 
admits  that  some  of  his  analysts,  bro- 
kers and  top  executives  bought  stock 
before  the  firm  published  its  recom- 
mendations. On  Wall  Street  they  call 
this  "frontrunning,"  and  it  is  illegal 
under  SEC  regulations.  But  brokers 
were  thus  able  to  buy  stock  for  them- 
selves before  recommendations  got  to 


the  clients,  and  then  sell  as  clien 
bought  at  a  higher  price.  This  at 
time  when  the  firm  was  attempting  i 
build  an  institutional  client  base.  "B 
the  time  the  reports  got  to  the  institD 
tions,  the  stock  was  already  up,"  sa\ 
one  disgusted  ex-employee.  "Mayb 
retail  investors  won't  notice,  but  ii 
stitutions  aren't  that  dumb." 

It  wasn't  that  Rooney,  Pace  di 
doubtful,  even  possibly  illegal,  thing 
only  when  it  got  into  trouble.  It  wa 
simply  acting  true  to  character. 
1981 — two  years  before  Rooney,  Pac 
went  public — there  was  Sequenti; 
Information  Systems  Inc.  The  SEC  re 
cently  ruled  that  Randy  Pac 
and  two  of  his  brokers, 
attempting  to  do  a  public  ol 
fering  for  the  company 
parked  shares  of  Sequentia 
Information  in  customer  ac 
counts  to  make  it  look  as 
the  offering  had  been  sole 
Apparently,  even  naive  cus 
tomers  couldn't  be  talk 
into  buying  stock  in  a  cord 
pany  whose  prospectus  sail 
it  could  go  bankrupt  if 
couldn't  do  the  offering.  Se 
quential  needed  money 
pay  withholding  taxes  to  tfo 
government. 

At  this  point,  a  name  fal 
miliar  to  Forbes  readers  en| 
ters  the  picture.  Remembei 
Robert  E.  Brennan,  the  flashj 
and  crafty  founder  of  Firsi 
Jersey  Securities?  Brennan 'i 
family  and  associates  ownec 
20%  of  Sequential's  stock 

This  was  not  the  only  ini 
volvement  of  Rooney,  Pace 
with  Robert  Brennan.  Irj 
1981  Rooney,  Pace  brought 
International  Thoroughbred 
Breeders  public.  ITB  breeds 
horses,  races  them  and  spenl 
tens  of  millions  to  reopen  the 
Garden  State  Race  Track  in 
southern  New  Jersey— 
which  gives  Brennan  his  credentials 
in  the  horse  racing  world. 

Brennan's  moneymaking  acumen, 
unfortunately,  did  not  rub  off  on  Roo- 
ney, Pace.  Acquisitions  engineered  by 
Pat  Rooney  and  occasionally  by  Ran- 
dy Pace  usually  proved  disastrous.  In 
1981  they  acquired  salesmen  and  of- 
fices of  John  Muir  &.  Co.,  a  new-issue 
house  that  was  closed  down  in  viola- 
tion of  net  capital  minimums.  Seem- 
ingly oblivious  to  that  public  rela- 
tions blunder,  Rooney,  Pace  plowed 
on  with  an  acquisition  of  brokerage 
offices  of  J.  David  &  Co.,  the  rem- 
nants of  the  empire  of  Ponzi-builder  J. 
David  Dominelli.  The  brokers  left, 
but  the  leases  on  ten  offices  stayed. 


an 
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There  was  the  acquisition 
Hanover  Square  Securities 
I :  get  Rooney,  Pace  into  the 
Icrative  stock-loan  business 
!at  makes  short-selling  pos- 
Iple.  Unfortunately,  Hano- 
ijr's  stock  business  was  rid- 
Hed  with  fraud.  And  even 
:  ough  Hanover  Square  had  a 
rong  floor  trading  opera - 
;;Dn,  business  disappeared, 
rid  of  Hanover  Square — 
ain  except  for  some  very 
.pensive  leases.  There  also 
as  the  $1  million  acquisi- 
hn  of  Securities  Counsel 
lc,  a  Michigan-based  firm 
ij.at  managed  institutional 
oney.  But  institutions  were 
■  luctant  to  do  business  with 
ooney,  Pace.  So  Securities 
rounsel  was  unloaded  for 
150,000. 

Did  the  partners  know 
hw  bad  things  were  getting? 
lood  question.  One  source 
iiys  there  were  periods  when 
de  top  executives  at  the  firm 
Id  not  know  how  much 
honey  they  were  losing  and 
pw  quickly.  Partly  true, 
I'obably,  but  partly  ingenu- 
ps.  Sketchy  bookkeeping 
.mfused  the  regulators — the 
(few  York  Stock  Exchange,  in  partic- 
lar.  The  NYSE,  which  regularly  in- 
pects  its  members,  in  1984  discov- 
'ed  many  bookkeeping  problems 
lat  tended  to  exaggerate  Rooney,  Pa- 
p's net  capital  position.  When  it 
>oked  again  in  the  summer  of  1985, 
lany  of  the  irregular  ways  of  comput- 
ig  net  capital  had  not  been  corrected. 


NYSE  Chairman  John  Phelan 
"When  one  of  our  firms  gets  into  financial 
difficulty,  we  work  with  them." 


When  they  were,  the  corrections  com- 
pletely wiped  out  the  firm's  capital. 
Rooney,  Pace  notes  in  its  1986  10K 
that,  because  of  additional  charges 
imposed  by  the  NYSE,  it  was  in  viola- 
tion of  net  capital  for  certain  periods 
of  1985  and  into  1986. 

Shortcomings,  according  to  former 
Rooney  insiders,  included  carrying 


some  stocks  on  their  books 
at  inflated  prices.  In  addition, 
large  bills  went  unpaid  and 
even  unrecorded  on  the 
books,  a  way  of  overstating 
the  brokerages'  capital  posi- 
tion until  after  the  monthly 
net  capital  reports  were 
turned  in  to  the  regulators. 

Perhaps  Rooney,  Pace's 
worst  acquisition — it  cost 
the  firm  some  $12.3  mil- 
lion— was  the  unfriendly 
takeover  of  Norlin  Corp., 
which  among  other  things 
owned  Charles  P.  Young  & 
Co.,  specializing  in  the  print- 
ing of  Wall  Street  docu- 
ments. Would  Wall  Street 
trust  Rooney,  Pace  with  its 
most  classified  secrets?  Nat- 
urally not,  but  the  thought 
never  seems  to  have  crossed 
either  Rooney's  mind  or  Pa- 
ce's. It  was  perhaps  the  clear- 
est case  of  Rooney's  ego  over- 
coming good  business  sense, 
says  a  former  associate.  Nor- 
lin also  proved  to  be  the 
wedge  that  drove  the  two 
partners  apart.  Pat  Rooney 
left  to  run  Norlin  in  May 
1985.  Rooney  and  Pace  pri- 
vately made  $103,000  apiece 
by  selling  Norlin  stock  they  had  ac- 
quired to  Rooney,  Pace  (see  box). 

In  the  summer  of  1984,  months  af- 
ter the  Norlin  acquisition,  Rooney, 
Pace  was  in  such  straits  that  to  raise 
$25  million  Pat  tapped  the  junk  bond 
market  at  an  interest  rate  of  nearly 
18%.  Capital  was  draining  away 
fast — millions  went  to  meet  a  margin 


Norlin:  the  final  straw 


Pat  Rooney  was  shooting  the  breeze  with  a  few 
cronies  when  somebody  observed  that  a  Wall 
Street  notable  had  dropped  dead  at  a  relatively  young 
age.  Somebody  said:  "Just  goes  to  prove  you've  got  to 
live  every  day  to  the  fullest."  Rooney  demurred:  "It 
goes  to  show  you've  got  to  get  it  while  you  can." 

But  you  can  be  in  too  much  of  a  hurry,  and  Pat 
Rooney  clearly  was.  By  1984  Rooney,  Pace's  fortunes 
were  already  in  decline.  But  instead  of  working  dili- 
gently to  reverse  the  decline,  Pat  Rooney  made  a  grab 
at  Pantry  Pride.  He  failed,  but  Ronald  Perelman  later 
succeeded.  Perelman  went  on  to  take  over  and  dis- 
member Revlon  and  to  attempt  a  profitable  but 
unsuccessful  takeover  of  CPC. 

Impatient  for  victory  and  not  taking  the  time  to 
study  his  potential  prey,  Rooney  went  after  Norlin 
Corp.  which  owns  Charles  P.  Young,  a  financial 
printing  firm,  among  other  things.  He  lost  in  win- 
ning: Norlin  continues  to  have  problems.  Rooney, 
Pace  started  buying  in  January  1984  at  an  average 


cost  of  $32.50  a  share,  although  the  company's  high 
over  the  previous  decade  (back  in  1978)  was  just 
under  $27.  He  also  persuaded  a  Rooney,  Pace  client, 
Piezo  Electric,  to  join  him  in  the  adventure.  Togeth- 
er they  bought  about  half  the  stock.  By  January  1985 
Norlin  had  dropped  to  $16.50,  and  Randy  Pace  and 
Pat  Rooney  came  to  a  parting  of  the  ways.  Pace 
stayed  on  to  run  the  brokerage,  while  Rooney  took 
the  helm  at  Norlin.  Pace  complains  to  friends  that 
Rooney,  Pace  received  a  $16-per-share  bid  for  its 
Norlin  position.  Rooney  resigned  from  the  board 
instead  of  accepting  the  offer.  "Pat's  ego  was  too 
big,"  says  a  friend  of  Pace's.  Rooney,  Pace  ultimately 
sold  its  Norlin  stock  to  a  group  of  purchasers  put 
together  by  Rooney.  Price:  $5  a  share.  It  is  now  back 
to  $14.  Total  loss  to  Rooney,  Pace:  $10.5  million. 

Meanwhile,  Norlin  is  not  exactly  prospering.  If 
you  were  with  a  Wall  Street  firm,  would  you  give 
your  confidential  financial  printing  to  Pat  Rooney's 
company?  — Rita  Koselka 


call  on  Norlin  stock  and  to  pay  off  a 
$5.3  million  contract  settlement  to 
Rooney,  Pace  former  vice  chairman 
Lawrence  Williams. 

By  July  1985,  while  Wall  Street  in 
general  was  enjoying  one  of  the  biggest 
bull  markets  in  history,  Rooney,  Pace 
announced  it  could  not  meet  the  sec- 
ond interest  payment  on  the  bonds— 
indeed,  if  forced  to,  might  have  to 
declare  bankruptcy.  Having  little 
choice,  most  bondholders  agreed  to 
swap  the  bonds  for  a  combination  of 
preferred  and  common  stock  and  notes. 

Reading  this  tale  of  incompetence 
and  corruption,  the  reader  may  well 
ask:  Where  were  the  regu- 
lators? Why  didn't  the 
New  York  Stock  Ex- 
change shut  down  Roo- 
ney, Pace?  The  answer 
sheds  little  credit  on  the 
Big  Board.  As  a  member 
firm  Rooney,  Pace  had 
been  admitted  to  the  club. 
Unlike  the  NYSE,  the  Na- 
tional Association  of  Se- 
curities Dealers  regularly 
closes  down  firms  that  vi- 
olate net  capital  require- 
ments. Witness  OTC  Net 
and  John  Muir  &  Co. 
Howard  Sirota,  a  former 
NASD  enforcement  attor- 
ney, now  a  lawyer  in  pri- 
vate practice,  takes  a  cyni- 
cal view  of  the  Big  Board's 
tolerance  of  Rooney, 
Pace's  shortcomings:  "Be- 
ing a  member  of  the  New 
York  Stock  Exchange 
means  never  having  to  say 
you're  sorry." 

And  where  was  the 
SEC?  Attorney  Ira  Lee 
Sorkin,  who  headed  the 
SEC  New  York  regional 
office  until  he  resigned  in 
September,  blames  the 
stock  exchange.  "We 
turned  over  whatever  we 
had  to  them." 

What  does  the  exchange 
say?  "When  one  of  our 
firms  gets  into  financial  difficulty,  we 
try  to  work  with  them  until  they  can 
get  a  capital  infusion  or  we  can  ar- 
range a  merger,"  explains  John  Phe- 
lan,  chairman  of  the  NYSE.  "We  did 
pay  a  lot  of  regulatory  attention  to 
Rooney,  Pace,"  says  Henry  Poole, 
NYSE  general  counsel. 

At  any  rate,  the  matter  is  now  aca- 
demic. Rooney,  Pace  is  no  longer  an 
exchange  member,  having  resigned  in 
June  of  this  year. 

This  tragicomedy  is  not  yet  ended. 
It  has  an  epilogue — which  may  bring 
more  of  the  same.  Rooney,  Pace, 


down  to  only  five  offices  and  200  em- 
ployees, still  functions.  Its  shares  are 
languishing  at  around  $1  a  share  on 
the  American  Stock  Exchange. 

But  Rooney,  Pace  is  not  moribund. 
Though  Pat  Rooney  said  he  is  "too 
busy"  to  talk  to  Forbes,  a  contrite 
Randy  Pace,  now  running  the  firm 
without  his  old  partner,  was  not.  Pace 
says  it' was  really  Pat  who  drove  them 
too  far  too  fast,  though  he  blames 
himself  for  riding  along.  And  for  front- 
running  stocks?  "I  took  care  of  the 
problem  by  firing  the  brokers  and  ana- 
lysts," he  says.  To  try  to  avoid  future 
bookkeeping  irregularities,  Pace  says 


Sorry  results 


Rooney,  Pace's  pretax  earnings  (top)  turned  red  in  the 
midst  of  a  roaring  bull  market,  while  the  competition 
cleaned  up.  Its  stock,  at  the  same  time,  dropped  to  an 
alltime  low  as  its  rivals  prospered.  


'I 
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NYSE  members  with  public  business  (1980=  100) 


$50 


40 


30 


20 


10 


-10 


-20 


-30 


•80 


'81 


'82 


'85 


Rooney,  Pace 


Brokerage  firms  composite  (1983=  100) 


10/83    1/84      4/84     7/84    10/84    1/85    4/85    7/85    10/85     1/86    4/86     7/86  10/86 

1986  estimate  for  NYSE  members  Source:  Upper  Analytical  Services 


he  has  hired  a  new  chief  financial 
officer.  Yet,  even  at  this  late  date, 
Randy  Pace  says  he  does  not  under- 
stand why  he's  taken  so  much  heat 
from  the  SEC  and  New  York  Stock 
Exchange.  "The  lesson  I've  learned," 
he  says,  "is  to  stick  to  the  basic  bro- 
kerage business." 

Among  those  who  believe  he  will  is 
brokerage  industry  analyst  Pernn 
Long  of  Lipper  Analytical  Distribu- 
tors. Long  says  Pace  has  cut  costs  and 
recently  reported  net  capital  of  over 
$5  million  and  a  profit  of  $844,000  for 
the  first  1987  quarter,  ending  August. 


Best  of  all,  says  Long,  Pace  is  go 
back  to  his  roots — the  thing  he  knr 
best — small  initial  public  offeri: 
and  over-the-counter  market  tradi. 

Another  believer,  apparently,  1 
group  of  partners  led  by  a  Chic; 
venture  capital  firm  called  Wall 
Capital.  After  an  earlier  affiliat: 
deal  with  a  Wall  Street  outfit 
though,  the  Walnut  people  agreed 
take  half  the  seats  on  the  board  a 
bring  Rooney,  Pace's  capital  up 
about  S10  million.  Oh,  yes.  There  w 
be  a  new  Rooney,  Pace  stock  offeri 
to  raise  more  capital. 
How  much  has  really  changed?  O 
of  the  proposed  Room 
Pace  investors  is  font 
Las  Vegas  casino  operai 
Clifford  Perlman. 
state  of  New  Jersey 
1980  denied  Perlman  a 
sino  license.  One  reas' 
may  have  been  his  alleg 
mob  connections.  Ah,  y» 
Cliff   Perlman.  Roone 
Pace  lost  a  lot  of  mon 
when  it  took  Regent  A 
lines  public  in  1983 
cause  the  federal  gover 
ment  wouldn't  grant  R 
gent    a    license.  Wh 
Because  it  may  not  ha^ 
liked  the  association 
tween  Regent  and  Pel 
man,  who  was  Regent 
chairman. 

Never  mind.  The 
stockholders     say  the 
want  to  clean  Roone' 
Pace's   image  and 
change  the  name  to  he 
do  so.  It  looks  as  if  the 
will  have  to  change  muc 
more  than  the  name  afl 
image.  Just  this  July 
"new"  Rooney,  Pace  tool 
public  CCC  Franchisini 
Corp.,   a  security  guar 
company.     Guess  wl 
owns    40%    of  CCO 
stock?  Robert  Brennan' 
International  Thorough 
bred  Breeders. 
Another  straw  in  the  wind:  Donalc 
Erenberg  joined  Rooney,  Pace  as  presi 
dent  in  January  1985,  from  D.H.  Blai: 
via"  Ladenburg,  Thalmann  &  Co.  T<| 
bring  in  badly  needed  revenues,  Ereni 
berg    hired    Blair's    Stuart  Travisj 
(Forbes,  Apr.  22,  1985)  one  of  the  mosl 
controversial,  high-producing  brokers 
in  the  business.  He  brought  with  him 
a  bunch  of  high-pressure  telephone 
salesmen.  The  group  is  known  tc( 
some  as  "Stu  and  his  baby  gorillas." 

The  term  "gorilla"  is  apt.  The  scene) 
does  have  its  comic  aspects,  but  thef 
fact  remains  it's  a  jungle  out  there.  ■ 
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Vhat  are  the  odds  that  Texaco  s  new  boss 
rill  get  to  run  the  company  for  long? 


Russian 
roulette 


By  Toni  Mack 


rwo  months  ago  Texaco  an- 
nounced that  Vice  Chairman 
James  W.  Kinnear,  58,  will  be- 
pme  president  and  chief  executive 
p  New  Year's  Day.  Kinnear,  a  32- 
ear  Texaco  veteran  whose  amiable 
iianner  sheathes  a  tough-minded,  no- 


nonsense  manager,  will  probably  be 
the  one  to  deal  with  the  Pennzoil  suit. 
But  that  may  be  the  least  of  his  prob- 
lems. There's  an  excellent  chance 
that  Texaco  will  become  a  takeover 
target,  with  Kinnear  up  to  his  ears  in  a 
battle  for  corporate  survival. 

As  to  the  Pennzoil  problem,  Kin- 
near seems  less  mired  in  moral  indig- 


nation over  the  absurd  $11  billion 
judgment  than  does  current  chief  ex- 
ecutive John  McKinley.  So  Kinnear 
may  be  more  amenable  to  negotia- 
tion. In  one  way  or  another  the  suit 
will  be  settled  (see  box,  p.  44).  After 
that?  "Kinnear  could  turn  Texaco 
into  a  sexy  stock,"  says  a  canny  ana- 
lyst. "Texaco  started  doing  the  right 
things  a  few  years  ago.  Now  all  you 
need  is  for  Kinnear  to  articulate  a  seri- 
ous restructuring  plan" — a  stock  buy- 
back,  say,  and  a  master  limited  part- 
nership. If  Kinnear  dawdles?  "Then 
Texaco  is  very  vulnerable,"  the  ana- 
lyst says. 

Texaco  has  the  reputation  of  being 
the  dowdiest  of  the  Seven  Sisters  of 
international  petroleum,  but  this 
judgment  is  somewhat  unfair.  McKin- 
ley has  accomplished  a  goodly 
amount  in  his  six  years  at  the  helm: 
paying  down  debt  from  his  1984  Getty 
acquisition  to  the  point  where  long- 
term  debt  is  only  about  $6.4  billion, 
vs.  $11.4  billion  then;  closing  or  sell- 
ing ten  loss-ridden  refineries;  modern- 
izing the  rest  for  over  $3  billion;  over- 
hauling the  marketing  network;  cut- 
ting staff;  and  writing  off  a  net  $765 


antes  W  Kinnear,  Texaco's  new  president  and  chief  executive 

'Kinnear  needs  to  articulate  a  serious  restructuring  plan.  Otherwise,  Texaco  is  very  vulnerable. 


Let's  talk  money 


Serious  haggling  on  a  Tex- 
aco-Pennzoil  settlement 
probably  can't  start  until  after 
the  Texas  Appeals  Court's  rul- 
ing on  the  original  trial.  That 
decision,  expected  soon,  may 
well  either  affirm  the  original 
decision  or  remand  the  case 
for  retrial  on  the  damages.  If  it 
is  to  affirm,  Pennzoil  has  the 
upper  hand.  If  it  is  to  remand, 
the  balance  shifts  to  Texaco. 

Beyond  that,  time,  if  not  the 
law,  is  on  Pennzoil's  side. 
James  Kinnear  can't  risk  wait- 
ing until  the  U.S.  Supreme 
Court  moves.  That  might  not 
be  until  next  spring.  The  Su- 
preme Court  is  dealing  with 
yet  another  aspect  of  the 
case — whether  Texaco  must 
post  bond  for  the  full  $11  bil- 
lion judgment.  A  Texaco  loss  — 
here  would  probably  force  Texaco 
into  Chapter  11. 

So  where's  the  beef?  Baine  Kerr, 
Pennzoil's  chief  negotiator,  says 
$500  million  is  too  little  for  a  set- 
tlement. Kinnear  says  $2  billion  is 
too  much,  though  that  may  be  pos- 
turing. Somewhere  between  $1  bil- 
lion to  $2  billion  sounds  about 
right  to  the  handicappers,  a  settle- 
ment possibly  buried  in  a  deal  that 


ly*n  Ford  Connollv.OjmmaLtauon 


Baine  Kerr,  Pennzoil's  negotiator 
Would  he  take  $1  billion? 


trades  Texaco  stock  for  Pennzoil's 
oil  and  gas  reserves  at  premium 
prices.  Such  a  swap  would  be  both 
tax-free  and  complicated  enough  to 
allow  each  side  to  claim  victory. 
That  kind  of  money  would  do  a  lot 
for  Pennzoil,  which  has  only  41.4 
million  shares  to  divide  it  among, 
but  it  wouldn't  cripple  Texaco, 
which  has  241  million  shares  and 
assets  worth  $17  billion. — T.M. 


million  of  useless  assets  and  restruc- 
turing costs  in  1984. 

But  much  more  needs  doing  to 
bring  Texaco  up  to  par.  Texaco's  inept 
exploration  department  still  needs 
more  shaking  up.  The  Getty  purchase 
was  meant  to  make  up  for  the  disas- 
trous drop  in  Texaco's  reserves  in  the 
preceding  decade.  But  Texaco's  re- 
serves are  still  falling. 

Texaco  has  treated  its  stockholders 
badly.  For  nearly  20  years  the  stock 
has  gone  nowhere;  today  it  sells  in  the 
same  range  as  in  the  early  1970s.  Ad- 
justing the  price  for  inflation,  long- 
term  shareholders  have  lost  nearly 
half  their  stock's  purchase  price.  Only 
in  a  few  years  has  Texaco  earned  as 
much  as  10%  on  shareholders'  equity, 
and  in  recent  years,  much  less.  Kurt 
Wulff,  an  analyst  who  covers  other  oil 
stocks  at  Donaldson,  Lufkin  &  Jen- 
rette,  is  a  Texaco  shareholder.  He 
plans  to  submit  a  resolution  at  the 
next  annual  meeting  that  would 
break  Texaco  into  ten  companies, 
some  of  them  master  limited  partner- 
ships. He  figures  those  companies 
would  trade  at  a  collective  67,  vs.  35 
to  36  for  Texaco  recently. 

There  are  likely  more  shares  owned 
by  investors  of  Wulff's  mind  than  by 
those  loyal  to  management.  Turnover 
in  Texaco  stock  since  year's  end  has 
amounted  to  78%  of  outstanding 
shares,  compared  with  Mobil's  55% 
and  Exxon's  28%.  Chances  are  that  a 
good  part  of  the  stock  is  now  in  new 
and  impatient  hands. 

"Texaco  has  effectively  been  in 
play  since  the  Bass  brothers,"  says 
Joseph  Tovey,  an  oil  investment 
banker  in  New  York.  In  1984,  in  an 
incredible  display  of  pusillanimity, 
Texaco  paid  huge  greenmail  to  the 
Bass  interests  of  Fort  Worth,  Tex.  The 
price,  for  nearly  26  million  shares, 
was  a  good  $  1 5  a  share  over  what  had 
been  the  prevailing  market  price,  and 
thus  cost  the  company  almost  $400 
million.  The  Basses  took  their  $50- 
plus  a  share  and  the  stock  was  soon 
back  down  to  $38.  Says  investment 
man  Tovey:  "They  showed  that  Tex- 
aco didn't  believe  itself  able  to  fight 
on  Wall  Street." 

Isn't  Texaco  too  big  to  be  taken 
over?  Not  necessarily. 

Consider  these  numbers:  Texaco's 
current  market  capitalization  is  $8.7 
billion — 241  million  shares  at  around 
$36.  Even  if  an  acquirer  had  to  offer  a 
50%  premium,  the  price  would  come 
to  about  $13  billion.  That's  still  less 
than  the  $17  billion  value — net  of 
debt — that  oil  expert  John  S.  Herold 
Inc.  assigns  to  the  company. 

Look  at  it  another  way.  Chevron 
paid  $13.3  billion  for  Gulf  in  1984. 


Texaco  has  56%  more  reserves  than 
Gulf  had  then.  Yes,  oil  prices  have 
since  halved.  But  because  most  oil 
companies  can't  replace  reserves  for 
less  than  $15  a  barrel,  they're  in  a 
buying  mood.  A  raider  would  proba- 
bly find  a  ready  market  for  Texaco's 
assets  and  thus  be  able  to  finance  a 
takeover  largely  out  of  asset  sales. 
Nor  is  the  takeover  community  un- 
tempted  by  a  cash  flow  that  will  run 
some  $3.5  billion  this  year  even  be- 
fore the  company  shows  a  penny  in 
earnings.  Of  course,  a  raider  could  get 
control  of  Texaco  for  far  less  than  $13 
billion.  "A  20%  stake  would  do  the 
trick  neatly,"  says  Tovey.  Boone  Pick- 
ens, say,  and  his  friends  Wagner  &. 
Brown  could  likely  pony  up  the  $2.5 
billion  or  so  needed.  The  institutions 
that  own  around  30%  of  Texaco 
would  probably  support  them. 

Kinnear  knows  all  this,  though  he 
won't  talk  about  it.  "Texaco  is  aware 
that,  after  Pennzoil,  they've  got  real 
problems  resisting  a  takeover,"  says 
Bruce  Lazier  of  Prescott  Ball  &.  Tur- 
ben.  "It's  one  of  the  big  things  holding 
up  a  settlement." 


If  he  thinks  about  it,  Kinnear  caij 
appreciate  the  situation  Soviet  Chair] 
man  Gorbachev  finds  himself  in  (seefi\ 
156).  Kinnear  knows  he  must  dq 
something  about  his  situation,  but  he 
has  little  freedom  of  movement. 

In  Texaco,  as  in  the  Kremlin,  fero] 
cious  internal  politics  often  inhibit 
change.  "Kinnear  can't  appear  to  critii 
cize  the  past,  because  he's  got  McKin- 
ley  [who  remains  on  the  board]  hover- 
ing over  his  shoulder, "  says  a  friend  ol 
Kinnear's.  The  friend  points  out  that 
Kinnear's  chief  internal  rival  for  the 
job,  President  Alfred  C.  DeCrane,  will 
be  chairman  in  the  new  dispensation. 
"Kinnear  still  has  got  to  contend  with 
DeCrane,  who  would  very  much  like 
to  get  rid  of  him,"  the  friend  says.  Ask 
Kinnear  what  he  plans  to  do,  and  he 
talks  in  generalities  like  "running  the 
most  efficient  possible  organization" 
and  "considering  every  action  that 
can  improve  shareholders'  return." 
One  can  empathize  with  his  vague- 
ness. Move  and  he  could  lose  his  job, 
and  with  it  the  company.  Fail  to  make 
a  big  move  and  he  could  lose  anyhow. 
Russian  roulette. ■ 


ill  you  asked  was  to  go  faster  and  farther. 
With  more  power.  And  less  fuel. 


In  many  of  the  finest  American  cars,  Bosch  fuel  injec- 
h  components  help  deliver  precisely  the  amount  of  fuel 
eded  for  any  driving  condition. 

And  those  American  cars  are  going  faster  and  farther 
)ducing  up  to  20  percent  more  horsepower.  Using  less 
■1.  And  reducing  exhaust  emissions. 

Power  as  you  need  it. 

Bosch  multi-point  systems  inject  fuel  right  at  the 
lividual  cylinders. 

A  microcomputer  reads  thousands  of  engine  opera- 
ns  and  driving  conditions  every  second,  and  dictates 
most  efficient  mix. 

So  Bosch  fuel  injection  not  only  gives  you  more  power 
len  you  need  it  It  can  hoost  your  mileage  by  as  much  as 
percent. 

Traveling  in  the  best  of  companies. 

Bosch  fuel  injection  arrived  in  the  U.S.  in  imported 
S  over  30  years  ago.  Ifs  since  evolved  from  a  curiosity 
a  high-technology  must  for  todays  best  performing 
ichines. 

Today,  every  U.S.  manufacturer  uses  Bosch  fuel  injec- 
i  n  systems  or  components. 

Virtually  every  European  model  sold  in  the  U.S.  is 
(lipped  with  Bosch  fuel  injection. 

And  every  fuel-injected Japanese  model  uses  systems 


or  components  produced  under  Bosch  license  or  using 
Bosch  patents. 

Bosch  breaks  ground. 

Sophisticated  problem  solving  is  what  Bosch  is  all  about 

We  supply  every  major  U.S.  and  European  automaker 
with  an  array  of  advanced  products,  from  high-performance 
spark,  plugs  to  anti-lock  braking  systems.  But  our  expertise 
isn't  limited  to  automotive. 

We're  a  leading  manufacturer  of  high  technology 
products,  such  as  Bosch  factory  automation  systems,  pack- 
aging machinery,  medical  equipment,  home  appliances, 
power  tools,TV  studio  and  video  graphics  equipment,  and 
Blaupunkt  automotive  sound  systems. 

In  fact,  we've  pioneered  literally  thousands  of  the 
W(  >rld's  most  sophisticated  electronic  and  electro- 
mechanical advances.  As  a  result,  we're  an  international 
corporation  with  manufacturing  facilities  in  18  countries. 
And  with  sales  and  serv  ice  in  139. 

But  more  important  are  147,000  Bosch  people— 9,000 
in  R&D  alone— who  are  capable  of  finding  the  right  answer 
to  the  toughest  challenges.  Inc  luding  yours. 


BOSCH 

Bringing  high  technology  down  to  earth. 


Sensor 
works  for 
everybody 


There  is  a  new  generation  of 
seating  for  the  office  of  today.. 
Sensor— the  chair  that  accom- 
modates every  job  and  supports 
everybody's  work. 

Sensor  fits  the  way  people 
move.  It  senses  body  movement 
and  responds,  adjusting  to  every 
move.  It  provides  continuous 
comfort  and  support. 


Sensor  also  has  the  lowest 
cost  of  ownership  of  any  high- 
performance  chair. 

Sensor.  It's  an  evolution  in 
comfort  for  everybody  in  the  office. 

For  more  information,  con- 
tact your  Steelcase  dealer  or 
regional  office.  Or,  dial  toll-free 
1  -800-447-4700.  Steelcase  Inc., 
Grand  Rapids,  Ml  49501. 


The  Up  &  Comers 


Strategy 


For  a  dozen  years  Glenn  Jones'  cable-TV 
partnerships  were  too  conservative  for 
Wall  Street.  Now  the  wilder  shelters  face 
extinction,  and  Jones  is  riding  high. 

The  poet  king 
of  cable  TV 


By  Alex  Ben  Block 

Not  your  average  cable-televi- 
sion executive  is  Glenn  Robert 
fones.  While  most  cable  bosses 
brag  of  their  decentralized  operations, 
Jones  proudly  calls  his  company  the 
most  centralized  in  the  industry.  And 
while  competitors  rush  from  one 
business  meeting  to  the  next,  fones 
carves  out  time  to  compose  doggerel 
that  he  publishes  and  distributes  at 
cable-TV  conventions  and  any  other 
place  he  can  find  a  willing  audience.  A 
sample  of  Jones'  verse,  titled  "Shark 
Talk": 

They'll  get  you  in  the  stomach 
Or  they'll  get  you  in  the  hack, 
hi  the  marketplace, 
Wjere  it's  attack, 

attack, 

attack. 

Don  't  despair,  just  beware, 
Were  ain 't  no  mercy  there. 

Behind  the  versifying  and  a  rather 
grandiose  view  of  cable's  future  is  an 
exceptionally  shrewd  businessman. 
Starting  with  nothing  20  years  ago, 
Jones,  now  56,  has  built  his  Jones  In- 
tercable  and  a  dozen  related  subsidiar- 
ies into  the  country's  12th-largest  ca- 
ble-TV operation.  Operating  from  En- 
glewood,  a  Denver  suburb,  Jones  runs 
systems  with  over  800,000  subscrib- 
ers in  22  states. 

Jones  is  where  he  is  partly  because 
of  the  tax  code,  and  partly  despite  it. 
Born  in  Jackson  Center,  Pa.,  into  a 
solidly  middle-class  family,  Jones 
spent  his  Navy  years  as  a  bomb  dis- 


posal expert  specializing  in  nuclear 
weapons.  He  then  worked  his  way 
through  the  University  of  Pennsylva- 
nia and  University  of  Colorado  law 
schools  by  testing  explosives  used  in 
early  Titan  guided  missiles  for  Martin 
Marietta.  Solid  preparation,  that,  for 
any  business. 

In  1964  Jones,  then  34,  ran  for  Con- 
gress as  a  Republican  but  was  buried 
by  the  Lyndon  Johnson  landslide. 
Deeply  in  debt  from  the  campaign, 
Jones  lived  and  worked  out  of  his 
Volkswagen  bug  as  he  wandered  the 
Rocky  Mountains  doing  legal  work 
and  selling  real  estate.  He  bought  his 
first  cable  system  in  1966  in  a  small 
mountain  town  for  $11,000—5400 
(borrowed)  down,  the  balance  on  a 
handshake  and  in  notes — or  about 
$110  per  subscriber,  as  against  the 
$1,500  and  up  per  subscriber  typical 
today  when  systems  are  sold. 

By  the  late  1960s  Jones  had  become 
an  almost  religious  believer  in  the 
future  of  cable  TV,  but  he  also  figured 
it  would  take  at  least  $10  billion  to 
wire  the  U.S.  How  was  a  small  opera- 
tor to  make  even  a  dent  in  such  a 
figure? 

In  1969  Glenn  Jones  discovered  the 
U.S.  tax  code.  Someone,  he  recalls, 
brought  him  an  oil  and  gas  limited 
partnership  prospectus.  "I  immediate- 
ly thought  [it J  was  more  appropriate 
for  cable  TV  than  oil  and  gas,"  says 
Jones  of  the  prospectus.  "Both  indus- 
tries were  very  capital  intensive,  but 
with  cable  you  didn't  have  to  worry 
about  dry  holes." 

From  that  understanding  the  typi- 
cal  Jones   deal   evolved.  Investors 


Enc  Lap.  Bakkt:  Pfrxosuff 


would  buy  S5,000  partnership  unit 
For  their  investment  they  receive 
their  money  back  plus  75%  of  a  cab 
system's  appreciation  on  sale,  as  we 
as  all  the  depreciation  and  other  u 
goodies.  Jones  got  the  other  25%, 
5%  management  fee  and  a  2.5% -t< 
4.5%  brokerage  fee  coming  and  goin. 
It  was  to  be  a  variation  on  the  OPI 
game — using  other  people's  mone' 
Without  putting  up  a  dime,  fone 
would  get  a  piece  of  every  deal  f 
nanced  with  other  people's  mone; 
Investors  would  get  a  good  deal,  too 
But  it  wasn't  an  easy  sell,  not  £ 
first.  Jones  tried  selling  his  partne: 
ship  door-to-door  "like  insurance, 
but  "I  could  get  absolutely  nobod 
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bnes  Intercable's  Glenn  R.  Jones 

tehind  the  versifying,  an  exceptionally  shrewd  businessman. 


nterested  in  it."  His  pitch  was  too 
echnical,  and  cable  TV  was  still  little 
inderstood.  Besides,  Jones  didn't  lev- 
rage  his  partnerships  to  the  hilt.  So 
ds  writeoffs  were  much  less  than  the 
-to-1  and  higher  deals  then  being 
logged  by  Wall  Street.  "Large  brokers 
vanted  us  to  structure  like  cattle 
leals,  with  writeoffs  of  5-to-l  or 
nore,"  says  Jones.  "But  I  knew  cable 
akes  time  to  build  and  then  pay  off. 
^nd  we  weren't  in  business  for  the 
lext  quarter.  We  wanted  to  be  in  busi- 
less  for  decades." 

Eventually  Jones  raised  $380,000  by 
aking  his  company  public  in  1973. 
rhen  he  hooked  up  with  a  regional 
broker  who  was  able  to  sell  $154,000 


worth  of  his  first  limited  partnership. 
But  the  money  wasn't  coming  in  fast 
enough,  and  Jones  saw  good  deals  slip- 
ping away. 

Solution:  Jones  opened  a  cable-TV 
brokerage  house  and  developed  his 
own  wholesale  sales  force  to  service  a 
network  of  small  retail  brokers.  His 
initial  1972  partnership  was  liquidat- 
ed in  1976  and  returned  $16.19  for 
every  $10  invested  (plus  the  tax  bene- 
fits). For  every  $10  invested  in  Jones' 
1977  partnership,  the  partners  got 
back  $74.72  on  liquidation  in  1982. 

With  each  success  the  word  spread 
that  Jones  was  hot.  Suddenly,  once- 
indifferent  customers  and  brokers  be- 
gan pleading  for  Jones'  product.  Big 


Wall  Street  firms — Shearson,  Pruden- 
tial-Bache  and  Donaldson,  Lufkin  & 
Jenrette  among  them — now  handle 
Jones'  offerings.  All  told,  Jones  has 
raised  about  $450  million  from  limit- 
ed partners,  about  $250  million  of 
that  in  the  last  two  years  alone.  Says 
media  analyst  Paul  Kagan,  long  a 
Jones  booster,  "Glenn  was  underesti- 
mated by  a  lot  of  people  who  let  his 
poetry  and  his  complicated  financial 
structure  fool  them  into  thinking  he 
wasn't  as  good  as  he  turned  out  to  be." 

Still,  Jones  Intercable's  stock  price 
languished  below  7  from  1980  to 
1985.  Analysts  didn't  like  the  fact 
that  Jones  kept  buying  systems  in  ru- 
ral areas,  small  towns  and  affluent 


the  hottest  idea  in  turbine  engines 
is  eight  thousand  years  old. 

►Hied 
Signal 

Technologies 


technology:  the  ancient  art 
ceramics  provides  the  basis  fc 
high  temperature  components 
in  Garrett  advanced  gas  turbii 
engines,  from  Allied-Signal. 


i:it:  using  ceramics'  superior 
mperature  capability  can 
lgines  burn  fuel  more 

i  "itly,  reduce  cost  of  parts, 

Ke  life  of  engine. 


future:  increasingly,  ceramics  will 
replace  metals  and  metal  alloys  for 
engine  parts,  both  in  aerospace 
and  automotive  applications. 


advanced  ceramics  for  Garrett 
turbines,  one  of  the  Allied-Signal 
advanced  technologies — focused 
on  aerospace,  electronics, 
automotive  products,  and 
engineered  materials,  for  facts, 
call  1-800-243-8160. 


For  a  complete  w„4 
shoe  and  accessory  fjf\ 
catalog,  send  $1.00. 
Allen- Edmonds  Shoe  Corp. , 
P.O.  Box  998,  Dept.  261, 
Port  Washington,  WI  53074 


suburbs — where  it's  less  expensive 
build  and  customer  turnover  is  lov| 
and  refused  to  pay  big  bucks  to  vi 
large  urban  franchises.  Nor  did  t 
analysts  understand  Jones  Intercabl 
financial  statements,  which  portra; 
company  whose  assets  are  larg< 
owned  by  the  limited  partnerships. 

Last  February  Jones  paid  Chicag 
Tribune  Co.  $237.5  million  for  ni 
sizable  cable  systems.  Investors  st 
denly  got  interested.  The  stock  rc 
briefly  to  17  around  the  time  Jor 
announced  he  too  would  launch 
home  shopping  channel.  But  then 
subsided  to  11,  leaving  the  wh< 
company  valued  at  almost  $150  rr 
lion.  That  is  well  under  the  break 
value  Kagan  places  on  Jones  of  neaii 
$230  million,  a  figure  the  analyst  sai 
is  probably  still  conservative. 


Jones  figured  it  would  takt 
at  least  $10  billion  to  wire 
the  U.S.  How  was  a  small 
operator  to  make  even  a 
dent  in  such  a  figure?  In 
1969  Glenn  Jones  discov- 
ered the  U.S.  tax  code. 


Why  did  the  stock  drop  back?  Jon< 
says  they  were  caught  in  a  gener, 
decline  in  over-the-counter  issue 
and  a  cooling  of  interest  in  horr 
shopping  channels  after  a  pack  i 
competitors  surfaced. 

A  new  question  had  arisen:  Woul 
reforming  the  tax  code  stunt  the  com 
pany's  growth? 

Jones,  tall  and  as  wiry  as  when  h 
started  the  company  at  age  36,  insist 
not.  Reform,  he  says,  will  actual! 
make  his  partnerships  look  bettei 
since  reform  will  mainly  curtail  thi 
big  writeoffs  enjoyed  by  oil  and  ga 
and  real  estate  shelters  that  attracts 
money  from  Jones'  more  conservativi 
offerings.  "Now  only  value  works, 
gloats  Jones.  "We're  all  on  a  levo 
playing  field." 

To  get  more  mileage  from  tax  ra 
form,  Jones  has  also  filed  his  first  mas 
ter  limited  partnership,  whose  unit! 
can  be  traded  like  shares  of  stock 
With  interest  rates  falling,  he  recently! 
registered  an  income  fund,  as  opposed 
to  the  growth  funds  of  the  past.  De 
signed  to  raise  $500  million,  the  func 
is  expected  at  first  to  return  6%  to  8% 
before  taxes,  building  up  to  10%  to 
12%  later. 

Says  Jones:  "In  the  cable  business, 
maintain  there  are  only  two  real  risks 
One  is  the  lack  of  vision  to  see  where 
we  can  go  on  an  industry  scale.  The) 
other  is  just  a  lack  of  nerve  to  g( 
there."  Or,  as  the  versifier  would  hav< 
it:  "Attack,  attack,  attack."  ■ 


yOU'LL  BE  VERy  IMPRESSED 

WITH  THE  WAy  THIS 
NO-HEADACHE  COPIER  RUNS. 

U'LL  BE  EVEN  MORE  IMPRESSED 
IF  IT  EVER  BREAKS  DOWN. 


Better  copiers  and  the  industry's  most 
pressive  service  plan  virtually  eliminate  all 
your  most  common  copier  complaints. 

We  think  you'll  say  that  Pitney  Bowes  copiers 
the  best  you've  ever  had. 

We've  made  them  more  dependable,  versatile 
|  simpler  to  operate.  And.  they're  easier  to  fix  if 
'thing  ever  does  go  wrong. 

We've  also  installed  a  . 24-hour  customer  Help 
e.  And  we've  created  one  of  the  most  extensive 
nputer-dispatched  service  staffs  in  the  business.  So 
du  can't  fix  your  copier,  they  can.  Almost  immediately. 

There's  more.  We  also  offer  flexible  financing  and 
)plies  and  service  contracts.  Which  means  we  can  cure 
sdaches  for  people  who  use  copiers.  And  for  those  who 
/for  them. 

Call  1-800-MR.  BOWES  (1-800-672-6937),  ext.  271. 

write  to  us  at  1701  Crosby  St.,  Stamford,  CT  06926-0700 

fp  Pitney  Bowes 


How  fast  can 
you  grow  and  still  like  it 
when  you  get  there? 


It  may  be  heresy  to  say  it,  but  thoughtful  bankers  have  grown 
disenchanted  with  pure  growth. 

Coming  from  an  institution  that  ranks  number  six  among 
14,000  U.S.  banks-a  bank  whose  assets  grew  by  over  9%  last 
year-that  may  sound  like  a  contradiction.  But  the  fact  is,  assets 
just  aren't  what  they  used  to  be. 

When  banks  made  money  mainly  by  borrowing  at  regulated 
rates  and  lending  for  a  little  more -the  bigger  you  were  the  more 
you  earned.  But  changing  regulations,  new  competitors  for  funds 
and  clients  who  now  have  more  direct  access  to  the  capital  markets 
have  changed  all  that. 

Now  banks  that  grow  too  fast  don't  always  like  what  they  grow 
into.  In  fact,  too  hasty  growth  can  lead  to  even  more  sudden 
shrinkage. 

Hence  the  emphasis  on  problem  solving,  financial  acumen, 
the  flow  of  capital  instead  of  simply  holding  loans  as  assets -and  the 
reason  banks  like  Chemical  are  no  longer  banking  as  usual. 

These  days  loan  distributions,  swaps,  new  strategies  in  for- 
eign exchange  and  many  other  innovative  ways  of  handling  capital 
are  growing  strengths  at  Chemical.  In  1985  we  doubled  our  invest- 
ment banking  business.  That's  the  kind  of  growth  we  approve  of. 

At  Chemical,  we  think  a 
bank  that  manages  its  growth     C Hi  IW I G  ALB  AI4C 

will  like  what  it  grows  into.      The  bottom  line  is  excellence. 


The  L  p  &  Comers 


Dealmakers 


Meet  John  (Jay)  Jordan,  another  young  chap  who  has  mad 
millions  buying  little  heartland  companies.  A  financial  genius 
Or  is  there  more  to  it  than  that? 


Make  mine  private 


By  Burr  Leonard 


John  (Jay)  Jordan,  managing  partner  of  Jordan  Co. 
The  greatest  accumulation  of  wealth  in  the  shortest  time. 


Wherever  one  tums  in  thes 
days  of  restructuring,  on 
bumps  into  another  deai 
maker  with  an  unfamiliar  name  and 
brand  new  fortune.  Here's  John  Ja> 
Jordan,  39,  founder  and  managini 
partner  of  New  York's  privatel* 
owned  Jordan  Co.  Since  closmg  hit 
first  deal  in  1975,  this  affable,  cheru 
bic  native  of  Kansas  City,  Mo.  hat 
assumed  controlling  interest  in  41 
companies.  Jordan  Co.  currently  con 
trols  13  companies  with  aggregatt 
sales  of  S345  million.  With  partne 
David  Zalaznick  and  backing  from 
Leucadia  National  Corp.,  a  New  Yorl 
Stock  Exchange-traded  investment 
concern  that  often  shows  up  m  hostik 
takeovers,  Jordan  has  built  an  equity 
base  of  well  over  SI 00  million. 

It's  not  easy  to  scratch  Jordan's  sur- 
face. Asked  to  explam  his  success,  hfij 
counters:  "Why  does  Don  Mattmgrj 
hit  .350  and  another  guy  hit  .250?" 
Asked  why  he  went  as  a  young  man  to 
Wall  Street,  he  replies:  "To  achiew 
the  greatest  accumulation  of  wealth 
in  the  shortest  period  of  time,  taking 
the  least  risk." 

Beneath  the  cliches,  however,  is  a 
fairly  straightforward,  almost  banal, 
explanation  for  Jordan's  success.  He 
scours  the  heartland — Kansas,  Ken- 
tucky, Indiana,  Iowa,  Alabama — far 
businesses  making  mundane  but  prof- 
itable products.  Among  his  acquisi- 
tions are  Industrial  Sales  Co.,  in  rope; 
Coronet  Manufacturing,  in  lamp* 
Jones  Manufacturing,  m  plumbing| 
products;  Sate-Lite  Manufacturing,  i 
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i.  jflector  kits  for  bicycles. 

j  "These  aren't  things 
rpu  need  vast  experience 
3 1  figure  out,"  Jordan  says. 
|Jrhe  less  you  pay — that's 
Jfhy  we  choose  mundane 
i  pmpanies — the  less  you 
;  jave  to  leverage  and  the 
f  etter  your  return's  going 

)  be."  Target  companies 

;nerally   are  profitable 

id  most  have  sales  of  $20 

ullion  to  $50  million. 

he  more  private  and  less 

endy,  the  better  Jordan 

kes  them.  "You  buy  pub- 

c  companies,  you're  in  a 

sh  bowl,"  he  says  with  a 

ight  Missouri  drawl.  "In 

le  private  sector,  we'll 

ave  a  transaction  done 

efore    anybody  knows 

bout  it." 

Jordan  says  that  he  can 
;uy  privately  owned  com- 
anies  in  ordinary  lines  of 
jusiness  for  nine  to  ten 
kmes  earnings,  or  20%  to 
f0%  less  than  a  compara- 
lle  public  company  would 
lost. 

]  Each  year  Jordan  hears  of  about  500 
iuch  prospects  from  a  well-developed 
fetwork  of  business  brokers.  Out  of 
fhose  500  companies,  Jordan,  his  part- 
ner Zalaznick  and  others  will  re- 
learch  about  100  and  visit  about  50, 
nd,  on  recent  experience,  acquire  4  or 
[.  "The  real  abstract  element  in  all 
|>ur  acquisitions  is  the  personal  chem- 
istry between  us  and  the  manage- 
ment," says  Jordan.  "When  the  chem- 
stry  doesn't  work,  we  just  sort  of  fade 
'way  into  the  sunset." 

Most  companies  that  Jordan  ac- 
quires are  family  businesses,  typically 
un  by  an  aging  entrepreneur  who 
lounded  the  company  right  after 
Vorld  War  II  and  has  no  relatives  to 
';arry  on  the  business. 

This  is  where  chemistry  comes  in. 
iTmotionally,  these  people  don't 
vant  to  sell,"  says  Jordan,  explaining 
hat  most  owners  of  smaller  business- 
es worry  about  what  will  happen  to 
heir  employees  if  they  sell  to  a  con- 
glomerate or  asset  stripper.  To  get 
iround  that,  Jordan  offers  deals  in 
vhich  key  employees  are  offered  eq- 
rity  stakes  of  up  to  50%.  That  not 
>nly  helps'  swing  the  deals  but  gives 
ordan  the  motivated  management  he 
leeds  to  get  the  company  to  the  point 
.vhere  he  can  cash  out. 

Jordan's  value-added?  He  sits  down 
.vith  the  management  to  plot  expan- 
sion and  finance  it.  Example:  In  1982 
le  bought  Piece  Goods  Shops,  of  Win- 
iton-Salem,  N.C.,  for  $22.5  million 


David  Zalaznick,  Jordan  Co.  partner 
Carving  out  a  niche  in  the  heartland. 


(the  equity,  made  up  of  Jordan's  75% 
stake  and  the  managers'  25%  stake, 
totaled  $1  million).  The  home-sewing 
chain  had  90  stores  doing  $45  million 
in  sales  at  the  time.  The  seller  was  the 
Simms  family  of  North  Carolina, 
which  preferred  to  reinvest  in  real  es- 
tate. By  1984  the  chain  had  expanded 
to  130  stores  doing  $80  million  and 
had  retired  all  the  purchase  debt  from 
company  earnings. 

In  April  1985  Jordan  Co.  sold  Piece 
Goods  for  $65  million.  Return  on  the 
equity  Jordan  Co.  put  up:  65  to  1. 

Can't  any  M.B.A.  with  a  snappy  pair 
of  suspenders  do  what  Jordan  and  Za- 
laznick did?  To  think  that  is  to  miss 
the  point  that  what  matters  in  this 
business  is  not  so  much  numeracy  as 
people  skills,  combined  with  a  strong 
dose  of  opportunism. 

Listen  to  Ted  Stolberg,  a  partner  at 
New  York's  Weiss,  Peck  &  Greer, 
which  competes  against  Jordan  Co.  at 
the  smaller  end  of  the  leveraged 
buyout  business.  "The  guys  from 
Wall  Street  who  spout  a  lot  of  jargon 
to  show  [the  sellers]  how  important 
they  arc  just  aren't  going  to  close  the 
deal,"  Stolberg  says.  "Jay  comes  in. 
His  suits  are  wrinkled,  and  they  can't 
help  but  like  the  guy.  With  Jay  it's  not 
really  a  financial  transaction.  The  es- 
sence of  Jay  is  that  he  knows  what 
makes  people  tick.  He  doesn't  play  an 
adversarial  game." 

Jordan  grew  up  in  Kansas  City.  In 
high  school,  he  says,  he  dreamed  of 


buying  companies.  After 
earning  a  business  degree 
at  Notre  Dame,  he  en- 
rolled in  Columbia  Busi- 
ness School.  But  in  No- 
vember 1972  he  took  a 
part-time  job  at  Carl 
Marks  &.  Co.,  and  stayed. 
No  M.B.A.  No  time  for  it. 
Carl  Marks,  like  virtually 
all  Street  firms  then,  had 
no  mergers  and  acquisi- 
tions department  in  1972. 
The  Kohlberg  Kravis  Rob- 
erts founders  were  still 
number-crunchers  at 
Bear,  Stearns.  Mike  Mil- 
ken wasn't  long  out  of  col- 
lege. Seeking  his  own 
niche  at  Carl  Marks,  Jor- 
dan took  a  swing  at  apply- 
ing venture  capital  funda- 
mentals and  real  estate  fi- 
nance to  acquisition. 
"Nobody  called  them  le- 
veraged buyouts  in  those 
days,"  says  Bob  Davidoff, 
Jordan's  mentor  at  Carl 
Marks,  "but  Jay  had  an  in- 
stinct for  what  was  new 

  and  interesting." 

It  started  small.  In  1975  Jordan 
bought,  for  the  Carl  Marks  Capital 
account,  a  company  called  PCI  Group 
Inc.,  from  Emhart  Corp.  A  year  later 
he  acquired  Pressed  Steel  Tank,  from 
Norris  Industries.  In  1982  Jordan  quit 
Carl  Marks  to  start  Jordan  Co.,  taking 
with  him  interests  in  20  buyouts  he 
had  managed,  and  fellow  Carl  Marks 
alumnus  David  Zalaznick. 

It  has  been  a  nice  run  for  the  boys, 
but  can  it  continue?  Echoing  lever- 
aged buyout  pioneer  William  Simon, 
Jordan  admits  that  the  kind  of  compa- 
nies he  likes  are  getting  expensive — 
two  times  book,  typically,  about  40% 
more  than  they  were  three  years  ago. 

As  if  to  hedge  against  a  petering-out 
of  leveraged  buyouts,  the  Jordan  Co. 
has  recently  branched  into  money 
management  and  real  estate.  In  Octo- 
ber the  partnership  paid  $5  million  for 
Reading,  Pa. -based  Penn  Square  Man- 
agement Corp.,  which  operates  the 
$200  million  (net  assets)  Penn  Square 
Mutual  Fund.  Jordan  hopes  the  fund 
will  eventually  be  joined  by  a  full 
family  of  mutual  funds. 

In  any  case,  the  partners  aren't  go- 
ing to  be  caught  unprepared  for  what- 
ever the  future  brings.  In  December 
Jordan  plans  to  raise  $50  million 
(composed  of  both  income  and  capital 
gains  shares)  on  the  London  Stock  Ex- 
change. In  essence,  this  will  be  a  blind 
pool  Jordan  can  tap  to  acquire  larger 
companies.  Or  do  with  whatever 
looks  promising  at  the  time.  ■ 


Present! 
computers  thuit 


IBM  presents  mid-range 
computers  that  offer  a  difference 
Choice. 

In  the  IBM  System/3X 
family  and  the  new  IBM  9370 
Information  System  youll 
find  an  array  of  solutions 
that  allow  you  to  choose 
a  total  system  to  fit  your 
business.  Bather  than 
tailoring  your  business  to  fit 
a  computer  system 

Wh 


Here. 


lit  in? 


ere  do  these  systems 


Mainframe  Territory 

If  you've  already  invested  in  IBM  mainframe  technology, 
the  new  9370  Information  System  is  a  great  way  to  enhance 
that  investment 

The  9370s  put  IBM's  powerful  370  mainframe  archi- 
tecture into  a  small,  affordable  package.  Because  they  share  a 
common  architecture  and  offer  a  choice  of  four 
operating  systems,  9370s  allow  you  to 
choose  from  virtually  all  of  the 
thousands  of  application  programs 
available  for  IBM  mainframes.  Yet 
because  they  don't  have  to  live  in 
computer  rooms,  9370s  can  run  these 
programs  from  wherever  you  need  them 
to  be. 

Because  of  the  familiar  architecture, 
personnel  trained  in  IBM  mainframe  use 
will  be  at  home  with  9370s.  With  new  pre- 
packaged software,  novices  will  soon  feel  at 
home  as  well.  And  9370s  will  likewise  be  at 
borne  in  many  roles:  as  host  systems,  departmental  systems  or 
remote  extensions  of  existing  mainframes. 

As  your  needs  grow,  9370s  can  grow  with  them — with 
larger  processors  and  more  storage  that's  affordable  and  easy 


System/3X 


Here. 


to  install.  Giving  you  a  five-fold  power  range  in  the  93l 
and  a  hundred-fold  span  of  computing  power  within  il 
370  family  from  the  entry-level  9370  to  IBM's  bigJ 
mainframe. 

Rugged  Individualism 

Where  you  need  a  standalone  combinatil 
power  and  simphcity — in  departments,  in  dea 
in  distributorships  or  in  small  businesses — the  I 
System/3X  family  fits  right  in. 

System/36  is  IBM's  simplest  and  least  expl 
entry  point  into  mid-range 
computing.  In  addition  to 
being  IBM's  most  user-friendly 
mid- range  system, 
Sys 
a  broad  £ 

cation  software  from  specific 
industry  solutions  to  office 
applications  that 
suit  any  business. 

For  growth,  the 
System/38  provides 
a  built-in  relational 
data  base  (allowing 
you  access  to  data  on 
your  own  terms)  as 
well  as  a  toolbox  of 
programming  aids 
to  help  you,  in  a  remarkably  short  time,  custom-design 
applications  that  fit  the  job  at  hand. 

The  System/3X  family  members  function  equally 


System /36  also  offers 
spectrum  of  appli 
ftwa 


p  mid-range 
where  you  need 
est: 


Here. 


est  computers  in 
or  as  depart- 
iputers  in  large 
5.  And  to  provide 
[i  he  communi- 
I  d  growth  options 
ijiess  needs,  the 
M  family  was 
enhanced  to  pro- 
el  smoother  peer- 
jmmunications, 
jst  and  PC  con- 
jjind  stronger  networking 
1370  mainframes  and  PCs. 
ti  if  you  need  more  power, 
upand  the  System/36  and  System/38  independent- 
can  link  them  in  a  network  where  they  can  share 
)n  and  resources. 

tern  of  Choice 

choice  you  won't  have  to  make  with  IBM  is  where 
vanced  technology,  abundant  connectivity  options 
|?rous  business  solutions, 
use  they're  in  all  our  mid-range  computers,  across 

the  9370  and  System/3X  families  use  IBM's  one- 
memory  chips  and  denser  logic  to  achieve 
power  and  speed.  And  two  new 

less  storage  devices  give 

and 


System/3X  increased  capacity  with  unusual  economy. 

All  this  technology  is  fascinating  in  its  own  right. 
But  it  just  gives  you  more  in  terms  of  real  mid-range 
computing  options:  growth  upward  to  mainframes,  high- 
ways between  mainframes  and  PCs  or  other  work- 
stations— or  flexible  connections  with  networks  and 
enhancements  either  from  IBM  or  other  manufacturers. 

And  integrated  office 
solutions  to  meet  your  needs 
are  available  on  both  systems. 


Here. 


Where  You  Work 

Perhaps  the  best  fit  of  all  is  the  way 
IBM's  mid-range  computers  fit  into 
your  working  environment  The  9370s 
are  very  neighborly.  With  set-up  times 
of  under  five  hours  and  rack-mounted 
components  that  can  be  installed  like 
stereo  equipment  System/3X  family 
members  are  simple  to  operate  and  fit 
in  easily,  too. 

All  are  extremely  quiet,  need  no 
special  air  conditioning  and  operate 
on  standard  110  or  220  VAC  wall 


G 


current 


A  Fitting  Conclusion 

The  reason  IBM 
mid-range  systems  fit 

in  so  wefl  is  based  on  a  simple  piece  of  logic: 
they're  built  to  fit  your  business,  rather 
than  vice  versa. 

To  find  out  more  about  which  IBM  mid- 
range  system  is  the  perfect  fit  for  your  company, 
call  your  IBM  marketing  representative  soon. 
Youll  learn  about  the  kinds  of  choices  you  now 
have  in  a  mid-range  computer,  and  how  you 
can  start  making  them. 

As  it's  only  fitting  you  should. 


©Copynght  IBM  Cofporation  1966 


\1,„l,.|'«i 


9370  Information  System 


The  IBM  Mid  Range. 
The  System  of  Choice. 


Buy  in  haste,  repent  at  leisure.  That's  the 
story  of  Canadian  Pacifies  foray  into  the 
U.S.  acquisition  game. 

Shop  until 
you  drop 


By  Jack  Wilkraghby 

Like  a  tourist  loose  in  ManD 
tan,  AMCA  International, 
steel  and  construction  c 
glomerate  controlled  by  Canadian 
cific  Ltd.,  went  on  a  15-year  buy 
binge,  scooping  up  more  than  a  doj 
U.S.  firms.  None  other  than  Ro 
Little,  father  of  the  modern  c'onglq 
erate,  helped  it  buy  interests  in  eve 
thing  from  construction  equipment 
jewelry.  AMCA's  sales  balloon 
from  $521  million  in  1977  to  $ 
billion  last  year. 

It  will  surprise  nobody  to  learn  tl 
this  random  expansion  resulted  in 
saster.  It  turned  a  once  appealing  ( 
nadian  manufacturer  into  an  unm; 
ageable  mess.  In  a  four-year  span  l 
company  has  lost  more  than  $1 
million  and  this  year  it  looks  as  il 
will  add  yet  more  red  ink  to  the  li 
ger.  Discounting  some  of  the  p 
ferred  stock  and  intangible  asse 
AMCA's  debt  is  almost  twice  as  hi 
as  its  equity. 

From  an  early  1984  high  of  22,  t 
company's  stock  now  languishes 
around  8,  barely  above  its  currc 
book  value.  Even  the  book  vail 
seems  bloated  since  it  includes  $11 
million  in  goodwill  and  patents  list 
as  assets  mainly  from  AMCA's  19' 
acquisition  of  Giddings  &.  Lewis  In 
a  Fond  du  Lac,  Wis.  machine  tc 
manufacturer.  "There  is  less  than ; 
equity  once  you  take  out  all  the  £ 
counting,"  says  Jay  Gordon,  a  Toro 
to  securities  analyst. 

Did  AMCA  have  a  plan?  If  you  c. 
call  it  that,  yes.  AMCA's  longtin 
chief  executive,  Kenneth  Barcla 
convinced  himself  of  an  approachii 
boom  in  U.S.  manufacturing.  B; 
clay's  worst  blunder  was  his  inves 
ment  in  Giddings  &  Lewis.  AMCA 
purchase  price  of  $310  million  carri< 
a  premium  of  1 .6  times  the  company 
book  value.  The  sale  was  conclud< 
even  as  a  relentlessly  rising  doll 
pinched  sales  for  U.S.  machine  to 
makers  both  domestically  and  arour 
the  world. 

The  hapless  Canadians  tried  i 
wriggle  out  of  their  debt  problems  t 
selling  $270  million  in  preferre 
shares  in  order  to  raise  money  to  p£ 
down  acquisition-related  debt.  Th; 
only  made  the  problem  worse.  Tt 
dividends  on  the  shares  helped  tui 
what  would  have  been  a  1985  prof 
into  a  loss. 

Barclay  stepped  aside  in  1985,  leai 
ing  his  successor,  William  Hollan( 
with  few  choices,  none  of  them  gocx 
Under  current  market  condition: 
AMCA  could  not  now  get  out  of  ii 
depressed  core  businesses  even  if  i 


FOR  A  MOMENT,  THERE  WERE  JUST  THE  TWO  OF  YOU.  AND  THE  WHOLE  WORLD 
TO  DISCOVER.  OMEGA.  FOR  ALL  YOUR  SIGNIFICANT  MOMENTS. 


OMEGA  ALWAYS  MARKS  SIGNIFICANT  MOMENTS 
IN  THE  OLYMPICS.  IN  THE  SPACE  PROGRAM. 
IN  SIGNIFICANT  LIVES  LIKE  YOURS. 
THE  OMEGA  CONSTELLATION.  ADVANCED  SWISS 
TECHNOLOGY  WATER  RESISTANT.  IN  STAINLESS 
STEEL  AND  I8K  GOLD. 

o 

OMEGA 


Granat  Bros 


A  BAILEY  BANKS  &  BIDDLE  JEWELER 
San  Francisco  •  Northern  California  •  Nevada  •  Hawaii 


The  Falcon  50  can  take  you  anywhere, 
even  the  middle  of  nowhere. 


The  Falcon  50's  versatility  begins  with  exemplary  short-field 
formance — and  takes  off  from  there.  Economical  on  short flights, 
comfortable  on  long,  it  is  one  corporate  jet  that  can  do  it  all. 


Falcon  50  you  see  here  is 
ring  its  approach  into  the  air- 
Hat  Tangier  Island,  Virginia,  on 
ijnonstration  flight.  Moments 
a  undaunted  by  a  stiff  Chesa- 
ae  breeze  blowing  across  the 
a:  and  narrow  runway  (3600 
klft),  it  touched  down  for  an 
SJentful  landing  with  1000  feet 
Bare.  The  world's  most  versatile 
Jiess  jet  had  arrived. 
Bat  day,  it  had  begun  its  trip  in 
tlboro,  NJ.  Yet  it  might  have 
a  arriving  from  far  more  distant 
Its:  Paris,  Anchorage,  Manaus 
ma.  All  well  within  the  Falcon 
parameters  of  range,  runway 
:omfort. 

A  fleet  unto  itself 

le  Falcon  50  can  fly  4200  stat- 
niles,  placing  it  squarely  in 
itercontinental  class.  Yet  it  is 
Uy  at  home  in  the  role  of  do- 
ic  workhorse.  As  such,  it  is  a 
unto  itself,  one  corporate  jet 
can  perform  the  tasks  of  many, 
offers  the  comfort  and  prestige 
i  intercontinental  airplane.  Its 
d  Class  cabin  is  an  environ- 
t  eminently  suitable  for  long- 
e  travel.  Designed  with  the 
:iples  of  ergonomics  firmly  in 

it  passes  the  truest  test  of 
continental  comfort;  that  a 
snger  be  as  comfortable  leav- 
ie  plane  after  a  seven-hour 
t  as  when  boarding, 
oreover,  with  its  three-engine 
iguration,  it  is  the  only  current 
uction  business  jet  that  con- 
is  to  FAA  safety  standards  gov- 
ig  ocean-crossing  airliners, 
inversely  it  can  fly  brief  hops 
the  fuel  economy  of  many  a 
ler,  shorter-range  jet.  Other 
anes  in  its  class  lose  efficiency 
e  lower  altitudes  used  for 
t  flights.  The  Falcon  50  thrives 
rem. 


As  its  Tangier  Island  landing  at- 
tests, the  Falcon  50  is  a  large  airplane 
that  requires  very  little  runway.  For 
example,  it  could  easily  depart 
Tangier  on  a  98°  F  day  with  enough 
fuel  to  fly  to  Miami  with  eight  pas- 
sengers and  IFR  reserves,  cruising 
at  Mach  .80. 

Such  remarkable  performance  is 
rare  in  a  business  jet  of  this  size  and 
range,  translating  directly  into  in- 
creased convenience  and  return  on 
investment  for  the  Falcon  50  owner. 
Not  only  can  he  fly  in  and  out  of 
remote  areas  where  small  airports 
are  the  only  airports,  he  can  also 
make  use  of  the  smaller,  community 
airports  that  are  often  closer  to  his 


capabilities  give  [the  Falcon  50]  a 
degree  of  mission  flexibility  that  no 
other  corporate  jet  has  enjoyed." 

There  when  you  need  it 

A  final  measure  of  the  Falcon 
50's  success  as  a  uniquely  func- 
tional airplane  is  its  remarkable 
reliability.  It  is  an  extraordinarily 
maintainable  airplane,  with  the 
longest  inspection  intervals  in  cor- 
porate aviation  and  no  structural 
life  limits. 

But  perhaps  the  most  telling 
proof  of  the  Falcon  50's  reliability 
is  the  fact  that  at  least  one  operator 
is  currently  flying  his  Falcon  50 


Landing  Distance  2175  ft. 
(8  pax,  IFR.  ISA.  SL) 


Even  on  long  intercontinental  flights  with  large  payloads,  the  Falcon  50 
exhibits  outstanding  airfield  performance. 

business  destination,  such  as  five  to  six  days  a  week  and  well 

Chicago's  Meigs  Field,  or  Cleveland's  over  100  hours  a  month. 


Burke  Lakefront. 

The  Falcon  50,  then,  is  more 
than  just  a  business  jet.  It  is  many 
business  jets.  Business  &  Commer- 
cial Aviation  reported,  "...  the 
Falcon  50's  economy  of  operation, 
its  payload,  range  and  short-field 


r 


Amazingly  versatile,  remarkably 
reliable.  The  Falcon  50  is  clearly  a 
business  jet  like  no  other. 

For  more  information,  call  Roy 
Bergstrom  at  (201)  393-8056,  or 
send  us  the  coupon  below. 


FalconJet 

Teterboro,  NJ  07608 


Name. 


□  Please  send  more  information  about  the 
Falcon  50. 

□  I'd  like  to  arrange  for  a  demonstration  flight. 

□  Please  send  me  a  Falcon  50  performance 
calculator  (while  supplies  last). 

 Title  


"1 


Company . 
Address  


City  

Phone _L 


State . 


Zip. 


L 


Now  flying  a . 


F1286 


J 


CD 
□ 


Caneel,  Little  Dix, 

and  now  Carambola. 

The  new  Rockresort  on  St.  Croix. 

Carambola  Beach  is  Rockresorts'  latest  Carib- 
bean experience.  And  a  wonderful  one, 
opening  December  1986.  It  features  156  luxury 
rooms  with  gorgeous  sea  views.  A  beachfront 
freshwater  swimming  pool.  Tennis.  Plus  the 
charming,  duty-free  towns  of  Christiansted  and 
Frederiksted  nearby,  on  this  picturesque  once- 
Danish  island.  It  also  features  superb  golf  on 
our  already  famous  golf  course  by  Robert  Trent 
Jones.  So  get  the  best  of  the  new  and  the  best 
of  the  old,  Rockresorts-style.  See  your  travel 
agent  or  call  toll-free  800-223-7637  nationwide,  800- 
442-8198  in  N.Y.  State,  212-586-4459  in  New  York  City. 


CaRSMBOLa  BEaCH 

RESORT  &  GOLF  CLUB 
St.  Croix.  U.S.  Virgin  Islands 
A  Rockresort 


"We  have  children  in  two  countries, 
property  in  three,  and  I'm  often  traveling. 
I  need  swift,  knowledgeable  answers  to  our  complex 
investment  and  tax  problems. 
And  I  get  them  from  U.S.  Trust." 

Robert  Ian  MacDonald,  International  investor 


Meeting  the  demands  of  those  with  large  holdings, 
both  domestic  and  international,  is  one  of  our  premier  skills. 
Please  contact  Mary  B.  Lehman,  Senior  Vice  President. 
United  States  Trust  Company  of  New  York,  11  West  54th  Street. 
New  York.  NY  10019.  (212)  887-0446. 


US.Trust 


When  you  do  something  very  well 

you  simply  cannot  do  it  for  everyone. 


wanted  to.  Who  would  buy  them! 

Take  Giddings  &.  Lewis,  the  L 
fifth-largest  machine  tool  manu 
turer.  After  acquiring  the  comparr 
1982,  AMCA  revalued  G&L's  as 
upward  to  justify  the  purchase  pr 
But  if  AMCA  were  now  to  sell 
holding  in  the  current  depressed  i 
chine  tool  market,  it  probably  co| 
not  recoup  what  it  initially  paid, 
alone  what  it  has  poured  in  sii 
then.  That  is  something  Hollanc 
well  aware  of:  "We  never  gave  the  s 
of  our  machine  tool  business  q 
minutes'  consideration." 

With  maneuvering  room  all  I 
gone,  Holland  is  buying  time.  Ha 
selling  all  the  assets  possible  outsi 
AMCA's  redefined  core  business 
including  steel  products,  machi 
tools  and  prefabricated  buildings 


"They  made  one  dreadful 
mistake,  putting  more  tha, 
$300  million  into  a 
machine  tool  business  tha 
was  a  disaster.  They  didn'l 
have  the  courage  to  get  ric , 
of  it  and  replace  it  with 
something  good." 

sale:    the    profitable  constructs 
equipment  division.  The  goal  is 
chop  AMCA's  $570  million  in  tol| 
debt  by  about  50%. 

It  isn't  a  pretty  picture.  Why 
AMCA's  stock  trading  at  even  8l| 
share?  Probably  because  speculatal 
are  betting  that  AMCA's  51%  parerl 
Canadian  Pacific,  will  eventual! 
pump  in  some  fresh  cash  to  revitalul 
it.  Canadian  Pacific  has  made  no  s 
cret  of  its  desire  to  expand  in  the  TJ.S1 
and  AMCA,  with  $350  million  tai 
loss  carryforwards  already  on  ii 
books,  could  be  an  attractive  vehic. 
for  that  purpose. 

Says  William  Stinson,  Canadian  P; 
cific's  chief  executive,  of  the  matte 
"Once  AMCA  has  finished  its  r< 
structuring  and  is  growing  again, 
would  see  it  as  one  opportunity  forU 
to  expand." 

But  if  AMCA  International  want 
to  play  conglomerator,  it  will  have  t 
do  a  lot  better  job  in  the  future  than  f. 
the  past.  Says  Royal  Little,  the  felloe 
who  helped  out  in  the  earlier  days 
"They  made  one  dreadful  mistake 
putting  more  than  $300  million  into, 
machine  tool  business  that  was  a  di 
saster.  They  didn't  have  the  couragt 
to  get  rid  of  it  and  replace  it  witl 
something  good." 

Moral  of  the  story?  To  run  a  sue 
cessful  conglomerate  you  need  somei 
thing  of  a  trading  mentality.  AMCA'! 
bosses  clearly  didn't  have  it.  ■ 


WE  DO  IT  ALL 


1  

Jl 

Innovation  is  nothing  new  to  Adler- Royal.  For  over  80  years  we  have  enjoyed 
the  reputation  for  building  the  world's  finest  typewriters. 

All  Adler  and  Royal  electronic  typewriters  are  interfaceable  to  our  Textriter 
word  processors.  And  the  same  superb  craftsmanship,  quality  control  and 
automated  functions  that  have  made  our  innovative  typewriters  industry  leaders, 
are  also  important  elements  of  our  other  office  machines. 

For  example,  we  have  a  complete  line  of  dependable,  full-featured  copiers. 
And  a  wide  selection  of  multi-function  calculators  and  cash  registers  for  every  need. 

But  the  best  feature  is  the  one  built  into  every  Adler  and  Royal  office 
product.  Reliability.  The  quality  is  free. 

^  Satisfy  all  your  office  machine  needs  with  just  one  phone  call.  Check  the 
Yellow  Pages  for  your  authorized  Adler  or  Royal  office  machine 
dealer.  Or  call  toll-free  1-800-228-2028,  ext.  39  (Adler); 
ext.  47  (Royal).  In  Nebraska,  1-800-642-8300. 
v'  Adler- Royal  Business  Machines,  Inc.,  1600 

Route  22,  Union,  NJ  07083 


SADLER-ROYAL 


For  years  Dollar  General  was  hot  on  Wall 
Street.  It  cooled  off  fast  when  management 
got  overconfident. 

Too  much 
of  a  hurry 


By  David  Henry 


William  SirodeW<xxiiin  Camp 


Dollar  General  President  Cal  Turner  Jr. 
Recovering  from  a  bout  with  overeonftAen.ee. 


WHEN  HE  CAN  CHOOSE 
tween  opening  one  of 
new  Dollar  General  stall 
down  the  highway  a  piece  or  smaf 
beside  his  mammoth  competitor  W 1 
Mart,  Cal  Turner  Jr.  takes  the  sp| 
next  door  every  time. 

"We  love  to  be  next  to  them,"  sail 
Dollar  General's  46-year-old  pre[ 
dent.  "We're  in  a  different  nidi 
We're  a  convenience  bargain  stoi| 
and  our  prices  are  excellent  relative 
theirs.  They  run  their  promotions,  v| 
inherit  the  traffic." 

Scottsville,  Ky. -based  Dollar  Gend 
al  ($570  million  sales)  has  thrived  f  f 
years  in  the  same  small-town  markel 
in  the  South  that  gave  birth  to  Be)| 
tonville,  Ark.'s  Wal-Mart  ($12  bilho 
sales).    With    its    low-rent,  5,70| 
square-foot  stores  (Wal-Mart's  avc 
age  is  57,000),  Dollar  General  hj| 
cleaned  up  by  catering  to  low-incoc 
and  bargain-hunting  customers.  Pla)| 
Wrangler  shirts  fly  off  the  shelves 
$5  each,  and  the  chain  has  a  toujjl 
time  keeping  up  with  demand  for  I 
slightly  addictive  Southern  confeil 
tion  called  Goo  Goo  candy  clusters  A 
25  cents. 

Consequently,  Dollar  General's  r<| 
turn  on  equity  was  a  healthy  18%  il 
1985.  Earnings  have  been  typicalll 
growing  25%  a  year,  and  sales  froul 
existing  stores  (which  excludes  gainl 
made  just  by  opening  new  stores)  haV 
usually  increased  by  at  least  10%. 

All  this  has  made  Cal  Turner  Jr.  am 
his  family  immensely  rich.  He  an) 
other  family  members  own  44%  c 
the  stock. 

Dollar  General's  steadily  successfu 
formula:  Buy  cheaply,  feature  close 
outs  or  irregulars,  keep  rents  and  ovel 
head  low  with  minimal  staffing  an 
bare-bones  fixtures,  offer  the  lowes 
prices  on  all  items,  every  day. 

The  trouble  with  success  is  that  i 
breeds  complacency.  Last  year  Doha 
neglected  one  crucial  part  of  the  foi 
mula:  Don't  get  cocky;  don't  thin: 
you  can  walk  on  water.  Cal  Turner  Ji 
went  expansion-crazy.  In  Februan 
1985  he  spent  $30  million  for  20i 
Eagle  convenience  stores  in  Florida 
This  came  15  months  after  he  pak 
$50  million  for  280  P.N.  Hirsch  stores 
in  the  South  and  Midwest.  The  here 
tofore  tightly  focused  blue-collar  re 
tailer  tried  to  graft  486  stores  to  itl 
850-store  network. 

It  didn't  work.  It  couldn't  work 
Dollar  General  actually  lost  money  ir 
the  first  quarter  of  1986.  August 
marked  an  unprecedented  ninfl 
straight  months  of  declining  sales  irj 
existing  stores.  The  stock  fell  from  a 


r  the  world  were  a  perfect 
place,  you  wouldn't 
need  a  Buick. 


The  real  world 
nudes  long 
gl'rtches  of  traffic, 
E-ible  weather  and 
seious  demands  on  your 

So,  may  we  suggest  that 
y  j  consider  a  car  intelligently 
aligned  to  handle  the  real  world? 
A' re  suggesting  you  consider 
3  ck  LeSabre.  Not  because  it's 
prfect,  but  because  it  is  so  good 
line  things  that  really  count.  For 
simple .. 
■r  adults 

Those  of  us  who  have  gradu- 
aid  to  adulthood  appreciate  cer- 
e  i  significant  accommodations  to 
k  Jity.  A  glance  at  LeSabre's  inte- 
r  tells  you  it's  rich  and  hand- 
sine.  Sit  in  it  and  you  find  some- 
hg  even  better:  true  support 
;mbined  with  deep  luxury.  And 
H:  available  6-way  power  control 
5  at  puts  a  wide  range  of  adjust- 
lhnts  at  fingertip  control. 

While  you're  sit- 
ting  in  that  seat,  do 
"~~  another  reality 

check  and 
you'll  find 
another 
surprise: 
room.  You 
.  have  to 
W  stretch 
w  to  reach 
the  far 
side.  Clearly, 
ick  is  an  automobile  built  for 
ult  pleasure, 
the  long  run 
The  real  world  is  not  kind  to 
tomobiles.  Rain,  rocks,  potholes, 
Jd,  salt,  ice  and  humanity  all  take 


their  toll.  Buick  is 
prepared  to  fight  back. 
Take  something  as  funda- 
mental as  the  paint.  The  LeSabre 
finish  starts  seven  layers  down. 
First,  the  body  is  immersed  in  a 
phosphate  cleaning  solution.  Then 
it  is  electrically  charged  to  provide 
a  magnetic  attraction  for  paint. 
Only  then  does  the  first  primer  coat 
go  on.  After  the  primer  coat  is  wet- 
sanded  by  hand,  a 
platoon  of  robots 
applies  two  sepa- 
rate layers  of  color 
enamel,  dancing 
and  whirling  to 
cover  every  surface 
evenly  and  com- 
pletely. 

Finally,  two  coats 
of  clear  acrylic  enamel  are  added 
to  provide  a  deep,  lustrous  finish  to 
keep  your  Buick  handsome  through 
years  of  life's 
abuses. 
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Buick  LeSabre  Sedan 

To  drive 

When  all  is  said  and  done,  the 
real  test  of  satisfaction  with  a  car 
happens  behind  the  steering 
wheel.  And  Buick  is  just  what  the 
driver  ordered. 

LeSabre's  big  3.8-litre  V-6  with 
sequential-port  fuel  injection  is 
there  to  do  the  job  quietly,  easily, 
reliably.  Fully  independent  suspen- 
sion not  only  smooths  the  ride  but 
also  grips  the  road  in  a  highly 
sporting  manner. 

Until  the  world  we  live  in 
perfects  itself,  may  we  suggest 
that  you  buckle  up  and  see  your 
Buick  dealer  for  a  test  drive  in 
an  automobile  , 
that  can  make  L,««^ 
reality 
enjoyable. 
Really. 
For  more 
information, 
a  brochure  or 
a  test  drive,  call 
1-800-87-BUICK 
(1-800-872-8425) 


Where  better  really  matters. 
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STILL  THE  MOST 
SOPHISTICATED  RESEARCH 
TOOL  ON  WALL  STREET. 


Research  analysts  can  now  analyze 
Irtfolios  by  company,  industry,  sector, 
k,  and  growth  potential,  in  a  matter 
seconds. 

I  They  use  screening  techniques  to 
pate  thousands  of  'what  if  scenarios. 
|  They  can  provide  clients  with  divi- 
ilnd  discount  models  and  relative 
arnings  momentum  comparisons. 
|  All  that  technology  is  necessary 
[cause  of  the  volatility  of  the  capital 
(arkets  and  the  sheer  number 
new  instruments.  But  at  Drexel 
lrnham,  we  realized  long  ago  that 
e  information  the  computer  spits 
t  is  worthless  without  the  part  of 
e  brain  that  turns  it  into  sound 
vestment  policy. 

Idea  formation  doesn't  require  an 
metrical  outlet.  But  it  can  make  a 
arket.  Exchanging  those  ideas  with 
her  analysts  and  traders  and  clients 
ily  requires  the  use  of  a  telephone. 

But  it  can  spell  the  difference  be- 
yeen  losing  money  and  making  it. 

Now  that  international  trading  is 


routine  and  market  opportunities  come 
and  go  so  quickly,  the  swift  understand- 
ing of  the  facts  is  just  as  important  as 
the  facts  themselves. 

Like  the  fact  that  we  have  50 
industry  analysts  covering  more  than 
600  companies. 

And  the  fact  that  since  January, 
1984,  our  Priority  Selection  List  stocks 
have  outperformed  the  S&P  500  by  31.5 
percentage  points.  And  that  we've  jump- 
ed from  10th  to  6th  place  this  year  in 
the  Institutional  Investor  All-America 
Research  Poll. 

The  offices  of  Drexel  Burnham  are 
filled  with  the  most  sophisticated  com- 
puter technology.  But  they're  also 
filled  with  the  smartest  people  around. 

Fbr  one  very  good  reason. 

The  human  brain  will  never  become 
obsolete. 

Fbr  a  copy  of  our  current  recommen- 
dations, call  1-800-237-8000,  ext.  95. 

Drexel  Burnham 

Helping  People  Manage  Change 


The  Most  Civilized  Hotel  In  The  Tropics 


Mayfair  House.  The  savoir-faire  and  service  of  Europe,  made  enticingly 
more  exciting  by  the  free-spirited,  uninhibited  flavor  of  Miami's  Coconut 
Grove.  A  small,  personal  hotel  where  every  suite  comes  complete  with  its 
own  Japanese  hot  tub  on  a  secluded  tropical  patio.  Surrounded  by  the 
elegance  and  elan  of  Mayfair,  the  stylish  shopping  enclave  of  the  Americas. 
Non-smoking  suites  and  complimentary  limousine  service  available. 


I 

jo 


IhfleadmfHotels 
tfth<*Worid' 


hotel  grand  luxe 
3000  Florida  Avenue,  Coconut  Grove,  Miami  FL  33133 

For  information  and  reservations, 
(305)  441-0000/(800)  433-4555/Florida  (800)  341-0809 
Or  call  your  travel  agent 


TOTAL  SYSTEM  FOR 
CARDIOVASCULAR 
FITNESS. 

Simulates  cross-country  skiing, 
regarded  by  fitness  authorities 
as  the  top  cardiovascular 
exercise.  Rated 
higher  than  jogging, 
swimming,  biking 
or  rowing. 


»  Can  be  used 
by  men  and  women 
regardless  of  size  or  weight. 
Height  and  resistance  adjustable. 

For  a  Free  Brochure  call: 

TOLL  FREE  1-800-328-8995 

In  Minnesota  1-612-474-0992 
In  Canada  1  -800-665-4872 

Fitness  Master.  Inc. 

1260  Park  Road  Dept.  FB 
Chanhassen,  Minnesota  55317 


•  Fluid  motion  —  no  jarring  impact  on 
bones  and  joints.  Avoids  running 
related  injuries. 
•  Excellent  for  weight  control 
and  body  tone. 

•  Stable,  unit  rests  flat  on  floor. 
Lightweight  for  portability. 
Weighs  only  35  lbs. 
•  Easily  stored.  Folds  to  5  inch 
height.  Slips  under  a  bed  or 
stands  upright 
in  closet. 

•  30  day  home  trial. 
2  year  warranty. 


high   of  29-Vs   to   12%  within 
months.  Its  recent  price  was  15'/8. 

All  that  expansion  was  more  thll 
the  organization  could  handle.  A  Ni 
ami  distribution  center  that  cafil 
with  the  deal  failed  miserably — frql 
problems  with  labor  and  location! 
and  was  quickly  closed,  straining  I 
Arkansas  facility.  Weary  district  mal 
agers  dispatched  to  Florida  lost  tra  j 
of  their  existing  stores. 

Worse,  with  all  the  new  stoJ 
blended  into  the  company,  the  pa 
portion  of  closeout  and  irregular  mi 
chandise  (the  goods  that  provide  tl 
surprising  values  that  distinguijl 
Dollar  General  from  the  competitiq 
shrank  to  10%  in  each  store,  half  | 
what  the  company  considers  idei| 
Kentucky-based  buyers  shipped  boyl 
jeans  to  stores  in  Clearwater's  retinl 
ment  communities,  where  thejl 
aren't  many  boys. 

Turner  puts  a  good  face  on  the  siril 


70 


Store  location  of  choice: 

Near  Wal-Mart,  in  Frankfort,  Ky.  | 

ation.  "We  saw  a  long-term  opportufl 
nity  even  though  it  had  a  short-terql 
hit.  While  we  are  a  publicly  ownal 
company,  we  don't  have  the  quarteijl 

to-quarter  syndrome." 

Turner  remains  convinced  he  dkl 
the  right  thing,  bringing  Dollar  Genii 
eral  a  slug  of  low-cost  leases  and  givl 
ing  the  company  promising  location? 
in  hot  growth  areas.  "Florida  is  a  good 
market  that  has  a  lot  of  our  kind  ol 
customers,  fixed-income  folks  who 
want  the  basic  consumables." 

Under  Turner  family  management, 
Dollar  General  is  creeping  back  to  its 
former  levels  of  profitability.  Sales  in 
the  company's  established  stores  im-l 
proved  in  September  and  markedly  ill 
October.  The  company  is  set  to  end| 
1986  with  earnings  of  50  cents  pen 
share,  compared  with  1985's  95  cents. 
By  regaining  control  and  by  learning 
from  its  Florida  merchandising  mis- 
takes, Dollar  General  should  earnl 
$1.10  in  1987. 

What  about  the  collapsed  stock 
price?  "I  bought  5,000  shares  at  16," 
Cal  Turner  Jr.  says,  smiling,  "and  I  ] 
will  be  buying  some  more."  He  adds: 
"It  still  is  our  baby."  ■ 


FORBES.  DECEMELRJ  L2£fu 


PECS  PINWRITER  P5XL  HAS  MADE  BLACK 

A  PRIMARY  COLOR. 

ir  Pinwriter®  P5XL  printer  has  changed  forever  the  way  people  look  at  dot  matrix  printing. 

It's  the  first  24-pin  dot  matrix  printer  to  use  a  letter-quality  multistrike  film  ribbon — the  same 
r  »bon  used  in  typewriters  and  letter-quality  printers,  such  as  our  Spinwriter*  So  for  the  first  time 
rcomputer  history  there  is  a  printer  that  honestly  does  everything.  A  printer  that  produces 
^^gaa[ft|^m^nw         important  letters  and  documents  with  crisp,  black,  true  letter-quality 
* **Hl<lt     printing.  But  with  all  the  speed  and  graphics  capability  dot 
Dear  Mr.  Black:    f  matrix  printers  are  known  for. 

[-k,,...^,..,,.,   , ;        .#  Fast,  black  letter-quality  printing  will  be  the  primary 

Actual  line  printed  reason  many  people  will  buy  a  P5XL  printer.  But  there  are 

"^^^^^^i^^      PIcntY  of  other  §ood  reasons- In  fact' it>s  the  most  versatile  printer 

ever  created  for  personal  computers. 

It  can  use  an  optional  ribbon  to  print  seven  other  colors  plus  black.  And  it  has  the  best  graphics 
solution  of  any  impact  printer  you  can  buy  due  in  part  to  our  advanced  24-pin  printhead.  Plus  it 
n  print  more  type  faces  automatically  than  any  other  dot  matrix  printer.  And  it's  quiet  and  fast. 

You  can  also  expect  a  P5XL  printer  to  turn  out  millions  of  characters  before  it  will  need 
rvice  because  it  has  the  highest  reliability  rating  in  the  industry.  And  there's  a  nationwide  network 
NEC  Customer  Service  Centers  to  take  care  of  maintenance. 

Now,  while  the  Pinwriter  P5XL  performs  a  little  black  magic,  you  won't  have  to  go  in  the 
d  to  buy  it. 

The  Pinwriter  P5XL  is  the  latest  addition  to  the  most  advanced  and  extensive  family  of  24-pin 
inters  available.  See  it  at  your  dealer  or  for  an  information  package  that  includes 

actual  print  samples,  call  1-800-343-4418  (in  MA  617-264-8635). 

Or  write:  NEC  Information  Systems,  Dept.  1610, 
1414  Massachusetts  Ave.,  Boxborough,  MA  01719. 

NEC  PRINTERS.  THEY  ONLY  STOP 
WHEN  YOU  WANT  THEM  TO. 


CaC 


Computers  and  Communications 


The  chevrons  and  serpentine  designs  are  registered 
trademarks  of  Binney  and  Smith  Inc  .  used  with  permission 


NEC 

NEC  Information  Systems.  Inc. 


Making  money  in  Italy  is  easy.  You  bleach 
a  Si  bill  then  print  $100  ore?'  it. 


The  buck 
stops  here 


By  Hesh  Kestin 


A CENTER  FOR  GRAPHIC  ART  since 
the  day  Ludovico  Sforza  paid 
i  Leonardo  to  paint  T/je  Last  Sup- 
per, Milan  now  leads  the  world  in 
making  money — and  we  mean  mak- 
ing. This  northern  Italian  city  now 
produces  up  to  a  quarter  of  the  world's 
counterfeit  U.S.  dollars,  stuff  so  good 
the  Italians  call  it  "export  quality." 
Guess  where  it's  headed. 

This  year  the  U.S.  Secret  Service 
seized  $46  million  worth  of  bogus 
bills  in  the  U.S.,  only  about  S6  million 
of  which  had  actually  been  circulated. 
The  rest  was  still  hot  off  the  presses. 
That  the  amount  of  funny  money  in 
circulation  has  stayed  so  low  reflects 
in  good  part  the  efficiency  of  the 
2,000-strong  Secret  Service.  But  it 


also  says  a  lot  about  the  usually 
laughable  quality  of  U.S.  counterfeit- 
ing, 99%  of  which  wouldn't  pass  in 
the  dark.  Most  American  practitio- 
ners are  simpleminded  amateurs  try- 
ing to  turn  a  Xerox  machme  into  a 
fortune.  Even  when  the  product  is 
good,  distribution  is  so  poor  that  al- 
most every  paper  trail  leads  to  a  bust. 
But  this  could  change. 

Bem  enuto  a  Milctno.  In  Milan  coun- 
terfeiting is  a  growth  industry.  In  con- 
trast to  the  U.S.,  where  the  20-dollar- 
bill  is  most  passed,  90%  of  the  action 
is  in  50s  and  100s.  This  stuff  not  only 
looks  like  Uncle  Sam's,  courtesy  of 
the  best  in  laser  scanners  and  printers, 
but  some  15%  also  feels  like  it.  For 
good  reason.  If  the  U.S.  Treasury  is 
willing  to  pay  2.6  cents  for  blank  slips 
of  paper  so  as  to  resell  them  at  S20, 


S50,  S100  or  more,  Milanese  arm; 
are  willing  to  pay  a  full  buck  to  doj 
same.  But  this  paper,  actually  a  hn< 
cotton  blend,  isn't  for  sale. 

The  Italian  answer:  Think  of  it 
money  laundering  gone  literal:  ia|  ij 
a  S 1  bill,  ibl  bleach  it  back  to  whitej 
print  something  creative  on  it,  ij 
S50  or  S100. 

Dollar  counterfeiting  used  to  bt 
U.S.  occupation,  but  no  longer.  ] 
1984-85,  43%  of  counterfeit  U.S.  d 
rency  was  seized  abroad.  So  far 
1986  it's  already  52%.  Why?  As  wi 
drugs,  mnsdiction  is  sticky:  The 
cret  Service  has  no  authority  to  ma 
arrests  abroad.  "We  feel  real  wai 
and  fuzzy  about  our  record  in  the  Si 
tes,"  says  Roy  Nedrow,  chief  of  t 
Secret  Service  anticounterfeiting  di' 
sion,  "but  not  outside." 

Yet  outside  is  where  the  threat  h« 
along  with  our  money.  Three-quartfl 
of  the  cash  the  Federal  Reserve  has 
circulation — SI 79.8  billion — sits 
bank  vaults  and  under  mattress 
abroad,  a  de  facto  world  curreno 
How  much  counterfeit  is  out  there 
addition?  No  one  knows.  But  fedea 
sources  say  it  is  certainly  far  mo 
than  the  amount  seized  last  ye( 
around  the  world,  some  S90  milhor 
Part  of  the  problem  is  the  nature 
law    enforcement    abroad.  Foreig 
cops,  first  of  all,  are  paid  to  enfori 
their  own  laws,  not  ours.  In  Ital) 
where  the  need  for  enforcement 
most  acute,  three  groups  of  lawmen- 
the  paramilitary  Carabimen,  the  m 
tional  police  and  the  fiscal  polio 
(think  of  the  IRS  with  guns^ fafl 
three  highly  organized  crime  synd 
cates:  the  Sicilian  Mali 
the  Neapolitan  Camon 
and     the     less  wide 
known  'Ndrangheta 
Calabria.   These   are  n 
inky-fingered  dreamers  i 
green  eyeshades  but  effJ 
cient  criminals  with  Ion 
lines  of  distribution. 

Captain  Davide  Bos 
sone  of  the  Carabimei 
figures  there  are  hundred 
of  counterfeiters  operat 
ing  m  Milan,  as  well  a 
hundreds  more  in  othe 
Italian  cities.  Like  all  goo» 
merchandisers,  the  Mila 
nese  serve  various  level 
of  the  market.  The  mas: 
market  stuff,  done  on  vii 
gin  paper,  goes  mainly  u 
the  Middle  East,  when 
some  ends  up  bemg  gam 
bled  away  and  some  fi- 
nances smuggling  or  ter- 
rorism. Hundreds  of  mil- 
lions   are  thought 
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dChips.White  Chips.  Blue  Chips. 


The  quiet  clicks  of  red  and  white 
chips  add  up  to  a  roar  of  blue-chip  busi- 
ness at  American  casino  hotels  —  over 
$7  billion  in  1985  revenues.  And  more' 
and  more  of  that  business  is  Bally  business. 

Bally's  Atlantic  City  is  an  estab- 
lished leader  — and  the  city's  most 
consistently  profitable  casino  hotel.  And 
the  former  MCMGrand  Hotels  are  now 
Bally's  Las  Vegas  and  Bally's  Reno  casino 
hotels.  Which  makes  Bally  a  major  player } 
in  those  major  markets. 

But  casino  hotels  are  just  one 
part  of  Bally's  strength  in  the  leisure 
business  category.  Which  should  come  as 
no  surprise  —  because  Bally  created  the 
leisure  business  category.  Besides  casino 
.hotels,  Bally  is  the  leader  in  four  other 
major  areas  of  the  category  —  public 
lottery  games,  gaming  equipment,  health 
and  fitness  centers,  and  amusement 
games  and  arcades.  And  no  one  can  match 
the  presence  of  Bally's  Six  Flags  in 
regional  theme  parks. 

Leisure  is  America's  most  exciting 
growth  industry  —  $25  billion  in  revenues 
last  year,  with  a  growth  rate  almost  seven 
times  the  GNjP!  And  with  sales  of  over 
$1.6  billion,  Bally  is  a  growing  and 
diversified  leader  in  this  growing  industry. 

Because  wherever  America  spends 
its  leisure  time,  Bally  leads  the  way. 

For  more  information,  write 
William  H  Peltier,  VJR  Corporate 
Communications,  8700  W.  Bryn  Mawr, 
Chicago,  IL  60631. 

THE  LEISURE  LEADER. 


CallXRowe  Price  ft 


For  the  facts  and  the  funds 

call  the  IRA  Answer  Line:  1-800-IRA-5000 


If  you're  confused  about  the  new  ERA  rules, 
you're  not  alone.  Call  the  T.  Rowe  Price  IRA 
specialists.  We'll  help  you  understand  how 
the  changing  tax  rules  may  affect  you  and 
your  ERA  investments  now  and  in  the  future. 

For  1986,  you  can  get  a  $2,000  tax 
deduction! 

For  1986  tax  year,  you  can  still  contribute  to 
your  IRA  and  take  up  to  a  $2,000  deduction, 
regardless  of  your  tax  bracket  or  other  retire- 
ment plans.  Also  by  investing  now  you  may 
benefit  from  extra 
months  of  tax-deferred 
compounding. 

For  1987  and 
beyond,  get  the  facts 
from  our  IRA 
specialists 

Starting  with  tax-year 
1987,  the  rules  regarding 
IRA  deductibility  change 
for  many  people.  How- 
ever, it  is  estimated  that 
over  75%  of  investors  will  still  be  eligible  for 
either  a  total  or  partial  deduction  for  ERA  con- 
tributions. 

Call  the  T.  Rowe  Price  ERA  specialists  for 
help  sorting  through  the  new  laws.  We  can 
tell  you  how  you  may  be  affected,  and 
whether  you  can  deduct  any  or  all  of  your 
1987  ERA  contributions. 

Benefit  from  the  opportunity  for  tax- 
deferred  compounding! 

Whether  you  can  deduct  future  ERA  contribu- 
tions or  not,  the  powerful  advantages  of  tax- 
deferred  compounding  in  an  ERA  haven't 
changed  at  all. 

This  means  that,  in  an  ERA,  where  earnings 
and  capital  gains  can  compound  free  of  current 
taxes,  your  money  can  grow  faster  than  it 
would  in  a  taxable  account.  And  the  longer  you 


invest  in  your  ERA,  the  greater  this  ERA  ac 
tage  can  be.* 

Our  IRA  specialists  can  help  with 
investment  choices,  too 

Deciding  what  types  of  investments  will 
suit  your  needs  can  be  confusing.  Our 
specialists  can  help  you  choose  the  invest 
ments  that  match  your  needs  for  safety,  in 
come  and  growth.  Just  call  or  write,  and  v 
send  you  a  fact-filled  ERA  Planning  Kit  wi 
answers  that  can  help  you. 


Our  trained  IRA  specialists  and  updated  IRA  Planning  Kit 
can  give  you  the  answers  you  need. 


To  protect  your  mo: ; 
choose  safety 

When  a  most  consen 
rive  investment  polic 
called  for— generally, 
when  you're  approac 
retirement— an  inves; 
ment  such  as  a  mone 
fund,  that  emphasize 
stability,  may  be  your  I  i 
best  ERA  choice. 
Money  funds  are  dr 
signed  to  protect  your  principal,  and  give  ft 
competitive  money  market  yields.  Of  couil 
whatever  stage  of  retirement  planning  yoil 
in,  you  might  want  to  include  some  "safetl 
investments  in  your  portfolio.  When  comtll 
with  other,  more  aggressive  investments,  I 
can  give  your  ERA  greater  balance  and  div<| 
fication.  T.  Rowe  Price  offers  two  money  fi  I 
for  ERAs : 

•  The  Prime  Reserve  Fund 

•  The  U.S.  Treasury  Money  Fund 

To  seek  a  steady  rate  of  return,  choose 
income 

Funds  that  emphasize  income  can  offer  get 
ally  greater  rewards,  with  greater  risks,  th;| 
money  market  funds.  And  because  inconv 
funds  seek  to  provide  you  with  a  steady  ra 
of  return,  the  growth  of  your  IRA  can  be  ei! 


*0f  course,  investment  results  are  not  guaranteed.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor.  Member  SIPC 
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l  answers  now! 


it  ?d  through  tax-deferred  compounding. 
C  ir  income-oriented  funds  include  both 
I  and  bond  funds,  and  are  suitable  for  a 
n  ;  of  goals.  These  funds  include: 

I  GNMA  Fund 
H !  High  Yield  Fund 
n  |  Equity  Income  Fund 

ii  more  aggressive 
>j  oach  to  your  IRA, 
itse  growth 

u  Is  that  aim  for  capital 

0  th  are  an  important  part 
cj  aggressive,  long-term 
E  strategy.  They  can  offer 
ri  itially  higher  returns 
t  greater  risks  than  many 
It  investments.  So  the  more 
c ;  you  have  until  you  plan  to  retire,  the 

e  :er  the  proportion  of  growth  funds  you 

1  it  include  in  your  ERA.  We  currently  offer 
■l  equity  growth  funds,  including: 

E  New  America  Growth  Fund 
E  International  Stock  Fund 
e  Growth  Stock  Fund 
lie  Capital  Appreciation  Fund 

IRA  specialists  make  IRAs  easy 
id  there  are  no  sales  charges! 

owe  Price  is  a  leader  in  offering  mutual 
Is  for  retirement  investing.  This  IRA 
•on  we  offer  15  funds  including  the  9 
d  here,  which  may  all  be  appropriate  for 
r  IRA.  Each  fund  has  a  low  $500  mini- 
n  initial  investment.  Our  wide  range  of 
ices  includes: 

)  charge  to  buy  or  redeem  shares  at  the 

3n  current  net  asset  value 

Be  automatic  reinvestment  of  dividends 

se  exchange  among  T.  Rowe  Price  Funds 

sy  transfer  and  rollover 

Jtomatic  payroll  deduction  plans 

-hour  account  information 

uarterly  financial  information 

iscount  Brokerage  Service  for 

'lf-Directed  IRAs 


We  '11  help  you  select  the  income,  growth,  or  safety  moves 
that  match  your  investment  needs. 


Need  help  opening  or  transferring  your 
IRA?  Our  specialists  are  at  your  call! 

Opening— or  transferring—  an  IRA  is  easy  with 
help  from  T.  Rowe  Price. 
Just  give  our  service  special- 
ists a  call  at  our  exclusive 
toll-  free  ERA  Answer  Line. 
We'll  tell  you  everything 
you  need  to  know  about 
opening  an  ERA  or  about 
transfers  and  rollovers, 
and  we'll  even  help  you 
with  the  paperwork. 

We'll  also  send  you  a 
free  ERA  Planning  Kit, 
filled  with  valuable  up-to- 
date  information.  Just 
return  the  coupon,  or  call 
the  ERA  Answer  Line  toll-free  weekdays  8:30  am 
to  8:00  pm,  Sundays  10:00  am  to 
4:00  pm  EST:  1-800-1 RA-5000. 


r 


Send  for  your 
free  updated  IRA 
Planning  Kit 


Mail  to:  T.  Rowe  Price 

100  East  Pratt  Street 
Baltimore,  MD  21202 
Send  me  your  free  IRA  Planning  Kit 
and  a  prospectus  for  the  Fund(s) 
indicated  below,  with  more  complete 
information,  including  management 
fees  and  other  charges  and  expenses. 
I  will  read  them  carefully  before  I 
invest  or  send  money. 


Please  fill  in  Fund  name(s). 

□  Send  information  on  Discount  Brokerage 


Name 


Address 


City 

( 


State 


Zirj 


R578 


Phone 


□  Home    □  Business 


L 


Invest  With  Confidence  IUh 
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Call  the  IRA  Answer  Line:  1-800-IRA-5000 


Textron  Inc. 

has  acquired 

Ex-Cell-O  Corporation 


We  initiated  this  transaction  and  acted  as 
financial  advisor  to  Textron  Inc. 


Bear,  Stearns  &  Co.  Inc. 

New  York/Atlanta/Boston/Chicago/Dallas/Los  Angeles/San  Francisco 
Amsterdam/Geneva/Hong  Kong/London/Paris 

October  1986 


Colt  Industries  Inc 


Shareholders'  Leveraged  Recapitalization 


We  acted  as  financial  advisor  to  the  Trustees  of 

the  Retirement  Savings  Plan  for  Salaried  Employees  of 

Colt  Industries  Inc. 


Bear,  Stearns  &  Co.  Inc. 

New  York/Atlanta/Boston/Chicago/Dallas/Los  Angeles/San  Francisco 
Amsterdam/Geneva/Hong  Kong/ London/Paris 


October  1986 


alian  intelligence  sources  to  be 
leeping  as  dollar  reserves  in  Lebanese 
nd  Gulf  banks. 
But  the  good  stuff,  that  freshly  laun- 
tllered  money,  the  Milanese  sell  to  the 
I  tight  parties  for  as  much  as  30  cents 
iiki  the  dollar.  (For  the  plain  paper  vari- 
ety they  can  get  only  a  dime.)  If  this 
jiloesn't  go  directly  to  the  U.S.,  it  goes 
t'or  drugs.  Fully  half  of  all  Italian  coun- 
l  i  erfeit  activity  is  drug  related. 

Italian  police  are  now  working  on  a 
pease  where  the  Sicilian  Mafia  sold  $3 
jfinillion  in  washed  notes  to  a  Bolivian 
jilealer  for  $1  million  worth  of  drugs. 
■The  Bolivian  then  exchanged  the 
^counterfeit  for  real  money  at  friendly 
jsLatin  American  banks,  some  of  which 
pie  controls.  Presto:  $1  million  in  co- 
Ifcaine  becomes  $3  million  in  cash. 
iiCountertrade  with  a  vengeance. 
:  Recently  Italian-made   bills,  the 


Central  to  the  problem  is 
the  rank,  simplicity  of  U.S. 
currency,  a  bicolor  job 
that,  compared  with  the 
complicated  multicolor 
notes  of  other  countries, 
practically  screams  copy 
me.  "It's  dead  easy,"  says 
.Detective  Chief  Super- 
intendent John  Bates  of 
[Scotland  Yard.  "Too  easy." 


quality  stuff,  that  is,  have  been  surfac- 
ing in  California.  Some  have  passed 
through  the  Federal  Reserve  System's 
high-speed  sorters  and  bad-bill  detec- 
tors only  to  be  returned  by  commer- 
cial banks — "to  our  embarrassment," 
says  a  Fed  source.  Others  have  been 
rejected  by  the  sorting  machines  but 
tossed  back  into  circulation  by  hu- 
man experts  who,  upon  examination, 
figured  the  machine  goofed. 

Far  from  being  the  loser's  game  it  is 
in  the  U.S.,  overseas  counterfeiting  is 
attracting  the  attention  of  the  Ger- 
mans ($6.4  million  seized  last  year), 
the  Belgians  ($4.4  million),  the  British 
($3.1  million)  and — according  to  Ital- 
ian sources — even  the  Russians.  Ital- 
ian terrorist  gangs  like  the  Red  Bri- 
gades have  been  busted  holding  coun- 
terfeit that  wasn't  made  in  Italy.  The 
Italians  say  it's  KGB. 

Counterfeiting,  so  far,  has  mainly 
been  a  question  of  relatively  isolated 
personal  losses  and  inconvenience. 
But  the  Secret  Service  is  worried  that 
things  could  easily  get  out  of  hand, 
especially  with  those  superior-quality 
Italian  notes  creeping  into  general  cir- 
culation. The  Treasury  understand- 
ably figures  nothing  good  can  come  of 
even  a  small  loss  of  confidence  in  U.S. 
currency.  One  G-man  visiting  Sydney 


Put  your  money  where 
today's  high  yields  are:  11.71 


The  T.  Rowe  Price  High  Yield  Fund 

This  Fund  capitalizes  on  some  of  today's  high-yielding  opportunities 
by  investing  in  long-term,  medium-to-lower  quality  bonds.  Aggressive 
management  and  diversification  help  to  provide  high  current  income  and 
reduce  risk;  however,  yield  and  share  price  will  vary.  For  the  12-month 
period  ending  10/30/86,  the  high  price  was  $11. 26,  and  the  low  was  $10.39. 
No  Sales  Charges! 

The  minimum  investment  is  $1,000  ($500  for  ERAs)  ^ter^ 
and  there  are  no  sales  charges.  CElaSl* 

« .-soa«8-566o.         T.  R0We  f free  flj^ 


Invest  With  Confidence 


Jttmk 


11.71 


Mail  to:  T.  Rowe  Price 

100  East  Pratt  Street,  Baltimore,  MD  21202 

Send  a  prospectus  with  more  complete  information, 

including  management  fees  and  other  charges  and 

expenses.  I  will  read  it  carefully  before  I  invest 

or  send  money. 

Alsosendafreeinformationkitfor:  □  IRA  □  Keogh 

Name 


Address 


City 


State 


Zip 


H825 


Get  higher  current  yields:  call  1-800-638-5660 


*  Average  annualized  yield  for  the  30  days  ending  10/30/86  based  on  an  average  price  per  share  of  $10.94. 
Average  maturity  during  this  period  was  11.4  years.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Anyone 

can  offer  collating, 
duplexing  and  color. 

But  our  most 
important  feature 
cant  be  copied... 


HARRIS  3M 

DOCUMENT  PRODUCTS,  INC. 


Discontent 
The  most  valuable  management  asset, 
the  most  difficult  to  keep 


When  is  management  most  likely  to  lose 
the  discontent  that  alone  keeps  a  company 
climbing'? 

Usually  after  it's  become — or  even  gotten 
close  to  becoming— the  industry  leader. 

There's  a  great  difference  between  getting 
there  and  being  there. 

Something  happens  to  the  discontent. 


It's  never  too  late  to  revive  it.  Or  to  have 
somebody — like  us.  for  example — show  you 
why  and  how  to  revive  it. 

Chances  are.  of  course,  your  first  discon- 
tent will  be  with  us. 

Over  why  we  didn't  let  you  hear  about  us 
sooner. 


Alexander  Proudfoot 

Specializing  in  the  Installation  of  Productivity  Improvement 

and  Profit  Enhancement 


The  Alexander  Proudfoot  Worldwide  Family  of  Companies.  Founded  1946.  Executive  Offices:  249  Royal 
Palm  Way.  Palm  Beach.  FL  33480  (800-843-4877).  Operating  in  the  United  States.  Canada  (Toronto 
416-862-7543).  Mexico  (Mexico  City  905-254-6711).  Brazil  (Sao  Paulo  011.283.2533).  Great  Britain. 
France.  Federal  Republic  of  Germany.  Italy.  Spain.  Portugal.  Denmark.  Ireland.  Luxembourg.  The 
Netherlands.  Belgium  (Brussels  2.511.0640).  Hong  Kong.  Malaysia  Singapore  (65.225.4646). 
This  message  prepared  by  Alexander  Proudfoot  Communications.  L.P. 


(In  Florida  Call  305-655-9300.) 
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Proven  international  expertise:  up  2170/o*! 
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ijcently  said  banks  there  refused  to 
jjiange  genuine  $100  bills.  Aussie 
^inkers  reported  a  flurry  of  bad  C- 
;;)tes.  What's  a  flurry?  Eleven  bills. 
t  Central  to  the  problem  is  the  rank 
innplicity  of  U.S.  currency,  a  bicolor 
,i  b  that,  compared  with  the  compli- 
s  hted  multicolor  notes  of  other  coun- 
■ies,  practically  screams  copy  me. 
t  t's  dead  easy,"  says  Detective  Chief 
r  jperintendent  John  Bates  of  Scot- 
if  nd  Yard.  "Too  easy." 
i  To  make  it  more  difficult,  the  Trea- 
i  lry  in  1987  will  start  distributing 
c  nproved  notes  with  two  security  de- 
tices:  a  band  of  microprinting  around 
3  le  portrait  (some  security:  It's  only  a 
|| lurry  line  to  the  naked  eye)  and  a 
i  lastic  strip  within  the  paper  that, 
i  dien  held  up  to  light,  reveals  the 
|:enomination.  This  may  defeat  the 
E  ffice-copier  jockeys,  but  even  Secret 

talian  police  are  on  a  case 
vhere  the  Sicilian  Mafia 
•old  $3  million  in  washed 
totes  to  a  Bolivian  dealer 
or  $1  million  of  drugs.  The 
Bolivian  exchanged  the 
ounterfeitfor  real  money 
it  friendly  Latin  American 
tanks,  some  of  which  he 
controls.  Presto:  $1  million 
n  cocaine  becomes  $3 
nillion  in  cash. 


Service  experts  admit  it  won't  slow 
:he  pros  much.  Non-U. S.  counterfeit- 
ers have  been  inserting  similar 
strips — metallic — in  counterfeit  Eu- 
'opean  currency  for  years.  Besides, 
currency  experts  say  American  shop- 
Keepers  won't  examine  cash  aggres- 
sively: "It  gets  customers  angry." 

Ultimately,  the  Treasury  may  have 
'to  overcome  its  fear  of  tampering  with 
the  almighty  dollar  by  introducing 
different  sizes  for  different  denomina- 
tions (or  same-size  notes  distinctively 
notched  or  perforated).  This  would  at 
least  close  down  the  Milanese  laun- 
dry. Multicolored  hologram-like 
printing,  hard  to  copy  mechanically 
because  it  shows  a  different  face  at 
different  angles,  is  probably  the  ulti- 
mate anticounterfeit  weapon.  But 
these  are  political  decisions,  and  no- 
body sees  political  gain  in  fiddling 
with  the  currency  we  know  and  love. 

"Americans  don't  examine  their 
money,"  says  Peter  Cavicchia  of  the 
Secret  Service.  "They  count  it."  This, 
too,  may  change:  When  Lincoln  estab- 
lished the  Secret  Service  in  1865,  as 
much  as  a  third  of  the  currency  in 
circulation  was  not  made  by  Uncle 
Sam.  But  then,  at  least,  it  was  made  in 
the  U.S.A.* 


T.  Rowe  Price  International  Stock  Fund 

By  investing  primarily  in  companies  in  Europe  and  the  Pacific  Basin, 
this  Fund  has  had  a  217%  total  return  since  its  inception  in  1980*  Our 
investment  managers  have  proven  themselves  in  up  and  down  markets, 
and  in  periods  of  strength  and  weakness  for  the  American  dollar. 

This  Fund  may  be  an  excellent  choice  if  you  can  assume  the  special 
risks  of  international  investing.  The  minimum  investment  is  $1,000 
($500  for  IRAs)  with  no  sales  charges.  Call  weekdays  8:30  am  to  8  pm, 
Sundays  10  am  to  4  pm  EST:  1-800-638-5660. 

T.RowefticeMl 

Invest  With  Confidence  WmJmk 

T.  Rowe  Price,  100  E.  Pratt  St.,  Baltimore,  MD  21202 
Send  a  prospectus  with  more  complete  information, 
including  management  fees  and  other  charges  and 
expenses.  I  will  read  it  carefully  before  I  invest  or 
send  money. 


'The  Fund  gained  217%  from  inception  5/9/80  to  9/30/86  and  75%  from  9/30/85  to  9/30/86.  Figures 
include  changes  in  principal  value,  reinvested  dividends  and  capital  gains  distributions— see  page  9  of 
the  Statement  of  Additional  Information.  Market  conditions  fluctuated  and  past  performance  is  not 
indicative  of  future  results.  T.  Rowe  Price  Investment  Services,  Inc.,  Distributor. 


Find  out  what  they 
can  do  for  you. 

When  you  get  a  Harris/3M  copier, 
you  ll  get  a  feature  no  one  else  can 
offer.  Harris/3M  people.  Respon- 
sive people  you  can  always  count 
on.  People  who  know  their  busi- 
ness and  know  how  to  help  make 
yours  run  more  efficiently.  Why 
not  find  out  just  how  much  they 
can  do  for  you?  Simplv  call  1-800- 
543-9598  (or  1-800-543-8829  in 
Ohio).  Or  mail  in  this  coupon. 


*J\P)  I'lcase  call  me  to  set  up  an  appoint- 
ff  "rnent  for  a  free  demonstration. 


Name. 
Organization_ 
Address  


.Phone. 
_Zip_ 


HARRIS/3M 

DOCUMENT  PRODUCTS,  INC. 


i'O.  Box  7X5.  Dayton, OH 45401 


J  ! 


THE  BEST  TRAINED  CASH  MANAGERS 
ALL  COME  FROM  THE  SAME  UNIVERSITY 


It  may  not  have  an  ivy -covered 
campus  or  even  a  football  team. 

But  Cash  Management  University* 
turns  out  the  highest  quality  cash 
managers  around. 

That's  because  Cash  Management 
University  is  a  unique  banking 
school  within  Mellon  Bank.  It 
offers  continuing  education  for 
over  500  Mellon  professional  cash 
managers  and  bank  personnel. 

Along  with  their  full  time  jobs  at 
Mellon,  these  "students"  take  an 
average  of  six  courses  a  year. 


The  full  year's  schedule  includes 
over  60  courses  designed  to  keep 
our  cash  managers  up  to  date  on 
the  latest  technology.  They  study 
everything  from  traditional  collec- 
tion and  disbursement  systems  to 
advanced  electronic  payment  and 
information  reporting  services. 

Of  course,  a  quality  cash  man- 
agement education  means  more 
than  just  learning  about  the 
latest  technology.  It  also  means 
learning  how  to  apply  it  to  meet 
our  customers'  needs. 

To  do  that,  we  make  sure  every 


course  includes  special  emphasi 
on  customer  service. 

What's  more,  most  new  represei 
tatives  spend  at  least  a  year  on 
the  job  under  the  guidance  of  ar 
experienced  cash  management 
officer.  This  way,  our  cash  man 
agers  not  only  learn  to  recognia 
customer  problems,  but  also  the 
best  ways  to  solve  them. 

It's  simply  another  one  of  the 
benefits  of  a  quality  education- 
not  only  for  the  students  of  Cash 
Management  University,  but 
also  for  our  customers. 


©  Mellon  Bank 

Quality  banking. 


How  would  a  stockbroker  who  has  no 
Pretensions  as  an  operating  manager  run 
a  conglomerate?  This  little-known  success 
story  provides  an  interesting  answer. 

|      Hands -off 
managers 


By  Robert  McGough 


T|he  $1.4  billion  (sales)  Dover 
Corp.  is  a  leading  maker  of 
bearings,  lifts,  nozzles,  sucker 
rods,  insertion  machines,  ball-screw 
actuators  and  master-slave  manipula- 
tors. Never  heard  of  it?  That  could  be 
because  all  of  Dover's  41  lines  are 
I  industrial  businesses,  mostly  obscure 
;ones.  (Sucker  rods  go  into  oil  pumps. 


Actuators  and  manipulators  are  used 
in  factory  controls.)  It  could  also  be 
because  Dover  doesn't  have  a  public 
relations  department.  Indeed,  the 
New  York  City  headquarters  staff  of 
this  conglomerate  is  only  20  people, 
including  5  executives. 

Those  5  guys  evidently  know  what 
they're  doing.  Net  last  year  was  $100 
million,  or  $2.83  a  share,  up  from  $23 
million  a  decade  ago.  With  some  of 


its  biggest  customers  in  the  depressed 
petroleum  and  computer  industries, 
Dover  will  be  lucky  to  do  $2.40  a 
share  this  year.  But  over  the  long 
term  its  success  is  striking.  Dover's 
five-year  average  return  on  equity  is 
21.7%,  better  than  that  of  any  other 
large  conglomerate. 

Not  for  Dover  the  painful  cuts  in 
middle  management  and  corporate 
staff  you  see  at  Chevron  and  CBS. 
Overhead?  The  company  has  no  cor- 
porate director  of  sales,  personnel, 
compensation  or  corporate  planning, 
and  no  internal  audit  staff. 

The  modus  operandi  here  is  simple: 
Dover  is  more  a  portfolio  of  compa- 
nies than  a  conglomerate.  It  lets  its 
subsidiaries  run  their  own  businesses. 
That  is  the  main  attraction  of  Dover 
to  a  business  owner  who  gets  a  buyout 
offer,  and  it  is  the  main  reason  the 
business  continues  to  run  well  after 
he  does  sell.  The  chief  task  of  Dover 
headquarters,  led  by  50-year-old  Presi- 
dent Gary  Roubos,  is  to  take  the  cash 
produced  by  these  businesses  and  buy 
more  like  them. 

Binghamton,  N.Y. -based  Universal 
Instruments  Corp.,  the  world's  largest 
maker  of  printed  circuit  board  assem- 
blers, sold  out  to  Dover  in  1979.  Now 
its  business  is  severely  depressed,  be- 
cause computer  manufacturers,  with 
sales  down,  are  loath  to  spend  money 
on  more  circuit  board  assemblers.  Is 
Dover  intervening?  No.  Universal 
President  John  Pomeroy  says  he 
speaks  with  Roubos  only  half  a  dozen 
times  a  year.  He  tells  a  reporter,  "I've 
worked  for  two  other  companies  that, 
on  the  surface,  operate  very  much  like 
Dover.  I'd  get  three,  four  telephone 
calls  a  day.  I've  talked  to  Gary  Roubos 
once  in  the  last  I  don't  remember  how 
long,  and  that  was  yesterday  when  I 
called  him  up  to  see  who  the  hell  you 
were."  Roubos  probably  didn't  offer 
much  hands-on  advice  in  handling  in- 
terviews, since  he  almost  never  grants 
them  himself.  Universal  Instruments 
was  on  its  own. 

But  when  Universal  needs  some- 
thing from  Dover — such  as  $10.5  mil- 
lion recently  to  build  a  plant — it 
doesn't  have  to  communicate  through 
a  bureaucracy.  "You  were  dealing 
with  principals,  with  decision  ma- 
kers," says  Thomas  Bell,  Universal's 
chief  financial  officer.  How  often  do 
you  find  a  chief  financial  officer  at  a 
subsidiary,  anyway? 

By  offering  continued  indepen- 
dence, Dover  can  pick  up  companies 
at  bargain  prices.  "I  didn't  want  to 
surrender  a  nice  little  company  to 
someone  who  was  going  to  gobble  it 
up  and  destroy  it,"  says  J.  Donald 
Ahearn,  whose  family  was  Univer- 


"The  fines  do  n 
they  should  join  i 


«— — ■ ^ ■■■■■■■■■■■■■■■■■■■■■■■■■■ 

iand  alone, 
t  glorious  unity. 


NEC  Perspective:  da  Vinci  described  it  nearly  500 years  ago. 


The  unity  of  the  lines  in  Leonardo 
da  Vinci's  drawings  captures  the  heart  of 
C&C,  the  NEC  perspective  that  points 

the  way  to  the  integration 
of  computers  and  com- 
munications. To  unify  the 
modern  office,  you  need 
both,  working  together. 
That's  one  reason 
why  our  remarkable 
NEAX  2400  Informa- 
tion Management 
System  is  more  than 
li a  powerful  digital  Private  Branch 
B Exchange.  It  works  to  unite  your  office 
(equipment  into  a  total  integrated  system. 
I Its  voice,  text,  image  and  data  capabilities 
I  allow  you  to  build  a  system  to 
II your  design. 

Voice  and  data  capabil- 
ities are  further  enhanced 
flwhen  you  connect  the 


M  ]J|  Iff 

I  mm 

■mm  LiaLai.il 


NEAX  2400toD-term 
digital  telephones  and  the 
I  new  APC  IV  computer. 
A  perfect  blend  of  com- 
patibility and  power,  the 
APC  IV  runs  all  the  most 
!  popular  software. 

NEC  BIT  Series  fax 
|  terminals,  cellular  mobile  H°~ 
!  telephones  and  teleconference  systems 


can  also  be  integrated  with  NEAX  2400 
...  in  networks  with  fiber  optic,  microwave 
or  satellite  transmission  links. 

Every  NEC  product  is  a  strong 
individual  performer.  Combined,  they're 
even  better.  They  interface  smoothly 
with  other  suppliers'  equipment, 
so  it's  easy  to  form  the  exact  system 
you  need. 

As  da  Vinci  said,  "The  lines  do 
not  stand  alone."  And 
neither  do  our  products. 
NEC  offers  leadership 
on  every  level: 


from  super  com- 
puters to  global 
communications 
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networks.  No  otherX^^^y^ 
supplier  matches  our  broad  and  bal- 
anced knowledge  in  computers  and 
communications. 

If  you  would  like  to  learn  more  about 
our  full  range  of  products,  or  uniting 
your  equipment  into  a  total 
integrated  system,  drop  us 
a  line,  or  give  us  a  call. 


NEC  America,  Inc. 
Corporate  Marketing 
8  Old  Sod  Farm  Road 
Melville,  New  York  11747 
Telephone  (516)  293-3015 


NEC 


C&C 

Computers  and  Communications 


LONGINES 


The  thin,  water- resistant 

Gold  Medal 

\fery  Swiss.\ery  Supple.Yery  Sensuous. 

The  look  of  brushed  gold.  Swiss  craftsmanship. 
Longines  quartz  movement.  An  impressive  gift 
for  him,  $575.  For  her,  $550.  Also  available  in  all-gilt  dial. 


i  


Source:  Don  Bowdren  Associates.  1985 


sal's  biggest  shareholder  before  Dove 
bought  it.  Universal's  operating  in 
come  repaid  Dover's  $56  million  ac 
quisition  cost  in  less  than  three  years 

This  congeries  came  together  in  th» 
early  1950s,  when  a  New  York  stock 
broker,  George  Ohrstrom,  wanted 
someone  to  run  a  few  companies  h\ 
had  bought  in  the  1930s  and  194od 
His  choice  was  Fred  Durham,  now  88 
and  living  in  Warsaw,  Va.  Says  Durj 
ham,  "I  did  not  believe  in  having  s 
man  who  specialized  in  labor  relal 
tions  and  another  in  sales  to  go  ou 
and  tell  these  boys  how  to  do  it." 

Thomas  Sutton,  a  man  of  chansiru 
and  gusto  who  became  president  in 
1964  and  remains  chairman,  took  Doi 
ver  into  the  big  time.  On  a  fishing  tnj 
together,  Durham  says,  Sutton 
stopped  the  boat  and  asked  a  guide  tc 
explain  how  to  catch  a  lobster  in  tfoi 

By  offering  continued 
independence,  Dover  can 
buy  companies  at  bargain 
prices.  "J  didn't  want  to 
surrender  a  nice  little 
company  to  someone  who 
was  going  to  gobble  it  up 
and  destroy  it,"  says  J. 
Donald  Ahearn,  whose 
family's  circuit-board 
assembler  company  sold 
out  in  1979. 


clear  water  below.  "So  he  gets  down  tc 
his  shorts,"  says  Durham,  "dives  ovel 
and  then  he  [Sutton]  gets  a  lobster." 

Sutton  was  just  as  energetic  fishing 
for  companies  whose  products  are 
market  leaders  and  whose  owners 
could  be  talked  out  of  them  at  five  and 
six  times  operating  income.  Easy  tfl 
see,  hard  to  do. 

Roubos,  who  became  president  in 
1977  and  chief  executive  in  1981, 
hails  from  the  same  Harvard  M.B.A. 
class  as  Frank  Lorenzo  and  William! 
Agee.  Roubos  has  changed  Dover's 
management  by  dividing  its  41  sub 
sidiaries  into  five  groups,  each  with) 
its  own  president  and  board  of  direc 
tors.  These  group  offices  are  small — 
only  three  to  five  people  work  in  each 
office — but  this  represents  a  radical 
step  for  Dover. 

Dover,  which  will  spend  $75  mil 
lion  on  acquisitions  this  year,  also 
spent  $45  million  in  the  first  nine 
months  buying  its  own  stock.  Small, 
privately  owned  manufacturing  gems 
aren't  as  cheap  anymore  (see  ston,  p. 
56).  The  challenge  for  Roubos  will  be 
to  keep  the  old  management  by  dis- 
persion as  Dover  gets  larger  and  larg- 
er. And  to  discover,  if  that's  possible, 
the  next  generation's  Tom  Sutton. 


Put  your  warehouse 
on  wheels. 


dollar  family  of  companies  with  services  in  truck 
leasing  and  rental,  maintenance,  personnel 
leasing,  contract  carriage,  common  carriage, 
distribution  center  services,  bulk  transport,  and 
logistics  consulting. 

Put  Lease  way's  innovation  to  work  for  you. 


I 


T  3se  rolling  warehouses  are  not  a  new  idea. 
F r  years,  they've  been  known  as  trucks. 

But  link  them  together  in  a  Just-In-Time 
d  ivery  system,  and  suddenly  new  productivity 
is)ossible. 

The  key  is  to  replace  your  inventory  with 
ir  ovation.  The  kind  Leaseway  Transportation 
I  npanies  have  developed  in  over  35  years  of 
e  Derience  with  Just-In-Time  delivery 

A  Leaseway®  Just-In-Time  program 
p  >vides  a  lot  more  than  trucks.  Among  the 
U  ils  we  employ  are  state-of-the-art  materials 
tr  sking  technology,  Electronic  Data  Inter- 
change and  computerized  decision  support 
n  dels.  If  you  are  thinking  Just-In-Time,  now  is 
tl  i  time  to  call.  1-800-428-0042.  In  Ohio, 
1  (00-428-0028.  Or  mail  the  coupon  today. 

Leaseway  Transportation.  A  1.4-billion- 

Tl  Leaseway  group  of  companies  includes:  Anchor  Motor  Freight,  Inc  •  Fleet  Transport  Company,  Inc  •  Midwestern  Distribution.  Inc.  •  Refiners  Transport 
*  rminal  Corporation  •  Signal  Delivery  Service,  Inc.  •  Transco  Group.  Inc 


Leaseway  Transportation  Inquiry  Center.  PO  Box  6212. 
Cleveland,  OH  44101 

Attention:  Mr  C  Mark  Jones,  Vice  President,  Marketing  and  Sales 
Send  me  more  information  on  Leaseway  s  innovative  services 

Name:  Title:  

Phone  Number:  

Company:  

Address   

City:  


.  State: 


.Zip: 


I 
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Leaseway 

JJF  Transportation 


You  know  all  about  the  hazards  of  going 
into  a  limited  partnership — overpriced 
properties,  upfront  fees.  Now  consider  the 
hazards  of  staying  in  one. 


Pig  in  poke 


By  Laura  R.  Walbert 


It's  been  real  bad.  We  get  $7.50  a 
quarter  and  that's  about  it,"  says  a 
resigned  Warren  Lyman.  Lyman, 
an  Oakland,  Calif,  wall-covering 
salesman,  is  talking  about  a  $5,000 
investment  he  made  in  a  California 
real  estate  limited  partnership  in 
1977.  "There's  nothing  you  can  do.  I 
wrote  to  the  guy  to  ask  when  we 
could  expect  results.  I  never  heard  a 
word  back." 
It's  a  familiar  tale.  But  neither  that 


experience  nor  a  sagging  real  estate 
market  has  slowed  the  rush  of  money 
into  real  estate  limited  partnerships. 
To  be  sure,  tax  reform  has  made 
heavily  leveraged  shelter  deals  passe. 
But  investing  continues  apace  among 
unleveraged  (or  "income-oriented") 
real  estate  partnerships.  Raising  $3.9 
billion  through  September  of  this 
year,  the  unleveraged  deals  are  at- 
tracting as  much  money  as  last  year, 
says  syndication  expert  Robert  A. 
Stanger  &.  Co. 
Yet  investing  in  real  estate  may  be 


 _ 


trickier  now  than  ever.  "Without  in 
flation,  without  tax  writeoffs,  proper 
ty  management  and  cost  control  ar 
more  important.  You  have  to  be  mo 
nuts-and-bolts  oriented,"  says  Kev 
Gannon,  a  partner  with  Stanger. 

How  well  a  partnership  is  manage 
is  hard  for  investors  to  monitor.  Then 
are  few  analysts  of  real  estate  partnerj 
ships,  and  financial  reporting  can  b« 
confusing  and  skimpy.  Says  Stephen 
Kurtz  of  Denver-based  accountantl 
Shenkin,  Kurtz,  Baker  &  Co. 
"There's  nothing  like  an  earnings-peri 
share  calculation.  In  a  limited  part) 
nership,  they  report  your  share  o| 
earnings,  losses  and  cash  distribu- 
tions, but  getting  $10  this  year  doesn't 
necessarily  mean  you'll  get  $10  next 
year." 

If  your  partnership  is  mismanaged 
your  options  are  bleak.  The  markel 
for  selling  used  partnership  units  is 
thin  (Forbes,  Nov.  3).  A  proxy  fight 
may  be  in  vain.  "Most  contracts  sa)j 
even  if  you  kick  the  general  partnei 
out,  he  still  gets  his  compensation," 
says  Barry  Shulman,  of  Bellevue^ 
Wash. -based  shelter  analysts  Shul- 
man &  Co.,  Inc. 

There's  more  than  one  way  to  skin 
an  investor.  Consider  one  case  of  al-jl 
leged  mismanagement:  Cal-Ameri- 
can,  Inc.  Los  Angeles-based  Cal- 
American  raised  $63.5  million  in  nine 
partnerships  and  a  trust,  the  bulk  of  it 
during  the  1970s.  The  partnerships! 
invested  mostly  in  California  shop- 
ping strips.  In  April  the  California  De- 
partment of  Corporations  filed  a  com- 
plaint against  Cal-American  and  its 
president,  Fred  Hameetman.  The  alle- 
gations: that  general  partner  Hameet- 
man imposed  $3  million  in  excessivei 
fees  and  expenses,  and  used  partner- 
ship staff  for  personal  business. 

Cal-American  disputes  the  charges, 
citing  declarations  from  Stanger  and 
Big  Eight  accounting  firm  Arthur 
Young  that  the  accounting  practices 
and  charges  were  normal. 

But  one  wonders.  For  instance,  last 
year  Hameetman  was  lending  money 
to  one  of  the  partnerships  at  19%. 
Hameetman  also  solicited  limited 
partners'  approval  to  pay  3%  real  es- 
tate commissions  to  Cal-American 
for  •  selling  partnership  properties. 
What's  wrong  with  that?  Only  that 
investors  were  supposed  to  get  their 
capital  back  before  Cal-American  col- 
lected such  fees.  Yet  in  March  Ha- 
meetman was  asking  for  sales  com- 
missions from  one  partnership  when 
investors  had  yet  to  receive  any  capi- 
tal back,  and  income  partners  were 
receiving  an  annual  1  %  payout. 

Do  you  think  that  the  general  part- 
ner is  hired  to  look  out  for  your  inter- 


"THE  BRUNSWICK  LEADERSHIP  SERIES. 
A 141  YEAR  COMMITMENT  TO  MAKING  LEISURE  PRODUCTS 
THAT  GIVE  CONSUMERS  THE  VERY  BEST  OF  THE  VERY  BEST" 


Jack  Reichert 
Chairman,  Brunswick  Corporation 


BRUNSWICK 
LEADERSHIP  SERIES 
BILLIARD  TABLE 


BRUNSWICK 
LEADERSHIP  SERIES 
BOWLING  BALL  AND  BAG 


ZEBCO®/QUANTUM® 
COLLECTOR'S  SERIES. 


CUSTOM  GOLF  CLUBS 
WITH  BRClNSWICK  SHAFTS, 


MERCURY 
LASER-POWERED 
SPEEDBOAT 


"What  makes  you  a 
leader,  and  keeps 
you  a  leader,  Ls  a 
commitment  to  qual- 
ity. And  ever  since 
we  began  in  1845,  we 
t  Brunswick  have  always  insisted  that 
uality  be  inherent  in  every  product  we 
riake.  That  is  why  without  question,  we  are 
he  leader  in  every  leisure  market  we  serve. 
"The  Brunswick  Leadership  Series  is  a 
inique  Collection  of  limited  edition  prod- 
icts  that  represent  the  very  best  of  the  very 
•est.  Each  product  in  the  Collection  is  a 
ribute  to  our  people;  and  a  symbol  of  our 
41  year  commitment  to  technology,  inno- 
ation  and  quality. 

lercury  Laser-powered  speedboat. 

Tie  boat:  A  21-foot  vee-bottomed  guided 
nissile,  the  Seebold  Eagle  Speedboat  is 
lesigned,  built  and  rigged  by  the  legendary 
Sill  Seebold,  owner  of  more  outboard  rac- 
ng  titles  than  anyone  else  in  the  water. 

The  engine:  A  new  Laser  220  XRi  out- 
>oard,  the  latest  product  of  Mercury's 
egendary  tradition  of  performance 
:ngineering  leadership.  The  world's  first 
ind  only  fuel-injected  production  outboard, 
he  Laser  is  a  2.4  litre  V-6  that  delivers  220 
lorsepower  to  the  prop.  A  limited  edition  of 
>0  rigs,  completely  assembled  and  ready  to 
io\  $30,000. 

1986  Brunswick  Corporation 


Custom  golf  clubs  with  Brunswick  shafts. 

The  tour  standard  in  custom  made  fre- 
quency matched  golf  shafts,  fashioned  into 
golf  clubs  that  will  be  tailored  especially  for 
you,  by  a  renowned  maker  of  custom  clubs. 
Brunswick  Golf's  revolutionary  frequency 
calculator  will  correlate  your  average  driv- 
ing distance  to  the  ideal  shaft  flexibility, 
your  preferred  swing  weight  and  club 
length.  The  result:  a  set  of  Precision  FM 
Shafts,  each  one  perfectly  matched  to  your 
swing.  All  held  in  a  deluxe  golf  bag  with 
embroidered  name  plate.  A  limited  edition 
of  50.  $1600.  

Zebco®/Quantum®  collector's  series. 

Something  unique  and  special  for  the  fish- 
ing enthusiast!  Quality,  elegance  and  per- 
formance in  a  matched  set  of  three  superb 
reels ...  a  Quantum  spinning  reel,  Quantum 
baitcast  reel  and  a  Zebco  33  Classic  spin- 
cast  reel . . .  each  one  precision  engineered 
for  a  lifetime  of  smooth,  flawless  and  de- 
pendable operation.  Perfection  crafted  into 
every  detail.  All  richly  showcased  in  a  hand- 
some walnut  presentation  case.  Each  reel 
personally  engraved  with  the  owner's  name. 
A  limited  edition  of  100.  $250. 

Brunswick  leadership  series  bowling  ball  and  bag. 

The  ultimate  in  performance  and  style.  The 
striking  black  ball  of  high  performance 
urethane  is  designed  for  today's  lane  con- 
ditions, and  is  personally  engraved.  The 

BRUNSWICK 

QiwrF  184';  a  Kin  crni  i  tup  i  pahpr 


luxurious  bag  is  handcrafted  of  the  finest 
leather  accented  with  genuine  reptile  trim 
and  custom  embroidered  with  your  name. 
A  limited  edition  of  500.  $300. 

Brunswick  leadership  series  billiard  table. 

Classic  French  Provincial  styling,  master- 
fully hand  crafted  in  solid  walnut  and  set  on 
a  precision-ground  slate  bed;  then  elegantly 
accented  with  rail  sights  of  precious  gems, 
hand  tooled  leather  pockets,  and  a  gold 
plated  nameplate.  Truly  a  table  for  the  con- 
noisseur! A  limited  edition  of  25.  $15,000. 

Ordering  information. 

All  items  in  the  Leadership  Series  are  cus- 
tom made  to  order,  following  acceptance  of 
order.  Delivery  time  will  vary  depending 
upon  product  selected.  To  place  your  order 
or  for  more  information  on  the  Brunswick 
Leadership  Series,  call  the  Office  of  the 
Chairman,  800-621-6413  (Illinois  residents 
312-262-7783).  Or  write:  Office  of  the 
Chairman,  Brunswick  Corporation,  One 
Brunswick  Plaza,  Skokie,  Illinois  60077. 

Orders  accepted  before  December 
19th  will  receive  a  framed  Certificate  of 
Authenticity  suitable  for  Christmas  giving, 
and  signed  by  Jack  Reichert,  Chairman, 
Brunswick  Corporation;  plus  a  handsomely 
leather-bound  special  edition  of  Brunswick: 
The  Story  of  An  American  Company,  a 
chronicle  of  Brunswick's  141  year  history. 

Prices  include  shipping  in  continental 
U.S.,  installation  and  applicable  sales  taxes. 


"We  had  a  case  where  the 
general  partner  took.  $6 
million  right  out  of  the 

,  squandered  It 
on  gambling  and  lost  the 
dough,"  says  a  securities 
lawyer.  "There  was  nothing 
sophisticated  about  the 
withdrawals.  He  just  wrote 
checks  to  himself." 


ests?  Again,  consider  Cal-Amencan  by 
way  of  illustration.  Last  December 
there  was  a  tender  offer  for  one  of  the 
better-performing  partnerships.  The 
offer  came  from  a  company  in  which 
Hameetman  could  eventually  own 
75%  of  the  stock.  Financial  advisers 
who  persuaded  clients  to  accept  would 
get  a  3%  fee.  A  letter  from  Hameetman 
informed  investors  that  a  recent  out- 
side appraisal  put  the  partnership 
units  at  exactly  the  price  of  the  tender 
offer.  But  when  a  slightly  higher  offer 
came  from  an  affiliate  of  Partnership 
Securities  Exchange,  a  San  Francisco- 
based  buyer  of  used  partnership  units, 
Hameetman  withdrew  support  for  ei- 
ther offer  and  produced  a  property  ap- 
praisal that  would  put  the  partnership 
units  at  more  than  double  the  previous 
price.  What  was  an  investor  to  think? 
Hameetman  won't  talk.  Says  his  law- 
yer: "I  presume  these  [criticisms]  are 
without  substance." 

"It's  very  difficult  for  limited  part- 
ners to  find  out  what  is  going  on.  It's 
the  nature  of  these  things,"  says  secu- 
rities lawyer  Stanley  Grossman  in 
New  York.  "In  a  public  corporation 
you  have  a  board  of  directors.  So  it's 
difficult  for  one  guy  to  get  away  with 
stuff  without  being  detected.  But  with 
partnerships,  you  usually  have  one 
general  partner,  no  board,  no  other 
officers.  We  had  a  case  where  the  gen- 


eral partner  took  $6  million  right  out 
of  the  partnerships,  squandered  it  on 
gambling  and  lost  the  dough.  There 
was  nothing  sophisticated  about  the 
withdrawals."  says  Grossman,  "Ha 
just  wrote  checks  to  himself."  Inves-I 
tors  recovered  $3  million  from  the) 
"prominent"  accounting  firm  that  au- 
dited the  partnership. 

Fraud  gets  attention,  but  more  of 
ten  the  problem  is  a  mere  conflict  of 
interest  with  duties.  A  common  safe 
guard  for  the  investor  is  a  provision) 
that  if  the  investment  has  not  met  ai 
certain  minimum  return,  the  genera! 
partner  forgoes  his  piece  of  the  profits! 
when  properties  are  sold.  The  safe-i 
guard  can  backfire.  The  operator  with 
lousy  properties  simply  doesn't  sell. 
"He's  better  off  holding  the  property 
and  getting  the  leasing  fees,"  says  Bir 
mingham,  Ala.  lawyer  N.  Lee  Cooper 

The  general  partner's  management 
contract  can  also  scare  off  buyers 
"I'm  in  a  suit  right  now  to  oust  a 
general  partner's  leasing  arrangement. 
He  put  in  a  long-term  contract  to 
manage  the  property  at  an  inflated 
lease  rate,  and  no  one  is  going  to  buy 
the  property  because  of  that  con- 
tract," Cooper  says. 

Let's  face  it,  limited  partners  are  at 
the  mercy  of  the  operator.  Stick  with 
larger  general  partners  who  have 
reputation  to  protect.  Or  don't  buy. 


Long  Term  Bonds 

for  Short  Term  Strategies? 


Ehrlich  Bober 
Advisors 


At  Ehrlich  Bober  Advisors,  we  know 
how  to  find  "put"  bonds  and  sinking 
fund  or  callable  issues  that  can  pro- 
vide higher  returns  than  corporate 
investors  might  expect  within  short- 
and  intermediate-term  time  frames. 

By  examining  issue  structures  and 
call  provisions,  and  conducting 
extensive  credit  reviews,  we  are 
often  able  to  provide  substantial 
additional  levels  of  return  without 
commensurate  added  risk.  And  with 
$1.5  billion  under  management,  we 
have  the  leverage  to  obtain  superior 
prices  on  purchases  and  sales. 


If  your  company  has  $1  million  or 
more  to  invest  in  notes  or  bonds,  and 
you'd  like  to  increase  your  net  return 
while  preserving  your  capital,  call  or 
write  our  President,  Arthur  Schwarz. 
If  you  like  what  he  has  to  say,  you'll 
soon  be  dealing  directly  with  one  of 
our  portfolio  managers.  There  are  no 
account  executives  at  Ehrlich  Bober 
Advisors . . .  only  Advisors. 

Ehrlich  Bober  Advisors,  Inc. 

80  Pine  Street,  New  York,  NY  10005 

212  607  5700 

Outside  New  York  State, 

call  toll  free  800  223  4344 


Canon 


The  first  facsimile  that  belongs  on  your  desk. 


You  wouldn't  want  to  do  business 
thout  your  own  phone.  So  why  give  up 
Je  speed— and  privacy— of  a  phone  call 
rien  you  want  to  put  your  talk  into  action? 

Canon's  revolutionary  FaxPhone  10 
s  you  hold  a  conversation  and  send 
|  receive  documents  right  at  your  desk 
all  in  the  same  phone  call.  Because 
xPhone  is  a  multifunction  deskphone 
rid  it's  also  an  advanced  business 
jbsimile  that  communicates  with 
lost  other  facsimiles  as  fast  as 
seconds  a  page*  over  ordinary 
lione  lines.  In  addition,  a  liquid-crystal 
splay  that  tracks  FaxPhone  operations 
ep-by-step,  autodialing,  and  an  auto 
bcument  feeder  make  the  facsimile 


En|Oy  easy  extended  payments  with  the  Canon  Credit  Card 
Ask  for  details  at  participating  Canon  dealers  and  retailers 
Available  only  in  U  S 


functions  as  easy  to  use  as  the  phone. 
And,  of  course,  FaxPhone  can  receive 
documents,  even  when  you're  not  there. 

Canon  FaxPhone:  A  beautiful  way 
to  put  your  words  into  action,  right  at 


your  desk.  Because  now  your  phone 
calls  can  be  more  than  just  talk. 

•Based  on  CCITT  No.  1  Test  Chart 


Cation 

FAXPHONE  10 

More  than  just  talk. 

For  more  information  about  the  FaxPhone  10, 
call  toll  free  1-800-OK  CANON.  Or  write 
Canon,  U.S.A.,  Inc.,  PO.  Box  5210,  Clifton.  NJ  07015. 


4KFOR12016 
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Here's  a  bank  that  assumed  the  worst.  With 
little  to  fear  from  farm  and  real  estate 
losses,  it  is  getting  on  with  business . 


Looking  up  from 
the  cellar 


First  Bank  System's  Pete  Ankeny 

Preparing  for  the  worst — and  shooting  for  18%  return  on  equity. 


By  Ben  Weberman 


VVf  hen  First  Bank  System,  Inc. 

WW  of  Minneapolis  took  $269 
WW  million  of  chargeoffs  and  $67 
million  of  writedowns  in  the  third 
quarter,  a  good  part  of  its  annual  pre- 
tax income,  it  seemed  reasonable  to 
assume  that  the  bank  was  on  the 
brink  of  financial  disaster.  These, 
mind  you,  were  not  just  loan  loss  re- 
serves. They  were  actual  loan  write- 
downs, kissing  the  money  good-bye. 
On  the  news,  its  stock,  which  had 


doubled  from  30  at  the  start  of  1985  to 
60  earlier  this  year,  fell  to  45.  It  has 
since  climbed  slowly  back  to  about 
50.  At  the  same  time  the  $26  billion 
(assets)  bank  holding  company,  the 
U.S.'  15th  largest,  has  started  showing 
up  on  analysts'  buy  lists. 

Clearly,  the  market  didn't  read  di- 
saster into  the  news,  and  the  market 
was  correct.  DeWalt  H.  (Pete)  An- 
keny, 53-year-old  chairman  and  chief 
executive,  puts  it  this  way:  "We  made 
the  most  conservative  assumptions 
regarding    disinflation,    a  sluggish 


economy  and  tax  reform.  Then 
took  a  brutal  look  at  each  of  our  m 
vulnerable  sectors — agriculture,  r 
estate  and,  finally,  energy."  Persffl 
credit  could  become  the  next  big  ai 
of  losses,  but  the  bank  hasn't  wntt 
down  this  area  yet.  Of  the  bank's  $3 
million  in  Latin  American  loai 
$193  million  is  to  Mexico  and  SI 
million  to  Brazil. 

At  this  point  Ankeny  could  ha 
hoped  for  the  best.  Instead  he  decid 
to  prepare  for  the  worst.  In  so  doing 
displayed  the  hunkered-down,  sta 
tough  midwestern  psychology  trj 
permeates  his  bank.  Shirtsleeves  a 
standard  dress  code  throughout  t 
organization,  even  at  meetings  i 
volving  the  chief  executive. 

In  previous  years  Ankeny  had  sc 
much  of  the  bank's  real  estate,  t. 
headquarters  buildings  in  Minneap 
lis  and  St.  Paul  and  21  regional  bai 
buildings.  The  proceeds  were  added 
the  $4  billion  bond  portfolio,  th< 
yielding  9%  plus.  This  year  the  ban 
sold  a  major  part  of  its  bond  portfoli 
using  the  profits  to  balance  off  tl 
loan  writeoffs.  "We  were  trying 
decide  how  to  take  advantage  of  the 
profits,  and  that's  when  we  decided 
make  a  major  attack  on  our  nonpe 
forming  loans  and  problem  assets 
Ankeny    says.    An  alternative, 
course,  would  have  been  to  bring  tl 
bond  gains  into  income  and  go  ligl 
on  the  writeoffs.  That  would  ha' 
helped  current  profits.  Ankeny  chos 
instead,  to  strengthen  his  asset  base 

Ankeny  insists  that  despite  all  th 
maneuvering,  he  is  still  within  reao 
of  an  18%  return  on  equity  by  1981 
That  would  mean  net  income  of  $2£ 
million-plus,  up  from  1985's  $1<3 
million  and  this  year's  expected  $2C 
million.  In  per-share  terms,  most  am 
lysts  project  $6.60  to  $6.75  a  share  fc 
1986  and  over  $7.25  for  1987.  Gettin 
to  $9.20—18%  on  equity— woul 
take  some  doing,  but  the  prediction : 
credible,  considering  the  good  shap 
First  Bank's  loan  portfolio  is  in. 

Ankeny  is  counting  on  two  specii 
markets:  high  net  worth  individua. 
and  smaller  and  medium-size  bus: 
ness  borrowers.  More  volume  frot 
these  sources,  he  admits,  can  com 
only  by  expanding  west  and  south.  S 
he  is  looking  for  opportunities  in  Ore 
gon  and  Washington  as  well  as  Ne 
braska,  Kansas,  Colorado  and  Utah. 

It's  hard  to  bet  against  a  tough 
minded  manager  like  Pete  Anken) 
But  his  real  problem  is  that  things  ar 
getting  nasty  among  the  superregion 
als.  And  these  days  they  all  seem  to  b 
talking  the  same  game,  the  same  cus 
tomers  and,  in  many  cases,  the  sam 
markets.  ■ 


The  sensation  I 
((between  here 
and  there. 

To  satisfy  those  given  to 
spontaneous  fun  often 
i  requires  the  most  disci- 
olined  patience.  For  proof, 
consider  the  Mitsubishi 
Vlontero. 

Montero's  designed  to 
give  new  freedom  to  your 
; imagination.  Patiently 
crafted  with  all  the  power  of 
2.6  liters,  the  independence 
of  both  2-  or  4-wheel  drive 
and  plenty  of  room  for  all 
your  cargo.  Even  if  all  you're 
carrying  is  an  impulsive 
imagination. 

Montero's  five-speed 
manual  overdrive  transmis- 


sion and  fully  independent 
front  torsion  bar  suspen- 
sion help  you  navigate  the 
shortcuts  with  confidence 
and  ease.  While  its  hefty 
all-terrain  radials  give  you 
the  ground  clearance 
you  need  when  you  take 
the  high  road. 

Of  course  in  town, 
Montero  still  knows  how  to 
be  a  perfect  gentleman. 
Its  ergonomically  shaped 
interior  includes  reclining 
front  bucket  seats  and 
plush  carpeting.  And  to 
make  sure  that  cruising 
downtown  is  just  as  easy 
as  cruising  the  backroads 
Montero  comes  equipped 


with  power  assist  steering 
and  power  assist  vented 
front  disc  brakes. 

The  Mitsubishi  Montero. 
With  prices  starting  as  low 
as  $9739,*  it's  not  only  a 
unique  experience  but  an 
exceptional  value.  Patiently 
crafted  to  transport  your 
imagination  from  here  to 
there...  even  if  there  is 
nowhere. 

*Mfrs.  Suggested  Retail  Price  Taxes,  license, 
freight,  options,  other  dealer  charges  extra. 
Call  1-800-447-4700  for  your  nearest  dealer 


Mitsubishi. 

perfecting  the 
Experience: 


The  Funds 


Banks  aren't  supposed  to  be  in  the  mutual 
fund  business,  but  they  certainly  are  sniff- 
ing around  the  edges. 

First  National 
Bank  &  Fund  Co. 


By  Jean  A.  Briggs 
and  William  Baldwin 


Y-  ou  have  SI 00, 000  from  your 
former  employer's  thrift  plan  to 
roll  into  an  IRA.  Like  perhaps 
half  the  substantial  savers  in  the 
country,  you  don't  feel  comfortable 
mailing  the  money  off  to  a  fund  at  the 
far  end  of  an  800  num- 
ber. Banks  are  safe,  but 
yields    on    CDs  are 
crummy    these  days. 
Wouldn't  it  be  a  conve- 
nience if  the  bank  itself 
had  mutual  funds- 

That,  of  course,  is 
what  the  banks  have 
been  thinking  for  the 
past  several  years,  and 
they  are  beginning  to 
act  on  the  notion. 
Banks,  after  all,  have  a 
considerable  edge  over 
a  Fidelity  or  a  Dreyfus: 
large  customer  bases, 
marble  lobbies  and  rep- 
utations for  safety.  The 
only  trouble  is  that 
Congress  has  outlawed 
bank  sponsorship  of 
mutual  funds. 

Years  ago  Citibank  attempted  to 
dodge  this  rule  by  running  a  fund 
while  calling  it  a  ''commingled  in- 
vestment pool."  Frightened  half  to 
death  by  the  competition,  the  mutual 
funds  went  whining  to  court  and 
stopped  the  deal. 

Was  that  the  end  of  the  matter?  Far 
from  it.  Competition  will  out.  Con- 
sider the  following: 

•o  Tax  legislation  opened  a  loophole 
ia  the  1933  Glass-Steagall  Act  ban  on 


sales  of  securities  by  banks.  Since  the 
tax  law  permitted  banks  to  be  IRA 
"trustees,"  bank  lawyers  argued,  it 
implicitly  allowed  banks  to  run  IRA 
funds,  since  these  funds  would  simply 
be  part  of  the  banks'  traditional 
"trust"  business.  This  time  the  In- 
vestment Company  Institute — the 
mutual  fund  trade  group — lost.  Suits 


it  brought  against  Citibank  and  four 
other  banks  with  IRA  mutual  funds 
were  decided  in  the  banks'  favor.  On 
Nov.  3  the  U.S.  Supreme  Court  reject- 
ed an  appeal  by  the  mutual  funds. 

•  In  1982  federal  authorities  loos- 
ened rules  on  banks'  operation  of  bro- 
kerage arms.  Banks  can  sell  securities, 
including  mutual  funds,  to  all  com- 
ers, so  long  as  they  don't  advise  the 
customer  what  to  buy  but  act  merely 
as  "agent."  As  a  result,  discount  bro- 


kerage arms  of  35  banks  and  thrif 
now  sell  Fidelity  funds.  But  the  cu 
tomer  remains  solely  a  customer 
the  bank;  Fidelity  has  no  direct  acce 
to  him.  Dreyfus,  too,  markets  its  Ge: 
eral  group  of  funds,  clones  of  regull 
Dreyfus  funds,  through  1 50  banks. 

•  Banks  can  creep  a  step  furthi 
across  Glass-Steagall  by  creating  noj 
IRA  funds  themselves,  although  ti 
legal  niceties  still  compel  the  bank 
cut  an  outside  nonbank  firm  in  , 
"distributor."  Security  Pacific,  Fir 
Chicago,  Chase  Manhattan  and  Ban! 
ers  Trust  all  manage  and  mark> 
funds  using  outside  distributors. 

Citibank  is  also  all  over  the  place, 
has  outside  portfolio  managers  ti 
some  of  its  recently  expanded  line  • 
Landmark  funds  but  runs  three  Lan« 
mark  money  portfolios  in-house.  Tfc 
outside  portfolio  manager  for  trj 
money  funds,  Reich  &.  Tang,  was  axe 
in  [uly.  Citi  now  gets  advisory  fees  a 
the  money  funds  plus  a  0.4%  shari 
holder  servicing  fee  on  all  the  Lani 
mark  funds. 

The  legal  fiction  is  that  a  board  c 
trustees,  acting  completely  lndeper 
dent  of  pressure  from  any  fund  spou 
sor,  controls  a  fund.  The  reality,  in  tb 
case  of  Landmark  funds,  is  that  Citi : 
in  the  dnver's  seat,  since  it  control 
the  customer  base;  if  a  depositor  cea: 
es  to  do  banking  bus' 
ness  at  Citi,  the  "inve! 
.  -  tor  account"  throug) 

'  *  which  he  holds  Lane 

mark  shares  is  immei 
ately  canceled. 

Anthony  Spare,  chie 
investment  officer 
Mitsubishi's  Bank 
California,  manage 
S2.2  billion  in  trus 
money  for  the  ban 
and  is  itching  to  go  int 
the  fund  business 
Then  Bank  of  Califoi 
nia  could  serve  thl 
thousands  of  custom 
ers  who  don't  have  tb 
S200,000-plus  tha 
would  make  them  prof 
itable  trust  clients 
Says  Spare:  "I  can't  se 
panck McDonneu  why  a  bank  client  at  ai 
ATM  machine  should  not  have  an 
other  set  of  buttons  to  take  money  ou 
of  the  bond  fund  and  put  it  in  a  check 
mg  account  or  out  of  savings  and  intc 
emerging  growth."  He's  right  fron 
the  consumer's  point  of  view,  but  th« 
mutual  funds  have  City  Hall  on  thei 
side.  So  Spare  has  only  four  IRA  fund; 
that  have  a  meager  S21  million — : 
reflection,  in  part,  of  advertising  re 
stnetions  imposed  while  the  lega. 
challenge  from  the  mutual  fund  trade 


THERE  ARE  TWO 
REASONS  FOR  SELECTING 
OUR  PERSONAL 
BUSINESS  COPIER. 


MORE  OR  LESS. 


The  introduction  of  the  per- 
sonal copier  was  great  for  people 
who  need  to  make  personal  copies. 

But  as  it  turns  out,  over  80% 
of  personal  copiers  end  up  in  busi- 
ness, where  their  limited  abilities 
can  make  them  liabilities. 

MORE  THAN  A 
PERSONAL  COPIER. 

And  that  is  precisely  why  we 
at  Toshiba  developed  the  BD-3110, 
the  world's  very  first  Personal  Busi- 
ness Copier. 

It  is  small  and  light,  just  like 
a  personal  copier,  but  that's  where 
the  similarities  end. 

Because  the  BD-3110  offers 
more  than  twice  the  paper  capacity 
of  the  leading  personal  copier. 

As  well  as  the  ability  to  pro- 
duce 4,400  more  copies  a  month. 


And  all  with  a  perfect  edge- 
to-edge  clarity  that  the  leading  per- 
sonal copier  just  can't  touch. 

LESS  THAN  HALF  THE 
COST  PER  COPY. 

You  would  be  perfectly  ra- 
tional to  believe  that  a  copier  with 
all  the  capabilities  of  the  BD-3110 
would  be  much  more  expensive  to 
run  than  a  personal  copier. 

But  you  would  be  wrong. 

Because  you'll  find  that  the 
Toshiba  Personal  Business  Copier 
is  actually  more  than  two  times  as 
affordable  to  operate  as  the  leading 
personal  copier. 

And  as  if  that  wasn't  enough, 
the  new  Toshiba  BD-3110  also  offers 
you  color  copying,  a  straight  paper 
path,  convenient  LCD  display  and 
push-button  exposure  control. 


So  now  you  know  all  the  dif- 
ferences between  the  new  Toshiba 
Personal  Business  Copier  and  the 
leading  personal  copier. 

More  or  less. 

TELL  ME  MORE. 

If  you  want  to  know  more  about 
Toshiba's  Personal  Business  Copier, 
simply  call  1-800-457-7777,  or  mail 
this  coupon  to:  Toshiba  America,  Inc. 

2441  Michelle  Drive 
Tustin,CA  92680 


Name. 


Company. 
Address_ 
City  


.State  Zip. 


Phone_L 


F1  216 


In  Touch  with  Tomorrow 

TOSHIBA 


OTHER  DAY 
TO  TOTAL 


Because  the  Schwinn  Air-Dyne  is  so  efficient 
virtually  anyone  can  spare  the  time  it  takes  to 
achieve  total  fitness.  Only  the  Schwinn  Air-Dyne 
exercises  your  upper  and  lower  body,  as  well  as 
your  cardiovascular  system,  all  at  the  same  time. 
And  research  proves  that  the  cardiovascular 
benefits  of  exercise  are  actually  enhanced  when 
you  involve  your  entire  body. 

Backed  by  Schwinn's  famous  "No-Time-Limit" 
warranty,  the  Air-Dyne  is  assembled  and  ready  to 
ride  at  your  authorized  Schwinn  full-service  dealer 

CALL  TOLL-FREE:  1-800-228-2290 

In  Nebraska:  1-800-642-8788 

SCHWINN 

Air-Dyne 

77?e  ultimate  fitness  machine. 

For  free  brochure,  write  Excelsior  Fitness  Equipment  Co. 
6i5  Landwehr  Rd.  Northbrook.  IL  60062  •  A  Schwinn  Company 


In  banks  they  trust 


The  Bar  Harbor  (Mc.)  Banking  & 
Trust  Co.  has  all  of  $85  million 
in  discretionary  trust  assets.  But 
look  at  the  investment  expertise 
offered.  Clients  can  get  portfolios 
of  blue  chips,  "junior"  blue  chips, 
short-term  bonds,  government 
bonds  or  any  of  seven  other  invest- 
ment styles.  A  knowledgeable 
trust  officer  can  tell  worried  retir- 
ees and  sudden  heirs  how  to  allo- 
cate resources.  A  newsletter  from 
the  bank  keeps  clients  posted  on 
economic  and  market  trends. 

How  does  a  tiny  bank  do  it?  By 
serving  as  a  retail  outlet  for  funds 
managed  by  Wright  Investors'  Ser- 
vice of  Bridgeport,  Conn.  Wright 
creates  the  funds,  has  fund  admin- 
istrator Eaton  Vance  in  Boston  do 
the  paperwork,  and  maintains  a 
staff  of  150  in  Bridgeport  for  securi- 
ties analysis  and  other  tasks.  The 
Wright  package  includes  a  news- 
letter printed  in  Bridgeport  with 
the  logo  of  Bar  Harbor  (or  any  of  30 
other  banks)  on  top.  Bank  trust  of- 
ficers get  free  weeklong  training 
seminars  in  Bridgeport. 

To  be  sure,  the  customers  pay  for 
the  hand-holding.  A  $50,000  ac- 
count— far  too  small  for  the  typical 
big-city  bank — incurs  a  trust  fee  of 
1%,  or  $500  a  year.  On  top  of  this, 
overhead  and  management  fees  for 
the  funds  can  add  another  0.8%. 
The  overall  1.8%  expense  ratio  is 
no  bargain  compared  with  most 
mail-order  funds.  But  there  is  com- 
fort derived  from  dealing  with  a 
person  you  know  at  a  local  bank, 
and  that  comfort  is  worth  money 
to  a  lot  of  people.  This  is  still  a  lot 
cheaper  than  buying  a  mutual  fund 
from  a  stockbroker  and  paying  en- 
trance loads  of  4%  to  8%  (and  pay- 
ing annual  charges  as  well). 

Founder  and  owner  of  Wright 
Investors'  Service  is  John  Win- 


Money  man  John  Wintbrop  Wright 
Buy  the  house  brand 


throp  Wright,  74,  who  opened  the 
firm  in  1960  after  a  manufactur- 
ing career.  The  firm's  livelihood  is 
financial  databases  and  pension 
and  individual  accounts  totaling 
some  $3  billion.  The  funds  add 
only  $400  million. 

Wright  isn't  the  largest  or  earli- 
est in  the  business  of  wholesaling 
funds  to  bank  trust  departments — 
Federated,  Fidelity  and  Dreyfus 
among  them  have  around  $57  bil- 
lion in  house-brand  mutual  funds. 
But  Wright  has  a  solid  footing  in 
small-town  New  England.  And  he 
thinks  the  local  bank  is  the  best 
place  to  find  a  financial  planner. 
"There's  a  lot  of  difference  be- 
tween a  widow  at  65  and  a  go-go 
guy  of  35  who's  starting  to  move 
ahead ,"  he  says.  "Advising  them  is 
the  proper  role  of  a  trust  officer. 
How  can  we  or  anybody  else  cover 
the  country  with  people  like 
that?"— J.A.B.  and  W.B. 


association  was  under  way. 

The  banks  have  yet  another  sensi- 
ble reason  for  wanting  more  mutual 
fund  business.  Banks  and  thrifts  have 
outstanding  right  now  more  than  $1 
trillion  in  CDs.  As  banks,  they  are 
required  to  maintain  an  equity  base 
and  pay  deposit  insurance  premiums 
against  this  huge  pool  of  money.  As 
mutual  fund  managers  investing  the 
same  money  in  bonds  or  GNMAs  or 
commercial  paper,  they  would  not  be 
required  to  do  either. 

Says  William  Berkowitz,  executive 


vice  president  at  New  York  City  mon- 
ey manager  Reich  &  Tang,  the  firm 
that  was  adviser  to  the  Landmark 
money  funds:  "Every  American  has  a 
relationship  at  some  bank,  and  I'm 
sure  they  would  rather  invest  by 
walking  down  to  the  corner  than  by 
sending  money  to  these  hotshots  in 
New  York  and  Boston."  Probably  so, 
but  the  other  side  of  the  coin  is  that 
when  Glass-Steagall  has  finally  crum- 
bled, Dreyfus  and  Fidelity  and  the  like 
will  have  acquired  banks.  Why  not? 
The  more  competition  the  merrier.  ■ 
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Information. 
When  you  need  it.  In  formats 
hat  are  understandable  and  accessible. 

That's  what  you  get  with  Ultimate* 
business  computers.  Useful  information  that 
lelps  you  run  your  business  better. 

The  Ultimate  Corp.,  one  of  the  fastest 
growing  computer  companies  in  America,  has 
supplied  complete  computing  solutions  to  over 
4,500  companies  like  yours. Through  our  interna- 
tional dealer  network,  we  offer  proven  applica- 
tions for  banking,  construction,  education, 
government,  health  care,  insurance,  investment, 
manufacturing,  professional  services,  public  utili- 
ties, publishing,  retail/distribution,  and  many 
others.  We  have  the  solutions  you  need  now! 

To  see  how  our  computing  solutions  can 
help  you  manage  your  business,  call  Ultimate  today. 

It  takes  the  ULTIMATE  Commitment  to 
outperform  the  competition. 


World  Headquarters:  717  Ridgedale  Avenue,  East  Hanover,  NJ  07936 
1-800-654-0134    In  NJ:  1-201-887-9282 
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Announcing  the  Merrill  Lynch  WCMA account. . . 


Merrill  Lynch  revolutionizes 
financial  management  for 
successful  businesses. 


THINGS  TO  DO  TODAY 


With  our  WCMA  financial  service, 
you  can  finance  your  business 
and  manage  your  working  capital 
automatically! 

Now  that  you've  built  a  successful  business,  it's  time  for 
your  working  capital  to  work  harder— without  taking  up  a 
lot  of  your  time.  And  our  Working  Capital  Management™ 
Account  (WCMA)  is  ready  to  do  the  job! 

This  innovative  account  automatically  puts  your 
excess  cash  to  work.  And,  if  you  qualify,  can  reduce  borrow- 
ing costs  through  an  integrated  line  of  credit  feature. 

The  WCMA  financial  service  helps  you  manage  your 
business  finances  by  consolidating  cash  management, 
financing,  investments  and  disbursements  into  a  unique 
system  that  works  for  you. 

The  WCMA  account  gives  you  easy  access  to  your 
assets  and  line  of  credit  through  a  variety  of  convenient 
sources  —  including  checking  and  a  free  Funds  Transfer 
Service.  A  monthly  statement  details  all  account  activity. 

With  the  WCMA  account,  you'll  be  free  from  day-to-day 
money  management  decisions.  Simply  set  it  up  and  let  it 
do  the  work! 

The  WCMA  account  is  available  through  your  local 
Merrill  Lynch  Financial  Consultant  who  is  specially- trained 
to  respond  to  all  your  business  financial  needs.  Your 
Financial  Consultant  draws  on  the  worldwide  resources  of 
Merrill  Lynch,  including  professionals  in  specialized 
areas  of  business  finance:  credit,  investments,  pensions 
and  insurance. 

Call  today,  1-800-637-7455,  Ext.  5400,  or  your  local 
Merrill  Lynch  office,  for  your  free  WCMA  financial  service 
booklet.  It  will  open  your  eyes  to  a  revolution  in  working 
capital  management! 


1986  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc  Member  SIPC 


Merrill  Lynch 


In  business,  having  to  admit  defeat  is  both  humiliating 
and  costly.  But  there  is  still  profit  to  be  gained  if  reasons 
for  failure  are  understood. 


A  billion  in 
blunders 


You  cannot  often 
make  money  with- 
out risking  money. 
Is  it  possible  to  refine  the  deci- 
sion-making process  so  as  to  filter 
out  most  of  the  risk?  We  certainly 
have  not  done  so — as  the  six  ex- 
amples on  the  following  pages 
plainly  show.  These  six  corporate 
white  elephants  have  cost  stock- 
holders— and  the  U.S.  economy — 
billions  in  misdirected  resources. 
In  each  case  an  element  of  risk 
was  either  inadequately  consid- 
ered or  overlooked  altogether.  In 
some  cases,  the  villain  was  a  ris- 
ing U.S.  dollar.  In  other  cases,  the 
changing  tastes  of  consumers.  In 
still  other  instances,  prospects 
darkened  as  a  result  of  boundless 
faith  in  technology. 

For  each  of  these  disasters  there 


By  John  Herwin 
Photos  by  Lynn  Johnson/Black  Star 


was  a  plausible  ex- 
cuse, but  excuses 
cannot  undo  mis- 


takes. Could  these  disasters  have 
been  avoided?  Perhaps.  As  the 
German  architect  Mies  van  der 
Rohe  observed,  God  is  in  the  de- 
tails. A  careful  examination  of  as- 
sumptions, a  firmer  determina- 
tion not  to  let  hope  triumph  over 
reality  and  a  willingness  to  admit 
mistakes — such  attitudes  might 
have  averted  or  limited  the  losses. 

The  moral  of  the  story?  It's  cer- 
tainly not  that  one  should  avoid 
taking  risks.  It's  rather  that,  like 
great  military  strategists,  business 
strategists  should  first  analyze  the 
competition,  then  consider  every 
imaginable  thing  that  might  go 
wrong — and,  finally,  keep  an  open 
line  of  retreat. 


Murphy's  Law  afloat 

This  $100  million  ship,  the  Columbia,  and  the  billion- 
dollar  venture  she  represented,  did  not  fare  as  well  as 
the  great  navigator  whose  name  she  bore.  Columbia's 
story  depicts  not  just  one  but  two  hazards  of  global 
business:  Be  careful  in  dealing  with  Third  World  politi- 
cians and  with  overambitious  technicians. 

The  Columbia  was  one  of  three  sister  tankers,  931  feet 
in  length,  built  in  the  late  1970s  to  haul  liquefied 
natural  gas  from  Algeria  to  the  U.S.  for  the  El  Paso 
Natural  Gas  Co.  The  first  disaster  occurred  during  sea 
trials  in  1979.  The  foam  insulation  lining  that  was 
designed  to  protect  the  ship's  stainless  steel  tanks  from 
-259-degrec  Fahrenheit  liquefied  natural  gas  cracked, 
rendering  the  ship  useless  for  LNG  hauling. 


Not  long  afterward,  the  rest  of  El  Paso's  LNG  venture 
with  Algeria  fell  apart  in  a  highly  politicized  1980  price 
dispute,  which  occurred  when  a  new  Algerian  govern- 
ment rejected  a  contract  signed  by  its  own  national  oil 
company.  El  Paso  wrote  off  $547  million. 

And  what  of  Columbia'1.  She  was  to  be  converted  to  a 
cargo  carrier,  but  before  she  was,  the  ship  ran  aground 
in  a  storm  off  Nova  Scotia,  irreparably  damaging  her 
hull.  Following  three  years  of  floating  in  storage  in  the 
James  River,  near  Norfolk,  Va.,  the  Columbia  has  made 
her  final  voyage.  After  being  sold  for  $1.9  million,  she 
was  towed  in  September  to  a  Taiwanese  shipyard, 
where  salvage  workers  will  reduce  her  once  majestic 
frame  work  to  70  million  pounds  of  scrap. 


The  $100  million  ship  Columbia 
rusts  in  18  feet  of  James  River 
water,  while  the  ship  awaits  its 
first — and  final — long  voyage, 
to  a  Taiwanese  scrapyard. 


Being  right  isn't  enough 

Grumman  Corp.,  a  major  defense 
contractor,  in  1979  agreed  to  supply 
$92  million  in  buses  to  New  York, 
a  city  famous  for  trying  to  cover  up 
its  own  ineptitude  by  looking  for 
scapegoats.  When  the  customer 
complained  that  Grumman's  Flxi- 
ble  buses  didn't  perform  as  prom- 
ised, the  company  made  a  public 
relations  mistake:  Instead  of 
smoothing  the  ruffled  feathers  of 
local  politicians,  the  firm  engaged 
in  a  legal  battle  with  them,  ending 
by  ruining  its  relationship  with 
New  York  and  scaring  other  poten- 
tial customers  for  its  transportation 
division. 

Operating  through  its  Flxible  Bus 
division  in  Delaware,  Ohio,  Grum- 
man had  delivered  the  buses,  but 
once  in  service  on  New  York's  pot- 
hole-pitted streets,  the  $105,000 
vehicles  began  developing  cracks  in 
their  steel  undercarriages.  In  1984 
New  York's  Transit  Authority  an- 
grily mothballed  the  entire  fleet  in 
a  Brooklyn  storage  lot,  publicly  pro- 
claiming the  buses  "junk."  While 
the  buses  sat  for  two  years,  the  city 
claimed  fraud,  and  Grumman  re- 
plied that  the  buses  cracked  be- 
cause they  were  not  maintained 
properly.  Whoever  was  wrong, 
Grumman  breached  a  basic  law  of 
business:  No  matter  what,  the  cus- 
tomer is  always  right. 

It  now  appears  that  the  buses 
may  not  have  been  "junk"  after  all. 
The  state  of  New  Jersey  is  buying 
the  very  buses  New  York  rejected, 
some  of  which  are  already  refur- 
bished and  back  on  the  road.  Moral 
of  the  story  for  business  people: 
Don't  get  into  spitting  matches 
with  politicians;  even  if  you  are 
right,  you  can't  win. 


Near  SSarisn.  Ohio,  Flxible  buses 


rejected  by  New  York  await 
refurbishing  for  a  new  buyer. 
New  Jersey.  At  right,  identifying 
i  a  c  added  tc  »ach  bas. 


helps  Texas 
drivers  move 
faster  overland 

For  growing  work  loads,  smart  organizations  are 
loading  up  with  smarter  computers. 
The  NCR  Tower.™ 

Texas  has  the  second  largest  number  of  licensed 
drivers  in  the  country.  To  speed  up  traffic  in  its 
statewide  licensing  offices,  the  Lone  Star  State 
installed  eighty  Towers. 

Airborne  Express,  the  overseas  delivery 
service  with  the  sky-high  growth  record,  employs 
a  network  of  Towers  in  the  Far  East  to  keep  track  of 
thousands  of  international  shipments  every  day. 

Obviously,  the  Tower  is  a  very  versatile      _  , 
computer. 


'0 


I28S  NCR  Coipofalion   'UNIX  System  V  is  a  registered  trademark  ol  Bell  Laboratories    "RM/COS  is  a  registered  trademark  ot  Ryan  McFarland  Co 


he  NCR  Tower  is  actually  a  family  of  computers, 
r  iging  from  a  2-4  user  system  to  a  departmental  system 
(  from  a  small  business  network  to  an  international  network  of  "^^j 
X  ndreds  of  users.  Memory  capacity  ranges  from  one  to  sixteen  MB 
/  id  for  disk  storage,  from  25  MB  to  over  5.5  gigabytes.  Networking 
2  d  communications  are  easy  because  the  Tower  supports  all 
rajor  protocols,  including  SNA,  X.25. 

The  NCR  Tower  offers  a  choice  of  operating 
[kerns:  UNIX  System  V*  and  RM/COS*  And  " 
e  ery  Tower  is  designed  with  open  systems  4 
a:hitecture  to  work  with  industry  standard  hard- 
Ire  and  software. 

What's  more,  NCR  backs  the  Tower  with  one  of 
ti3  world's  largest  service  organizations.  With  16,000 


egineers  on  call,  expert  NCR  service  is  as  close  as  the 
P  one.  Which  is  another  reason  the  Tower  is  a  smarter 
coice.  And  why  smart  businesses  have  already  chosen 
ibre  than  22,000  NCR  Towers. 

Find  out  how  the  Tower  can  help  your  business  take 
d  Dial  1-800-CALL  NCR. 


And  Airborne 
Express 
move  smoother 
overseas. 


Tie  NCR  Tower. 

lecause  smart  businesses  need  smarter  computers. 


NCR 


Hubris 


In  show  business  it's  called  believ- 
ing your  own  press  releases.  The 
Greeks  called  it  hubris.  It's  the  we- 
are- so- smart- we- can-  do-  anything 
syndrome.  It  led  the  Philip  Morris 
Co.'s  Miller  Brewing  subsidiary  in 
1980  to  construct  a  $412  million 
Trenton,  Ohio  brewery.  With  Phil- 
ip Morris'  marketing  genius  behind 
it,  the  sky  was  the  limit  for  Miller 
beer.  Or  so  it  was  thought.  Com- 
pleted in  1982,  the  brewery  has 
stood  idle  and  unused  ever  since — 
dramatic  proof  that  when  it  comes 
to  market  analyses,  past  is  not  al- 
ways prologue. 

Miller  started  building  the  brew- 
ery after  a  decade  of  growth  that 
saw  its  beer  volume  leap  640%, 
while  the  industry  as  a  whole  grew 
by  only  40%.  But  in  1982,  just 
when  the  facility  was  slated  to 
open,  America's  thirst  for  beer  fell 
flat  for  the  first  time  in  25  years. 
Worse,  having  been  stung  by  Mil- 
ler's own  marketing  successes  in 
the  1970s,  its  chief  competitor  An- 
heuser-Busch at  last  woke  up  and 
launched  a  $2  billion  capital  expan- 
sion, having  already  tripled  adver- 
tising outlays. 

Five  years  later  Anheuser-Busch 
reigns  supreme,  while  beer  vol- 
umes of  Miller  High  Life,  once  the 
number  two  beer  in  America,  have 
declined  by  50% .  Unable  to  reverse 
the  trend,  Miller  has  now  taken  a 
$280  million  writeoff  on  the  Ohio 
brewery.  Today  the  facility  stands 
ready  to  start  pumping  out  suds  if 
only  someone  would  flip  the 
switch — a  step  that  does  not  seem 
likely  anytime  soon. 

Morals:  1)  Don't  underestimate 
the  competition;  2)  Don't  assume 
things  will  continue  to  go  well  just 
because  they  have  gone  well  for  a 
few  years. 


Time  almost  stands  still  in 
Trenton,  Ohio,  site  of  this  man- 
icured,  fully  equipped  brewery 
that  never  opened.  At  left  on 
the  bench,  af other  who  helped 
build  the  Miller  brewery  relaxes 
with  his  son,  Trenton-style. 


Meridian: 
Indispensible  in  charting 


YOUR  COURSE  TO  THE  TOP. 


The  Meridian  Collection:  18 K  gold  or  18 K  gold  and  steel! Quartz  movement.  Water  resistant. 


You're  on  the  way;  for  those  destined  to  achieve, 
Audemars  Piguet  has  created  The  Meridian  Col- 
lection. 

Inspired  by  the  ancient  mariners  and  their  deter- 
mination to  succeed,  this  spirited  collection  is 
designed  for  men  and  women  who  refuse  to  settle 
for  second  best. 

Sporty  yet  elegant,  the  Meridian  features  a  gently 
rounded  face  and  a  supple  bracelet  that  encircles 
the  wrist  with  comfort  and  ease. 

Only  Audemars  Piguet  could  fashion  a  watch  so 
enviably  thin,  so  smartly  conceived  and  make  it 
water  resistant. 

The  Meridian  Collection,  quartz  calendar  watches 
for  men  and  women  in  18  K  gold  or  18  K  gold  and 
steel;  just  one  more  reason  for  making  the  climb. 


Astrolabe,  16th  century. 


MeiaisPlguet 

Known  only  by  those  who  know. 


245  POST  STREET  •  SAN  FRANCISCO,  CA  94108  •  (415)  392-1200 


fine  jewelry 


A  contrarian  too  soon 


In  1984,  long  after  Houston's  office  glut  began  ap- 
pearing, ground  was  broken  on  this  $250  million,  53- 
story  downtown  development  named  Heritage  Plaza. 
Heritage's  investors  sought  to  buck  the  real  estate  cycle 
by  launching  a  building  during  a  regional  recession, 
figuring  that  the  best  time  to  start  building  is  when 
nobody  else  is.  After  all,  in  a  couple  of  years  the  oil  bust 
would  be  over  and  Heritage  Plaza  would  be  the  only 
new  building  on  the  market. 


Now,  two  years  later,  nearly  every  major  office  mar- 
ket in  the  country  is  overbuilt,  and  Houston  is  among 
the  worst,  with  largely  vacant  buildings — called  "see- 
throughs" — standing  all  over  town.  But  there's  an  addi- 
tional problem  plaguing  Heritage  Plaza.  Although  the 
building  was  started  in  1984,  near  the  bottom  of  the 
market,  its  land  was  acquired  around  the  top  of  the 
market,  in  1982,  when  office  space  leased  for  $25  a  foot. 

Moral:  Don't  try  being  contrarian  too  soon. 
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NOW  ONE  OF  ¥OUR  MECHANIC'S  TOOLS 
IS  RNOTHER  MRNS  MIND. 

■ 

. 

At  GM,  we  think  of  computers  in  human  terms.  Because  today,  we  have 
begun  to  program  human  hnowledge-and  logic-intoa  computer.  It's  called  arti- 
ficial intelligence. 

So,  even  when  an  engine  expert  retires  from  GM,  his  mind  can  still  work  for 
you.  His  lifetime  of  experience  can  go  into  a  computer.  The  computer  can  then 
dispense  this  invaluable  knowledge  not  only  to  GM  engineers,  but  to  your  mechan 
ic,  too.  That  way,  he'll  be  able  to  use  this  computer  to  help  him  service  your  car. 

With  artificial  intelligence,  a  lifetime  of  experience  can  now  last  a  hundred 
lifetimes.  Because  at  GM,  our  quest  for  knowledge  never  tires. 

Or  retires. 

 —  — —  h»  THE EM ODYSSEY 

SCIENCE  NOT  FICTION 
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No  trend  lasts  forever 

If  there  is  a  lesson  in  this  it  is:  Never,  but  never, 
assume  that  things  will  continue  to  be  as  they  have 
been.  In  1981,  when  Caterpillar  broke  ground  on  this 
1.8-million-square-foot  parts  distribution  center  near 
Peoria,  111.,  the  company  had  50  straight  years  of  profit 
behind  it.  The  center,  large  enough  to  accommodate  31 
football  fields,  stood  as  yet  another  example  of  Caterpil- 
lar's intelligent  reinvestment  in  plants,  equipment  and 
products. 

For  decades,  Caterpillar,  by  staying  ahead  in  technol- 
ogy, efficiency  and  product  quality,  had  wrung  profits 
out  of  a  stable,  predictable  world  economy.  But  even  as 


the  firm  was  beginning  construction  of  this  mammoth 
distribution  center  in  1981,  ominous  worldwide  trends 
were  appearing.  Caterpillar,  whose  non-U. S.  sales  ac- 
counted for  fully  57%  of  its  business,  failed  to  grasp  the 
significance  of  the  trends. 

Oil  prices  leveled,  then  dropped.  A  deep  recession 
began  gripping  Europe  and  Central  and  South  America. 
Meanwhile,  one  Third  World  country7  after  another 
sank  into  the  bog  of  foreign  indebtedness,  crimping 
capital  investment  and  thus  the  need  for  Caterpillar's 
products.  Worst  of  all,  the  dollar  had  begun  a  five-year 
climb  that  relentlessly  pushed  Caterpillar's  prices 


above  those  of  competitors  like  Komatsu.  Result:  In 
1982  Caterpillar's  revenues  fell  30%,  to  $6.5  billion, 
and  it  lost  $180  million,  the  first  of  three  consecutive 
yearly  losses  that  total  more  than  $950  million. 

Finally  reconciled  to  a  world  of  smaller  sales  and 
leaner  times,  Caterpillar  in  1984  wrote  off  $212  mil- 
lion, much  of  it  for  the  firm's  unfinished  parts  center. 
The  property  is  up  for  sale,  but  it's  likely  to  be  a  tough 
sell  in  depressed  Peoria.  Was  this  an  understandable 
mistake?  Yes.  Could  it  have  been  avoided?  Perhaps,  if 
the  company  had  faced  up  to  some  hard  facts  sooner 
than  it  did. 


It  takes  Tim  Neaveill  20  hours 
to  spray  the  weeds  sprouting 
under  1 .8  million  squarefeet  of 
Caterpillar's  abandoned  parts 
warehouse,  near  Peoria,  III. 


Private  enterprise,  politics  and 
touchy  technology  sometimes 
don't  mix  well.  Especially  at 
this  unopened  nuclear  fuel 
reprocessing  plant  in  South 
Carolina,  which  cost  Allied 
Chemical,  Gulf  Oil  and  Royal 
Dutch/Shell  more  than 
$200  million. 


Ik**** 


■ 


■ 


Blind  faith 

Deep  in  the  piney  woods  of  South 
Carolina  sits  this  imposing  $200- 
million-plus  edifice,  a  fitting  me- 
morial to  a  classic  miscalculation: 
charging  headlong  into  an  evolving 
technology  without  fully  assaying 
its  politics  and  limitations.  Believ- 
ing it  could  triumph  where  others 
had  failed,  Allied  Chemical  Corp. 
tackled  a  challenge  of  breathtaking 
proportions:  how  to  turn  years  of 
radioactive  waste  accumulated 
from  the  nation's  nuclear  power 
plants  into  reusable  nuclear  fuel. 

In  1971  Allied  and  two  partners, 
Gulf  Oil  and  Royal  Dutch/Shell, 
began  building  the  Barnwell  Nucle- 
ar Fuel  Plant  on  a  1,587-acre  tract 
next  to  the  government's  immense 
Savannah  River  reserve,  site  of  an 
existing  nuclear  waste  dump.  But 
in  1977  the  Carter  Administration 
banned  plutonium  reprocessing, 
and  by  1981,  after  the  expenditure 
of  over  $200  million,  the  project 
was  abandoned.  The  partners  de- 
clared that  the  venture  would  not 
succeed  as  private  enterprise,  agree- 
ing that  the  politics,  costs  and  tech- 
nological complexities  of  the  effort 
were  too  overwhelming. 

Despite  Allied's  problems,  Du 
Pont  is  now  building  an  $870  mil- 
lion nuclear  waste  plant  nearby. 
But  Du  Pont  is  only  a  contractor. 
The  Department  of  Energy  will 
own  the  plant  and  assume  the  fi- 
nancial risk. 


Let's  play  What  If.  What  if  Gulf  &  Western 
hadn  I  liquidated  Charlie  Bluhdorn  s  $596 
million  stock  portfolio? 

Charlie's  cats 
and  dogs 


By  John  Merwin 


Charles  Bluhdorn,  founder  of 
Gulf  &  Western,  fancied  him- 
self a  shrewd  stock  picker.  At 
the  risk  of  irritating  his  investors,  he 
poured  hundreds  of  millions  of 
G&W's  money  into  what  he  thought 
were  undervalued  stocks.  But  when 
Bluhdorn  died  Feb.  19,  1983,  ques- 
tions were  inevitably  asked  about  the 
portfolio — valued  at  $596  million  if 
one  counts  only  those  stocks  in  which 
G&W  held  a  5%  or  more  stake — that 
Bluhdorn  had  put  together:  Was  this  a 
sensible  use  of  shareholder  money? 

Answer  in  hindsight:  Yep.  Bluh- 
dorn's  successors  sold  off  Gulf  &  Wes- 
tern's portfolio  in  the  early  stages  of 
Wall  Street's  strongest  bull  market  in 


a  generation.  Too  bad,  because  were 
Bluhdorn's  portfolio  intact  today,  its 
value  would  be  up  by  138%,  to  $1.42 
billion,  a  gain  of  $820  million.  By 
comparison,  the  Dow  Jones  industrial 
average  of  30  stocks  has  risen  only 
71%  during  the  period,  while  the 
broad-based  Wilshire  index  of  5,000 
stocks  is  up  only  60%. 

Bluhdorn's  successor,  Martin  Da- 
vis, wanted  to  own  and  operate  com- 
panies, not  manage  a  stock  portfolio 
on  the  side  as  Bluhdorn  had  done.  So 
he  liquidated  the  portfolio  and  paid 
back  G&W  debt.  Reflecting  the  senti- 
ment prevailing  at  the  time,  the  Wall 
Street  Journal  called  it  discarding 
G&W's  "cats  and  dogs." 

Yet  while  several  of  Bluhdorn's  13 
stocks  did  prove  to  be  dogs,  10  others 


had  impressive  gains.  In  percent; 
terms,  the  best  of  the  lot  was  G&\| 
position  in  Brunswick  Corp.,  a  lcisil 
and  industrial  products  maker,  whi 
rose  373%  during  the  period,  from  $ 
million  at  Bluhdorn's  death,  to  alm< 
$299  million  currently.  The  largi 
dollar  gainer  was  an  initial  $186  rr 
lion  position  in  GenCorp.,  whi 
since  has  risen  to  $482  million.  Otl 
big  gainers  included  Hammermill  1 
per,  J.  P.  Stevens,  Bank  of  New  Yo 
United  Brands  and  Mohasco. 

Like  any  good  contrarian,  Bluhdo 
acquired  many  of  his  stocks  wbj 
they  were  out-of-favor  bargains,  ma 
ly  between  1979  and  1982.  Tod 
they're  back  in  favor;  GenCorp 
example  sells  for  18  times  earnin 
while  Brunswick  trades  at  13  tirr 
earnings. 

Was  it  a  mistake  to  liquidate  t 
portfolio  so  cheaply?  Gulf  &  Weste 
hasn't  done  badly  without  the  stoc. 
and  investors  obviously  approve 
what  Martin  Davis  is  doing  with  th 
slimmed  down,  more  tightly  focus 
$3.1  billion  company.  The  stock  \ 
jumped  from  20'/4  at  Bluhdorn's  dec 
to  65%  lately. 

So  you  can't  call  Davis'  new  straj 
gy  a  mistake.  But  in  Bluhdorn's  obi 
ary,  Davis  himself  noted  that  Char 
Bluhdorn's  favorite  expression  arou 
the  office  was,  "What  is  the  bottc 
line?"  Gains  of  $820  million  and  y 
murdered  the  market  averages,  Chi 
lie.  That's  the  bottom  line. 

Different  leadership  and  differs 
philosophy,  but  good  results  in  be 
cases.  ■ 


Culf&  Western  Clxiirman  Martin  Davis  (left)  and  founder  Charles  Bluhdorn 

leadership  and  different  philosophy,  but  good  results  in  both  cases. 


Dictaphone  Introduces 
Connexions: 

or  the  many  voices  of  business. 


Some  days,  don't  you  feel  like  you're 
j:  loing  through  the  motions?  Trying  to  com- 
n  icate  but  getting  nowhere.  You  miss 
r-rtant  messages.  Clients  don't  get  your 
a  .  Everything  seems  to  pile  up.  Did  you 
v  think  there  has  got  to  be  a  better  way? 
Tie  is.  Dictaphone's  new  Connexions  voice 
flossing  system. 

Connexions  can  become  the  all-in-one 
e  top  communications  center  for  your  voice 
ifiisiness.  The  Connexions  voice  pro- 
e  ing  system  is  so  sophisticated,  it  will  prac- 
c  y  let  you  run  your  entire  business  from 
c  desk. 

The  Connexions  system  enables  you 


to  communicate  with  your  staff,  your  associ- 
ates, your  customers  . . .  any  time,  from  any- 
where. And,  one  time  is  all  it  takes  to  get  your 
message  across.  Connexions  handles  all 
your  voice  communications  needs.  Because 
actions  don't  always  speak  louder  than  words. 

The  Connexions  voice  processing 
system.  New  from  Dictaphone.  The  Voice  of 
Business. 

THE  VOICE 
OF  BUSINESS 


^To  learn  more  about  Connexions  frorn^ 
I  Dictaphone  call  toll-free: 

I  1-800-342-8439 
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|  Title  


oi  write: 


Dictaphone  Corp. 
120  Old  Post  Road 
Rye,  NY  10580-0648 


_ Phone _ 


Company. 
Address  


_  State. 
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I  City  

|  DICTAPHONE0"  and  Connexions'"  are  trademarks  of 
^TJiclaphone  Corp  ,  Rye,  N  Y  '1986  Dictaphone  Corp 


A  Pitney  Bowes  Company 


Raymond  Baddour,  MIT  professor  and  Lloyd's  investor 

"Everything  you  do  is  risky.  The  motivation  is  to  make  money.' 


London's  Big  Bang  deregulated  its  Wall 
Street.  For  many  naive  U.S.  investors  an- 
other explosion  is  waiting. 

The  time  bombs  at 
Lloyd's  of  London 


By  Richard  Mora  is 


Raymond  Baddour,  a  61 -year- 
old  professor  of  chemical  engi- 
neering at  MIT,  has  just  put  up 
$105,000  to  become  a  new  investor  at 
Lloyd's  of  London,  the  fabled  insur- 
ance underwriting  consortium.  Bad- 
dour bought  into  11  of  the  400-plus 
syndicates  that  now  make  up  the 
Lloyd's  group,  insuring  everything 
from  supertankers  to  satellites.  Bad- 


dour, by  his  own  admission,  knows 
little  about  the  insurance  business. 
He  is  about  to  find  out  whether  he 
knows  anything  about  high-leverage, 
high-risk  investing.  If  claims  and  ex- 
penses against  any  of  his  syndicates 
exceed  premiums  and  investment  in- 
come, Baddour  becomes  personally  li- 
able for  his  share  of  the  losses. 

The  professor  is  just  one  of  some 
3,000  Americans  who  have  been 
throwing  money  at  Lloyd's  in  the  last 


two  years.  The  number  of  U.S.  inv 
tors  in  the  syndicates  is  growing  ati 
annual  rate  of  about  25% — thl 
times  the  rate  for  total  membersb 
"Some  Americans  are  going  to  get  I 
ribly  roasted,"  says  Keith  Whitten, 
English  venture  capitalist  and  Lloy 
investor.  "Everything  you  do  is 
ky,"  says  Baddour,  unmoved.  "1 
motivation  is  to  make  money." 

An  American  investor  with  a  mi 
mum  of  $150,000  in  quick  assets 
buy  into  Lloyd's  relatively  simj 
through  any  of  its  agents.  To  m; 
sure  investors  know  what  they're  $ 
ting  into,  Lloyd's  insists  on  an  in 
view.  But  the  best  part  is  that 
don't  have  to  put  up  cash.  Instead,  ] 
can  pledge  an  existing  investmen 
in  stocks,  bonds,  whatever — as  col 
eral  and  continue  to  collect  the  ret 
on  the  pledged  securities.  In  eff< 
then,  the  investment  is  working  d 
ble  time. 

Consider:  If  you  pledge  a  $131, 
deposit,  backed  by  shares  in  a  mut 
fund  you  own,  you  can  continue  ■ 
lecting  dividends  from  the  fund,  p 
whatever  a  $375,000  share  of  y 
Lloyd's  syndicate  pays.  (You  can 
cept  almost  three  times  your  dep> 
in  syndicate  risk.)  According  to 
Association  of  Lloyd's  members 
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med  "Best  Buy"  in  the  over  $25,000  luxury 
dan  class,  the  Jaguar  X J6  is  the  standard 
which  other  luxury  cars  are  judged. 


■ 


c  the  second  consecutive  year,  the 
c  Drs  of  Motor  Trend  magazine  have 
E.cted  the  Jaguar  XJ6  as  "best  buy" 
m  among  all  high-priced  luxury  se- 
els. Once  again,  the  best  Jaguar  ever 
I  has  been  recognized  as  a  remark- 
fc|>;  automobile,  as  a  standard  by 
lh  other  luxury  sedans  are  judged. 
He  criteria  that  this  most  honored 
e  uar  has  established  are  not  easily 
i  Developed  through  years  of  evo- 
i  nary  refinement  and  painstaking 
t  ition  to  detail,  the  Jaguar's  classic 
<uty,  luxurious  appointments  and 
r  eccable  road  manners  are  testi- 
fy to  its  sterling  reputation. 

niversally  acclaimed  as  one  of  the 
let  artful  automobiles  ever  con- 
<  ed,  the  Jaguar  sedan's  gently  curv- 
i  silhouette  suggests  graceful  motion 

n  at  rest.  It  is  a  shape  that  endures— 


a  masterwork  of  automotive  sculpture. 

Inside  the  Jaguar  sedan's  spacious 
cabin,  the  driver  and  passengers  enjoy 
a  most  elegant  setting.  Far  removed 
from  the  typical  automobile  interior,  the 
Jaguar's  cabin  is  a  refreshing  retreat, 
rich  with  fine  leather,  rare  walnut  and 
comforting  silence.  Numerous  conve- 
nience accessories,  including  auto- 
matic climate  control,  sunroof,  a  trip 
computer,  an  80- watt  stereo  sound  sys- 
tem and  cruise  control,  make  Jaguar 
motoring  a  rewarding  experience. 

For  all  its  beauty  and  luxury,  the 
Jaguar  XJ6  is  also  an  agile  and  spirited 
road  machine.  Utilizing  precisely  tuned 
four  wheel  independent  suspension 
and  a  rigid  chassis,  the  Jaguar  sedan 
achieves  a  remarkable  balance  of  race- 
worthy  handling  characteristics  and 
supple  ride.  A  six  cylinder  dual  over- 


head cam  engine  provides  ample 
power  for  the  most  energetic  driver. 

The  object  of  rigorous  quality  con- 
trols, the  1987  Jaguar  XJ6  sedan  is 
backed  by  a  three  year/36,000  mile 
warranty. 

Your  Jaguar  dealer  cordially  invites 
you  to  spend  a  few  very  enjoyable  min- 
utes behind  the  wheel  of  this  much  cel- 
ebrated sedan.  He'll  also  be  happy 
to  provide  full  details  of  the  Jaguar 
limited  warranty.  For  the  name  of  the 
Jaguar  dealer  nearest  you,  dial 
1-800-4-JAGUAR.  Jaguar  Cars  Inc., 
Leonia,  NJ  07605. 

ENJOY  TOMORROW.  BUCKLE  UP  TODAY. 

JAGUAR 

J  A  BLENDING  OF  ART  AND  MACHINE 


Gannett  Co.,  the  nationwide  news  and  information  company, 
recently  reported  an  8  percent  gain  in  net  income  for  the  13 
weeks  ended  September  28,  the  76th  consecutive  increase  in 
comparative  quarterly  earnings  since  the  company  went  public 
in  1967. 

Period  Ending  September  28 


Net  Income 

Earnings  Per 
Share 

Operating  Income 

Operating 
Revenues 


13  Weeks 
+  8% 

+  7% 
+  16% 

+  25% 


39  Weeks 
+  8% 

+  7% 
+  17% 

+  27% 


Revenues  and  income  for  the  third  quarter  and  nine  months 
include  results  of  recently  acquired  operations,  including  the 
Des  Moines  Register,  the  Detroit  News,  The  Courier-Journal  and 
Louisville  Times,  community  newspapers  in  California,  New 
Jersey  Tennessee  and  Iowa,  W*USA-TV  at  Washington,  DC, 
KVUE-TV  at  Austin,  KTKS-FM  at  Dallas,  KHIT-FM  at  Seattle, 
and  KCMO/KCPW-FM  at  Kansas  City. 

Gannett  publishes  92  dailv  newspapers,  including  USA 
TODAY,  40 non-daily  newspapers  and  USA  WEEKEND,  a 
newspaper  magazine.  The  company  owns  eight  television 
stations  and  18  radio  stations.  Gannett  also  owns  the  largest 
outdoor  advertising  company  in  North  America. 

For  more  information  about  Gannett,  write  Corporate 
Communications,  RO.  Box  7858,  Washington,  DC  20044. 

GANNETT 


A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 


Gannett  1986 


you  had  been  in  on  syndicates  li| 
number  741  in  1983,  which  insurl 
various  marine  risks,  the  payoff  tb 
year  would  have  been  $157,462.  R| 
member,  that's  on  top  of  whatever  tl 
mutual  fund  was  paying  in  that  sar| 
period. 

The  downside?  Awesome.  If  yc 
had  been  on  syndicates  like  184, 
casualty  insurer,  you'd  be  writingi 
check  for  $421,176  in  losses. 

Lloyd's  is  no  place  for  a  quick  tun 
Syndicates  keep  books  on  a  three-yej 
accounting  system;  investors  mu 
wait  that  long  before  they  knot 
whether  they  have  tanked  or  pra 
pered.  In  the  last  closed  year,  198 
according  to  the  association,  28% 
all  syndicates  produced  losses.  A 
syndicates  combined  in  1983  eamec 
profit  of  only  1.4%  on  premium  i] 
come,  compared  with  14.2%  in  198i 

The  three  years  1985  through  198 
are  said  to  have  the  makings  of  a  vij 


No  new  scandal  at  Lloyd's 
has  surfaced  since  the  199 
regulations,  but  loads  of 
land  mines  remain.  Despitt 
great  improvement,  Lloyd's 
still  has  a  way  to  go  on 
disclosure.  It's  not  even 
mandatory  to  report  the 
details  of  the  types  of  risks 
syndicates  accept. 

tage  period.  The  industry  consensus 
that  in  most  insurance  markets- 
cept  for  motor  vehicles — there  shou. 
be  an  underwriting  profit  as  well 
income  from  the  invested  premium 
That  surely  helps  explain  why  in  jui 
the  last  three  years  Lloyd's  has 
tracted  enough  new  investors  to  doi 
ble  the  amount  of  premium  it  accep 
from  $6.3  billion  to  $12.8  billion. 

Investors  seem  not  at  all  put  off  b 
some  rather  frightening  skeletons 
Lloyd's  closet.  One  of  the  more  om 
nous,  the  PCW  affair,  forced  seve 
disciplinary  actions  and  cheated  syi 
dicate  investors  out  of  $60  millic 
over  13  years.  Syndicate  books  wei 
well  cooked  and  premiums  were  mi 
appropriated  for  such  niceties  as  tU 
purchase  of  a  villa  on  the  French  Riv 
era  and  production  of  a  softcore  po 
nographic  film.  Worse,  the  1,500  or  s 
PCW  investors,  including  Lloyd 
Chairman  Peter  Miller  and  the  Duel 
ess  of  Kent,  are  personally  liable  fc 
losses  totaling  more  than  $350  mi 
lion.  Some  could  face  bankruptcy. 

Lloyd's  has  grown  from  4,0C 
chummy  investors  in  1956  to  som 
30,000  today,  but  its  rules  and  regul; 
tions  were  slow  to  change.  Not  unt 
1982,  for  example,  did  Parliamer 


Same  Direction 


Moving  in  the 

Lucky-Goldstar  is  a  group  of  23 
orean  companies  involved  in  chemistry, 
lectronics,  finance,  and  trade.  By  com- 
ining  the  best  of  East  and  West,  we 
uilt  a  U$10-billion  enterprise  around  a 
;am  of  70,000  talented  individuals. 

But  our  achievements  aren't  ours 
lone. 


usiness  fields  of  Lucky-Goldstar  companies: 


Successful  partnerships  with  com- 
panies like  AT&T,  Hitachi,  Siemens,  and 
Caltex;  and  overseas  subsidiaries  like 
Goldstar  of  America  in  Huntsville,  Ala- 
bama are  doing  a  lot  to  stimulate  mu- 
tual growth,  while  promoting  economic 
development  and  free  market  systems  in 
countries  around  the  world. 


At  home,  we're  known  as  the 
quality  choice.  Abroad,  as  a  good 
neighbor  and  reliable  business  partner. 

Take  time  to  get  to  know  us  bet- 
ter. Contact  the  Business  Development 
Dept.,  Lucky-Goldstar  Int'l  Corp., 
CPO  Box  1899,  Seoul,  Korea. 
Phone  (02)  776-6517,  Telex  K27266LGLNTL. 

M  LUCKY  GOLDSTAR 


hemistry  □  Lucky,  Ltd.  □  Lucky  Advanced  Materials  Electronics,  Electrics  &  Communications  □  Goldstar  Co.,  Ltd.  □  Goldstar  Cable  □  Goldstar  Telecommunication  □  Goldstar  Electric  j  Goldstar  Instrument  &  Electric 
j  Goldstar  Precision  □  Shinyeong  Electric  _i  Goldstar  Semiconductor  Goldstar-Alps  Electronics  Goldstar-Honey  wel  I  □Goldstar  Magnetech  Energy  and  Resources  □Honam  Oil  Refinery  □Korea  Mining &  Smelting 
onstruction  and  Engineering  □  Lucky  Developments  Lucky  Engineering  Financial  Services  D  Lucky  Securities"  Pan  Korea  Insurance  ^Goldstar  Investment  &  Financed  Pusan  Investment  &  Finance  Trade  and 
istribution  'J  Lucky-Goldstar  International  I  Hee  Sunq  Public  Service  jThe  Yonam  FoundationHThe  Yonam  Educational  Institute  Soorts  □  Luckv-Goldstar  Soorts 


HOW  TODAY'S  MOST  PRODUCTIVE  P 


Users  of  these  AT&T  systems  can  do  more,  and 
do  it  faster  than  users  of  other  PCs. 

The  difference:  a  bit  of  technological  lightning 
called  Simul-Task.  Armed  with  Simul-Task,  the  solo 
PC  user  becomes  a  one-man  gang,  and  the  small 
department  becomes  an  army— more  productive  as 
well  as  more  efficient. 

The  secret:  Simul-Task  technology  allows  today's 
AT&T  computers  to  apply  their  power  to  several 
tasks  at  the  same  time. 

Whether  you  work  alone  or  as  part  of  a  group, 
you  can  now  perform  a  database  sort  and  print  from 
a  spreadsheet  at  the  same  time  you  edit  a  letter.  You 
can  send  or  receive  electronic  mail,  or  pull  figures 
from  a  faraway  mainframe  at  the  same  time  you 
outline  a  report. 

In  a  Simul-Task  world,  you  need  never  interrupt 
one  job  to  handle  another.  Quick  as  you  can  fire  up 


new  work  in  the  foreground,  Simul-Task  gets  on 
other  work  in  the  background.  (Which,  incidenta 
is  rarely  more  than  a  keystroke  away.) 

Nor  need  you  wait,  ever  again,  for  the  comput 
to  slog  through  time-consuming  backups  and  son 
Simul-Task  frees  you  from  such  dreary  chores,  so 
can  apply  your  brains  to  more  creative  work. 

TRUE  MULTI-TASKING 
FOR  THE  ONE,  THE  FEW,  AND  THE  MANY. 

Like  adding  a  turbocharger  to  a  high-performai 
car,  Simul-Task  applies  a  powerful  productivity  tx 
to  the  AT&T  computers  experts  already  regard  as 
industrv  thoroughbreds  in  their  own  right. 

AT&T's  PC  6300  PLUS  is  ranked  among  today 
premier  single-user  machines.  The  speed  is  intoxicj 
ing,  the  graphics  razor-sharp.  However,  it  is  AT&r 
Simul-Task  that  catapults  this  IBM-compatible 
a  class  of  its  own. 


[T&T's  3B1  Computer  supports  up  to 
ers,  each  doing  several  jobs  at  once. 
\'  lysis  compare  this  system  to  refriger- 
l 1  -size  minicomputers  costing  ten  times 
much. 


A  unique  one-two  punch:  AT&T's  Simul- 
Task  feature  delivers  advanced  communi- 
cations functions  and  the  ability  to  run 
multiple  programs  at  the  same  time. 


With  Simul-Task,  this  user  can  copy 
information  from  one  application 
directly  into  another  application,  doing  in 
minutes  what  used  to  take  hours. 


ELP  THE  LEADER...AND  THE  PACK. 


i>imul-Task  unleashes  the  full  potential  of  the 
1 86"  processor  chip,  running  virtually  any  of 
I  PC  programs— while  doing  several  other  jobs 
ie  same  time.  Result:  You  have  all  the  advan- 
I  s  of  today's  PC  software,  without  the  limitations 
day's  one-thing-at-a-time  PCs. 
\T<$T's  3Bl  Computer  has  power  and  memory  to 
e  for  work  groups  of  up  to  5  users,  each  doing 
ral  tasks  at  once.  Larger  members  of  AT&T's  3B 
i  ly  of  multi-user  computers  can  extend  the 
i  intages  of  Simul-Task  to  larger  groups  and  to 
l|le  companies. 

system  planners,  please  note:  All  AT&T  PCs 
the  entire  3B  computer  family  were  designed 
l  the  chassis  up  to  share  information  with  other 
nines,  AT&T's  own  and  those  of  other  vendors. 
m  the  time  comes  for  an  integrated,  office-wide 
em,  you'll  be  ready.  We  make  the  pieces  fit. 


WOULD  YOU  LIKE  A  DEMONSTRATION? 

Seeing  is  believing.  AT&T  would  like  to  show  you  how 
today's  most  productive  PCs  can  help  any  individual 
or  any  group  in  your  company  get  more  done  with 
Simul-Task. 

Tb  learn  more,  and  to  arrange  for  a  personal 
demonstration,  please  contact  your  AT&T  Account 
Executive.  You  may  also  stop  by  any  authorized 
AT&T  supplier,  or  telephone  1 800  247-1212. 

'IBM  is  a  registered  trademark  of  International  Business  Machines  Corp. 


AT&T 

The  right  choice. 


mandate  that  Lloyd's  have  an  ind* 
pendent  board  of  directors  and  chi< 
executive.  Since  then  29  brokers  art 
underwriters  have  been  fined,  ce| 
sured  or  suspended. 

No  new  scandal  at  Lloyd's  has  sui 
faced  since  the  1982  regulations,  bi 
loads  of  land  mines  remain.  Conflic 
of  interest  still  exist.  The  same  fin 
that  may  manage  several  syndicate: 
collecting  fees  and  profits  from  then 
at  the  same  time  often  moves  invel 
tors  around  from  one  of  those  man 
aged  syndicates  to  another.  In  such 
case,  can  an  investor  count  on  objei 
tive  advice?  Although  spreading  one 
risk  is  essential  to  insurance,  PC\I 
participants  were  encouraged  to  at 
cept  unusually  large  shares  on  a  fc 
syndicates.  And  some  of  Lloyd 
agents  today  are  still  urging  investoi 
to  take  on  dangerously  large  share: 
That's  one  reason  Americans  i 
Lloyd's  take  on  roughly  50%  large 
shares  than  is  customary  in  England 

Lloyd's  insiders  say,  too,  that  : 
isn't  easy  for  outsiders,  particularl 
foreigners,  to  get  in  on  some  of  tb 
most  promising  syndicates.  And  de 
spite  great  improvement,  compare 
with  pre-1982,  Lloyd's  still  has  a  wa 
to  go  in  its  disclosure  rules.  It's  nc 
even  mandatory  to  report  details  c 
the  types  of  risks  syndicates  accept  c 
to  disclose  full  details  of  agency  fee 
and  commissions.  "No  matter  hoi 
much  you  probe,  Lloyd's  is  still 
mystery,"  says  a  former  insuranc 
commissioner.  "You  find  you're  deaj 
ing  with  marshmallows." 

On  top  of  all  that,  of  course,  are  th 
dangers  inherent  in  the  game  tha 
Lloyd's  has  no  direct  control  over.  Ii 
the  U.S.  reinsurance  fraud  is  a  growt. 
industry  (Forbes,  Sept.  22).  Because  re 
insurance  is  a  type  of  money  laundei 
ing — the  endless  passing  of  premiur 
around  the  world — it's  virtually  irr 
possible  to  prevent  every  swindle  c 
misrepresented  risk.  As  the  granddac 
dy  of  the  reinsurance  game,  Lloyd' 
can't  help  but  collect  some  of  the  gai 
bage  floating  around. 

Lloyd's  has  justifiably  resisted 
heavy  regulatory  hand  in  all  this.  1 
has,  after  all,  survived  over  the  year 
through  the  creativity  of  its  undei 
writers.  "I  could  stifle  the  marke 
with  overregulation  tomorrow,"  say 
Chairman  Miller.  "But  this  is  a  fre 
market  where  choice  is  essential." 

Fair  enough.  But  unsophisticate> 
investors  ought  to  be  quite  clear  abou 
what  they  are  getting  into.  If  things  g< 
sour,  they  must  be  prepared  to  blam 
themselves.  The  PCW  scandal,  it  wil 
be  recalled,  was  best  described  as  "th' 
rape  of  the  greedy  by  the  mor 
greedy."  ■ 


Today's  success  stories 
are  being  written  on 
Canon  AP  300  typewriters. 


Success  is  the  name  of  the  game  no  matter  what  business  you're  in.  That's  why  you  need  the  amazing 
j ion  AP  300  electronic  typewriter  working  for  you. 

Underlining,  indenting,  bold  print,  centering  and  line  framing  for  charts  are  all  done  automatically  by 
h  AP  300.  Plus,  it  has  a  half-page  correction  memory  to  help  eliminate  errors,  and  enough  memory  to  store 
quently  used  names,  addresses  and  phrases. 

Canon  offers  innovative  options  to  expand  the  AP  300  like  a  9"  CRT  screen  that  displays  a  half-page  of 
I  and  provides  advanced  editing  features,  such  as  global  search  and  replace. 

Checking  and  correcting  spelling  is  easy,  too.  Canon': 
ii  ional  90,000-word  dictionary  will  alert  you  to  possible 
3  )rs  and  suggest  corrections.  You  can  even 
;i  a  specialized  dictionary  for  the  medical,  legal, 
i  iking/finance  and  insurance  fields.  f 
Each  of  these  options  is  also  available  on  r  A 
\  AP  350,  which  has  a  memory  that's 
:  >andable  to  24K.  And  for  less-complex 
'ing  needs,  there's  the  Canon  AP  200 
Since  Canon  has  600  dealers  coast 
i  :oast,  service  is  never  a  problem. 

So  start  writing  your  success 
ry  right  away.  If  it's  written  on  a 
non  typewriter,  it's  sure  to  have 
lappy — and  profitable — ending. 

For  more  information 
the  complete  line  of  Canon 
ctronic  typewriters,  call 
00-453-1800.(In  Utah, 
00-922-3131.) 

'ation 

ow  Successful  Companies  Type! 

m  U.S.A.,  Inc.,  One  Canon  Plaza.  Lake  Success.  NY  11042  E  1986  Canon  U  S  A  .  Inc 


There's  only  one  way  to  get  a  piece  of  Wall 
Street's  most  profitable  brokerage.  Buy 
stock  in  some  European  companies  you 
probably  never  heard  of 

Drexel  Burnham's 
other  partners 


By  Edwin  A.  Finn  Jr. 

Even  if  they  didn't  control 
26.5%  of  Drexel  Burnham 
Lambert  Inc.  between  them, 
two  interwoven  European  companies, 
Pargesa  and  Groupe  Bruxelles  Lam- 
bert, would  be  worth  a  closer  look. 
Groupe  Bruxelles  Lambert  evolved 
from  the  once  flagging  financial  em- 
pire of  Belgium's  Baron  Leon  Lam- 
bert. Pargesa  was  built  largely  on  the 
Swiss  assets  of  France's  esteemed  in- 
vestment bank  Panbas — that  is,  the 
Swiss  Paribas  assets  that  escaped  the 
long  arm  of  Francois  Mitterrand's  na- 
tionalization program  in  1982. 

There's  some  glamour  here.  Groupe 
Bruxelles  Lambert  controls  a  Luxem- 
bourg TV  station  that  is  the  Conti- 
nent's largest  independent  broadcast- 
ing outlet  and  a  front-runner  in  the 
race  to  bounce  a  television  signal  off  a 
satellite  and  reach  all  of  Europe.  The 
goal:  to  get  into  Europe's  embryonic 
market  for  broadcast  advertising.  The 
station  is  now  discussing  joint  pro- 
gramming with  media  magnate  Ru- 
pert Murdoch. 

And  there  is  plenty  of  financial 
muscle  to  back  ambitious  plans.  Be- 
sides connections  with  Drexel  and  a 
score  of  European  financiers,  Pargesa 
counts  among  its  founding  sharehold- 
ers two  of  the  largest  companies  in 
Sweden  and  Ganada:  AB  Volvo  and 
Power  Corp.  of  Canada. 

Who's  behind  all  this?  The  two  key 
players  are  Belgian  industrialist  Al- 
bert Frere  and  French  banker  Gerard 
Eskenazi.  As  comanagers  of  both 
Groupe  Bruxelles  Lambert  and  Par- 
gesa, the  two  preside  over  a  rapidly 
growing  covey  of  banking,  oil,  manu- 
facturing and  real  estate  holdings. 
But,  naggingly,  their  most  valuable 
asset  by  far  remains  the  stake  in 
Drexel;  it  will  probably  contribute 


more  than  50%  of  the  two  companies' 
profits  this  year. 

The  Drexel  stake  is  a  sore  point  for 
two  reasons.  First,  the  Europeans  end- 
ed up  with  their  huge  Drexel  share- 
holding almost  by  luck.  Second,  two 
years  ago  they  gave  away  6%  of 
Drexel  for  what,  in  retrospect, 
amounts  to  peanuts. 


It  all  began  in  1971,  when  Ban 
Lambert  bought  a  small  stake  in  V\l 
ham  D.  Witter  Co.,  a  Wall  Street 
search  house.  After  a  larger  inve 
ment  by  the  baron  in  1976,  Witter  vi 
renamed  Lambert  Brussels  Win 
Group.  Later  that  year  it  merged  w 
Drexel  Burnham.  That's  how  Dre 
Burnham  became  Drexel  Burnh. 
Lambert  and  that's  how  the  ban 
came  to  own  a  piece  of  the  pie. 

Enter  Frere  and  Eskenazi,  a  cou| 
of  entrepreneurs  eager  to  build  an  q 
pire  of  their  own.  In  1982  they  bouj 
into  Baron  Lambert's  main  compai 
Groupe  Bruxelles  Lambert.  With, 
came  the  Drexel  stake.  Built  larg< 
through  such  passive  shareholdini 
the  Eskenazi-Frere  conglomerate 
now  one  of  the  fastest  growing  in  E 
rope.  Current  value:  S3. 2  billion, 
more  than  15  times  in  just  four  yeai 

But  it  hasn't  been  all  roses,  i 
though  Eskenazi  and  Frere  have  be 
hailed  as  Europe's  new  dealmake 
they  have  made  costly  missteps.  T 
worst  came  in  1984,  when  Esken. 
and  Frere  effectively  agreed  to  e 
change  6%  of  Drexel 's  stock  for  di1 
dends,  trimming  their  stake  to  28 


Anatomy  of  an  empire 


With  powerful  backing,  Gerard  Eskenazi  and  Albert  Frere  have  built  a  S3. 2 
billion  conglomerate.  Their  holdings  include  banking,  television  and  oil. 
But  the  gem  is  their  26.5%  stake  in  Drexel  Burnham  Lambert  Inc. 


Public 
shareholders 


Gerard  Eskenazi 
Albert  Frere 
Lambert  family 
AB  Volvo 

American  International  Group 
Power  Corp  of  Canada 
Kuwaiti  Social  Security 
Compagnie  de  Participations 
Internationales  (Benelux) 


52%  26% 


Groupe  Bruxelles 
Lambert 


—  56%- 


Lambert 
Brussels  Corp 


Societe  Financiere 
de  Paribas  Suisse 


57% 


10% 


Henry  Ansbacher 
Holdings  Pic 


26.5% 


Drexel  Burnham 
Lambert  Inc. 


Petrofina 


25%  • 


Compagnie 
Luxembourgeoise 
de  Telediffusion 


Note:  Pargesa  and  Groupe  Bru- 
xelles Lambert  also  own  44% 
of  Banque  Intematronale  a 
Luxembourg,  51%  of  Banque 
de  Gestion  Pnve-Societe  Inter- 
nationale de  Banque,  20%  of 
Groupe  Schneider  and  13%  of 
Banque  BruxeUes  Lambert. 


Source:  Pargesa.  Groupe  Bruxelles  Lambert.  FORBES  estimates 


You  do  it  with  Chew  Because  Chew  has  something  new 
underhood  in  virtually  every  truck  and  van. 

Beginning  with  the  350  V8,  now  available  in  every  full-size 

Chew  Pickup-10  through  30  Series. 

Electronic  Fuel  injection,  now  standard  in  every  gasoline 
engine  in  every  Chevy  Pickup  and  Van. 
And  you  can  feel  the  difference:  10  more 
horsepower  in  the  available  305  V8,  up  to  45  more 
in  the  350.  Plus  torque  to  match. 

Standard  Vortec  V6  power,  now  fuel-injected  for  easy 
starts.  And  power  that  rivals  small  V8s. 

Pop  our  hoods.  Pickup  or  van, 
you'll  see  more  reasons  to 
work  with 

Chew  than  NOTHING 
anybody  WORKS 

e,se  LIKE  A 
CHEVY 
TRUCK 


IMPROVE  YOUR  POWER  BASE. 


HEVROLET  FLEET  SALES 


INSTEAD 

OF  JUST  READING 
ABOUT  WHAT 

HAPPENED  IN 

FOREIGN  EXCHANGE 

LAST  NIGHT, 

YOU  COULD  HAVE 

BENEFITED  BY  IT. 


Opportunities  and  risks  in  foreign  exchange  happen  24  hours  a  day, 
i\  over  the  world.  So,  to  maximize  opportunity  and  minimize  risk,  you 
aould  use  the  global  Foreign  Exchange  Management  team  of  the 
\orld's  most  powerful  investment  bank— Citicorp. 

We  have  bankers  in  93  countries,  linked  by  the  financial  world's  most 
I  Ivanced  electronic  network.  Around  the  clock  and  around  the  world, 
hr  foreign  exchange  people  are  in  constant  touch  with  currency 
Markets  everywhere. 

As  a  Citicorp  foreign  exchange  customer,  you  can  be  on  our  24-hour 
(ill  list.  When  there's  a  significant  risk  or  opportunity,  we'll  call  you. 
h  you  won't  read  about  it  the  following  morning,  after  the  fact. 

Given  the  volatility  of  world  currency  markets,  our  list  of  ways  to 
Manage  currency  risk  is  constantly  changing.  There  are  options, 
tyvaps,  caps,  collars,  options  on  swaps,  even  options  on  options.  We'll 
aiow  you  how  these  and  other  methods  can  work  for  you. 

With  our  unequalled  resources,  Citicorp  can  handle  virtually  any 
t'ansaction  in  any  amount,  in  exotic  currencies  as  well  as  the  major 
rorld  currencies. 

No  wonder  that,  when  financial  directors  and  corporate  treasurers 
Jinked  banks  on  their  expertise  in  foreign  exchange,  they  put 
Citicorp  first. 

Put  this  powerful  team  to  work  for  you;  contact  your  Citicorp 
elationship  Manager. 


CinCORPO  INVESTMENT  BANK 

©  Citicorp  1986  ®  Citicorp  is  a  registered  trademark.  SM  Citicorp  Investment  Bank  is  a  servicemark  ot  Citicorp. 


First  Choice  of  CEO's. 


1/  makes  sense.  Good  business  sense 
The  Lancaster  is  right  in  the  heart  of  the  financial  and  theatre 
district.  .  .  with  the  kind  of  personal  service,  warmth  and 
charm  that  only  a  93-room  hotel  can  provide.  Complimentary 
limousine  throughout  downtown,  hut  you  can  walk  to  Texas 
Commerce  Tower,  Pennzoil  Place.  RepublicBank  Center.  Shell 
Plaza.  Plus  full  health  club  facilities,  mobile  phones,  in-room 
computers.  And.  most  of  all.  a  staff  dedicated  to  your  personal 
service.  So  you  can  keep  your  mind  on  business. 


^LANCASTER9 

701  Texas  Avenue  •  Houston.  Texas  77002  •  713/228-9500 
Outside  Texas  1-800-231-0336  •  Telex  790-506 
Member:  Small  Luxury  HoteLs       A  Lancaster  Group  Hotel 


The  Japan  Fund,  Inc. 


Investment  Advisor  and  Manager:  Asia  Management  Corporation 
(affiliate  of  Scudder,  Stevens  &  Clark  Ltd.) 

Investment  Research  Advisor:  The  Nikko  Research  Center.  Ltd. 

The  |apan  Fund  is  a  diversified  closed-end  investment  company 
whose  policy  is  to  invest  at  least  80%  of  its  total  assets  in  Japa- 
nese securities,  primarily  common  stocks,  with  the  principal 
objective  of  capital  appreciation.  Shares  of  the  Fund  are  listed 
on  the  New  York  and  Pacific  Stock  Exchanges. 

The  Fund's  total  net  assets  were  over  $552  million  as  of 
October  31.  1986. 

For  a  copy  of  the  most  recent  report,  please  write: 
The  Japan  Fund,  Inc. 

c  c  Scudder,  Stevens  &  Clark,  Dept.  C.B. 

345  Park  Avenue 

New  York.  New  York  101 54-0004 


from  34%.  {It  has  since  slipped 
26.5%  because  of  Drexel  empk 
stock  option  plans. I  The  reward! 
measly  SI 00  million  in  divide! 
over  eight  years.  Since  then  Drex* 
earnings  have  surged,  making  the . 
gone  6%  worth  over  S200  million. 

What  happened?  Well,  for  starti 
Drexel  probably  had  a  better  idea  tl 
Frere  or  Eskenazi  that  iunk  boi 
would  become  enormously  profitai 
in  1985  and  1986.  For  their  part, 
kenazi  and  Frere  say  the  deal  i 
done  to  pacify  their  shareholders,  v* 
were  miffed  that  the  Drexel  sto 
didn't  pay  dividends.  Now  they  hi 
their  S12.5  million  annual  divide 
but  at  what  cost? 

It's  likely,  too,  that  in  1984  Parg 
and  Groupe  Bruxelles  Lambert  the 
selves  had  use  for  the  cash.  Pargi 

Unwittingly,  Groupe 
Bruxelles  Lambert  and 
Pargesa  have  helped 
outsiders  pierce  the  thick 
veil  of  secrecy  around 
Drexel's  huge  profits,  a  top 
of  much  speculation  on 
Wall  Street. 

had  just  purchased  the  troubled  L 
don  merchant  bank  Henry  Ansbac 
Holdings,  which  proved  unexpecte 
expensive  to  revive.  Ansbacher 
since  returned  to  profitability,  ea 
ing  S10.7  million  in  the  first  hall 
1986,  but  only  after  Pargesa 
I  Groupe  Bruxelles  Lambert  poured 
more  than  S35  million. 

Their  latest  investment  has  raise 
few  eyebrows.  Late  last  summer 
two  companies  spent  S90  million 
buy  20%  of  Groupe  Schneider,  a  gi 
French  industrial  company  that  ui 
last  year  was  saddled  with  a  mon 
losing   shipbuilding   unit,  Creu 
Loire.  Eskenazi,  a  close  friend 
Schneider  Chairman  Didier  Pine 
Valencienne,  sees  great  potential 
the  company's  robotics  operatio 
among  others.  The  market  seems 
agree.  Schneider  shares  shot  to  SI 
from  SI 5  once  Creusot  Loire  was  iet 
soned.  Frere  and  Eskenazi  bought  in 
about  SI 00  per  share. 
•  Unwittingly,  to  be  sure,  Parge 
and  Groupe  Bruxelles  Lambert  ha 
helped  outsiders  pierce  the  thick  v 
of  secrecy  around  Drexel's  earnings 
topic  of  much  speculation  on  W 
Street.  Based  on  data  gleaned  frc 
Pargesa  and  Groupe  Bruxelles  Lai 
bert  reports,  it  appears  that  Dre? 
had  net  income  of  S340  million  h 
year  and  earned  about  that  much 
this  year's  first  half  alone.  That  mak 
Drexel  the  most  profitable  brokera 


TODAY,  HE  COULD  GET  TOM  AND  HUCK 
INTO  11%  MORE  TROUBLE. 


Few  writers  could  get  characters  in  and  out 
i  hair-raising  scrapes  with  such  proficiency  and 
it  as  Mark  Twain. 

But  consider  how  many  more  adventures 
Jr. Twain  could  have  thrilled  us  with  if 
P  had  the  use  of  telephone  acces 
iiries  from  Plantronics. 

We  figure  we  could  have  easily 
posted  Mr.  Twain's  productivity  on 
•  e  phone  by  59%.  And  boosted  his 
rerall  efficiency  by  at  least  11%* 

Unfortunately  Mr. Twain  never  had  ' 


Supra  gives  yar 
hinds  the  freedom 
in  conduct  busines 


the  chance  to  use  the  products 
that  would  have  kept  Tom 
and  Huck  up  to  their  necks  in 
mischief.  But  you  do. 

Lightweight  headsets 
that  set  your  hands  free 
Amplified  handsets 
specially  made  for 
noisy  environments.  Even  a  much- 
improved  version  of  the  popular 
speakerphone. 
In  fact,  nobody  has  more  ways  to  help 


you  get  the  most  from  every  word. 
So  if  personal  communication 
is  as  important  to  your  livelihood  as 
it  was  to  Mr.  Twain's,  contact  your 
Plantronics  distributor.  Or  call  us  at 
1-800-538-0748.  In  California, 
mgivt  die  1  800  662-3902  Extension  1020. 

speakerphone  jQ  ^jfg  y0(jr  Qwn 

happy  ending. 

9  PLANTRONICS 

Someday,  all  communication  will  be  this  efficient. 


'  II  It  Maynard  study.  Plantronics  headset  user vs  a  standard  telephone  handset  user.  0 1986 Plantronics,  Santa  Cruz.  CA 


in  the  country  and  suggests  that  the 
firm's  overall  value  would  exceed 
$3.5  billion. 

But  Drexel's  meteoric  rise,  in  turn, 
raises  a  question  about  Pargesa  and 
Groupe  Bruxelles  Lambert:  Where 
would  they  be  without  their  huge 
Drexel  stake?  Are  they  anything  more 
than  a  jumble  of  unrelated  enter- 
prises? Broadcasting,  despite  all  the 
hoopla,  will  probably  never  grow  be- 
yond 20%  of  the  companies'  business. 
Like  the  Schneider  stake,  it  shows 
great  promise  but  remains  unproven. 

Not  to  worry,  says  Moseley  Interna- 
tional analyst  David  Bodenberg,  who 
recommends  both  Pargesa  and 
Groupe  Bruxelles  Lambert.  Pargesa 
shares,  trading  in  Geneva,  and  Groupe 
Bruxelles  Lambert  shares,  in  Belgium, 
have  more  than  doubled  since  early 
1985.  And  that  doesn't  include  cur- 
rency gains  against  the  dollar,  which 
have  been  more  than  30%. 

Bodenberg's  continuing  bullishness 
arises  from  the  financial  acumen  of 
Eskenazi  and  the  operating  capabili- 
ties of  Frere.  Says  Bodenberg,  "They 
use  their  holdings  as  an  information 
network  to  find  deals  for  their  invest- 
ment banks." 

Yet  Eskenazi  and  Frere  don't  con- 
sider themselves  akin  to  U.S.  raiders. 
They  generally  don't  swallow  compa- 
nies whole  and  then  dismember 
them,  and  they  don't  take  greenmail. 
"We  are  exactly  the  opposite  of  the 


raiders,"  says  Eskenazi.  "When  you 
are  a  raider,  you  can  make  a  lot  of 
money,  but  you  don't  build  up  an  in- 
stitution. .  .  .  We  want  the  manage- 
ment of  the  companies  in  which  we 
take  a  stake  to  be  part  of  the  family." 
Doesn't  sound  much  like  Carl  Icahn. 

The  Luxembourg  broadcasting 
company  is  characteristic  of  the  way 
Eskenazi  and  Frere  operate.  They  in- 
directly own  a  quarter  of  the  station's 
stock,  while  much  of  the  rest  is  held 
by  a  group  of  companies  that  reads 
like  a  Who's  Who  of  European  business: 
Moet  Hennessy,  8%;  Bertelsmann, 
8%;  Paribas,  10%;  and  Schlumberger, 
12%.  A  comfortable  alliance — and 
powerful  enough  to  open  doors  in 
both  France  and  Germany,  if  need  be. 

Drexel,  too,  could  prove  an  impor- 
tant connection — if  played  right.  Es- 
kenazi says  Pargesa  already  has  placed 
junk  bonds  in  Europe  for  Drexel,  and 
he  hopes  to  do  more  of  that  business. 
The  danger  is  that  Drexel  will  prefer 
to  find  its  own  overseas  bond  buyers, 
as  it  did  recently  in  Japan.  Again,  great 
promise,  but  no  pudding  yet. 

Also,  Drexel  could  soon  find  itself 
competing  head  to  head  with  Pargesa 
and  Groupe  Bruxelles  Lambert.  That 
prospect  grows  more  likely  as  Europe- 
an raiders  take  a  fancy  to  the  U.S.  and 
vice  versa.  Pargesa  and  Groupe  Bru- 
xelles Lambert,  for  example,  in  1985 
joined  a  partnership  to  back  Anglo- 
French  financier  Sir  James  Goldsmith 


in  his  takeover  bid  for  Crown  Zelle 
bach  Corp.  The  partnership  put  n 
about  $200  million  and  stands  to  g\ 
more  than  $100  million  in  profits  ; 
Goldsmith  sells  off  pieces. 

Nonetheless,  Pargesa  and  Grouj 
Bruxelles  Lambert  do  have  umqi 
skills  to  offer  Drexel,  mainly  in  tH 
arena  of  European  privatizatioi 
France  alone  plans  to  sell  65  nationa 
ized  companies  to  the  public,  with  a 
estimated  value  of  $30  billion. 

Here  Eskenazi  finds  himself  in  tb 
spotlight.  He  was  second  in  charge  i 
Paribas  until  the  Mitterrand  nationa 
ization,  and  now  the  French  are  aboi 
to  reverse  themselves  and  privatiz 
the  prestigious  investment  bankin 
firm.  Despite  rumors,  Eskenazi  say 
he  won't  return  to  run  Paribas.  H 
admits  that  he  hopes  to  win  moi 
Paribas  business.  In  fact,  one  reaso 
France  is  privatizing  Paribas  is  to  hel 
the  investment  bank  get  the  kind  c 
global  connections  Pargesa  an 
Groupe  Bruxelles  Lambert  can  offer. 

That  could  prove  to  be  a  gold  min< 
especially  with  Paribas  expected  t 
handle  much  of  France's  privatizatio 
program. 

For  Eskenazi,  the  game  has  gon 
full  circle.  The  nationalization  shoo! 
up  his  life  in  1982  and  prodded  him  t' 
form  profitable  Pargesa.  Now  there' 
even  more  money  to  be  made  by  un 
raveling  what  the  Socialists  hav* 
wrought.  ■ 


At  Porsche,  we  don't  usually 
make  comparisons  with  other  cars. 
But  in  this  case,  we're  willing 
to  make  an  exception. 


Zero  to  sixty,  5.5  seconds. 
Top  speed,  157  miles  per  hour. 


For  nearly  four  decades  it  has  been 
Professor  Porsche's  philosophy  that  a 
car  should  do  more  than  simply  move 
people  from  one  point  to  another. 

Much  more. 

And  anyone  who's  ever  had  the  good 
fortune  to  drive  a  car  like  the  one  on  the 
left  knows  exactly  what  he  had  in  mind. 

Since  its  introduction  in  1974 
the  race-bred,  rear-engine  911  Turbo  has 


stood  alone  as  the  fastest,  most  powerful 
production  Porsche  ever  built. 

The  ultimate  expression  of  Professor 
Porsche's  philosophy. 

But  now  turn  your  attention  to  the 
car  on  the  right.  The  new  928S  4. 

With  its  front-mounted,  liquid- coole 
V-8  engine  and  rear-mounted  transmissk 
it's  as  different  from  the  911  Turbo  as  it 
could  possibly  be.  A  fact  which  did  not 


911  TUrbo  6-cylinder,  horizontally  opposed,  two  overhead 
camshafts,  air-cooled  rear  engine  with  hirbocliarger  and 
intercooler,  3299cc,  282  hp.  Weight:  2976  lbs.  0-60  mph: 
5.5  sec.  Top  speed:  157 mph. 


Zero  to  sixty,  5  Jseconds. 
Top  speed,  165  miles  per  hour. 


supe  the  attention  of  surprised 
*c  sche  enthusiasts  when  the  first  928 
fc  introduced  in  1977. 

But,  like  the  911  Turbo,  the  928S  4 
tried  as  a  breakthrough  in  sports  car 
k  ign.  A  design  that  promised  even 
n  re  than  a  new  level  of  performance. 


Since  then,  it  has  evolved,  year  by 
year,  to  higher  and  higher  levels  of 
performance.  Incorporating,  at  every 
step,  the  most  advanced  technology  our 
engineers  could  devise. 

And  so  today,  it  is  the  928S  4  which 


stands  alone  as  the  fastest,  most  power- 
I  It  promised  a  totally  new  driving  ex-  ful  production  Porsche  ever  built. 
I  ience.  Different  from  the  challenge  of       The  ultimate  expression  of  Professor 
h  911  Turbo,  yet  every  bit  as  rewarding.   Porsche's  philosophy. 


"It  was  never  my  philosophy  to  ask 
where  the  engine  should  be  placed." 


*4But  which  solution  would  bring  the 
greatest  gains!' 

Curious  words  from  a  man  who 
made  rear-engine  sports  cars  synony- 
mous with  high  performance. 

But,  by  1971,  the  gains  achieved  by 
Professor  Porsche  and  his  engineers 
had  already  brought  the  911  to  such  a 
state  of  perfection,  they  felt  the  need 
for  a  new  challenge. 

And  Professor  Porsche  made  it  the 
challenge  of  a  lifetime— create  a  totally 
new  car  with  the  most  advanced 


technology,  and  the  potential  for  more 
performance  than  even  Porsche  enthu- 
siasts had  come  to  expect. 

The  result,  in  1977,  was  the  Porschi 
928.  A  car  which,  today,  as  the  928S4- 
the  fourth  generation  of  this  remarkab 
design— has  emerged  as  the  new  bene! 
mark  of  sports  car  performance. 

This  year,  the  front-mounted, 
5-liter  V-8,  with  4-valve  cylinder  heads 
derived  from  our  956  endurance  racer, 
produces  316  horsepower,  up  from  288 

It's  the  most  powerful  production 


I  ^ine  weVe  ever  built.  And,  with  its  net- 
rkof  computer-coordinated  functions 
r  gnition,  fuel  injection,  knock  sensors 
a  i  new  two-stage  resonant  induction 
t  imbers— the  most  sophisticated. 

For  us,  of  course,  performance  is 
n  t  solely  a  function  of  horsepower. 

The  Porsche-pioneered  transaxle 
I  vetrain  plays  an  essential  part  in 
u:lizing  the  full  potential  of  our  astound- 
115  engine.  By  transmitting  as  much  of 
I  it  power  to  the  road  as  possible,  with  a 
dgree  of  control  unprecedented  among 
pDduction  cars. 

1  As  shown  below,  the  front-mounted 


engine  and  rear-mounted  transmission/ 
differential  make  weight  distribution 
virtually  equal  over  both  axles. 

This,  combined  with  the  self-correct- 
ing action  of  our  Weissach  Rear  Axle, 
helps  make  the  928S  4  remarkably  stable. 

So  at  higher  speeds,  it  exhibits  the 
kind  of  confident  handling  and  corner- 
ing ability  that  even  professional  drivers 
find  impressive. 

Add  to  all  this  its  advanced  anti-lock 
braking  system,  and  the  result  is  a  high- 
performance  car  which,  in  just  9.0  sec- 
onds, can  take  you  from  zero  to  sixty. 

And  back  to  zero. 


e  don't  intend  to  make  them  any  faster. 


mi  the  day  the  very  first  Porsche 
rolled  out  into  the  world,  we  have  believed 
in  the  absolute  incompatibility  of  build- 
ing fast  cars  and  building  cars  fast. 

Below,  you  see  our  latest  example  of 
that  belief.  And  the  best  example  to  date. 

The928S4. 

It  has  long  been  obvious  to  us,  if  not 
to  others,  that  high  performance  is  the 
result  not  only  of  a  superior  design.  But 
also  of  the  production  process  that  turns 
that  design  into  reality. 

That's  why,  for  39  years,  Porsches 


have  been  manufactured  with  unhuni 
hand-built  precision.  A  passionate  res' 
tance  to  the"eff  iciencies"of  automation 
And  little  regard  for  production  quotas 

The  assembly  process  is  so  meticu 
bus,  in  fact,  that  a  928S  4  takes  nearly 
three  weeks  to  complete. 

Every  minute  of  which  involves 
the  skilled  labor  of  dedicated  craftsme 
second  generation  Porsche  employees, 
in  many  cases. 

Engine  builders  who  see  nothing 


sl  ange  about  a  company  that  requires 
tbm  to  maintain  blueprint  specifica- 
ti  ns  to  within  l/1000th  of  a  millimeter. 

Metalworkers  whose  sensitive  and 
p  acticed  hands  can  detect  the  slightest 
f]  ws  that  might  compromise  the  car's 
a  rodynamic  shape. 

1  Assembly  line  workers  who,  rather 
t]  an  performing  simple  rote  functions, 
t:  iQ  pride  in  mastering  virtually  every 
s  :p  in  the  assembly  process.  And  make 
adgnificant  contribution  to  the  per- 
formance of  the  cars  they  build. 

This  kind  of  commitment  extends 
e  en  to  those  craftsmen  who  have  little 


to  do  with  how  fast  a  928S  4  can  get  from 
zero  to  sixty. 

Like  the  painters  and  leather  workers 
whose  skill  and  uncompromising  artistry 
add  their  own  level  of  exhilaration  to 
driving  a  Porsche. 

All  of  which  brings  us  back  to  the 
simple  truth  we  started  out  with. 

It's  one  thing  to  design  a  high  per- 
formance car.  But  when  it  comes  to 
building  it,  the  key  is  motivation,  not 
automation. 

Quality,  not  quantity. 

Slow,  not  fast. 


928S  4  8-cylinder,  90  degree  Vfour  overhead  camsfuifts, 
four  valves  per  cylinder,  liquid-cooled  front  engine, 
4957 cc,  316  hp,  transaxle  design.  Weight:  3505  lbs.  0-60 
mph:  5. 7  sec.  Top  speed:  165  mph  (performance  figures 
with  manual  transmission). 


hxperience  all  the  new  Porsches  first  hand.  Call  (800)252-4444 
for  the  location  of  your  nearest  authorized  Porsche  dealer. 


4DC  Holdings  is  a  home  builder  that  has 
\rown  like  Topsy.  It  doesnt  operate  by  the 
)ld  rules,  and  thafs  what  has  Wall  Street 
vorried. 


House  of  cards? 


By  Barry  Stavro 


In  a  scant  five  years  MDC  Hold- 
ings, Inc.  in  Denver  has  grown 
from  a  local  outfit,  lucky  to  move 
■00  houses  a  year,  to  the  fastest-grow- 
ng  home  builder  in  the  U.S.,  with 
levelopments  stretching  from  Washi- 
ngton, D.C.  to  Arizona,  Florida  and 
Talifornia.  In  that  time  it  has  rung  up 
return  on  equity  averaging  23.2%. 


Last  year  MDC  put  the  "sold"  sign  on 
2,400  homes  and  hit  $382  million  in 
sales  and  $24  million  in  profits,  or 
$1.74  per  share.  This  year  the  compa- 
ny will  likely  surpass  5,000  homes 
sold,  $725  million  in  sales,  and  $39 
million  in  profits,  or  $1.95  per  share. 

"Most  builders  think  it's  just  buy- 
ing lots  and  building  homes,"  says 
MDC  Chief  Executive  Michael 
Feiner,  40.  "We're  more  than  just  a 


home  builder." 

Indeed  it  is,  and  there's  the  rub.  For 
all  of  MDC's  impressive  growth,  Wall 
Street  clearly  has  concerns  about  the 
company.  Its  stock,  trading  recently 
at  16,  is  up  from  4  in  1982,  but  it 
trades  at  a  P/E  of  8,  the  lowest  of  any 
major  home  builder.  Why? 

For  one  thing  MDC  is  loaded  with 
$670  million  in  long-term  debt, 
against  a  net  worth  of  $207  million. 
Much  of  that  debt  is  junk  bonds  MDC 
financed  through  Drexel  Burnham 
Lambert. 

Then  there  is  MDC's  propensity  for 
investing  in  companies  that  have 
nothing  to  do  with  home-building. 
And  though  it  has  been  quite  success- 
ful so  far,  it  still  tends  to  make  some 
analysts  and  investors  nervous.  MDC 
has,  for  example,  a  $50  million  piece 
of  the  $250  million  group  deal  to  buy 
a  controlling  interest  in  Western 
Union.  What  do  they  see  in  the  down- 
and-out  telegram  company?  An  asset 
sale  and  a  tax-loss  shelter  for  new 
acquisitions.  "We  can't  walk  away 
from  profits  just  because  the  market 
says  we  don't  have  a  good  multiple," 
says  MDC  Vice  Chairman  Emil 
Hecht.  "At  least  we  make  money  for 
ourselves." 


\MDC  Holdings'  Michael  Feiner  and  Emil  Hecht 

Building  a  housing  empire  on  junk  bonds,  mortgage  banking,  land  and  other  investments. 


To  understand  young  California  deve^ 
er  James  D.  Stouts  rapid  rise  is  to  sympi 
thize  with  his  new  inclination  to  lie  low. 

J.D.  Stout, 

where  are  you?  i 


There's  no  doubting  that.  MDC's 
top  seven  executives  share  8%  of  the 
company's  income  before  taxes  as  a 
bonus  For  Chairman  Larry  Mizel, 
that  meant  $1.1  million  in  salary  and  • 
bonuses  last  year.  This  year  he  should 
do  even  better.  A  bit  rich?  "We  just 
earned  it,"  replies  a  smiling  Feiner. 

It's  undeniable,  certainly,  that 
MDC's  management  has  shown  a  tal- 
ent for  sniffing  out  major  real  estate 
market  shifts.  Mizel,  a  young  lawyer 
turned  builder,  and  Hecht,  a  Czech 
refugee  who  became  an  accountant, 
took  the  company  public  in  1972  on 
the  Denver  penny  stock  exchange  and 
raised  $500,000.  Today  Mizel's  15% 
stake  is  worth  about  $50  million. 

The  company  guessed  right  on  con- 
dominiums. Moving  into  them  early, 
in  Denver  in  1976,  then  moving  out  as 
the  market  topped  in  1982  and  push- 
ing into  single-family  homes  instead. 
MDC,  also  wisely,  decided  to  diversi- 
fy out  of  Denver  and  began  buying 
regional  home  builders,  primarily  in 
the  Sun  Belt.  Colorado,  still  a  troubled 
housing  market,  now  represents  only 
one-third  of  MDC's  sales. 

MDC  also  set  up  a  mortgage  bank- 
ing operation  that  finances  about  80% 
of  their  home  sales  at  cheaper  rates 
than  S&Ls  or  banks  and  funnels  origi- 
nation and  servicing  fees  into  its  own 
income  statement.  MDC's  latest 
mortgage  gambit  is  a  $115  million, 
mortgage-based  REIT.  MDC  should 
book  a  one-time  gain  of  about  $10 
million  from  the  sale  and  then,  as  the 
manager  of  the  new  REIT,  figures  to 
pull  in  maybe  $5  million  a  year  in 
management  fees. 

Still,  there  is  MDC's  major  frustra- 
tion: Despite  its  quick  reflexes  and 
strong  strategic  moves,  that  huge  slug 
of  debt,  plus  a  sizable  reliance  on  land 
sales,  depresses  its  market  value. 
MDC  is  considering  a  tactic  to  get 
more  value  from  its  holdings.  By  li- 
quidating MDC  and  converting  it  into 
several  master  limited  partnerships, 
perhaps  home-building,  mortgage  op- 
erations and  outside  investments — 
the  new  entities  would  escape  corpo- 
rate taxes  and  might  improve  cash 
flow.  "It  could  be  the  parts  are  worth 
more  than  the  whole,"  says  Feiner. 

Could  be,  that  is,  if  housing  stays 
strong.  But  after  four  healthy  years  in 
a  row,  most  analysts  expect  a  flat  or 
down  market  next  year.  If  housing 
does  dry  up,  MDC's  huge  debt  could 
become  a  real  burden. 

MDC  is  truly  a  tale  for  the  1980s. 
Move  fast,  leverage  your  business  to 
the  hilt  and  gamble  on  your  gut  to 
keep  it  fill  racing  forward.  But  as  any 
sprinter  knows,  the  faster  you  run,  the 
more  painful  a  fall  can  be.  ■ 


By  Ellen  Paris 

F|  ifty  blue  Pacific  miles  south 
of  Los  Angeles  nestles  Newport 
Beach,  a  mecca  for  hustling 
young  entrepreneurs  high  on  the  Cali- 
fornia dream.  Early  on,  young  James 
D.  Stout— Jimmy,  to  his  many  friends 
and  admirers  in  and  out  of  the  real 
estate  business — seemed  more 
blessed  than  most.  Around  town  his 
limousine  was  a  familiar  sight.  He 
entertained  handsomely  in  his  $5  mil- 
lion home  on  Harbor  Island,  one  of 
Newport's  most  exclusive  neighbor- 
hoods. He  traveled  in  his  own  jet  and 
supported  a  few  former  wives. 

In  1984,  when  he  was  only  40,  Mon- 
ey magazine  called  Stout  "the  $6  mil- 
lion man"  and  documented  the  point 
with  photographs  of  the  tycoon  drink- 
ing Dom  Perignon  aboard  his  94-foot 
yacht.  Last  year  Los  Angeles  magazine 
listed  Stout  among  southern  Califor- 
nia's 50  richest  individuals,  with  a  net 
worth  estimated  at  $75  million.  Even 
now,  acquaintances  describe  Stout  as 
"fascinating,"  "smart,"  "complex." 
Says  one  businessman  who  knew  him 
well:  "One  lucky  son  of  a  bitch.'' 

But  suddenly  Jim  Stout  has  adopted 
a  low  profile.  People  who  once  saw 
him  regularly  around  Newport  say 
they  haven't  seen  him  in  six  months 
or  so.  Rumors  have  him  in  Mexico, 
Paris,  Colorado,  on  a  world  cruise. 

Stout's  California  real  estate  li- 
cense expired  eight  months  ago  and 
hasn't  been  renewed.  At  the  J.D.  Stout 
Co.  headquarters  at  17992  Cowan  in 
Irvine,  Calif.,  the  doors  are  locked. 
The  telephone  has  been  disconnected. 
Mail  is  forwarded  to  a  small  office  a 
few  miles  away.  That  office  is  locked, 
bare  of  furniture  and  unmarked.  "J.D. 
Stout?"  repeats  a  receptionist  a  few 
doors  down.  "Gee,  a  lot  of  people  have 


asked  me  where  they  can  find  hir 
Through  his  attorney,  Alan  White, 
the  Costa  Mesa  law  firm  Drumi 
Garrett  King  &  Harrison,  Stout 
clines  to  talk  to  a  Forbes  report 
much  less  disclose  his  whereabout 

To  judge  from,  among  other  thin 
hearings  in  June,  July  and  Septeml 
1985  before  the  House  Energy 
Commerce  Subcommittee  on  Ov 
sight  &.  Investigations,  one  can  sy 
pathize  with  Stout's  present  aversi 
to  publicity.  The  hearings  conce 
certain  "conflicts  of  interest"  that  < 
curred  during  1983  at  Beverly  Hi 
Savings  &  Loan. 

On  Apr.  23,  1985  Beverly  Hills  Ss 
ings  &.  Loan  went  into  receivers! 
and  was  taken  over  by  the  Fede 
Savings  &.  Loan  Insurance  Corp. 
the  grounds  that  it  was  "unsafe  ai 
unsound,"  primarily  because  of  tt 
many  bad  real  estate  deals. 

Beverly  Hills  Savings'  largest  re 
estate  deal  was  an  investment  of  £ 
proximately  $190  million  in  56  apa 
ment  buildings  the  thrift  had  joii 
ventured  with  the  J.D.  Stout  Co.  & 
its  affiliates  between  spring  1982  ai 
spring  1984.  The  idea  behind  t 
"Stout  apartment  program,"  as  the  i 
vestment  has  become  known,  was 
buy  Housing  &.  Urban  Developme 
apartment  buildings — supposec 
valuable  properties  acquired  belc 
market  prices — and  modify  or  elirr 
nate  rent  control  on  the  units.  Th 
would  increase  cash  flow  and  thei 
fore  the  units'  market  value. 

But  the  concept  never  worked.  Tl 
apartment  projects  lost  money.  Wht 
BHS&X  sold  52  of  the  Stout  properti 
in  October  1984  to  VMS  Realty 
Chicago,  a  national  real  estate  sync 
cation  company,  VMS  paid  $408 
million  on  buildings  with  an  ai 
praised  value  of  $465.9  million. 
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.  magazine  story  on  real  estate  entrepreneur  James  Stout  in  1984 
"hese  days,  he's  not  posing  for  pictures. 


While  the  joint  venture  was  a  horri- 
ble mistake  for  Beverly  Hills  Savings 
which  later  tried  clumsily  to  recast 
its  equity  investment  in  the  apart- 
nents  as  loans  to  Stout),  it  worked 
mt  nicely  for  Jim  Stout.  While  his 
Dartner,  the  thrift,  put  up  100%  of  the 
money  for  the  apartments,  it  got  only 
t]>0%  of  the  equity.  Stout  got  the  other 
10%,  for  his  "management  exper- 
ise."  In  addition  to  the  equity,  he 
:arned  an  acquisition  fee — paid  up 
'ront,  of  course — and  a  management 
jee.  As  part  of  the  partnership  agree- 
ment, BHS&.L  was  required  to  cover 
ill  expenses  to  keep  the  properties 
"mining,  including  Stout's  manage- 
ment fee.  So  even  as  BHS&.L  was  los- 
ng  money  on  the  properties  that 
Stout  had  acquired  for  it,  Stout  was 
making  money. 

Why  did  the  thrift  agree  to  such 
deals?  That  is  one  of  the  central  ques- 
tions both  the  FSLIC  and  the  congres- 


sional subcommittee  have  been  ask- 
ing. Investigators  for  both  tell  Forbes 
they  see  a  serious  conflict  of  interest 
between  Stout  and  one  Robert  New- 
berry, a  BHS&.L  executive  vice  presi- 
dent. Newberry's  job  was  to  review 
real  estate  projects  for  the  thrift  and 
recommend  that  a  project  be  funded 
or  dropped.  An  important  man  to 
know  for  anyone  in  search  of  real  es- 
tate mortgage  finance. 

In  1983,  on  Oct.  5  or  6,  according  to 
information  developed  at  the  hear- 
ings, Newberry  announced  he  was 
leaving  BHS&X  to  become  president 
of  the  J.D.  Stout  Co.  He  said  he  would 
stay  at  the  thrift  through  the  end  of 
the  year.  In  the  interim,  Newberry 
promised  in  a  memo  to  BHS&X  Chief 
Executive  Dennis  Fitzpatrick  that  he 
would  abstain  from  any  operating  de- 
cisions affecting  the  Stout  apartment 
program  and  other  items  affecting 
both  Stout  and  BHS&L. 


But  who  held  Newberry's 
true  allegiance?  The  day  he 
said  he  would  resign,  New- 
berry received  a  check  for 
$140,000  from  Stout,  part  of  a 
bonus  payable  to  Newberry  on 
accepting  the  Stout  position. 

Then,  on  or  about  Oct.  31, 
1983,  Newberry  received  an- 
other check  from  Stout,  this 
one  for  $28,400.  This  was  for 
Newberry's  share  of  fees 
earned  by  Stout  in  connection 
with  the  acquisition  of  the 
Tierrasanta  Racquet  Club 
Apartments  in  San  Diego,  fi- 
nanced by  BHS&L. 

Between  Nov.  1  and  Dec.  31, 
Newberry  received  more 
checks  totaling  $40,511.60 
from  Stout — more  shares  of 
Stout's  acquisition  fees.  Did 
Newberry  honor  his  commit- 
ment to  remove  himself  from 
any  Stout-related  business? 
Apparently  not.  Before  his  de- 
parture, he  participated  in  the 
approval  of  four  more  Stout 
apartment  investments. 
(Newberry  says  that  he  would 
like  to  talk  about  the  apparent 
conflict  of  interest,  but  says 
his  lawyer  has  advised  him  not 
to  talk  to  the  press.) 

When  Chicago's  VMS  was 
buying  the  Stout-BHS&L 
buildings  in  October  1984, 
VMS  Senior  Vice  President  of 
Acquisitions  Stephen  Berini 
looked  at  the  sellers'  disclo- 
sure documents  and  demand- 
ed a  waiver  regarding  the 
Stout-Newberry  relationship. 
"I  didn't  want  anything  to  do 

  with  it,"  says  Berini. 

Stout,  it  should  be  noted,  was  not 
called  to  testify  at  the  congressional 
hearings.  Nor  has  he  been  named  in 
the  suit  FSLIC  filed  in  October  against 
certain  Beverly  Hills  officers,  direc- 
tors and  others — including  New- 
berry— in  which  FSLIC  is  asking  for 
damages  in  excess  of  $300  million  and 
a  jury  trial.  But  it  is  a  good  bet  that 
Stout  will  be  asked  to  testify. 

Beverly  Hills  Savings  was  not 
Stout's  first  fling  with  other  people's 
money.  According  to  a  story  he  liked 
to  tell  the  press,  Stout  got  his  start  in 
big-time  real  estate  in  1976,  when  he 
answered  a  newspaper  advertisement 
and  charmed  John  Poole,  chief  execu- 
tive of  Vancouver,  B.C.'s  big  Daon 
Development  Corp.  Daon,  like  other 
Canadian  real  estate  companies  at  the 
time,  was  investing  heavily  in  land 
development  and  condominium  con- 
versions in  southern  California.  Poole 
opened  an  office  in  Newport  Beach 
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and  hired  Stout  to  find  properties.  Be- 
fore long,  Stout  was  running  Daon's 
U.S.  subsidiary,  Daon  Corp. 

Stout  suddenly  quit  Daon  in  1981. 
When  it  closed  its  books  on  the  year, 
Daon  Development  Corp.  reported 
that  earnings  had  dropped  from  $51 
million  in  1980  to  $17  million.  Cash 
flow  fell  sharply  from  $91  million  to 
$23  million.  Daon  found  itself  with 
over  $680  million  in  property  inven- 
tories at  a  time  when  the  real  estate 
market  was  collapsing. 

Stout  fared  better.  He  had  sold  his 
Daon  stock  before  earnings  collapsed, 
reportedly  at  a  handsome  profit. 

According  to  one  reputable  south- 
ern California  real  estate  man,  locker- 
room  gossip  among  developers  had  it 
that  every  Daon  deal  had  to  pass 
through  Stout's  father,  Paul,  who 
owned  a  brokerage  firm  and  collected 
1%  on  each  transaction.  The  gossips 
probably  exaggerated.  But  according 
to  the  Daon  annual  report,  in  1980 
Daon  paid  Stout's  father  almost  $3.2 
million  in  commissions  and  another 
$368,000  to  lease  aircraft  and  helicop- 
ters. One  former  Daon  employee  who 
worked  closely  with  Stout  and  anoth- 
er real  estate  developer  (both  of  whom 
asked  not  to  be  named)  believe  that 
while  Stout  was  at  Daon,  some  un- 
necessary commissions  were  paid  and 
that  Stout  pushed  some  senseless 
projects  and  overbid  on  others. 

Another  intriguing  chapter  in  the 
life  of  J.D.  Stout  is  Stout's  involve- 
ment in  San  Diego's  J.  David  &  Co. 
fiasco,  in  which  convicted  embezzler 
J.  David  Dominelli  took  more  than 
1,000  investors  for  an  estimated  $80 
million  between  1982  and  1984  (see 
"Captain  Money  and  the  Golden 
Girl,"  Forbes,  July  1,  1985).  In  April 
1985  a  complaint  was  filed  by  the 
Dominelli  bankruptcy  trustee,  Gener- 
al Louis  Metzger,  against  Stout  in  a 
U.S.  District  Court  seeking  the  recov- 
ery of  preferential  and  fraudulent 
transfers.  According  to  the  complaint, 
Stout  made  money  on  his  J.  David 
investments  and  received  over  $1.5 
million  in  preferential  payments  (pay- 
ments made  during  the  90-day  period 
prior  to  a  bankruptcy  filing).  The 
trustees  want  that  $1.5  million  back. 

General  Metzger  says  that  only 
Stout  and  a  few  other  investors  got 
large  sums  of  money  out  before  Dom- 
inelli's  scheme  unraveled.  At  the 
time,  Metzger  charges,  Dominelli 
checks  to  other  investors  bounced. 

Stout  is  also  named  in  two  lawsuits 
in  Los  Angeles  County  Superior 
Court.  In  one,  Gibraltar  Savings  de- 
mands payment  on  a  $1.7  million 
Stout  promissory  note  it  holds.  Ac- 

>rding  to  court  filings,  Stout  is  refus- 


ing to  pay  on  the  grounds  that  Gibral- 
tar induced  him  to  put  the  $1.7  mil- 
lion into  worthless  investments.  In 
the  other  case,  Stout  is  one  of  a  num- 
ber of  defendants  named  in  a  miscella- 
neous civil  complaint. 

Meanwhile,  Forbes  has  discovered 
that  Stout  is  behind  on  the  second 
trust  deed  payments  for  his  big  Harbor 
Island  house.  The  second  mortgage  is 
held — no  surprise  here — by  his  old 
partner,  Beverly  Hills  Savings  &.  Loan. 

No  matter  how  low  Stout's  current 


profile,  that  Beverly  Hills  Savings 
Loan  failure  will  continue  to  hau 
him.  "There  is  going  to  be  a  long  tr) 
of  litigation  growing  out  of  ti 
mess,"  says  Congressman  Rona 
Wyden  (D-Ore.),  who  presided  o^ 
the  House  BHS&L  hearings.  A 
when  asked  about  Stout's  involv 
ment  in  BHS&L's  problems,  Willia 
Davis,  the  California  Savings  &  Loi 
Chief  Deputy  Commissioner,  rephfl 
"We  are  investigating  it  and  are  eajj 
to  get  at  it."  ■ 


For  public  consumption,  Toyota  Motor 
top  brass  recite  a  litany  of  woes.  But  bebini 
the  facade,  the  company  is  moving  fror 
strength  to  strength. 

Behind  the 
veil  of  tears 


By  Marc  Beauchamp 


In  Japan,  it  is  important  to  distin- 
guish between  bonne  (roughly, 
one's  true  feelings  or  intentions), 
and  tatemae,  one's  public  persona.  It  is 
especially  important  these  days  when 
analyzing  Toyota  Motor  Corp.,  where 
things  are  not  always  what  they  seem 
to  be. 

Now  Japan's  largest  industrial  en- 


terprise, Toyota  will  celebrate 
years  in  the  auto  business  next  ye; 
So  Toyota's  tatemae  should  be  ru 
ning  high.  Yet  when  they  greet  forei, 
visitors  these  days,  Toyota's  brass 
from  73-year-old  Chairman  E 
Toyoda  on  down — are  only  too  eag 
to  wring  their  hands  over  a  long  list 
Toyota's  troubles. 

Chief  among  them:  endaka,  a  he£ 
line  word  meaning  "high  yen."  Wh: 


Toyota  Chainnan  Eiji  Toyoda 
Still  investing  heavily. 


Find  out  how  good 
First  Class  can  be. 


TWAZ 


FE05T 


FIRST  CLASS 
SERVICE 
AT  YOUR 
FINGERTIPS. 

We're  going  to 
show  you  ser- 
"®      vice  and  com- 
fort rarely  seen  in 
First  Class,  lb  start,  TWA  recommends  you  reserve 
1  pay  for  your  tickets  ahead  of  time  with  the 
lerican  Express®  Card,  and  get  your  boarding 
ses  even  before  you  get  to  the  airport. 
Once  on  board,  our  flight  attendants 
I  meet  your  every  need.  They  are 
daily  trained  to  know  whether 
more  coffee  you  want,  or 
impagne,  plenty  of 
npering,  or  just  plain 
vacy. 


DINING:  ABOVE  AND  BEYOND.  Sip  a  glass  of 
wine  as  you  enjoy  one  of  our  many  appetizing  entrees, 
all  laid  out  beautifully  on  crisp  linen  table- 

cloths  and  served 
on  sparkling  china. 


THE 
BEST  TRAVEL 
AWARDS  FOR 
FREQUENT 
FLYERS.  Only  TWA 
offers  frequent  flyers  the 
opportunity  to  earn  a 
free  trip  for  two,  First  Class, 
around  the  world,  as  well  as 
free  travel  to  a  variety  of  excit- 
ing, exotic  places.  And  members 
of  TWA's  Frequent  Flight  Bonus® 
program  who  travel  First  Class  earn 
50%  bonus  miles  on  every  flight. 


FIRST  CLASS 
COMFORT.  Enjoy  the 
luxury  of  our  First  Class 
Sleeper  Seat,  a  plush  recliner  that 
gives  you  room  to  stretch  out 
a  full  six  and  a  half  feet.  So  M 
no  matter  where  you're 
flying  to, 
you'll  feel  like 
you're  floating 
on  air. 


AMERICAN  EXPRESS  INTRODUCES 
GLOBAL  ASSIST.5"  Wherever  business  takes  you, 
American  Express'  new  Global  Assist  service  provides 
worldwide  emergency  referrals.  With  one  call,  toll  free, 
24  hours  a  day,  American  Express  will  help  Card- 
members  find  a  lawyer,  doctor,  dentist,  pharmacist, 
interpreter — or  even  suggest  which  visas  or  inocula- 
tions are  needed  for  specific  trips.  And  American 
Express  has  Travel  Service  Offices  worldwide  to  help 
you  with  any  changes  in  your 
travel  plans. 


TODAY'S  TWA.  There's  a  new 
spirit  and  vitality  at  Today's 
TWA.  Fly  with  us,  and  find  out 
how  good  we  really  are. 


Cards      TODAY'S  TWA.  FIND  OUT  HOW  GOOD  WE  REALLY  ARE. 


Toyota's  coisolidated  sales  were  off 
1.8%,  to  $40.3  billion,  in  the  year 
ended  June  30,  net  income  was  off 
15%,  to  $2.1  billion.  The  coming  year 
will  be  worse.  Despite  a  10%  price 
3  the  all-important  U.S.  market 
over  the  last  model  year,  Executive 
Vice  President  Tsutomu  Ohshima 
frets  that  the  parent  company's  oper- 
ating profit  will  fall  by  half  to  two- 
thirds  if  the  yen  remains  in  the  range 
of  150  to  160  to  the  dollar. 

"We  are  in  a  very  difficult  situa- 
tion," agrees  Iwao  Okijima,  director 
of  North  American  operations.  "It's 
like  inching  toward  a  cliff  with  a 
blindfold  on."  Calling  the  Democrat's 
Senate  victory  "unexpected,"  Presi- 
dent Shoichiro  Toyoda  and  other  top 
executives  seem  resigned  to  another 
year  of  voluntary  export  restraints. 

The  quality  and  cost  gap  between 
Detroit  and  the  Japanese  is  narrowing, 
agrees  Chairman  Toyoda.  Thanks  to 
its  Marysville,  Ohio  plant  and  luxury 
Acura  division,  Honda  will  likely 
overtake  Toyota  in  the  U.S.  car  mar- 
ket in  1987.  All  of  Japan's  11  carmak- 
ers and  truckmakers  either  are  com- 
peting in  the  U.S.  or  soon  will  be. 
Meanwhile,  at  the  low  end,  where 
Toyota  has  positioned  its  Tercel,  the 
Koreans  are  coming. 

The  Japanese  market,  where  Toyota 
dominates,  is  expected  to  grow  only 
1%  to  2%  a  year  (excluding  minicars). 
China,  so  promising  a  few  years  back? 
Sighs  Chairman  Toyoda:  "Many  Chi- 
nese can't  even  afford  to  buy  a  bicy- 
cle." And  U.S.  Commerce  Depart- 
ment officials  keep  prodding  Toyota 
to  import  more  value-added  parts. 
"We  are  worried,"  grouses  Ohshima, 
"about  the  'hollow-ization'  of  the  Jap- 
anese auto  industry." 

Okay,  so  much  for  the  tatemae,  the 
grumbling  for  public  consumption. 
When  it  comes  to  bonne,  the  Toyota 
executives'  true  inner  feelings  are 
more  buoyant,  and  for  good  reason. 

In  Japanese  fashion,  Toyota's  man- 
agement swung  into  action  as  the  yen 
rose.  In  mid-October  Toyota  set  up  a 
companywide  committee,  headed  by 
Gentaro  Tsuji,  vice  chairman  of  the 
board,  to  take  "emergency  action." 
This  means  doing  whatever  can  be 
done  to  wring  some  extra  productivi- 
ty out  of  the  organization,  including 
cutting  overtime,  squeezing  suppliers 
and  reducing  the  number  of  models  by 
dropping  less  popular  lines. 

While  General  Motors  and  Nissan, 
respectively,  have  reported  large  quar- 
terly and  semiannual  operating 
losses,  Toyota  is  still  very  profitable 
and  liquid.  Cash  flow  is  running  at 
S3 .4  billion  a  year,  while  long-term 
iei- 1  is  a  paltry  $32  million.  While  its 


big  rivals  must  tighten  their  belts, 
Toyota  is  resisting  big  cuts  in  capital 
outlays — capital  spending  climbed 
54%  last  year,  to  $2.5  billion — and 
intends  to  spend  generously  on  new 
technology.  Toyota,  in  short,  is  better 
positioned  than  its  Japanese  rivals  to 
ride  out  the  storm. 

Thanks  to  years  of  aggressive  auto- 
mation, Toyota  last  year  turned  out 
more  than  3.67  million  vehicles  with 
roughly  the  same  number  of  produc- 
tion workers  (23,000)  it  had  in  the  late 
Sixties,  when  it  was  building,  |ust  a 
million  cars  a  year.  At  Ford  Motor,  by 
contrast,  it  took  37,000  workers  to 
produce  3.2  million  vehicles.  And 
Ford  is  more  productive  than  GM. 

"Assembly  line  automation  is  just 
beginning,"  promises  Kaneyoshi  Ku- 
sunoki,  executive  vice  president  in 
charge  of  domestic  and  overseas  pro- 
duction. Toyota  has  2,210  robots  on 
line,  vs.  630  five  years  ago.  Besides 
welding,  they  paint,  apply  sealant  to 
windshields,  handle  inventory.  At 
two  plants  robots  install  seats — tradi- 
tionally an  arduous  task  fit  only  for 
human  beings.  A  next-generation 
"flexible  body  line"  already  turning 


out  Camrys  will  be  used  at  Toyot| 
$800  million  Georgetown,  Ky.  plai 
which  is  set  to  begin  building  200,0 
cars  a  year  in  mid-1988.  Another  n( 
plant  in  Ontario,  Canada,  plus  mc 
output  from  the  Fremont,  Calif,  jol 
venture  with  GM,  will  boost  Toyot! 
North  American  production 
300,000  by  the  end  of  the  decade. 

In  the  domestic  market,  Toyota 
coping  with  low  overall  growth 
pushing  for  greater  market  share.  . 
ter  introducing  a  slew  of  new  modi 
and  aggressive  dealer  promotioi 
Toyota's  share  exceeded  42%  for  t 
first  nine  months  (again,  excludi 
minicars).  In  October,  Toyota's  shi 
topped  50%  as  archrival  Nissan's  £ 
below  20%.  A  decade  ago  they  w^ 
about  even. 

"With  etukika,"  says  Yoshio  Nal 
mura,  of  the  international  econom 
affairs  department  of  Keidanren, 
pan's  powerful  business  lobby,  "t 
gap  between  [the  two]  companies  w 
widen." 

Toyota  a  blindfolded  compa 
stumbling  toward  the  edge  of  a  cli 
Nothing  could  be  further  from  tl 
truth.  ■ 


Can  anyone  straighten  out  the  debt-ridde 
mess  that  is  Texas  Air?  How  about  a  smd 
guy  snatched  from  the  competition? 


Rescue  party 


By  Howard  Banks 

In  a  jump  that  took  the  indus- 
try's breath  away,  Thomas  G. 
Plaskett,  a  major  lobe  in  Ameri- 
can Airlines'  brain  trust,  flew  abrupt- 
ly to  Continental  Airlines  to  be  presi- 
dent and  chief  executive  officer.  Plas- 
kett, as  senior  vice  president  of 
marketing,  was  American's  number 
two  behind  Robert  Crandall,  who  is  in 
no  hurry  to  yield  any  of  his  authority. 
"It  was  more  a  jump  to,  than  from," 
Plaskett  told  Forbes. 

Maybe  so,  but  it's  fair  to  ask  wheth- 
er Plaskett,  42,  got  the  title  but  per- 
haps not  the  whole  job.  After  all,  the 
man  who  wooed  him  from  American, 


Frank  Lorenzo,  though  presiding  o^ 
the  entire  troubled  Texas  Air  n 
lange,  is  still — clearly — top  gorilla 
Continental.  But  then,  living  witl 
dominant  boss  looking  over  his  sho 
der  is  something  Plaskett  grew  us 
to  at  American. 

Plaskett,  surely  the  top  cat 
among  younger  airline  executiv 
comes  to  Continental  at  a  turni 
point  in  Lorenzo's  creation  of  an  a 
line  empire  intended  to  rival  Ame 
can  and  United  Airlines.  His  stea 
presence  may  in  fact  be  exactly  wr 
Lorenzo  needs  to  convince  skept: 
that  Texas  Air  can  be  an  airline  sup' 
power  instead  of  a  bundle  of  debt.  I 
significant  perhaps  that  he's  son 


Why  every  major  league 

player's  bat  is  made 
to  his  exact  specifications. 


Their  first  customer  was  an  1880  s  power 
i  tter  namecTOld  Gladiator'Browning 
,  ter  shattering  the  piece  of  lumber 
| :  used  at  the  plate,  Browning 
r  as  invited  to  a  Louisville  wood 
forking  shop  by  its  18-year-old 
:;>prentice.  By  dawn,  the  crafts- 
I  an  had  created  the  finest  bat 
fi  er  made  —  shaped,  weighed, 
I  id  balanced  to  perfectly  suit  "Old 
I  ladiator's"  individual  hitting  style 
!<  The  next  day  the  slugger  went  three 
j.r-three  and  baseball  would  never  be 
Me  same. 

i  Since  then,  the  performance  of 
I  ousands  of  big  leaguers  has 
i  ien  improved  by  a  Louisville 
I  ugger®  custom  made  for 

eir  individual  hitting 
:  yles  by  the  venerable 

*m  of  Hillerich  & 

radsby. 

Arthur  Young 
iderstands  what 
istomized  service 
,  in  mean  to  a  client 


That's  why  we  get  personally  involved  with 
our  clients  before  we  give  them  an  ounce  of 
financial  advice.  After  all,  the  more  we  know 
about  their  business,  the  more  we  can 
help  them. 

And  even  if  you  don't  consider  your- 
self a  heavy  hitter  yet,  you  can  still 
be  treated  like  one.  You  see,  Arthur 
Young  has  been  customizing  its 
services  to  businesses  of  all  sizes 
for  over  90  years. 

So  if  the  idea  of  an  ac- 
counting firm  that  will  give 
your  business  big-league 
attention  appeals  to  you, 
maybe  it's  time  you 
made  contact 
with  Arthur  Young. 


Continental  Airlines'  new  president,  Thomas  G.  Plaskett 
"Competition  is  going  to  get  more  intense." 


times  given  credit  for  too  many  of  the 
strategic  developments  at  American: 
Supersaver  advance-purchase  dis- 
count fares  (actually  Crandall);  two- 
tier  wages  (Crandall  and  Wesley  Kal- 
dahl,  senior  vice  president,  airline 
planning).  But  Plaskett  did  devise  the 
tactics — honing  the  computer  reser- 
vation system,  for  example,  to  target 
routes  where  deeper-discount  Ulti- 
mate Supersavers  would  have  maxi- 
mum effect — that  helped  kill  off  the 
likes  of  People  Express. 

Now,  ironically,  he  will  also  get  to 
try  to  salvage  People  Express — or 
whatever  is  left  after  the  financial 
wranglings  over  its  debt — as  part  of 
Continental.  For  what  Lorenzo  plans 
for  Texas  Air  is  a  two-airline  system. 
One  will  be  low-cost,  mostly  non- 
union Continental,  also  including 
New  York  Air  and  the  remaining  as- 
sets of  Frontier.  The  other  will  be 
what  can  be  created  out  of  high-cost, 
heavily  unionized  Eastern  Air  Lines. 

Plaskett's  tasks  are  formidable. 
First  he  must  convince  harried  Conti- 
nental passengers  that  dirty  airplanes, 
^terminable  ticket  lines  and  chaotic 
service  will  go,  that  Continental  in- 
tends to  be  an  airline  rather  than  a 
cattle  drive.  Money  should  not  be  the 
problem  here.  Continental's  costs  are 
ow  around  SVi  cents  a  passenger 
mile,  a  big  VA  cents  less,  for  example, 
than  American's.  Second,  he  will 


need  to  develop  Texas  Air's  Soda  com- 
puter reservation  system  (formerly 
Eastern's,  now  a  separate  Texas  Air 
subsidiary')  into  an  efficient  market- 
ing tool. 

After  that  comes  the  hard  part — 
getting  travel  agents  to  use  Soda,  in- 
stead of  American's  Sabre  or  United's 
Apollo.  American  and  United,  now 
pulling  major  profits  from  their  sys- 
tems, will  not  let  go  easily.  Moreover, 
conversion  costs  are  high. 

Even  with  that  agenda,  Continental 
is  not  the  most  serious  problem.  The 
brutish  battle  ahead  at  Eastern,  the 
second  leg  of  Lorenzo's  grand  plan, 
promises  to  make  Continental's 
union-busting  move  into  Chapter  11 
look  like  a  tea  party.  Lorenzo's  hit 
men,  spearheaded  by  President  and 
Chief  Executive  Philip  Bakes,  are  al- 
ready in  place.  The  choice  for  Eas- 
tern's unions  is  simple:  Allow  major 
cost-cutting  or  watch  Eastern  shrink 
until  it  is  profitable. 

Plaskett,  though  concentrating  on 
Continental,  will  be  paying  consider- 
able attention.  He  is  the  one,  remem- 
ber, who  plays  a  computer  reservation 
system  like  a  Stradivarius.  And  as  he 
upgrades  Texas  Air's  Soda  system,  he 
will  get  a  quick  handle  on  which  East- 
ern routes  make  money.  (Industry 
talk  says  that  90%  of  Eastern's  reve- 
nues come  from  10%  of  its  routes.) 
The  rest,  and  a  lot  of  its  older  aircraft, 


will  soon  be  grounded.  If  costs  are 
cut,  what  remains  could  well  be  b. 
ly  bigger  than  New  York  Air  toe 
(Eastern's  profitable  Latin  Amen 
and  Caribbean  routes  would,  ur 
such  circumstances,  probably 
transferred  to  nonunion  Continen 
and  Lorenzo's  strategy  would  t 
speedily  into  a  one-airline  plan.) 

Wall  Street,  decidedly  leery  of 
prospects  at  Texas  Air,  is  pricing 
shares  at  around  S37,  not  far  off  its 
week  high  but,  safe  to  say,  still  sigr 
cantly  undervalued.  Mostly  the  c 
cern  is  Texas  Air's  90-to-10  de 
equity  ratio.  "Too  simplist: 
counters  First  Boston  analyst  Mich 
Derchin,  who  figures  Texas  Air  i 
buy.  "Texas  quietly  raised  SI 90  r 
lion  last  week  selling  5  million  e 
shares,  and  there  is  room  for  more 
has  strong  cash  flow,  a  billion  dollar 
the  bank  and,  especially  with  Plasi 
at  low-cost  Continental,  the  prospe 
of  strong,  consistent  earnings." 

Plaskett  is  ready  to  carry  the  fi 
to  the  industry.  "The  idea  that  c 
solidation  will  lead  to  less  comp 
tion  is  hogwash.  Competition  is  go 
to  get  more  intense,"  he  says.  An< 
there  were  any  doubts,  Continenta 
stomping  into  the  scrappy  Chic; 
market  using  Midway  Airport.  It 
also  starting  service  to  25  other  de: 
nations  by  Dec.  1.  The  rest  of 
airlines  had  better  watch  out.  ■ 


I     Canon  presents 
kour  personal  print  shop. 


re's  the  laser  beam  printer 
tn  the  company  that  pioneered 
ktop  laser  beam  printing. 

'rom  the  shortest  memo  to  the  longest  report,  the 
ion  LBP-8  Al  makes  everything  you  print  look  hot 
he  presses.  Your  output  will  look  so  professional 
'11  think  it  came  from  a  print  shop. 
Tie  LBP-8  Al  is  incredibly  fast,  producing  copy 
rate  of  8  pages  per  minute,  and  because  it's  non- 
tact,  it  prints  so  quietly  that  you'll  hardly  know 
working. 

Tiis  versatile  printer  lets  you  use  a  wide  range  of 
g-in  fonts.  And  Canon's  replaceable  cartridge 


system  makes  it  virtually  maintenance-free. 

lb  set  up  your  own  personal  print  shop,  get  the 
Canon  LBP-8  Al,  or  the  LBP-8  A2  with  full  graphics 
capability.  You're  sure  to  make  a  favorable  impression 
with  everything  you  print.  To  learn  more  about 
Canon's  advanced  laser  beam  printers  as  well  as  the 
complete  line  of  wire  dot  ^~  ^-m* 

matrix  and  bubble-jet  %^cVHO  I 

printers,  call  1-800-453-3307.  PRINTERS 
(In  Utah,  1-800-662-2500. )     Printouts  that  stand  out. 


Canon  U.S.A.,  Inc..  Printer  Division.  PO.  Box  619865.  Dallas/Fort  Worth  Airport,  Texas  75261.  ©  1986  Canon  U.S.A.,  Inc  Prmtility  is  a  product  of  Metro  Software  Inc 


c  NYNEX  Corporation  1986 


Who  can  listen,  and  assess  the  ways 
information  and  communication  systems 
can  further  your  idea? 


Who  has  over  5,000  engineers  dedicated  to 
providing  the  best  means  to  enhance  your  idea? 


Who  can  draw  upon  technology  from 
around  the  world? 


Who  has  a  proven  record  of  service 
with  a  wide  range  of  customers? 


+ 


Who  can  offer  the  dependability  and  stability 
of  a  growing  $20  billion  corporation? 


Who  can  help  make  a  bright  idea 
a  brilliant  success? 


HE  ANSWER  IS  NYNEX 

communications  •  Information  Systems  •  Software  •  Publishing  •  Business  Services 

For  information,  1-800-535-1535 


Even  by  Japanese  standards,  more  than  100  times  earnings  is 
rich  price for  a  stock.  But  thafs  the  price  the  Japanese  governmer\ 

expects  to  get  for  bringing  NTT  public 


The  selling  of  NTT 


By  Richard  P  ha  Ion 


T|  he  Tokyo  Stock  Exchange,  af- 
ter a  long  runup,  is  beginning  to 
look  distinctly  tired,  much  to 
the  alarm  of,  among  others,  those  who 
stride  the  usually  phlegmatic  corri- 
dors of  the  Ministry  of  Finance. 
Wouldn't  anyone  readying  a  major 
new  issue  in  a  sticky  market  be 
alarmed? 

The  Ministry  of  Finance  is  in  the 
process  of  launching  one  of  the  big- 
gest new  stock  offerings  ever — a  $12.1 
billion  chunk  of  the  formerly  govern- 
ment-owned telephone  monopoly, 
Nippon  Telegraph  &  Telephone  Corp. 
Will  the  issue  fly  at  100  times  earn- 
ings in  what  seems  to  be  increasingly 


thin  trading  air?  Have  the  wizards  at 
the  ministry  outsmarted  themselves 
by  putting  NTT  on  the  block  at  the 
same  time  they  are  draining  billions 
of  yen  out  of  savings  accounts  (see  box, 
p.  150)  with  the  sale  of  the  new  gold 
Hirohito  coin? 

Maybe.  In  Tokyo  avid  goldbugs 
have  been  camping  out  in  the  street  to 
wait  their  turn  to  buy  the  coin.  "You 
don't  see  lines  like  that  at  the  booths 
that  have  been  set  up  for  the  NTT 
issue,"  a  Nomura  Securities  execu- 
tive notes  with  some  asperity. 

If  Japanese  investors  in  the  end  real- 
ly do  decide  that  the  stock  is  not  quite 
as  good  as  gold,  it  won't  be  for  want  of 
trying  on  the  part  of  the  ministry. 
Though  foreign  investors  will  proba- 


Signing  up  for  NTTsfjares  at  a  Tokyo  brokerage  firm 
Is  100  times  anything  a  wrong  number? 


bly  not  be  permitted  to  buy  the  stew 
for  several  years,  top  NTT  officii 
have  been  talking  up  the  company! 
markets  as  far  afield  as  New  York  ai 
Brussels.  Brokers  have  been  worki] 
the  phones  with  diligence.  Sa| 
Osamu  Sadasue,  a  vice  president  f 
Yamaichi  International  (Americ 
Inc.:  "People  who  haven't  invested 
the  market  are  starting  to  pay  atte 
tion  to  it  because  of  NTT.  We  thii 
we  can  increase  our  potential  custoi 
er  base." 

The  Ministry  of  Finance,  in  its  oM 
quiet,  calculated  way,  has  also  heigi 
ened  the  kabuki  play  atmosphei 
The  ministry  could  have  set  the  prii 
on  the  stock  in  the  conventional  w 
by,  among  other  things,  compart 
this  stock's  multiple  wii 
others.  The  govemme 
instead  chose  to  stage 
early  October  a  "publil 
auction  of  200,000  shaj 
of  the  stock.  It  was  bill! 
as  a  test  of  how  the  mi 
ket  would  price  the  stoc 
The  early  expectant 
in  Kabutocho,  Tokyo 
Wall  Street,  was  that 
would  take  about  800,0* 
yen  a  share — aba 
$4,900— to  walk  off  witli 
100-share  lot.  The  su 
cessful  bidders  pushed  ti 
weighted  share  price  up; 
1.197  million  yen 
$7,334 — 100  times  eaij 
ings.  But  who  were  t] 
successful  bidders?  Mai 
have  a  vested  interest 
the  company,  outfits  hi 
Sumitomo  Trust  &  Ban 
ing,  Sumitomo  Life  Inst 
ance  and  Chuo  Trust 

Robert  WalhsJB  Pictures  Bankin 

Even  in  a  traditional 
  high-multiple  enviro 


w  OUR  STRENGTH 
SETS  THE  STANDARD 
INMUNICIPAL 
BOND  INSURANCE. 

"My  initial  job  interview  was  memorable," 
recalls  Robert  A.  Meyer,  president  of  Bond 
Investors  Guaranty. 

"Several  prominent  financial  institutions 
wanted  to  launcji  a  new  insurance  company.  The 
strength  of  its  guaranty  was  to  be  unmatched  in 
the  municipal  industry.  Was  I  interested? 

"Long  hours  were  spent  discussing  plans. 
How  could  this  goal  be  achieved? 

"First  there  had  to  be  strong  investors  with  a 
solid  commitment.  Next,  an  uncompromising 
position  that  placed  credit  quality  of  the  insured 
portfolio  first  was  necessary.  A  claims-paying 
ability  providing  the  strongest  bondholder  protec- 
tion and  supporting  the  premier  trading  value  in 
the  industry  was  the  final  objective. 

"The  company  made  sense.  No  compro- 
mises in  commitment  to  strength,  quality  or 
investor  protection.  This  was  an  offer  I  couldn't 
refuse." 


Bond  Investors  Guaranty's  paramount  goal 
is  to  provide  the  industry's  strongest  municipal 
bond  guaranty.  This  is  reflected  by  the  financial 
strength  and  reputation  of  our  founders;  a  high- 
quality  and  well-diversified  portfolio,  the  most 
conservative  in  the  business;  the  industry's 
strongest  claims-paying-ability-to-risk  ratio; 
and  the  Triple-A  ratings  awarded  us  by  both 
Moody's  Investors  Service  and  Standard  &  Poor's 
Corporation. 

Bond  Investors  Guaranty  stands  ready  to 
provide  a  level  of  securities  protection,  mar- 
ketability, trading  status  and  service  unsurpassed 
in  the  industry. 

BOND  INVESTORS  GUARANTY 

THE  STANDARD  OF  STRENGTH  IN  FINANCIAL  GUARANTIES. 

Founding  shareholders:  American  International  Group,  Inc.  •  Bankers  Trust  New  York  Corporation  • 
Government  Employees  Insurance  Company  •  Salomon  Inc  •  Xerox  Credit  Corporation 


nvesiors  Guaranty  is  the  service  mark  for  Bond  Investors  Guaranty  Insurance  Company  and  Bond  Investors  Guaranty  Services.  Inc. 


Gold  is  where  you  find  it 


Waiting  to  sign  up  for  the  Hirobito  coin  at  Mitsui  Bank 
Is  140%  over  the  world  price  worth  queuing  for? 


Talk  about  markups  on  financial 
products!  The  100  tunes  earn- 
ings the  Japanese  government  is  ex- 
tracting on  the  initial  offering  of 
NTT  stock  is  only  part  of  the  story. 
The  100,000  yen  (S612.75)  the  Japa- 
nese are  laying  out  for  the  new  Hiro- 
hito  coin  buys  them  exactly  0.62 
ounces  of  gold.  At  the  current  world 
price  of  S411  an  ounce,  that  means 
Suzuki-san  has  camped  out  in  the 
street  and  sweated  out  a  lottery  for 
the  opportunity  to  pay  a  fat  140% 
premium  over  the  gold  content  of 
the  coin. 

The  best  hope  for  a  quick  profit 
is  that  the  coin,  which  is  legal 
tender,  will  also  take  on  numismat- 
ic value.  Since  the  Japanese  govern- 
ment has  already  announced  that  it 
will  follow  the  first  batch  of  10 
million  coins  with  another  batch 
next  year,  it  appears  that  the  Hiro- 
bito coin  will  not  long  enjoy  any 
scarcity  value. 


The  government  itself,  in  any 
case,  has  already  turned  a  pretty 
profit  on  the  coin.  So,  oddly  enough, 
has  the  U.S.  Most  of  the  gold  in  the 
Hirohito  coin  seems  to  have  been 
bought  here  in  the  U.S.  at  a  S3?0-to- 
S380-an-ounce  range.  The  pur- 
chases, totaling  around  S2.5  billion, 
helped  to  reduce  the  U.S.  trade 
deficit. 

The  combined  thrust  of  the  Hiro- 
hito and  NTT  offerings  will  draw 
about  3  trillion  yen  out  of  Japan's 
huge  savings  pool  and  go  to  pay 
down  the  national  debt. 

The  drainage  on  savmgs  is  hard  to 
reconcile  with  the  Nakasone  go- 
vernment's promise  to  stimulate  the 
economy  into  a  more  import-orient- 
ed mind-set.  It  may  also  have  an 
effect  on  U.S.  bond  markets.  Accord- 
ing to  one  senior  Nomura  Securities 
executive:  "It  is  cash  that  will  no 
longer  get  on  an  airplane  and  go 
abroad." — R.P. 


ment  hke  Japan's,  where  the  best- 
known  stocks  on  the  Tokyo  Stock 
Exchange  trade  at  around  49  times 
earnings,  a  price/earnings  ratio  of 
more  than  100  is  quite  a  whack.  So 
the  early  enthusiasm  has  begun  to 
evaporate,  "institutions  whose  major 
purpose  is  for  investment  are  proba- 
bly now  having  some  sort  of  second 
thoughts  about  NTT  shares,"  says 
Yutaka  Nakai,  executive  vice  presi- 


dent of  Daiwa  Securities  America  Inc. 

Yet  the  stock's  multiple  and  gener- 
ally soggy  market  conditions  have 
clearly  not  discouraged  capital-gains- 
oriented  investors  like  a  42-year-old 
pnnting  salesman  interviewed  at  a 
Yamaichi  Securities  office  near  To- 
kyo Station.  He  and  15  relatives  in- 
cluding a  one-year-old  child  have  all 
put  in  for  shares.  The  collective  hope, 
of  course,  is  that  at  least  a  few  will 


manage  to  get  some  stock.  W 
then?  "It's  a  bit  more  expensive  th 
expected,"  the  salesman  told  For 
"If  it  goes  to  more  than  1.4  mil 
yen,  we  will  sell  it." 

What  will  happen  when  the  sto<j 
listed  for  trading  in  February- 
others  like  the  printing  salesman 
for  a  quick  capital  gain  if  the  si 
goes  to  a  premium?  Or  will  they  n 
on  for  the  heirloom  value?  The  q 
tion  is  important  because  the  mi 
try  does  not  want  to  see  too  m 
volatility  in  the  stock  and  would 
as  wide  a  distribution  as  possible. 

The  reception  given  the  stock  i 
have  something  to  say  about  two  ■ 
er  government-owned  enterprise* 
pan  National  Railways  and  the  ne 
privatized  tobacco  and  salt  monop 
which  are  expected  to  go  public  in 
next  several  years. 

What  will  NTT's  new  shareholi 
get  for  their  high-priced  investmt 
Some  Western  analysts  like  Li 
Luckyn-Malone,  portfolio  manage 
the  closed-end  Japan  Fund,  are  c 
vinced  they  will  come  out  just  f 
"NTT,"  she  says,  "is  probably 
leading  R&D  technology  center  ir> 
pan.  Over  the  long  term,  it  has  be< 
leader  in  optical  fibers  and  the  rr 
innovative  company  in  the  field.' 
pan  Fund,  as  a  foreign  investor,  i 
allowed  to  buy  shares,  but  the  ana 
says  it  would  if  it  could. 

But  different  opinions  make 
horse  races  and  stock  markets, 
jime  Baba  of  Philips  &  Drew's  Lon 
office  argues  that  the  pricing  on  N 
is  "ridiculous."  Compared  with  E 
ish  Telecom  and  AT&T,  he  s 
NTT  stock  is  entirely  too  rich.  S 
comparisons  are  beguiling,  but 
cause  of  variables  like  accounl 
standards  and  tax  liabilities,  the  a 
panies  are  difficult  to  match  up  i 
definitive  way. 

In  terms  of  sales,  NTT  is  more  tl 
twice  as  large  as  British  Telecom, 
in  turn  is  about  only  two-thuds 
large  as  AT&T.  Though  now  m 
process  of  becoming  the  largest 
vately  owned  company  in  Japan,  N 
will  still  have  to  carry  many  of 
same  responsibilities  it  shoulderec 
a  government  monopoly.  It  will  s 
have  to  maintain  rural  services,  c 
if  they  are  unprofitable,  and  its  re 
will  continue  to  be  subject  to  regi 
tion  by  the  Ministry  of  Post  &  Ti 
commumcations. 

NTT  still  gets  about  84%  of  its 
erating  revenues  from  domestic  t< 
phone  service  and  thus  is  locked  i 
a  maturing,  slow-growth  busmess 
has  been  domg  all  the  right  thing 
cutting  the  work  force,  promot 
credit  cards,  paying  down  debt,  pu 


BRING  HIGHER  INTELLIGENCE 
TO  YOUR  OFFICE 


E1986  Minolta  Corp. 


INTRODUCING  THE  MINOLTA  EPTOZ 


There  is  a  higher  intelligence 
coming  to  make  your  workday 
even  more  productive.  It 
is  known  as  the  Minolta 
EP  470Z,  the  mid-sized  zoom 
copier  that  makes  two- 
sided  copies  with  one-step 
ease.  The  EP470Z  has  a 
wide  zooming  range  for 


most  business  applications 
and  copies  in  a  variety  of  colors. 

Bring  higher  intelligence  to  your 
office  with  the  Minolta  EP  470Z. 

ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


Where  does  the 
^isK  Angeles  Times 

||f       go  for  the 
who,  what,  where  &  when 
of  their  phone  bills? 

The  answer  is  Account-A-Call 
Corporation,  the  nation's  leading 
telecommunications  data  proc- 
essing firm.  Account-A-Call  gets 
the  scoop  on  every  Los  Angeles 
Times  call  placed  from  its  down- 
town headquarters  and  seven 
suburban  zone  locations.  That's 
more  than  15,000  calls  a  day! 

Account-A-Call  then  reports  its 
findings  to  the  Times  every 
month,  with  unmatched  accuracy 
and  adhering  to  the  strictest 
deadlines.  And  we  uncover  our 
sources,  revealing  who  at  the 
Times  made  each  call;  where  and 
when  the  call  was  placed;  how 
long  it  took,  and  most  important: 
how  much  the  call  cost  the  Times. 


With  complete  objectivity, 
Account-A-Call's  reports  allocate 
the  newspaper's  costs  by  division, 
department,  cost  center  and  indi- 
vidual, enabling  the  Times  to 
manage  and  control  its  telephone 
costs. 

To  find  out  more  about  how 
Account-A-Call  Corporation  can 
help  manage  and  control  your 
company's  telephone  costs,  call: 
(818)  846-3340,  or  write:  Account- 
A-Call  Corporation,  4450  Lakeside 
Drive,  Burbank,  CA  91505. 

Account-A-Call 

CORPORATION 


Those  gabby  America: 


The  national  reticence,  coi 
pled  with  the  easy  reach  ( 
the  cheap  10-yen — roughly 
cents — pay  phone,  helps  to  ej 
plain  why  NTT's  revenue  curv 
has  been  rising  at  a  slower  raj 
than  AT&T's.  Americans  an 
practically  born  with  a  phone  ij 
their  ears;  the  Japanese  approaa 
the  telephone  with  a  frugalit 
born  of  high  upfront  purchaa 
costs. 

Some  statistics  put  together  b 
Nomura  Securities  tell  the  story 
The  Japanese  on  average  mak 
390  phone  calls  a  year  and  tal. 
about  seven  minutes  a  day 
Those  gabby  Americans,  on  th 
other  hand,  on  average  pick  ui 
the  phone  about  1,400  times 
year  and  talk  a  lot  longer.  NT" 
hopes  to  close  the  gap.  It  has  a] 
ready  ripped  out  135,000  red  pa' 
phones,  mainly  of  the  10-yen  va 
riety,  that  are  not  netting  at  least 
2,000  yen  a  month — an  effori 
aimed  at  upgrading  the  revenui 
mix.  The  discards  have  not  gont 
to  waste.  They  have  been  con 
verted  into  musical  piggy  bank: 
and  are  on  sale  at  one  major  de; 
partment  store  in  Tokyo  at  9,800 
yen  the  crack. — R.P. 


ing  itself  into  areas  that  have  mi 
promising  growth. 

One  stumbling  block  is  that  i 
growth  areas  (data  commumcatic 


and  digital  data  exchanges),  wh: 
have  been  expanding  at  a  toothsoi 
20%  a  year,  now  account  for  less  th 
10%  of  revenues.  So  NTT  will  hi 
to  move  swiftly  into  turf  opened 
heavyweight  competitors  (such  as 
pan  Telecom  Co.,  Daini  Den  D 
Inc.,  Tokyo  Communication  Nl 
work,  Tele  way  Japan)  by  the  sai 
deregulation  that  made  it  a  priv; 
company. 

Some  analysts  also  worry  abc 
how  long  it  will  take  Nippon  Te 
graph  &  Telephone  to  get  over  t 
culture  shock  of  the  transition  frc 
government  to  at  least  semiprivi 
ownership.  Judging  from  the  adap1 
tion  problems  of  AT&T  in  the  U. 
there's  good  reason  to  believe  th 
NTT  will  suffer  similar  withdraw 
symptoms. 

On  balance,  then,  the  new  stO' 
issue  is  likely  to  follow  a  pattern  th 
is  familiar  in  the  U.S.:  hot  stuff  no 
cheaper  later  when  the  charm  of  no 
elty  wears  thin.  ■ 


Photograph  taken  at  Windows  On  The  World,  N.Y. 


WAGING  ASSETS. 

viss  Bank  Corporation's  key  U.S.  managers 
ovide  the  finest  banking  services  to  our 
merican  clients. 


At  Swiss  Bank  Corporation,  we 
don't  always  measure  economic 
resources  in  currency.  To  become  a 
foreign  bank  with  one  of  the  larg- 
est operations  in  America,  we've 
learned  to  count  our  human 
resources  first. 

Meet  the  managers  of  our  U.S. 
corporate  banking  operations.  On 
a  regular  basis,  these  key  execu- 
tives from  our  seven  offices  across 
the  country  meet  in  New  York  with 
specialists  from  our  organization 
around  the  world.  Seminars  and 
work  shops  provide  the  forum  for 


a  vigorous  exchange  of  ideas  and 
knowledge.  And  it  consistently 
proves  innovative  and  beneficial. 

From  commercial  to  investment 
to  private  banking,  client  services 
are  broadened.  The  advanta- 
geous aspects  of  nationwide  team- 
work are  heightened.  And  with  it 
all,  our  commitment  to  America  is 
deepened. 

On  measure,  we  count  our 
managers  as  capital  assets.  But  as 
our  client,  you  could  capitalize  on 
our  managing  assets. 


Swiss  Bank 
Corporation 

Schweizerischer  Bankverein 
Societe  de  Banque  Suisse 

The  key  Swiss  bank 

i\  Management  in  CH-4002  Basle,  Aeschenplatz  6,  and  in  CH-8022  Zurich,  Paradeplatz  6  Over  200  offices  throughout  Switzerland 

iffice  U.S.A.:  New  York,  Four  World  Trade  Center,  10048,  212/574-3000  Branches:  Chicago,  Three  First  National  Plaza,  60602,  312/346-0350 

n  Francisco,  101  California  Street.  94111.  415/774-3300  Agencies:  Atlanta.  235  Peachtree  St.,  N  E  30303,  404/522-1600  and  Houston, 

len  Center,  77002,  713/658-0561  Representative  Offices:  Dallas,  500  North  Akard  St ,  75201,  214/740-3838  and  Los  Angeles, 

Sixth  St  90017,  213/489-5900 


Sometimes,  vve  really  da 


South  Carolinians  have  always 
had  the  right  idea  about  living. 

Work  is  serious  business  for  us, 
of  course. 

Indeed,  no  matter  which 
reference  you  consult,  you'll  find  that 
South  Carolinians  consistently 
maintain  the  highest  levels  of  worker 
productivity  and  the  lowest  levels  of 
work  stoppages  in  America. 

But  we  also  know  how  to 
loosen  our  ties,  kick  off  our  shoes, 
and  switch  off  the  pressures  of  the  day. 

We  understand  the  necessity  of 
balancing  hard  work  with  relaxation. 
And  that  understanding  of  what's 
really  important  in  life  has  led  South 
Carolinians  to  build  cities  that  blend 
the  best  of  contemporary  living  with 
gracious  Southern  charm. 

To  support  research  at  our 
universities  that  may  one  day  feed  the 
world  and  cure  its  incurable  diseases. 

And  to  develop  an  education 
plan  for  the  future  that  has  been  called 
"the  single  most  important  piece  of 
legislation  developed  by  any  state 
to  enhance  primary  and  secondary 
education!' 

These  kinds  of  intangibles, 
which  ordinarily  have  little  to  do 


0 


shoes  in  South  Qrolina. 


g0 


mm 


with  nuts  and  bolts  and  smokestacks, 
have  played  a  major  role  in  the 
economic  renaissance  of  the  state  in 
recent  years. 

The  location  of  Michelin's 
United  States  headquarters,  the 
location  of  NCR's  engineering  and 
manufacturing  facility,  the  location 
of  Porsche's  East  Coast  distribution 
center— they're  all  based  on  the 
realization  that  South  Carolina  is 
more  than  just  a  good  place  to  do 
business.  It's  also  an  exceptionally 
good  place  to  live. 

To  discover  the  secret  that  these 
and  other  companies  have  found, 
contact  J.  Mac  Holladay  Director, 
State  Development  Board,  Suite 
6005,  P.O.  Box  927,  Columbia,  S.C. 
29202,  or  call  803-734-1400. 

In  the  process,  you  might  well 
discover  what  South  Carolinians 
have  known  for  generations. 

Sometimes  taking  off  your 
shoes  can  do  wonders  for  your  mind. 

There's  more  to 
South  Carolina  than 
making  aprofit 


As  I  See  It 


If  President  Reagan  cuts  a  decent  arms 
deal  with  Mikhail  Gorbachev,  it  wont  be 
because  the  Soviets  have  reformed  but  be- 
cause they're  worried  and  can  no  longer 
ignore  their  sickly  economy. 

The  legacy 
of  Stalin- 

A  chat  with  Seweryn  Bialer 


By  Lawrence  Minard 
and  Peter  Brimelow 


O  lumbia  University  Sovietologist  Seweryn  Bialer 

*  Soviet  system  does  not  fit  the  third  industrial  revolution." 


The  rulers  of  the  Soviet  Uni 
genuinely  want  a  halt  in  I 
arms  race  because  they  are  i| 
pressed  by  U.S.  technological  advaj 
and  by  the  progress  in  rebuilding  o 
military  strength.  The  Soviets  are 
day  more  nervous  than  ever  at  ( 
prospect  of  falling  hopelessly  behn 
So  says  Seweryn  Bialer.  Colum; 
University's  renowned  Sovietologil 
Raised  in  Berlin,  Bialer,  now  < 
taught  economics  at  the  University 
Warsaw  until  1955,  when  he  emigr 
ed  to  the  U.S.  In  his  books,  most 
cently  The  Soviet  Paradox:  External  i 
pansion,  Internal  Decline  (Kna 
$22.95),  he  writes  with  the  knowleo 
of  someone  who  has  lived  beneath  1 
Communist  yoke. 

No,  there  are  no  fundamea 
changes  currently  under  way  in  I 
Soviet  Union.  Says  Bialer:  "The  nu 
terror  is  abolished.  Personal  dictati 
ship  was  abolished.  But  in  the  e< 
nomic  field,  the  Stalinist  systemi 
completely  in  command  of  Rus. 
today." 

By  Stalinism,  Bialer  means  centn 
ization  of  power  in  Moscow,  w: 
scarcely  any  real  decision  making! 
to  individuals  anywhere  in  the  v; 
co\intry.  Continuation  of  the  sysw 
dooms  the  Soviets  to  backwardni 
but  any  real  change  threatens  t 
power  of  the  ruling  elite.  So  clums> 
the  system  that  even  when  its  spi 
steal  industrial  secrets  from  the  U. 
its  industry  cannot  easily  absorb  wl 
it  steals. 

"The  Chinese  adapt  from  Amen 
whatever  they  want  and  still  thi 
they're  superior  to  us,"  says  BiaL 
"But  the  greatest  thing  with  the  Ri 
sian  leaders,  when  they  meet  our  le« 
ers,  is  to  say  they  should  be  eqi 
with  us  because  they  have  equal  st: 
tegic  power.  But  in  all  other  aspe» 
they  are  unequal.  This  makes  the 
feel  internally  insecure,  which  wi 
always  the  situation  in  Russia." 
•  We  ask  Bialer:  How  do  we  kne 
how  weak  the  Soviet  economy  : 
Can  you  get  any  kind  of  GNP  nui 
bers  at  all  on  the  Soviet  econom 
"That  is  a  wonderful  question,"  sa 
Bialer.  "In  my  opinion,  one  can't.  Ai 
I  must  tell  you  that  most  of  the  Sov: 
economists  rely  on  the  American  c 
culations  of  the  GNP  made  by  t 
CIA  that  are  presented  every  tl 
years  to  the  Congress  in  two  gra 
volumes." 


Bell  Atlantic 

Systems  Lea  -sOmgj 


OUR  NEW  COMPUTER  LEASING  COMPANY 
WAS  FIFTH  IN  THE  INDUSTRY  BEFORE  THE  PAINT  WAS  DRY. 


Yesterday  it  was  Greyhound  Capital  Corp. 

Today  it's  Bell  Atlantic  Systems  Leasing,  part  of 
the  Bell  Atlantic  family  of  companies.  It's  one  of 
the  largest  companies  of  its  kind,  with  a  22- 
year  history  of  providing  computer  operating  leases 
with  maximum  flexibility. 

It  still  keeps  your  equipment  humming  without 
maintenance  or  obsolescence  worries. 

It  still  supplies  IBM  and  other  leading-edge 
equipment  when  and  where  you  need  it,  nation- 
wide and  in  select  overseas  markets. 

But  under  its  new  name,  Bell  Atlantic  Systems 
Leasing  is  one  piece  of  a  whole  that  is  of  greater 
value  to  you  than  the  sum  of  its  parts. 

BEL1  ATLANTIC'S  FINANCIAL  SERVICES  FAMILY 

Our  new  computer  leasing  company  joins  Bell 
Atlantic  TriCon  Leasing,  under  the  Bell  Atlantic 
Capital  Corp.  umbrella.  TriCon  specializes  in  di- 
rect lease  financing  for  any  kind  of  business  equip- 
ment, from  telecommunications  to  transportation, 
for  vendors  or  end-users. 

Separately,  each  company  is  a  major  player  in  its 
field.  Together,  they  provide  effective  finance  solu- 
tions to  the  full  range  of  your  business'  technology 
and  equipment  growth  needs-from  one  source. 


Yet  another  member  of  the  family  is  Bell  Atlantic 
Properties,  offering  commercial  real  estate  develop- 
ment, investment  and  consulting. 

WE'RE  EXPERTS  IN  FINANCING  GROWTH 

Leasing  financed  more  than  $93  billion  worth  of 
equipment  across  America  last  year,  making  it  the 
prefened  source  of  capital  for  acquiring  equipment. 

And  Bell  Atlantic  Capital  Corp.  is  the  expert, 
with  a  combined  40  years'  experience.  Operating 
leases,  direct  finance  leases.  Computer  equipment, 
general  equipment.  Immediate  response,  immedi- 
ate availability  of  new  technology.  All  at  competi- 
tive rates,  that  conserve  your  needed  capital. 

We're  one  of  the  largest  in  computer  leasing, 
and  in  the  top  10  in  overall  equipment  leasing. 

So  if  you're  considering  any  kind  of  equipment, 
consider  your  options  first.  For  our  informative 
booklet,  or  to  contact  someone  directly,  call  us 
toll-free. 

Bell  Atlantic  Systems  Leasing  1-800-528-0358 
Bell  Atlantic  TriCon  Leasing  1-800-526-4672 

©Bell  Atlantic 

Capital  Corp. 


Technology.  One  of  four  CSX  growth  potential  arec 

CSX  Corporation  is  managing  new  forces  to  increase 
shareholder  value.  Following  its  realignment  as  a  compone 
based  organization  this  $12  billion  giant  is  building  its  stren 
Transportation  Energy  Properties  and  Technology 

CSX  Technology  provides  intormation/communicatio: 
support  for  the  other  CSX  business  groups.  At  the  same  time, 
designs  programs,  develops  systems  and  markets  its  capabi 
to  both  private  industry  and  government. 

One  strong  growth  area  for  CSX  Technology  is  the 
sizable  transportation-related  information  market.  Thanks  t< 


i 


riON. 


cmbination  of  transportation  and  information  technology 
:  rtise,  CSX  is  uniquely  positioned  to  serve  this  market. 
I  Another  promising  CSX  Technology  area  is  its  partnership 
i  ?st  in  the  LightNets  fiber  optic  network.  This  state-of-the-art 
I  nunications  network  has  2,000  of  its  proposed  5,000  miles  in 
I  ition  or  under  construction.  LightNet  will  serve  large  volume 
5  of  high  speed  data,  voice  and  video  throughout  major  cities 
I  Df  the  Mississippi. 

For  more  information  on  the  new  growth  potential  of  CSX, 
i :  Corporate  Communications,  PO.  Box  C-32222,  Dept.  B-4D, 
:  nond,  VA  23261. 


CSX 


Technology 
Transportation 
Energy 
Properties 


Such  is  the  secretiveness  that  grips 
the  Soviet  Union:  Even  its  own  econo- 
mists must  look  outside  for  believ- 
able statistics. 

"You  have  a  situation/'  says  Bialer, 
"where  secrecy,  underdevelopment  of 
the  infrastructure,  the  fear  of  risk, 
lack  of  entrepreneurship  and  lack  of 
rewards  all  combine  to  make  the  Sovi- 
et Union — in  the  civilian  sector,  not 
the  military  sector — fall  more  and 
more  behind  the  U.S.  and  other  indus- 
trial countries." 

Stalin's  methods  did  work  once. 
Look  at  any  Soviet  city:  The  major 
building  seems  to  date  from  Stalin's 
time  and  just  after.  Even  after  Stalin's 
death  in  1953  Khrushchev  and  then 
Brezhnev  were  able  to  claim  that  Rus- 
sia could  catch  up  with  the  West. 

Today,  however,  the  cheap  re- 
sources have  been  depleted,  the  sheer 
energy  that  rebuilt  the  country  has 
been  dissipated.  The  Soviet  economy 
is  like  a  great  beast  that  exhausted 
itself  in  a  fight  for  survival  and  now 
sprawls,  energyless  and  panting.  To 
close  the  gap  with  the  West,  the  Sovi- 
ets must  shift  from  extensive  growth 
based  on  cheap  natural  resources  and 
starvable  human  labor,  to  intensive 
growth  based  on  microchips,  informa- 
tion and  human  ingenuity — a  shift, 
says  Bialer,  that  has  not  been  made 
and  perhaps  cannot  be  made. 


Says  Bialer:  "There  is  no  question 
that  the  Soviet  system  does  not  fit  the 
third  industrial  revolution.  Here,  the 
Soviet  system  possesses  all  the  char- 
acteristics that  work  against  develop- 
ment. It  is  a  secretive  nation,  where 
information  is  compartmentalized." 

Centralization,  repression — Stalin- 
ism— has  enabled  the  leaders  to  mobi- 
lize enough  resources  to  become  a 
world  military  power.  But  down  the 


"The  elite  look  at  the 
situation  where,  for  the  first 
time  in  Soviet  history,  the 
Soviet  Union,  far  from 
closing  the  gap  with  the 
developed  capitalist 
countries,  is  falling 
behind." 


Stalinist  road  lies  economic  stagna- 
tion. And  with  stagnation  the  struggle 
to  retain  military  parity  becomes 
harder  and  harder.  With  stagnation, 
too,  the  Soviet  Union  becomes  a 
laughingstock,  not  the  proud  model 
for  the  future  its  founders  dreamed 
about.  The  Soviet  economy  has  be- 
come what  a  recent  writer  in  Tfje 
American  Spectator  aptly  called  "an 
overgrown  Bulgaria." 

The  problem  is  not  essentially  a 
military  one.  "People  who  know," 


says  Bialer,  "are  telling  me  that  wi 
regard  to  airplanes  and  missiles,  t 
Russians  are  four  years  behind  [t 
West].  I  think  they  are  six  years  1 
hind.  Maybe  they  are  eight  years  1 
hind.  But  so  what?  The  Russians  j 
always  behind,  but  they  catch  up 
with  enormous  sacrifices — in  the  re 
itary  field.  It  will  cost  them  more, 
what?  They  have  a  population  that 
ten  times  as  hard  in  terms  of  saenfu 
and  is  ten  times  more  controlled 
their  government  than  America's.' 

But  the  sacrifices  get  harder  a 
harder  as  the  economy  falls  furti 
and  further  behind.  The  ruling  el 
begins  to  suffer,  not  so  much  he 
fear  of  popular  discontent  but  for  r< 
sons  of  security  and  prestige.  The  p« 
pie  may  want  consumer  goods,  b 
says  Bialer,  "The  elite  think  in  diff 
ent  terms.  Their  standard  of  living 
not  stagnating.  But  they  look  at  t 
situation  where,  for  the  first  time 
Soviet  history,  the  Soviet  Union, 
from  closing  the  gap  with  develop 
capitalist  countries,  is  falling  behix 

"The  point  is  that  the  whole  ideo 
gy  and  the  whole  sense  of  the  Sov 
Union  as  a  global  power  is  based 
the  assumption  that  this  gap  will 
closing.  And  it  is  not.  This  is  a  ma 
change.  And  a  major  crisis.  And  frc 
this  point  of  view,  the  reserves 
growth  that  Gorbachev  wants  to » 
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A  PRESTIGIOU 
MAGAZINE  FOR  OU 
PRESTIGIOU 
PRODUC1 

'It  is  essential  that  we  advertise  Chivas  R< 
in  a  medium  that  compliments  its  prestigi 
image.  We,  therefore,  select  publications  that 
intellectually  stimulating  and  provide  an  ups< 

quality  environnn 


For  more  than  ten  years  VISION  magazine  has  fulfi 
our  quality  requirements;  it  delivers  the  type  of  consun 
that  are  leaders  in  the  business  and  cultural  communitie 
all  the  key  markets  in  Latin  Amer 

As  marketers,  we  are  glad  to  be  able  to  use  a  Spanish  language  publical 
like  VISION  to  ensure  that  our  ads  for  Chivas  Regal,  and  the  messages  t 
communicate,  are  clearly  _  » 

and  fully  understood  in 

Latin  America.  It  helps  us        ^  RE  VISTA  LATINOAME 

to  achieve  our  ultimate 
goal:  to  sell  our  product 
profitably  in  the  marketplace. 

13  E.  75th  St..  New  York,  NY  10021  (212-744-913 
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ijired  his  '55  Jag  at  an  auction  in  London, 
a  deal  for  his  Bugati  over  breakfast  in 
But  like  the  skinflint  he  is,  he  services  his 
ith  his  own  sponge  and  pail.  And  protects 
w  chief 's"  future  with  Phoenix  Mutual's 
um  Life  Protector.  This  low  cost  insurance 

decide  how  much  he  wants  to  pay.  And 
e  wants  to  finish  paying  up.  What  he  saves 
e  keeps  for  faster  pursuits.  Like  investing 
sively  with  the  Phoenix  Stock  Fund* 
11,  classic  cars  aren't  his  only  passion, 
s  favorite. 

me  people,  any  financial  services 
tion  will  do.  But  he's  different.  And  the 
nt  performance  he  gets  from  Phoenix 
is  finances  running  like  a  dream.  If  there's 
skinflint  in  you,  call  Phoenix  Mutual, 
aking  a  lot  of  people  a  lot  of  money. 


rough  Phoenix  Equity  Planning  Corporation,  a  registered 
aler  ' 


This  is  Motorola's 
display  pager  and 
message  center. 


Optrx®  display  radio  pager  (at  right)  fits  in  a  shirt  pocket, 
oners  tone  alert,  optional  voice  alert,  and  12  character 
scrolling  lighted  readout. 

Message  center  (above)  produces  hard  copies  of  your 
messages  while  charging  Optrx®  battery. 

©1986  Motorola.  Inc  Motorola,  (fi)  and  Optrx  are  registered  trademarks  ol  Motorola,  Inc 


It  displays. 
It  beeps. 
It  even  talks. 
And  when 
you  leave  it 
behind,  it 
doesn't  just 
sit  there. 
It  takes  notes. 

(M)  MOTOROLA 

Advanced  Electronics  for 
a  More  Productive  World. 


Consumer  items 


ploit  are  totally  insufficient." 

Thus  far  Gorbachev  has  tinkered 
and  temporized,  hoping  he  can  save 
the  Stalinist  system  by  squeezing 
more  growth  from  it.  Work  harder, 
drink  less.  Don't  steal  state  property 
for  private  use.  There  are  new  incen- 
tives for  research  institutes  to  be 
more  productive.  There  is  a  crack- 
down on  drinking — "this  in  itself  is 
probably  worth  1%  of  labor  produc- 
tivity increase  a  year,"  says  Bialer,  "if 
you  knew  how  Soviet  workers  and 
engineers  were  drinking  at  work." 

But  nowhere  has  Gorba- 
chev gone  further  than  his 
predecessors.  Says  Bialer: 
"You  know,  every  year 
since  Stalin's  death  [in 
1953]  there  have  been  doz- 
ens of  reforms,  which  I 
compare  to  elections. 
They  try  to  fight  the  worst 
irrationalities  of  the  eco- 
nomic system.  But  they 
do  not  change  the  basic 
structural  characteristics 
of  the  system,  which  I  de- 
scribe in  my  current  book: 
centralized  plannmg,  cen- 
tralized command,  the 
stress  on  quantity  as  op- 
posed to  quality,  the  pas- 
sive role  of  money  and 
credit,  profits  being  really 
an  accounting  device  rath- 
er than  a  measurement  of 
effectiveness." 

Arthur  Hartman,  the 
U.S.  ambassador  to  the 
Soviet  Union,  once  ob- 
served to  a  Forbes  report- 
er that  whereas  the  West 
was  going  through  a  tech- 
nological revolution 
based  largely  on  the  free 
flow  of  information,  the 
Soviet  system  presumes 
that  information  should 
be  kept  under  lock  and 
key  and  doled  out  only  to 
a  few. 

Bialer  nods.  "Informa- 
tion," he  says,  "is  a  part  of 
power.  A  bureaucrat  who 
has  a  particular  knowledge  of  some- 
thing will  not  part  with  this  knowl- 
edge, because  this  knowledge  is  his 
leverage,  his  instrument  of  power. 

"The  photocopy  machine,  for  ex- 
ample. You  go  to  an  institute  of  the 
Academy  of  Science  and  try  to  make  a 
copy.  Try  to  get  a  copy  of  anything. 
The  machine  is  somewhere  in  a  spe- 
cial room.  Somebody  is  always  there. 
You  have  to  have  a  signature  of  some- 
body who  is  entitled  to  give  a  signa- 
ture for  making  a  copy.  And  you  will 
wait  quite  a  time  until  it  is  made. 


"Let's  take  another  example.  Com- 
puters do  not  make  sense  unless  con- 
nected with  communications.  All 
right,  now  look  at  the  Moscow  tele- 
phone net.  Look  how  difficult  it  is  to 
make  a  call.  And  this  is  in  Moscow. 
Try  to  go  to  a  small  town  and  call  up 
Moscow.  You  will  wait  two,  three 
hours.  Can  you  imagine  those  com- 
puters talking  to  each  other  in  such  a 
situation? 

"Or  take  the  question  of  software.  I 
would  be  surprised  if  less  than  90%  of 
software  in  America  comes  from  mdi- 


An  expensive  place  to  live 


Below  are  recent  retail  prices  in  Moscow  for  selected 
items,  expressed  both  monetarily  (at  the  official, 
though  unrealistically  high,  rate  of  1  ruble:  SI. 48)  and 
in  terms  of  the  working  time  required  to  buy  these 
items,  using  average  industrial  monthly  take-home  pay 
of  S260  for  Soviet  workers,  vs.  Sl,365  in  the  U.S.  The 
numbers  result  from  the  invaluable  work  of  Radio 
Liberty  Research's  Keith  Bush,  who  warns  of  the  many 
pitfalls  inherent  in  such  East-West  comparisons. 
Among  them:  poor  quality  and  availability  of  goods  in 
Russia,  where  the  consumer  is  a  very  low  priority. 


Rubles 


Converted 

U.S.  s 


Work  hours 
equivalent 


white  bread      12.2  lbs.) 


0.30 


0.44 


18  minutes 


frozen  chicken       12.2  lbs.) 


3.40 


5.02    3  hours,  24  minutes 


ice  cream      12.2  lbs.) 


1.92 


2.84      1  hour,  55  minutes 


butter      (2.2  lbs.' 


3.80 


5.61     3  hours,  30  mmutes 


potatoes      (2.2  lbs.) 


0.20 


0.30 


tea       (3.5  oz.' 


0.76 


1.12 


red  wine      (1.1  qts.) 


4.60 


6.79    4  hours,  29  minutes 


vodka 


1  pt.) 


2.32 


3.43    2  hours,  12  minutes 


small  car  (Zhiguli) 


8,500.00  12,553.00 


regular  gasoline      (2.6  gals.) 


3.00 


4.43 


leans 


58.00 


85.66 


men's  shirt 


10.00 


14.77 


men's  shoes 


45.00 


66.46 


color  television    23  in. 


595.00 


878.75 


monthly  rent 

subsidized,  unfurnished 


13.50 


20.00  13  hours,  30  minutes 


VCR 


1,200.00  1,772.26 


vidual  entrepreneurs  and  from  small 
firms.  In  the  Soviet  Union — well,  first 
of  all,  a  man  who  would  have  the 
initiative  to  write  a  software  program 
would  have  to  have  the  computer. 
And  there  are  no  computers  privately 
owned  in  the  Soviet  Union,  not  even 
word  processors." 

Don't  Soviet  managers  ask  for  pro- 
ductivity-enhancing equipment,  to 
help  fulfill  the  ambitious  planning 
targets  set  for  them  in  Moscow?  That, 
says  Bialer,  is  to  misunderstand  en- 
tirely Soviet  incentives. 


"Suppose  that  you  are  the  direo 
of  the  factory  of  nails.  Instead  of  j 
ducing  your  plan  of  10,000  tons 
nails,  you  produce  10,300  tons.  N 
year  you  will  receive  a  new  plan  t 
will  be  based  on  your  overfulfillm 
of  the  plan  this  year.  You  are  punis. 
because  you  have  overproduced. 

"Now,  one  must  be  an  idiot,  in  i 
situation,  to  be  interested  in  over 
fillment  of  the  plan  or  new  techi 
ogy.  If  a  first-rate  American  mana 
were  transferred  to  Moscow,  wit 
two  weeks  he  would  figure  out  w 
is  good  for  him  and  wa 
act  exactly  as  the  So' 
managers  are  acting.  I 
not  that  they  steal  or 
uneducated  or  untalem 
They  are  simply  work 
within  a  system  that  d 
not  reward  talent  and 
votion  and  technolog; 
progress." 

Stalinism  is  the  caus 
the  problem,  but  to 
card  economic  Stalini 
after  60  years  risks 
disintegration  of  the  m 
ern  Soviet  empire,  wh 
has  been  held  toget 
only  by  force  and  cent 
ized  power.  The  Soi 
Union  is  really  a  Russ 
empire  ruling  subject  p 
pies.  "A  decentraL 
tion,"  explains  Bia 
"would  not  be  a  devc 
tion  of  power  only  ami 
the  Russians.  It  would 
a  devolution  of  powei 
ethnic  groups,  wh 
compose  49%  of  the  Sc 
et  population,  and  t 
will  encourage,  if  not 
cessionist,  then  at  k 
centrifugal  forces  wit 
the  society." 

Besides  the  emp 
there  are  the  tnbut 
states  in  Eastern  Eurc 
Recalling  the  direct  1 
between  Khrushche 
anti-Stalin  speech  to 
Politburo  in  Febru 
1956  and  the  Hungarian  uprising  h 
that  year,  Bialer  asks:  "If  you  h 
liberalization  of  the  system  in  Rus 
what  conclusions  will  the  people  v 
want  liberalization  in  Eastern  Eun 
reach?  They  will  make  it  to  the  I 
degree." 

So  there  you  have  it:  Stalinist  e 
nomics  binds  the  empire  together  i 
keeps  power  firmly  in  the  hands  of 
Communist  aristocracy,  but  it  free 
economic  progress.  Gorbachev 
listened  attentively  to  his  eco: 
mists'  pleas   to  introduce  mar 


12  mmutes 


46  minutes 


48.4  months 


3  hours 


58  hours 


10  hours 


45  hours 


595  hours 


1,200  hours 
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"With  Hutton,  I  can  count  on  83  years 
of  uninterrupted  performance. 
E.F.  Hutton.  Because  it's  my  money." 


How 


386 


advance 
person* 


COMPAQ  announces  its  bigj 
improvement  yet  to  the  indu« 
standard  — the  new  COMF 
DESKPRO  386;"  It  reaches 
higher  levels  of  speed,  comp 
bility,  performance  and  expa 
ability  than  have  ever  bi 
possible  in  personal  comput 
At  the  heart  of  this  breakthro 
is  the  new  high-speed,  32-bit, 
MHz  Intel*  80386  microprocej 


Introducing  the  new  COMPAQ  DESKPRO 


The  most  advanced  persor 

COMPAQ*  is  a  registered  trademark  COMPAQ  DESKPRO  386™  is  a  trademark  of  COMPAQ  Computer  Corporation  Intel"  is  a  registered  trademark  of  Intel  Corporation.  Microsoft-  is  a  registered  trademark  of  Microsoft  <  I 
Lotus' and  Lotus  1-2-3*  arc  registered  trademarks:  Symphony™  is  a  trademark  of  Lotus  Corporation  JBase  III  PLUS*  is  a  registered  trademark  of  Ashton  Tate  E  1986  COMPAQ  Computer  Corporation  all  rights  reserved. 


dvanced-technology 
omputers 


runs  industry-standard 
Kware  2-3  times  faster 
\i\  ever  before.  But  the 
1  is  just  the  beginning  of 
I  story.  We  surrounded  it 
I  i  dozens  of  features  and 
luncements  to  create  the 
list  advanced  personal 
hputer  in  the  world. 


1  ch  component 
the  very  best 


The  Intel  80386  micro- 
processor is  faster  and 
more  powerful  than  its 
predecessors. 


y  component  has 
e|n  optimized  to 
>  advantage  of  the 
Increased  speed 
and  power  of 

the  80386.  We  offer,  for 
instance,  more  stor- 
age, up  to  130  Mega- 
bytes, with  access 
times  50  to  150  per- 
cent faster  than 
most  computers. 
Plus  you  get  the 
flexibility  of  up  to 
four  storage  de- 
vices. But  that's 
just  the  beginning. 
We  give  you  more 
memory.  Enhanced 
color  graphics.  Even  a 
built-in  expanded  mem- 
)ry  manager  that  breaks  the 
I  <  barrier  of  current  operating 
;ms.  We  improved  the  key- 
:  d,  quadrupled  the  capacity 
:  le  internal  fixed  disk  drive 
;  <up  to  40  Megabytes  and 
i  e  it  twice  as  fast  as  before, 


then  went  on  to  add  a  host  of 
other  features.  Combined, 
they  make  this  the  first  PC  to 
offer  a  true  minicomputer 
level  of  performance  in  a  ver- 
satile, industry-standard  desk- 
top computer. 


The  winning  numbers 

The  new  COMPAQ  DESKPRO 
386  features  advanced  32-bit 
architecture  that  processes 
twice  as  much  information  as 
16-bit  computers  in  the  same 
amount  of  time.  Coupled  with 
its  impressive  16-MHz  pro- 
cessing speed,  it  radically  im- 
proves the  responsiveness  of 
spreadsheets,  databases  and  net- 
works as  well  as  the  ease  of 
multi-tasking. 

It  runs  thousands  of  business 
programs  as  well  as  all  the  popu- 
lar engineering  software,  achiev- 
ing an  unparalleled 
level  of  performance, 
and  making  it  a  replace- 
ment for  expensive 
dedicated  engineering 
and  scientific  work- 
stations. 

And  because  it's 
so  compatible,  . 
there's  no  other  j 
personal  com- 
puter more  con- 
nectable.  As  a 
result,  you  can 
use  industry- 
standard  expan- 


sion boards  to  network,  communi- 
cate with  mainframes  and  mini- 
computers, or  even  support  several 
terminals. 

History  in  the  making 

The  COMPAQ  DESKPRO  386 
combines  superior  technology 
with  COMPAQ  innovation  to  let 
you  do  things  once  thought  im- 
possible or  impractical  with  PCs. 
There  may  be  companies  that  copy 
one  or  two  of  its  features,  but  it  will 
be  years  before  they  can  copy 
them  all.  It's  clearly  the  computer 
of  choice  for  today's  and  tomor- 
row's most  demanding  users.  From 
the  company  with  the  highest 
user  satisfaction  ratings  in  the  in- 
dustry. For  the  Authorized  Dealer 
nearest  you,  or  to  obtain  a  bro- 
chure, call  1-800-231-0900  and  ask 
for  Operator  27.  In  Canada,  call 
416-449-8741,  Operator  27. 


Industry-standard 
software  now  performs 
2-3  times  faster  than 
ever  before. 


tnputer  in  the  world 


It  simply  works  better. 


compAa 


THE  LIMP  PAD  VS.  THE  AMPAD 

Does  your  yellow  pad  let  you  down 
just  when  you  need  support?  Look 
at  The  Ampad.  It's  stiff,  like  a 
clipboard. 

But  you'll  probably  discover 
even  better  reasons  for  demanding 
The  Ampad.  Like  our  16  lb.  water- 
marked paper,  that  won't  bleed. 
Like  The  Ampad's  perforated 
pages.  Like  The  Ampad's  leather- 
like binding,  which  is  stapled  and 
glued.  So  it  doesn't  fall  apart  like 
other  yellow  pads. 

Other  companies  think  we're 
crazy  to  make  a  yellow  pad  this 
good.  But  the  U.S.  Senate  doesn't 
think  we're  crazy.  They  use  The 


Ampad  Corporation,  P.O.  Box  1250.  Holyoke,  MA  01040 

Helping  America  put  it  on  paper  for  over  100  years 


Source:  Don  Bowdren  Associates.  1985 


Ampad.  So  do  most  people  who 
make  decisions  for  a  living. 

It  seems  that  the  more  you  use 
yellow  pads,  the  more  you  appre- 
ciate The  Ampad.  After  all,  why 
use  a  limp  pad  when  you  can  get 
the  stiff  one?  Give  this  ad  to  who- 
ever orders  your  stationery. 
Say  you  want 

AMPAD 


prices  into  the  Soviet  economy 
August  Gorbachev  fired  the  chain 
of  the  State  Committee  for  Prj 
Nikolai  Glushkov,  for  obstruc 
price  reform. 

Is  this  the  beginning  of  real  refa 
Bialer:  "Gorbachev  is  throwing  a 
minister.  Whom  is  he  appointiru 
his  place?  A  vice  minister.  The 
minister  is  younger,  more  arhbiti 
But  he  has  learned  how  to  work  f 
the  minister.  He's  worked  in  the 
tem.   This  is   [Gorbachev's]  m 
problem.  It's  not  a  problem  tha 
cannot  exchange  people.  It's  a  q 
tion  for  whom  will  he  excha 
them?  He  doesn't  have  the  powe 
make  the  [really  important)  decisi 
And  he  has  still,  in  my  opinion, 
sions  that  lesser  reforms  can  re 


"The  Soviets  found  that, 
despite  strategic  parity,  i 
are  on  the  verge  of  a  new 
arms  race  where  technolt 
will  play  a  higher  role. 
Never  in  the  past  20  year 
did  they  want  arms  contr 
as  badly  as  today." 


the  system.  In  my  opinion,  they 
improve,  slightly,  the  economy's 
formance,  but  they  will  not  repai 
basic  backwardness  compared  to 

Gorbachev,  then,  is  not  so  mu 
dictator  as  he  is  a  prisoner  of  the 
linist  system.  And  not  only  of 
system  but  of  Russian  history  as  \ 
Says  Bialer:  "My  proposition  is 
the  autocratic,  nondemocratic, 
tralized  type  of  Soviet  system  did 
go  against  the  Russian  tradition. 1 
simply,  in  the  entire  Russian  hist 
from  the  beginning  until  today,  t 
was  not  one  day  that  they  had  a  de 
cratic  regime.  Not  one  day." 

Hoping  the  system  will  magic 
rejuvenate  but  probably  aware  th 
cannot,  Gorbachev  needs  to  del 
something.  Freezing  the  arms 
would  take  pressure  off  the  econc 
buy  time  for  the  system  he  represe 
It  would  also  enable  the  Red  Arr 
generals  to  sleep  more  soundly.  A 
which  means  that  an  arms  deal 
be  in  the  offing — one  that  the  U.S. 
accept.  Says  Bialer:  "The  Soviets  I 
found  out  that,  despite  all  their  stJ 
gic  parity  with  the  U.S.,  we  are  on 
verge  of  a  new  arms  race  where  t 
nology  will  play  a  higher  role.  T 
[military]  security  will  be  in  dar 
Never  in  the  past  20  years  did  i 
want  arms  control  as  badly  as  tod 
(See  story,  p.  216.) 

A  useful  comment,  that,  for 
critics  of  recent  U.S.  economic 
military  policy  to  remember.  ■ 


Two  Stops;  Hawaii  to  London 

I    Either  Direction. 


2780 Ml. 


2/24-  Ml. 


3073  Ml. 


LONDON 


3AN  FRAN 


BANGOR 


\  Honolulu 


\\k  flight  from  Honolulu  to 
indon— 8000-plus  miles  over 
hd  and  sea— puts  the  long- 
inge  claims  of  business  jets 
t  the  test. 

•The  BAe  800  does  it 
/  either  direction, 
\,th  just  two  fuel  stops: 
fjy,  San  Francisco  and 
hngor,  ME. 

Herewith  our  flight 
I  anning  criteria:  One 
Le  800,  six  passengers, 
i  jgage,  with  winds  and 
I  jdent  fuel  reserves. 

Honolulu-London-and-return 
i  the  kind  of  trip  many  long- 
r  ige  business  jets  don't  talk 
c  out.  And  interestingly,  other 
c  craft  that  can  make  this  trip 
£  long  them  the  very  largest, 


most  costly  business  jets- 
would  also  require  two  en  route 
fuel  stops. 
The  BAe  800's  far-out  payload- 


Waikiki 


Westminster 


Distance 

Time/East 

Time/West 

(miles) 

(hrmin.) 

(hnmin.) 

Honolulu 
San  Francisco 

2124 

5:12 

5:57 

San  Francisco  ••— 
Bangor 

2780 

5:41 

6:54 

Bangor  •• 
London 

3073 

6:33 

6:58 

range  stems  from  design  effi- 
ciency that  pays  off  equally  on 
shorter  flights.  There,  the  BAe  800 
demonstrates  a  fuel  efficiency 
comparable  to  smaller,  less 
comfortable,  less  capable  jet 
aircraft. 
Hawaii-to-London  might  not 


be  a  travel  requirement  for  your 
company,  but  the  efficiency  that 
makes  it  possible  flies  with 
every  BAe  800  on  every  trip. 

Companies  that  require  less 
than  the  BAe  800's  full 
(3320-mile)  range  may  choose 
one  with  more  usable  cabin 
area  and  an  impressive  coast- 
to-coast  (2950-mile)  range. 

For  details  about  BAe  800 
range,  including  its  extensive 
range  of  options,  call  your 
nearest  BAe  office.  Or  write 
Kenneth  C.  Spinney,  Vice 
President  Marketing-Corporate, 
British  Aerospace,  Inc.,  P.O.  Box 
17414,  Washington  Dulles 
International  Airport, 
Washington,  DC  20041. 


as: 


up  where  we  belong 

iritish  Aerospace,  Inc.  Offices  in  North  America:  Washington,  DC  •  703/478-9420  •  Wilmington,  DE  302/322-8000  •  New  York  516/981-8000 
Hhirann  ?1?/?QQ-7nnn  •  Hnnstnn  71.':!/fi44-finnn  •  I  ns  Annfilps  714/75R-f)14fi  •  Tnrnnto  41fi/fi73-0R00 


How  much  time  does  John  Schmidt  really 
have  to  realize  his  dream  of  merging  the 
Santa  Fe  and  Southern  Pacific  railroads' 


First  things 
first 


By  James  Cook 


Steve  Leonard 


Santa  Fe  Southern  Pacific's  John  Schmidt 
More  than  one  way  to  break  a  monopoly? 


If  John  Schmidt,  the  bulldog-grii 
chairman  of  giant  Santa  Fe  Southej 
Pacific  Corp.,  knew  for  sure  that  hi 
dream  of  merging  the  company's  Sal 
ta  Fe  and  Southern  Pacific  railroa 
subsidiaries  was  permanently  sha 
tered,  he  would  surely  be  concentra) 
ing  on  what  some  people  think  is  evel 
now  a  far  more  urgent  task:  the  bus 
ness  of  exploiting  the  rest  of  the  corj 
pany's  vast  holdings  in  oil  and  ga 
coal,  timber,  pipelines  and,  most  in 
portant  of  all,  real  estate.  In  additic 
to  running  its  rail  systems,  SFSP  is  tfc 
largest  real  estate  owner  in  Califa 
nia — indeed  among  the  largest  in 
the  U.S. — and  even  Schmidt  concedt 
it  has  not  yet  realized  its  potential. 

There  is  good  reason  for  Schmidt 
be  focusing  on  his  real  estate  potei 
ml.  Between  1981  and  1985,  whe 
SFSP's  operating  income  decline 
slightly,  its  real  estate  operating  ean 
ings  nonetheless  went  from  SI 39  mi 
lion  to  $342  million.  This  year  almoi 
every  one  of  SFSP's  major  busines 
es — transportation,  oil  and  gas,  coa 
timber — is  in  trouble,  and  real  esta 
itself  is  sluggish.  Nine  months'  ean 
ings  were  down  92%,  in  part  becaui 
of  a  $130  million  writeoff  of  oil  art 
gas  assets.  By  year's  end  Santa  Fe  wi 
be  deep  in  the  red  after  an  S800  mi 
lion  writeoff  on  nonproductive  raj 
road  assets  and  merger  planning  cost 

But  real  estate  is  not  uppermost  c 
Schmidt's  mind  these  days.  For  thr» 
years  he  has  been  obsessed  by  ti 
enormous  potential  inherent  in  mer 
ing  his  railroads.  The  Santa  Fe  ar 
Southern  Pacific  lines  have  been  ope 
ating  as  independent  subsidiarii 
since  the  SFSP  holding  company  wi 
formed  in  late  1983.  Studies  t$ 
Schmidt  that  if  the  Interstate  Cot 
merce  Commission  were  to  alio 
that  merger,  huge  savings  would  fc 
low  in  fairly  short  order — S287  mi 
lion  a  year  from  traffic  diversion  ar 
operating  savings,  and  another  S5S 
million  eliminated  in  capital  outlay 

The  ICC's  blessing  had  seemt 
likely.  After  all,  over  the  past  decat 
the  commission  had  approved  a  seri' 
of  mergers  in  the  West  with  nary 
qualm  (and,  in  the  process,  divertt 
S250  million  in  traffic  from  Schmidt 
lines).  But  in  July  the  commissic 
shifted  course  and  rejected  Schmidt 
merger,  by  a  devastating  4-toT  majc 
ity,  on  the  grounds  that  it  would  cr 
ate  a  near  monopoly  on  some  k« 
routes  (see  map,  p.  172).  Worse  ths 
that,  the  commission  saw  no  way 
solving  that  problem,  not  even  by  ir 
posing  conditions  demanded  by  am 
ious  competitors  like  the  Union  P 
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Canon  announces 
the  arrival  of  a  highly  intelligent 
dual  color  copying  system. 


And  its  offspring. 


Dual  color  copying  and  sophisticated  automatic  technology, 
mon  integrated  them  to  create  the  most  brilliant  copier  system 
ts  class.  The  NP-4000  series. 

With  five  unique  models  to  choose  from,  and  up 
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THE  KNICKERBOCKER 
CHICAGO 


A  proud  history  repeats  itself. 

During  ihe  1920s,  The  Knickerbocker 
Hotel  proudly  began  a  history  of  taste  and 
elegance  on  Chicago's  Gold  CoasL 

Today,  its  lobby,  rooms,  restaurants, 
and  services  continue  in  this  tradition  of 
grace  and  charm.  Come  visit  The 
Knickerbocker... as  we  carry  on  our 
proud  history. 

At  the  Top  of  the  Magnificent  Mile, 
Walton  Place  at  North  Michigan  Avenue, 
(800)  621-8140.  (312)751-8100 

T^flRRrortoTELS' 


When  is  a  monopoly  not  a  monopoly? 


In  October  the  Interstate  Commerce  Commission  officially  rejected  the 
proposed  merger  of  the  Santa  Fe  and  the  Southern  Pacific  railroads  on  the 
grounds  that  it  would  create  rail  monopolies  in  California  and  in  the 
southern  corridor  between  California  and  Texas  and  the  Gulf  Coast.  The 
merged  company  would  handle  nearly  80%  of  the  rail  traffic  originating 
or  terminating  in  California  and  over  90%  of  the  rail  traffic  moving 
between  California  and  such  cities  as  Houston,  Dallas  and  New  Orleans. 
Trouble  is,  trucks  handle  95%  of  all  traffic  within  California  and  42%  of 
the  freight  traffic  in  the  southern  corridor.  Some  monopoly. 


B  Santa  Fe  Rail  Network 

□  Southern  Pacific  Rail  Network 

□  California  and  the  southern  corridor 


cific  and  the  Rio  Grande.  Result:  In- 
stead of  approving  a  merger  of  the 
Santa  Fe  and  the  Southern  Pacific,  the 
ICC  ordered  SFSP  to  work  out  a  plan 
to  divest  one  railroad  or  the  other. 

A  less  determined  man  might  have 
given  up  then  and  there.  But  for 
Schmidt  the  potential  benefits  were 
so  vast  that  he  determined  to  keep 
trying.  The  commission  allowed 
grounds  for  plausible  hope  when  it 
agreed  in  October  to  consider  reopen- 
ing the  case  if  Schmidt  came  up  with 
a  new  proposal  that  would  address 
"public  interest  issues  and  not  merely 
the  private  interests  of  the  negotiat- 
ing partners."  The  political  clout  of 
dissenters  like  Union  Pacific,  an  inev- 
itable worry  in  commission  decision- 
making, may  be  every  bit  as  powerful 
as  SFSP's.  But  if  the  public  interest 
alone  is  really  what  matters,  Schmidt 
thinks  there  may  still  be  a  way  to 
make  that  case. 

Only  about  one-fourth  of  the  S287 
million  Schmidt  expects  from  his 
merger  would  depend  on  diverting 
traffic  from  competing  roads  like 
Union  Pacific  and  Burlington  North- 
ern. Three-fourths,  or  around  S215 
million,  would  be  realized  by  sheer 
operating  efficiencies.  "Theoretically, 
you  could  cut  out  all  the  revenue 
gains,  and  the  savings  might  still  be 
enough    to    justify7    the  merger," 


Schmidt  says.  "The  key  is  not  givim 
away  more  than  the  stockholders  ge 
by  merging." 

But  that,  according  to  some  ana 
lysts,  is  precisely  what  Schmidt  is  L 
danger  of  doing  in  his  determinatio: 
to  bring  off  the  merger.  They  point  t 
a  deal  he  recently  worked  out  wit 
the  Rio  Grande.  To  reduce  the  mei 
ger's  impact  on  that  connecting  rai 
SFSP  agreed  to  withdraw  entire! 
from  its  route  between  San  Franciso 
and  Ogden,  Utah,  leaving  to  the  Ri« 
Grande  whatever  revenues  the  rout 
might  attract.  The  move  could  cos 
SFSP  SI 00  million  in  revenues,  an« 
Schmidt  doesn't  really  dispute  thai 
But,  Schmidt  argues,  so  what?  Thi 
route  wasn't  earning  any  money  tt 
speak  of,  so  how  much  is  lost?  An« 
SFSP  retains  the  option  of  reenterin, 
the  market  if  its  prospects  change. 

Creating  competition  in  the  fa 
more  critical  California-Texas  corn 
dor,  though,  is  another  mattei 
Schmidt  must  figure  out  a  way  to 
satisfy  the  ICC's  concerns  there  with 
out  unduly  helping  the  already  formi 
dable  Union  Pacific.  It's  a  tall  ordei 
He  has  little  intention  of  giving  track 
age  rights  to  the  Union  Pacific  on  wha 
is  one  of  his  most  profitable  routes.  S< 
he  must  somehow  come  up  with  ai 
alternative.  To  do  that,  he  hopes  tc 
play  on  the  vulnerability  of  the  Ric 


Grande  to  Union  Pacific  competition 
and  the  expansionist  ambitions  of 
Kansas  City  Southern  and  Burlington 
I  Northern,  which  have  never  had  di- 
jrect  access  to  the  California  market. 

Should  Schmidt  fail  to  come  up 
j  with  a  proposal  that  meets  the  public 
;j  interest  criterion  of  the  ICC  by  early 
(December,  the  divestiture  order  will 
;  i  stand.  That  would  hurt  all  the  parties 
I  involved — shippers,  the  holding  com- 
pany and  Southern  Pacific,  most  of 
•all.  Even  before  it  became  an  SFSP 
subsidiary,  the  Southern  Pacific  was 
absorbing  more  capital  than  it  gener- 
.  ated.  The  money  to  keep  going  in  the 
past  three  years  has  come  from  a  $150 
million  advance  from  the  holding 
i  company,  $110  million  in  real  estate 
rentals  and  $250  million  in  real  estate 
capital  gains.  Merger  was  the  key  to 
saving  $521  million  in  capital  outlays 
ifor  the  combined  roads,  and  that 
i  would  decisively  reverse  the  direction 
of  the  railroads'  cash  flow. 

Nor  is  loss  of  the  merger  savings  the 
iworst  of  it.  A  fair  proportion  of  SFSP's 
Ireal  estate  holdings  are  embedded  in 
(ftthe  Southern  Pacific  railroad.  South- 
lern  Pacific,  after  all,  accounted  for 
iperhaps  a  third  of  the  $341  million 
ithat  real  estate  contributed  to  SFSP's 
||$787  million  operating  profit  last 
.[year,  and  as  much  as  one-fifth  of 
SFSP's  $683  million  pretax  net. 
And  what  if  the  ICC  should  none- 
theless turn  down  Schmidt's  merger? 
:]He  spells  out  these  options:  "You 
could  sell  one  or  the  other  railroad  in 
rkn  initial  public  offering,  as  Conrail's 
doing.  You  could  get  rid  of  them  by 
Exchanging  their  stock  for  stock  in 
SFSP  itself.  You  could  dividend  them 
iback  to  the  stockholders.  You  could 
entertain  a  leveraged  buyout  by  man- 
agement and  other  investors.  You 
:  bould  sell  off  parts,  and  that,  as  proved 
by  the  Illinois  Central  Gulf,  can  be  very 
I'ewarding."  But  any  of  these,  Schmidt 
•x>ints  out,  takes  time — 6  to  8  months  if 
khe  commission  should  agree  to  recon- 
sider its  merger  decision,  as  opposed  to 
i:he  31  months  it  took  to  reach  a  deci- 
sion in  the  first  place. 
'  Wall  Street  analysts  and  takeover 
irtists  alike  would  like  nothing  better 
han  to  see  the  merger  fall  through, 
md  for  SFSP  to  get  rid  of  not  only  the 
Southern  Pacific  but  the  Santa  Fe  as 
veil.  With  railroads  like  the  Milwau- 
kee and  Missouri-Kansas-Texas  com- 
inanding  sky-high   prices   even  in 
>ankruptcy,  SFSP  could  conceivably 
weld  over  $2  billion,  or  $12  per  share, 
I )n  the  railroad  assets  alone,  according 
o  one  estimate.  Add  on  the  compa- 
ly's  real  estate,  oil  and  gas,  coal,  pipe- 
ine  and  timber  holdings,  and  First 
Boston's  Graeme  Lidgerwood  comes 
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"Management's  job  is  to  see  the  company  not  as  it  is. . . 

but  aS  it  Can  beCOme-"  —  John  W.  Teets,  Chairmar 


Only  in  this  way  can  we  renew  acquiring  of  new  companies  that  m 


rfk     our  company,  making  certain  that  the  our  15%  ROE  goal . . .  and  the  restru 

||n    Greyhound  of  tomorrow  is  not  just  differ-  turing  of  our  mature  businesses  J 

ent,  but  Defter  than  the  Greyhound  a  winning  formula  for  revitalization. 

of  today. 


To  learn  more  about  where  the 
(  eyhound  dog  is  running  these  days, 
Hte  us  for  an  annual  report.  The  new 
(  eyhound  . . .  it's  getting  sleeker, 
J  arper,  more  defined  in  muscle  and 
:  ew.  And  has  been  tempered  by  fire. 


The  Greyhound  Corporation 

Greyhound  Tower,  Phoenix,  Arizona  85077 

A  $3-billion,  multi-industry  company  offering: 

•  Consumer  Products 

•  Financial  Services 

•  Services 

•  Transportation  &  Manufacturing 


Lou&  Benczc 


SFSP  product  pipelines 

Third  largest,  and  growing. 


up  with  at  least  $45  a  share.  As 
against  a  book  value  of  $34  and  a 
current  market  price  of  perhaps  33, 
Bear,  Steams'  Gary  Schneider  thinks 
SFSP's  assets  "more  realistically"  add 
up  to  $60 — conceivably  $90 — a  share. 

Schmidt  long  ago  committed  him- 
self to  making  the  most  of  SFSP's  as- 
sets, but  he  thinks  these  values  are 
exaggerated.  In  any  case,  he  says  he  is 
not  about  to  liquidate  Santa  Fe's  core 
businesses  simply  to  get  Wall  Street 
off  his  back.  "The  best,,  first  and  fore- 
most thing  we  could  do,"  he  insists, 
"is  get  the  railroads  merged  on  a  rea- 
sonable basis." 

Even  so,  keenly  aware  of  com- 
plaints that  he  has  been  moving  too 
slowly,  Schmidt  is  stepping  up  the 
pace.  Early  last  year  he  moved  a  por- 
tion of  SFSP's  oil  and  gas  reserves  into 
a  master  limited  parnership  and  sold 
22%  of  it  to  the  public,  thus  realizing 
SI 06  million  on  oil  and  gas  reserves 
whose  values  were  never  reflected  in 
Santa  Fe  stock.  This  year  he  has 
worked  out  a  deal  to  sell  SFSP'S  Kirby 
forest  products  subsidiary  to  Louisi- 
ana-Pacific for  S3 15  million,  reducing 
the  company's  forest  products  hold- 
ings to  520,000  acres  of  northern  Cali- 
fornia timberland,  currently  in  a  de- 
pression as  deep  as  energy's. 

The  proceeds  of  these  sales  are  go- 
ing mto  Schmidt's  program  to  shrink 
Santa  Fe's  equity  by  50  million  shares, 
and  so  ratchet  up  its  per-share  earn- 
ings. So  far  he  has  acquired  29  million 
shares,  or  15%,  for  $850  million. 

That's  just  the  beginning.  Under 
the  terms  of  the  Federal  Reclamation 
Act,  Schmidt  is  obliged  to  sell  half  the 
company's  farmlands  in  the  San  Joa- 
quin Valley  at  the  dry  land  cost  jonce 
estimated  at  $1,200  an  acre)  by  1994. 
P.ather  than  give  outsiders  this  wind- 
c  is  trying  to  find  a  way  to  sell 
all  160,000  acres  to  SFSP  sharehold- 

>     i  hey  would  acquire  an  asset  at 


dry  land  values  that  is  worth  consider- 
ably more  in  wet  land  values — maybe 
more  than  twice  what  we'll  sell  it  to 
them  for." 

Schmidt  is  also  considering  creat- 
ing master  limited  partnerships  for 
some  of  SFSP's  real  estate  holdings,  a 
prospect  that  the  new  tax  law  makes 
especially  appealing.  The  potential  is 
little  short  of  breathtaking,  even  as- 
suming the  divestiture  of  Southern 
Pacific's  railway  holdings.  The  real 
estate  assets,  carried  on  the  books  at  a 
mere  S614  million  and  virtually  debt 
free,  have  been  conservatively  man- 
aged. Schmidt  has  had  no  truck  with 
the  tax-driven  strategies  that  hotshot 
developers  pursue.  "We  get  25%  or 
more  from  rentals,  and  that  revenue  is 
going  up,"  he  says.  "We're  on  a  pro- 
gram to  develop  each  piece  of  real 
estate  for  its  best  and  highest  value." 

Over  the  next  few  years  some  major 
projects  should  finally  get  under 
way— Mission  Bay  and  East  Bay  in 
San  Francisco,  Chula  Vista  and  a  wa- 
terfront office/hotel  development  in 
San  Diego  and  the  Pacific  Design  Cen- 
ter in  Los  Angeles.  But  the  rate  of 
development  could  be  stepped  up.  In  a 
1984  study,  Printon,  Kane  Research 
President  Isabel  Benham  figured  that 


By  Howard  Rudnitsky 

What  is  Carl  Lindner  up  to 
with  Penn  Central  Corp. 
now-  He  has  been  accumulat- 
ing its  stock  for  years.  He  now  owns 
what  amounts  to  10.7  million  shares 
of  Penn  Central's  stock,  which  is  27% 
of  the  reorganized  company's  equity. 
The  probable  cost  to  Lindner's  Ameri- 
can Financial  Corp.  is  somewhat  over 
S400  million.  Penn  Central's  market 
value  today  is  about  S625  million. 


Luurs  Benczc 


SFSP  California  timber 
The  next  to  go? 


its  commercial  real  estate  in  metropol- 
itan areas  alone  could  increase  in  value 
five  times  or  more  in  a  relatively  short 
period  through  active  development. 
Wall  Street  seems  to  be  assuming  that 
something  is  about  to  give.  Since  late 
October  SFSP  common  has  moved 
from  30  to  a  recent  33 'A. 

Schmidt  emphasizes  that  there  will 
be  no  fire  sale.  But  clearly  the  pres- 
sures on  him  to  realize  the  company's) 
values  are  building.  ■ 


Penn  Central  began  its  new  life 
with  some  impressive  assets,  includ- 
ing a  gas  pipeline  company,  coal 
leases,  valuable  real  estate  and  air. 
rights  over  such  parcels  as  New  York 
City's  Grand  Central  Terminal.  Ill 
January  1981  the  company  received  a 
check  for  $2.1  billion  from  the  U.S. 
government — compensation  for  Perm 
Central's  rail  properties.  And  there 
was  nearly  $1  billion  in  tax-loss  carry- 
forwards, which  was  later  increased 
to  S2  billion. 


Carl  Lindner's  Ameiican  Financial  has  al- 
ready made  nearly  $200  million  on  its 
Penn  Central  Corp.  investment.  Are  there 
more  millions  to  be  made? 


Gearing  down 


Don't  commit  to  any 
employee  benefit  plans 
until  you  talk  to 
Merrill  Lynch. 

That's  right.  Merrill  Lynch. 

We  now  offer  a  wide  range  of  Employee  Financial  Services  to  help  you 
help  your  employees  meet  their  changing  financial  goals. 

From  401(k)  and  Savings  Plans  to  Profit  Sharing  and  Company  Stock 
Purchase  Plans,  we  have  the  resources  in  place  to  structure  or  enhance  a 
financial  benefits  package  that  works  for  your  organization— starting  today. 

In  addition,  only  Merrill  Lynch  is  now  prepared  to  offer  sponsors  of 
qualified  benefit  plans  the  opportunity  to  invest  in  an  innovative  Unit  Invest- 
ment Trust  of  Guaranteed  Investment  Contracts. 

Whether  you  seek  a  traditional  defined  contribution  plan,  or  a  self- 
directed  option  that  enables  your  employees  to  purchase  mutual  funds  on  a 
no-load  basis  and  transfer  from  one  fund  to  another,  we  will  work  with  you  to 
help  you  realize  your  goals. 

With  our  Employee  Financial  Services,  you  can  increase  your  invest- 
ment alternatives  without  increasing  your  administrative  burdens. 

So,  before  you  commit  to  any  financial  benefits  package  for  your 
employees,  talk  to  us.  Call 

Ted  Hamilton,  Vice  President, 
Employee  Financial  Services 
(212)  415-7582 

Or,  if  you  prefer,  complete  and  return  the  coupon  below. 

Also,  for  more  information  on  the  GIC  UIT,  send  for  a  free  prospectus 
which  includes  all  charges  and  expenses.  Please  read  the  prospectus  care- 
fully before  you  invest  or  send  money. 


■  Return  to: 

I  Mr.  Ted  Hamilton,  Vice  President, 

■  Employee  Financial  Services, 

I  Merrill  Lynch,  Pierce,  Fenner  &  Smith  Inc. 

I  717  Fifth  Avenue,  New  York,  NY  10022 

I  Or  call  (212)  415-7582 

|  □  Tell  me  more  about  the  new 

■  Employee  Financial  Services  from 
I  Merrill  Lynch. 

I  □  For  more  complete  information  on 
the  GIC  UIT  including  all  charges  and 
|  expenses,  send  for  a  free  prospectus. 

I Read  it  carefully  before  you  invest  or 
send  money. 

I  


Name. 
Title- 


Company. 

Address  

City  

State  


.Zip. 


Business  Phone_ 


Please  indicate  number  of  employees: 

□  1 ,000  -  2,000       □  5,000  -  1 0,000 

□  2,000-5,000        □  10,000  + 


"_l 


0  1986  Merrill  Lynch.  Pierce.  Fenner  &  Smith  Inc.  Member  S1PC 


Merrill  Lynch 


Pick  SwjinCincinruti  Enquirer 


The  original  idea,  of  course, 
was  to  use  the  company's  cash 
to  buy  businesses  that  had  prof- 
its which  would  be  sheltered  by 
the  tax- loss  carryforwards.  Perm 
■.;  did  make  several  acqui- 
sitions. Among  them  were  Mar- 
athon Manufacturing  (which 
makes  oil  rigs),  G.K.  Technol- 
ogies (in  electronics),  Buckeye 
Gas  Products  (propane  gas)  and 
Sprague  Electric  (capacitors). 
The  company  tried  to  pay  al- 
most SI  billion  for  Colt  Indus- 
tries, but,  fortunately,  a  share- 
holders' revolt  forced  manage- 
ment to  call  off  the  deal. 

Disappointingly,  Penn  Cen- 
tral's acquisitions  never  made 
enough  taxable  income  to  put 
much  of  a  dent  in  the  tax-loss 
carryforwards.  Thus  did  Penn 
Central  enter  1986  with  tax 
losses  of  $1.9  billion. 

With  Lindner  now  in  control, 
the  company  is  shifting  strate- 
gy. Penn  Central  has  announced 
that  it  intends  to  write  down 
some  assets  in  the  fourth  quar- 
ter and  to  sell  most  of  its  operat- 
ing assets.  Buckeye  Gas  Prod- 
ucts is  to  be  sold,  and  Buckeye 
Pipeline  will  be  spun  off  in  a 
master  limited  partnership. 
Likely  to  follow  next  year  are 
Sprague  Electric  and  Marathon 
Manufacturing. 

The  two  Buckeye  energy 
companies  are  expected  to  gen- 
erate gains  over  book  value  that 
could  total  about  S450  million. 
That  gain  would  reduce  the  tax- 
loss  carryforward  to  SI. 4  billion 
by  year-end.  After  these  and  the 
disposal  of  other  expected  as- 
sets, Penn  Central  could  have   

well  in  excess  of  S2  billion  in  cash,  or 
over  $60  a  share,  by  the  middle  of  next 
year.  Penn  Central's  stock  was  recent- 
ly trading  at  58. 

Thus  in  just  under  nine  years  Penn 
Central  will  have  come  full  circle.  It 
will  once  again  have  minimal  opera- 
tions and  little  debt,  over  $2  billion  in 
cash  and  more  than  $1  billion  in  tax- 
loss  carryforwards. 

Last  year  the  company  forced  con- 
version of  all  the  convertible  preferred 
shares,  resulting  in  the  savings  of  mil- 
lions of  dollars  in  annual  dividends. 
The  company  also  has  unleveraged 
the  balance  sheet.  By  the  end  of  1986 
long-term  debt  will  be  reduced  to  only 
$125  million. 

■    What's  Lindner's  object  in  all  this 

shuffling  of  assets?  He  declines  to 
:omment.  A  Penn  Central  spokesper- 
:  says  only  that  selling  most  of  the 
any  "isn't  a  liquidation"  and 


Amet 
Will 


ican  Financial  Corp  s.  Carl  Lindner 
he  bring  Penn  Central  to  the  altar? 


that  the  company  is  simply  attempt- 
ing to  "realize  the  underlying  value" 
of  its  assets. 

Actual  liquidation,  of  course,  is 
not  what's  on  Carl  Lindner's  mind. 
Liquidation  would  extinguish  the 
tax-loss  carryforwards.  Nor  does  the 
tax  code  allow  that  a  company  with 
profits  to  shelter  can  purchase  a 
company — such  as  Penn  Central — 
for  its  tax-loss  carryforwards.  But  a 
"reverse  merger,"  where  one  compa- 
ny with  substantial  carryforwards 
buys  a  profitable  business,  is  per- 
fectly acceptable. 

Is  Lindner  readying  Penn  Central 
for  the  altar?  Gilford  Securities'  ana- 
lyst Benjamin  Kopin,  a  longtime 
Penn  Central  watcher,  thinks  so. 
Says  Kopin:  "While  there  are  several 
options  available  to  management,  I 
think  the  most  appealing  scenario 
would  involve  the  merging  of  Penn 


Central  into  a  company  with 
big  tax  liability — a  defen 
company,  say — that's  receivij 
advance  payments  from  t 
military.  To  such  an  outfit, 
company  like  Penn  Centri 
with  $2.6  billion  in  cash  and 
$1  billion  net  operating  loi 
would  be  pretty  attractive." 

Kopin  figures  that  by  ne 
July  Penn  Central's  cash  ai 
liquid  assets  will  total  $2.6  bi 
lion,  or  $67  a  share — "And 
haven't  assigned  any  value 
the  $1  billion  net  operati 
loss."  That,  says  Kopin,  wou 
add  another  20%  or  so  (say,  S 
a  share)  to  the  value  of  Per 
Central  stock. 

Might  Lindner  attempt 
take  the  company  pnvat 
True,  in  the  first  half  of  this  ye 
Penn  Central  switched  its  cc 
porate  domicile  from  Penns> 
vania  to  Delaware,  where  shaE 
holders  have  no  right  to  an  ind 
pendent  appraisal  should  tl 
company  go  private  or  sell  oi 
But  don't  forget  that  many 
the  companies  under  Lindnei 
control  have  very  little  taxab 
income,  which  makes  Per 
Central  unattractive. 

Alternatively,  Lindner  mig] 
simply  sell  his  controlling  bloo 
to  another  investor  at  a  prerr 
um  price  and  be  done  with 
But  that  would  upset  instit 
tional  investors,  who  own  ov 
half  of  Penn  Central's  commc 
stock.  It  would  also  upset  seve 
al  key  Penn  Central  executiv< 
who  have  acquired  large  holl 
ings  of  the  stock.  Lindner,  hox 
ever,  hasn't  always  been  know 

  to  be  all  that  sensitive  to  shar 

holders'  feelings. 

When  Penn  Central  bought  Hou 
ton-based  Marathon  Manufacture 
in  late  1979,  Marathon  founde 
Howard  Terry  and  Walter  Mischi 
(chairman  of  Texas'  Allied  Ban 
shares)  received  stock  that  w; 
worth  around  $24  million  for  tl 
company. 

In  November  of  this  year  Ten 
and  Mischer  sold  their  Penn  Centr; 
stock  on  the  open  market  for  $1C 
million.  "We  figured  that  it  wj 
prudent  to  sell  our  holdings  in  198< 
when  low  capital  gains  rates  wei 
still  in  effect,"  Terry  tells  Forbes. 

Translation:  There  isn't  muc 
downside,  and  you  might  make  a  li 
tie  money  in  Penn  Central  in  tb 
months  ahead.  But  the  kind  of  ride 
that  early  investors  like  Lindner,  Te: 
ry  and  Mischer  enjoyed  are  clearly  i 
the  company's  past.  ■ 


If  ever  a  case  can  be  made  to 
substantiate  the  claim  "time 
is  money,"  this  is  it. 
Two  seconds. 

Working  together  with  our 
people,  Nationwide®  Insurance 
discovered  how  AT&T 
DATAPHONE®  Digital  Service 
enables  the  company  to  trans- 
mit and  receive  data  more 
quickly.  Reducing  its  system 
response  time  from  an 
average  of  5V6  seconds 
to  3 V2  seconds.  Which  1 
allows  the  insurer  to 
process  inquiries  and 
transactions  an  average 
of  two  seconds  faster. 

By  Nationwide's  cal 
culations,  each  second 
gained  in  overall 
response  time 
represents  the 
equivalent  of 
$600,000 
in  annual 


employee 
productivity. 

Just  how  do 
seconds  translate  into 
dollars?  Consider  the 
thousands  of  trans- 
actions and 
customer  calls  that 
Nationwide  handles 
every  day.  Regarding 
insurance  claim 
adjustments.  The 
processing  of  claims. 
Rates.  Coverages. 
New  sales. 


Mi 


n. 


/S 


t%2 


r 


ec. 


)  TAPHONE  Digital 
!•  'vice,  part  of  the  AT&T 
^CUNET^  Family  of  Digital 
Mrvices.  A  range  of  high- 
•irformance  services  utilizing 
l|te-of-the-art  digital 
ihnology. 

So  Nationwide  has  the 
urination  in  its  customers' 
ads.  Fast. 

AndduetoDATAPHONE 
lital  Service's  99%  estab- 
lied  reliability  level  and  error- 
:e  transmission  rate,  an 
•Interrupted  flow  of  data  is 
siured.  Knowing  that  what 
b  sent  is  what  was  received, 
:  ardless  of  distance.  While 
i  )wntime  or  the  need  for 
"etransmission  is  virtually 
eliminated.  This  is  signifi- 
cant in  a  business  where 
downtime  can  mean  a 
iroductivity  loss  of  $16.00 
minute,  per  person. 
|  together,  all  these  factors 
have  helped  Nationwide 
ximize  its  productivity.  So  its 
)ple  can  not  only  respond  to 
tomer  inquiries  faster,  they 
.  respond  to  more  inquiries. 

At  the  same  time,  we've 
b  able  to  help  Nationwide 
:et  another  key  corporate 
sctive:  expanding  its  cus- 
ler  base. 

Since  DATAPHONE 
[ital  Service  enables  AT&T 


customers  to  transmit 
information  to  most 
major  metropolitan 
areas  in  the  US., 
Nationwide  has  been 
able  to  expand  its  own 
geographic  reach. 

In  addition  to  helping 
.  Nationwide  design  its 
network,  we  continue  to 
help  monitor  and  modify  it,  to 
best  fit  Nationwide's  com- 
munications needs.  A  service 
we'll  keep  on  performing  as 
Nationwide's  needs  continue 
to  evolve. 

To  quote  Virgil  L.  Pittman, 
Nationwide's  Vice  President  of 
Systems  and  Data  Processing: 
"AT&T's  DATAPHONE  Digital 
Service  has  been  a  big  plus  for 
us.  It's  helped  us  enhance  our 
customer  service  in  many  ways." 

DATAPHONE  Digital 
Service.  Available  in  the 
United  States,  as  well  as  to 
Canada  and  the  United  King- 
dom. Just  one  of  a  full  range  of 
AT&T  ACCUNET  Digital  Ser- 
vices that  can  be  tailored  to  meet 
your  business  needs.  No  matter 
what  size  business  you're  in.  Or 
where  your  business  is  located. 

And  one  more  reason  why 
the  right  choice  for  your  busi- 
ness is  AT&T. 

Our  service  has  provided 
added  insurance  to  help 


Nationwide 
give  its  cus- 
tomers premium 
service.  We  can  do 
the  same  for  you. 

Talk  with  your  account 
executive  at  AT&T.  Or  one 
of  our  sales  representatives 
at  1800  222-0400. 


AT&T 

The  right  choice. 


iwide  is  a  federal  service  mark  of  Nationwide  Mutual  Insurance  Company    ©  1986  AT&T 


Has  the  environmental  movement  lost  its 
clout  in  the  Age  of  Reagan?  Not  in  the 
Columbia  River  Gorge. 

The  curse  of 
a  splendid  view 


By  James  Ring  Adams 


T|he  Columbia  River  is  wide 
and  especially  beautiful  near 
Stevenson,  Wash.  Whitecaps 
whipped  by  a  constant  wind,  it  surges 
past  the  cloud-blanketed  bluffs  lead- 
ing up  to  Mount  Hood's  snowy  volca- 
nic cone.  When  the  sun  breaks 
through  the  swirling  mist,  it's  a  sight 
no  postcard  will  ever  do  right  by. 

But  in  downtown  Stevenson, 
stretching  eight  weather-beaten 
blocks  along  the  river  and  State  High- 
way 14,  things  aren't  looking  so  good. 
Walt's  Texaco  and  Al's  Doughnuts 
are  closed.  The  Sears  outlet  had  to 
move  to  a  smaller  building.  The  Arco 
station  is  for  sale,  but  at  last  report 
there  were  no  takers.  At  Ann's  Food 
Fair,  the  town's  only  supermarket, 
owner  Ann  fermann  says  people  come 
in  daily  to  pick  up  boxes  to  pack  up 
their  belongings.  Says  Dodie  Currier, 
proprietress  of  the  Illahee  Motel,  "It 


kind  of  looks  like  the  shades  are  com- 
ing down  on  our  town." 

The  1,000  residents  of  Stevenson 
are  victims  not  only  of  a  sluggish 
economy  but  of  their  beautiful  scen- 
ery. Aside  from  the  clerks  in  the  Ska- 
mania County  courthouse,  the  town's 
biggest  building,  almost  everyone  de- 
pends in  some  way  on  the  timber  in- 
dustry. The  surrounding  region  holds 
the  world's  main  stand  of  old-growth 
Douglas  fir,  the  country's  highest- 
quality  export  lumber.  But  the 
amount  available  for  local  logging  is 
steadily  being  reduced  by  environ- 
mentalist crusades  for  one  cause  and 
another — a  national  monument  for 
nearby  Mount  Saint  Helens,  say,  and 
proposed  habitats  throughout  the 
Northwest  for  the  spotted  owl.  Be- 
cause of  dwindling  supply,  bidding  for 
timber  from  the  Gifford  Pinchot  and 
Mount  Hood  National  Forests  this 
year  has  been  running  at  250%  of  the 
Forest   Service's   minimum  asking 


Loggers  hauling  felled  trees  near  the  Columbia  River  (above), 
am  i  Esson  Smith,  retired  tugboat  captain 

lake  the  land  out  of  production,  the  people  disappear. 


price.  The  rising  cost  of  raw  materij 
has  driven  at  least  1  of  the  county's  1 
sawmills  out  of  business. 

But  the  final  blow  may  well  hav) 
come  just  weeks  ago  in  a  bill  thg 
slipped  through  in  the  closing  days  q 
the  99th  Congress.  Weekend  hikei| 
from  Portland,  50  miles  west,  thei 
influential  U.S.  senators  and  the  nj 
tional  environmental  lobby  won 
six-year  fight  for  a  law  making  th" 
"Gorge,"  the  80-mile  stretch  when 
the  Columbia  River  breaks  througj 
the  Cascade  Mountains,  into  a  Ni 
tional  Scenic  Area  to  be  managed,  u 
timately,  by  the  Secretary  of  Agricui 
ture  in  Washington.  As  of  this  writ 
ing,  a  presidential  veto  and 
constitutional  court  challenge  ai 
still  possible,  but  the  very  fight  for  th 
bill  has  already  shattered  busines 
morale  in  the  area. 

To  put  it  mildly,  the  Gorge  bii 
doesn't  sit  well  with  most  of  th 
41,000  people  who  live  on  its  Orega 
and  Washington  banks.  It's  not  ths 
they  feel  uniquely  picked  on.  The  fee 
eral  government  owns  one-third 
the  nation's  land,  and  even  Reagani 
moratorium  on  purchases  hasni 
shaken  the  habit.  A  President^ 
Commission  on  Americans  Outdoo: 
now  wants  federal  agencies  to  amas 
recreation  lands,  spending  a  billic 
dollars  a  year  out  of  a  proposed  $1 
billion  trust  fund. 

But  nothing  before  matches  a  pre 
ect  like  the  Gorge,  where  Washingtc 
would  ride  herd  on  a  six-county  are 
spanning  two  states  and  where  tB 
environmentalists  frankly  want  to  r 
shape  the  region's  economy. 

The  Gorge  bill  freezes  land  use 
its  present  level  in  especially  seen 
areas,  so-called  Special  Managemei 


Areas,  totaling  108,000  acres.  Farm- 
land within  the  area  could  be  refor- 
ested, for  instance,  but  not  sold  for  a 
building  lot.  Outside  of  a  handful  of 
towns,  the  Secretary  of  Agriculture 
could  veto  anything  "adversely  affect- 
ing the  scenic,  cultural,  recreation 
and  natural  resources"  of  the  Gorge. 
Says  32-year-old  Bowen  Blair,  the 
Yale-educated  executive  director  of 
the  Seattle-  and  Portland-based 
Friends  of  the  Columbia  Gorge, 
"We'll  support  that  type  of  develop- 
ment we  feel  is  appropriate."  Pointing 
to  the  popularity  of  wind-surfing  in 
the  river's  30mph  winds,  Blair  claims 
the  bill  will  spark  a  tourist  boom. 

On  a  recent  cold  November  morn- 
ing, with  not  a  Windsurfer  in  sight, 
Joe  Wrabek,  age  37,  a  sandy-bearded 
leader  of  the  local  opposition,  argues 
that  the  first  good  winter  sleet  storm 
will  kill  off  tourism  for  the  next  six 
months  and  the  regulations  will 
strangle  the  towns.  "This  is  a  19th- 
century,  land-based  economy,"  he 


says.  "As  you  take  the  land  out  of 
production,  the  paid  jobs  disappear 
and  the  people  disappear."  Marvin 
Jemtegaard,  a  former  professional 
hunter  who  has  spent  60  years  in  the 
Gorge  tracking  predatory  bear  and 
cougar,  puts  it  more  simply.  "They 
want  to  take  lumberjacks,"  he  says, 
"and  turn  them  into  bellhops." 

The  lumbering  jobs  are  already  go- 
ing. In  July,  even  as  the  Gorge  bill 
moved  through  Congress,  the  profit- 
able but  antiquated  Broughton  Lum- 
ber Co.  announced  it  would  close. 
The  decision  will  shut  down  260  jobs 
and  a  9-mile  wooden  flume,  the  last  of 
its  kind  in  the  country,  that  floated 
timber  down  from  the  Gifford  Pin- 
chot  National  Forest. 

William  Birkenfeld,  the  bull- 
necked,  red-faced  president  of  his 
family's  Wind  River  Logging  Co.,  says 
he  tried  to  raise  funds  for  a  sawmill 
but  was  turned  down  by  three  banks 
because  of  the  Gorge  legislation. 

But  the  even  greater  loss  will  be  the 


The  Columbia  River  Gorge  from 

Beacon  Rock  ( left), 

and  ( above )  Nancy  Russell, 

Friends  of  the  Gorge  cochair 

Will  lumberjacks  become  bellhops 


people,  some  of  whom  come  from  si 
generations  of  pioneer  stock  and  Ir 
like  pioneers  themselves.  There's  E 
son  Smith,  76,  who  spent  60  yea 
running  tugs  on  the  Columbia  ai 
remembers  shooting  the  rapids  whe 
Bonneville  Dam  now  stands.  Marv 
Jemtegaard,  also  76,  estimates  he  hi 
planted  hundreds  of  thousands 
trees  on  the  once  desolate  ridge  ne 
his  hand-built  cabin. 

What  really  grates  on  these  old-tii 
ers  is  the  notion  that  after  a  lifetin 
of  preserving  and  restoring  the  lan 
they  have  to  be  told  by  Portland  sot 
ety  women  and  federal  bureaucra 
how  to  do  things.  A  former  fire  wa 
den,  Jemtegaard's  earliest  memory 
of  a  ridge  of  trees  exploding  into  flan 
during  one  of  the  wind-driven  hoi 
causts  that  burned  several  hundr< 
thousand  acres  in  the  first  third  of  tb 
century.  He  snorts  at  a  Forest  Servi 
rule  requiring  loggers  to  lea1 
"snags,"  dead  Douglas  firs,  standi! 
in  their  clear-cuts  as  a  refuge  for  tl 
pileated  woodpecker.  They  burn  lil 
Roman  candles,  he  says,  spreadii 
sparks  and  fire  for  miles. 

But  Jemtegaard  is  like  an  alien  ere 
ture  to  Friends  of  the  Gorge  Cochi 
Nancy  Russell,  an  elegantly  tailor 
Portland  lady  with  undoubtedly  goi 
intentions,  who  complains  about  tl 
"eyesores"  the  Gorge  people  live  i 
And  it's  her  outlook  that  probab 
will  run  the  Gorge  economy  fro 
now  on.  Even  with  the  federal  bi 
says  Bowen  Blair,  "our  job  is  on 
about  one-third  done."  ■ 


ifodak  introduces 
It  feature  never  before 
available  on  a  high-speed 
k/alk-up  copier. 

Simplicity 


The  new  Kodak  Ektaprint  235  copier-duplicator.  It  turns 
out  copies  at  the  rate  of  85  a  minute,  5100  an  hour.  And  it 
saves  you  more  time  by  doing  complicated  jobs  like  chapter- 
ization,  slip-sheeting,  cover  insertion  and  even  two-sided 
copies  from  one-  and  two-sided  originals,  automatically. 
But  that's  only  part  of  the  story. 

You'll  also  find  the  235  easy  to  use.  The  new,  user- 
friendly  control  panel  can  reduce  setup  time  dramatically. 
It's  all  part  of  the  Kodak  advantage:  leading  technology, 
proven  reliability  and  the  best  service  in  the  business. 
Reaffirmed  by  independent  surveys,  year  after  year.  For 
details,  send  the  coupon,  or  call  1 800  44KODAK 
(1800  445-6325),  Ext  611. 


Leading  technology: 
the  Kodak  advantage 


Eastman  Kodak  Company,  CP634S 
Rochester,  NY  14650 

□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  


Name. 
Title- 


Company- 
Address  _ 
City  


State. 


ZIP_ 


Telephone!  L 


Auxco  was  one  of  those  high-tech  highfliers 
that  sold  at  100  times  earnings  and  col- 
)sed.  Now,  with  Xerox  and  strong  local 
phone  companies  as  clients,  the  firm  is . . . 

Settling  down 
to  make  money 


By  Janet  Novack 


As  a  rule  the  cellular  telephone 
industry  is  capital  hungry, 
k  profit  starved  and  increasingly 
dominated  by  the  Bell  operating  com- 
panies. But  on  the  fringes  is  an  excep- 
tion: Auxton  Computer  Enterprises, 
Inc.,  a  Maitland,  Fla.  outfit  with  no 
debt  and  a  gift  for  making  money  from 
cellular  clients  even  when  the  clients 


aren't  making  money. 

Since  1979,  through  foresight,  hus- 
tle and  luck,  Auxco,  as  it  is  called,  has 
transformed  itself  from  just  another 
consulting  firm  into,  first,  a  Wall 
Street  whizbang  and,  now,  a  solid 
telecommunications  software/data 
processing/consulting  company  with 
50  clients,  a  five-year  earnings  growth 
rate  of  38%  and  a  return  on  equity 
above  25% .  Along  the  way,  its  manag- 


Auxco  President  Cheryl  Galloway  and  Senior  Vice  President  Richard  Licnrsi 
i'-om  humdrum  to  Wall  Street  whizbang  to  steady  earner. 


ers  have  made  their  share  of  mistak 
But  they  are  learning  from  them  a 
have  excelled,  meanwhile,  in  so( 
lucrative  niches. 

Consider:  For  the  first  nine  monj 
this  year  Auxco  netted  $2.07  millnj 
or  39  cents  a  share,  a  39%  advaj 
over  the  same  period  last  year  on 
1 1  %  increase  in  revenues,  to  $2. 
million.  The  earnings  gain  ca} 
largely  from  Auxco's  three-year-< 
$9  million  business  of  processing  te 
phone  bills,  mostly  for  cellular  d 
tomers.  Its  stake  in  the  fast-grow: 
cellular  industry — 600,000  custom 
by  year-end  1986,  plausible  hopes! 
1.5  million  by  the  end  of  1990— ai 
includes  software  and  a  one-fourth 
terest  in  a  new  clearinghouse  form 
to  prevent  fraud  and  settle  accounts 
mobile  phone  users  "roam"  from  c 
to  city.  (Other  partners:  Cincinn 
Bell  and  McDonnell  Douglas.) 

Meanwhile,  Auxco  has  latched 
to  another  high-growth  special 
electronic  publishing.  Xerox  Coi 
impressed  by  Auxco's  work,  recruii 
it  to  help  design  software  that  woi 
let  Xerox  laser  printers  "talk  bett» 
to  IBM  mainframes.  Auxco's  Xei 
revenues  will  run  about  $5  million 
1987,  up  from  $3.5  million  this  ye 
Not  bad,  and  there's  mc 
Auxco  has  gained,  on  X 
ox'  nickel,  expertise  t| 
it  can  peddle  to  Xel 
customers. 

"We're  in  on  the  grou 
floor  again  as  we  w| 
with  cellular,"  AuJ 
Chairman  John  Crox! 
says.  Tony  Deakins,  a  I 
rox  manager  work 
with  Auxco,  figures  el 
tronic  publishing  could 
worth  $15  million  to  3 
million  annually 
Auxco  (half  of  that  Xei 
billings)  by  1988,  if  Au? 
doesn't  blow  it.  Deak 
praises  Auxco's  techni 
prowess  but  says  that 
needs  to  build  up  its  m. 
agement  and  market: 
teams. 

That  concern  abc 
management  depth  is  i 
surprising.  The  exei 
tives  running  Auxco  ar 
homegrown  and,  as 
year-old  Senior  Vice  Pre 
dent  Richard  Licursi  p1 
it,  "fast  and  loose"  bun 
The  company's  preside 
Cheryl  Galloway, 
earned  her  wings  as  a  h 
shot  in  sales. 

Ever  the  optimist, 
cursi  predicts  that  Ai 


Software 
for  people  who  dont  have 

computers. 


IBM  Assistant  Series. 

/ou're  a  person  who's  never  touched 
ionaJ  computer,  remember  that 
recently,  no  one  else  ever  had  either, 
mputing,  it  seems,  is  contagious, 
maybe  you  should  be  thinking 
t  it.  When  its  your  turn  at  the  key- 
I,  there  are  things  you'll  want  to 
know  about. 

One  of  them  is  the  IBM 
Assistant  Series:  a  family  of  pro- 
grams that  do  nearly 
every  thing  people  do 
with  IBM  PCs,  but 
easily  enough  for 
someone  who  is  just 
starting  out. 


ig  Assistant 


For  people 
who  write. 


Word  processing 
is  for  anyone  who's 
ever  used  the  eraser 
end  of  a  pencil. 

It  lets  you  add 
new  words,  delete 
old  ones,  rearrange 
rices,  fix  misspellings  and  more, 
V  pressing  a  few  buttons. 


you'll  not  only  writi 
L  you'll  write  better. 

11  it's  easy  to  change 
Is,  it's  easy  to  im- 
1  them.) 

M  \\  Hting 

.  TM 

ant  gives  you 
processing's  big- 
idvantages  but 
i>ut  some  poten- 
miplications. 
lere  are  no 
*e  commands  to 
,  help  is  right  at 
fingertips,  and 


what  you  see  on  the  screen  looks 
the  same  as  it  will  on  paper. 

Writing  Assistant  can  even 
check  your  spelling,  plus  there's 
a  built-in  thesaurus  to  help  you 
find  the  right,  correct,  perfect 
word. 

For  people  who  plan. 

IBM  Plan n  ing  Assiston  t  ™ 
helps  with  budgeting,  analyzing, 
estimating,  and  even  some  occa- 
sional pie-in-the-sky  guessing. 

It  calculates  your  spreadsheet's  1 
columns  and  rows  (with  all  the  nets, 
grosses,  totals  and  subtotals  you  can 
want)  in  a  flash. 

Then  comes  the  next  best  part,  re- 
calculating. Make  changes  and  Planning 
Assistant  will  re-figure  everything  just 
as  quickly,  and  with  no  complaints. 

Suddeidy,  complicated  "'what  if?" 
questions  become  simple  "why  nots?" 

For  people  who  file. 

IBM  Filing  Assistant®  is  for  using  one 
of  the  personal  computer's  most  unforget- 
table features. 

Its  memory. 

With  Filing  Assistant  you  can 
store  information  (thousands  of 
index  cards'  worth)  on  a  disk  not 
much  bigger  than  one 
index  card. 

And  you  design  the 
files  your  own  way,  using 
a  computer  language  you 
already  understand. 


sales  district  #9,  and  it  will  find  them  for 
you  almost  instandy. 

For  more  information. 

Which  brings  up  another  question, 
"how  much?" 

Not  much.  Each  Assistant  Series  pro- 
gram is  modesdy  priced.  So  they're  as 
easy  to  pick  up  as  they  are  to  pick  up  on. 

To  learn  more  about  the  IBM 
Assistants  (there  are  11  of  them),  visit 
an  Authorized  IBM  PC  Dealer. 

For  the  store  nearest  you  and  a  free 
brochure,  call  1-800-447-4700.  In 
Alaska,  call  1-800-447-0890;  in  Canada, 
1-800-465-6600. 


Fnglish. 


Then  you  can  ask 
Filing  Assistant  for  the 
address  and  phone 
number  of  every  tennis- 
playing  salesperson  in 


Personal  Computer  Software 


COMPANY. 


A  longer  prime  of  life  means  growth  for  0-l's 
long  term  health  care  business. 


h  key  element  in  our  profitable  growth  strategy  is  the  long  term  health  care 
iess.  Our  subsidiary,  Health  Care  and  Retirement  Corporation  of  America, 
?ady  the  fifth  largest  investor-owned  operator  in  this  high-return  business — 
mowing  rapidly. 

\merica  is  growing  older  and  more  affluent.  And  senior  citizens  are  in- 
ingly  seeking  a  distinctive  lifestyle  and  high  quality  care.  HCRs  strategy  is 
the  provider  of  choice — offering  the  best  in  long  term  care,  assisted  living 
etirement  communities.  We're  regularly  making  acquisitions  which  fit  this 
?gy,  and  will  add  several  thousand  beds  in  1986. 

ICR  is  also  the  largest  developer  of  nursing  homes  in  the  United  States— 
ructing  extended  care  and  other  health  related  facilities  for  itself  and 
1.  In  addition,  HCR  leads  in  the  renovation  of  existing  facilities, 
ntends  to  offer  this  service  on  a  national  scale. 

Studies  indicate  the  need  for  an  additional  1.6  million  nursing  home  beds 
e  year  2000,  or  double  the  number  available  today.  And  HCR  will  continue 
ly  a  leading  role  in  responding  to  this 
sive  demand — providing  the  finest  in 
jty  care  and  services  for  a  targeted 
ent  of  this  market. 
Dwens-Illinois.  A  $3.7  billion  global 
lization  focused  on  profitable  growth. 
>hould  get  to  know  us  better.  The 
losis  is  excellent.  OWENS-ILLINOIS 


Toledo,  Ohio  43666 


Growth  gfli  Income 
for  your  Keogh  plan. 


If  you're  self-employed,  any  Keogh 
will  give  you  a  tax  break  of  up  to 
$30,000.  But  Scudder  Flexi-Plan  gives 
you  more.  Flexi-Plan  gives  you  today's 
higher  limits,  plus  a  wide  range  of 
choices,  free  exchange  privileges,  and 
the  freedom  to  tailor  your  plan  to  best 
meet  your  personal  needs. 

■  Investment  opportunity.  Fiexi- 

Plan  offers  you  10  no-load  mutual  funds 
to  choose  from,  including  Scudder 
Growth  and  Income  Fund.  Growth  and 
Income  pursues  long-term  growth  and 
seeks  to  pay  high  current  dividends 
which  can  compound  tax-deferred  in 
your  retirement  plan.  It's  up  31%  in  the 


last  12  months.1  (Of  course,  past  perfor- 
mance is  no  guarantee  of  future  results.) 

■  Lower  COSt.  At  Scudder,  you  pay 
no  annual  fees,  no  transaction  costs,  and 
no  commissions.  100%  of  your  money 
goes  to  work  —  and  stays  at  work  —  in 
your  account. 

■  Find  OUt  more!  Call  Scudder 
toll-free.  Ask  for  our  free  information  kit 
showing  you  how  to  save  taxes  while 
building  retirement  assets.  We'll  send 
you  everything  you  need  to  start  or 
transfer  a  Keogh,  plus  extra 
details  on  Scudder  Growth 
and  Income  Fund. 


SCUDDER  FLEXI-PLAN 

A  More  Flexible  Keogh 

175  Federal  Street,  Dept.  989,  Boston,  MA  02110 


Call  or  write  Scudder  Fund  Distributors,  Inc.  for  a  free  prospectus  with  more  complete  information  in- 
cluding management  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  1.  Perfor- 
mance is  for  the  period  ending  9/30/86,  a  time  of  generally  rising  stock  prices,  and  assumes  reinvestment 
of  capital  gains  arid  income.  This  updates  page  6  of  the  Fund's  prospectus  where  further  performance 
information  can  be  found.  The  value  of  the  Fund's  portfolio  and  its  share  price  fluctuated  during  this  period 
in  response  to  market  conditions. 


The  Cromwell  Group,  Inc. 


has  acquired 


kinney  system,  inc. 


['he  undersigned  initiated  this  transaction,  assisted  in  the  negotiations, 
arranged  financing  and  acted  as  financial  advisor 
to  The  Cromwell  Group.  Inc. 


DEAN  WITTER  REYNOLDS  INC. 

New  York  Atlanta  Boston  Chicago  Dallas 
Los  Angeles      Philadelphia      San  Francisco  London 


October  1986 


co's  cellular-related  revenues,  no 
around  $10  million  a  year,  will  trif 
by  1990.  He  doesn't  seem  worried  ti 
Auxco's  share  of  the  bill  processii 
market  is  second  to  Cincinnati  Bell 
and  that  clients,  as  their  custorfl 
base  grows,  may  well  bring  billing  i 
house.  He  figures,  though,  that  Auxi 
can  convert  billing  users  to  softwai 
consulting  clients. 

Like  many  little  companies  wii 
big  plans — Croxton,  Galloway  and  1 
cursi  talk  of  growing  to  $200  millij 
in  revenues  by  1991 — Auxco  hi 
made  its  share  of  gaffes,  some  throui 
inattention.  While  Auxco  focused  \ 
software  and  processing,  for  exampi 
it  let  its  consulting  business,  so 
62%  of  revenues,  stagnate.  Aj 
Galloway's  promotion  to  president 

1982  left  a  void  in  sales.  "You  try 
wear  two  hats,  or  three  hats  for) 

In  the  early  1 980s  the 
company  and  investors  go 
swept  up  in  hyped 
expectations  for  the 
cellular  phone  market. 

while,  and  you  can't,"  she  admii 
This,  even  though  Auxco's  softwa 
packages  (cost:  up  to  $500,000  wil 
out  installation  or  modification)  are 
hard  sell.  Auxco  is  now  rebuilding 
sales  staff. 

In  the  early  1980s  the  company  (ai 
investors)  got  swept  up  in  hyped  e 
pectations  for  the  cellular  phone  ma 
ket.  Auxco  stock  reached  absu 
heights  in  1982,  when  it  traded 
more  than  100  times  earnings — aj 
management  plotted  a  new  stock  < 
fering,  even  though  it  didn't  need  i 
money.  Get  greedy,  get  burned. 

1983  Auxco's  stock  dropped  fra 
17  Vi  to  8%  (adjusted  for  later  split 
and  it  had  to  call  off  the  sale  ai 
swallow  $400,000  in  investme 
banking  fees  and  expenses.  In  198 
when  earnings  stalled,  Auxco  fell  t 
low  5.  Recently  it  has  been  tradi: 
around  12,  which  is  23  times  eaa 
ings.  It  hasn't  paid  any  divideru 
since  1981. 

Auxco  has  learned  other  lessons  t 
hard  way,  too.  Last  year  it  spent  mu> 
management  time  searching  for 
takeover  target,  only  to  discover  th 
top  candidates  aren't  keen  on  bei; 
bought  strictly  for  stock.  Auxco  sa 
it  is  now  ready  to  take  on  debt  for  t: 
right  acquisition. 

That's  nice,  but  Auxco's  honch 
already  have  plenty  to  keep  the 
busy.  Given  the  record,  they  would' 
well  to  concentrate  on  exploit!] 
their  own  profitable  niches  and  n| 
allow  grand  plans  to  distract  them. 


There  is  absolutely  no  room  for  compromise  in  assuring  the 
operational  and  structural  reliability  of  components  for  U.S.  Air 

Force  high  altitude  reconnaissance  aircraft,  like  the  SR71. 
Fansteel's  Precision  Sheet  Metal  operation  conforms  to  such 
meticulously  precise  quality  assurance  standards  in  its  production  of 
after-burner  combustion  chamber  liners  for  the 
SR71's  Pratt  &  Whitney  engines. 

This  is  only  one  example  of  how  Fansteel  companies  are  meeting 
U.S.  and  international  military  and  domestic  industrial  requirements 
with  a  consistently  expanding  materials  technology. 

It  will  pay  you  to  know  more  about  us. 


[fansteel 


An  integrated  producer  of  refractory  metals  and  fabricated  products  for  the  electronics, 
electrical,  aircraft/aerospace,  metalworking,  energy  and  chemical  industries. 


FANSTEEL  INC.  Number  One  Tantalum  Place  •  North  Chicago,  IL  60064  •  (312)  689-4900 


Today  the  shortest  route 
to  low-cost  funds  is  not 
always  the  most  direct. 


"Globalization. 
Deregulation.  Arbitraging 
foreign  bond  markets 
through  interest  rate  and 
currency  swaps.  These  are 
the  elements  that  define  to- 
day's capital  markets.  They 
all  add  up  to  an  unprece- 
dented range  of  financing 
opportunities-if  you  can 
evaluate  and  act  on  them  as 
they  occur!' 

Will  Mesdag,  Artur 
Walther  and  their  colleagues 
in  the  Capital  Markets 
Group  at  Goldman  Sachs 
discuss  the  ways  in  which  debt 
is  raised  in  today's  global 
marketplace. 

"Keeping  on  top  of  con- 
stant change  and  developing 
opportunities  is  the  greatest  chal- 
lenge. The  United  States  has  been 
in  the  forefront  of  deregulation, 
but  Britain.  Japan.  We  s  t 
Germany,  Switzerland  and  the 
Netherlands  have  mm^^^^m 
also  seen  signifi- 
cant liberalization 
of  their  markets  in 
recent  years. 

"Further- 
more, the  introduc- 
tion of  new  uses  for 
instruments  like 
futures,  options 
and  interest  rate  and  currency 
swaps  has  brought  about  the  de- 
velopment of  synthetic  securities 
that  are  of  tremendous  value  to 
issuers  and  investors. 


Tom  Dean.  Tracy  Wolstencroft,  Will  Mesdag.  Artur  Walther.  Sara 
Weinheimec,  Peter  Aberg:  Capital  Markets  Group.  Goldman  Sachs.  Capital. 


arbitrage  to  convert 
funds  into  the  desired  d 
rency,  be  it  dollars  or  yen 
whatever.  In  order  to  id 
tify  the  source  of  funds 
need  to  have  people  J 
know  the  buyers.  T 
means  salesmen,  tradd 
and  people  involved  in 
syndication  process.  Tl 
have  to  constantly  gat 
market  information,! 
spond  to  investors'  ne 
and  be  prepared  to  com 


"Having  one 
capital  markets 
group  worldwide 
makes  it  easier  to 
discover  oppor- 


tunities. 


"New  markets  and  new  in- 
struments have  increased  the 
complexity  of  monitoring  an  is- 
suer's financing  opportunities  at 
any  point  in  time.  Interest  rates 
move.  Exchange  rates  move. 
Swap  counterparties'  objectives 
change.  Investors'  preferences 
change.  And  when  an  oppor- 
tunity develops,  everything  has 
h  to  fall  into  place 
quickly. 

"Experi- 
ence counts. 
Being  in  the  busi- 
ness since  it  started 
and  watching  the 
markets  develop 
help  refine  your 
sense  for  real  value 
and  long-term  worth. 

"You  have  to  understand 
exactly  what  is  involved.  You  are 
hrst  talking  about  sourcing  funds 
and  then  taking  advantage  of  an 


  "Teamwork  is  an 

treme  understatement  here.  I 
coordination  of  professionals 
Tokyo,  London  and  New  Yori 
critical  for  sourcing  funds. 

"Consider  this  example 
global  sourcing.  With  inter 
rates  declining  in  the  U.S.,  in^ 
tors  were  looking  to  diversity  ii 
other  higher  coupon  curreno 
such  as  Australian  dollars. 

"The  demand  for  AusC 
ian  dollars  from  U.S.  invest 
gave  rise  to  a  U.S.  dorm 
tic  market  for  debt  1  s si) 
denominated  in  Australian  d 
lars.  Although  debt  issued  in 
domestic  Australian  marl 
offered  a  higher  yield,  thei 
a  withholding  tax  that  limited 
appeal  to  investors.  Thereto 
corporate  bonds  denominated 
Australian  dollars  could  be  issi 
in  the  U.S.  domestic  markets 
lower  rates. 

"What  we  were  looking 


New  York  Boston  Chicago 


Dallas  Detroit  Houston  Los  Angeles  Memj 


a  classic  currency  swap  situa- 
U.S.  clients  wanted  low- 
U.S.  dollars.  Australian  cli— 
wanted  low-cost  Australian 
irs.  Each  achieved  its  objec- 
by  issuing  in  the  foreign  cur- 
y  and  swapping  into  the  de- 
currency.  And  both  shared 
benefits  of  low-cost  Aus- 
an  dollars  available  in  the 
domestic  market. 
"To  determine  what  the 
rages  are,  you  need  a  highly 
isticated  interest  rate  and  cur- 
y  swap  unit  with  its  own 
bution  network.  A  group  that 
:s  to  potential  investors,  bor- 
ers and  hedgers  around  the 
d,  24  hours  a  day.  It's  important 
low  what  their  objectives  and 
s  are,  as  well  as  who  is  most 
petitive  at  any  given  time. 

But  simply  being  in  touch 
at  enough.  There  are  usually 
t  concerns  on  ^hmhmh 
sides  of  the 
And  a 


1 


"To  say  you 
need  teamwork 
is  an  extreme 
understatement" 


aubcr  of  tech- 
i|  concerns  as 
IE  that  multiple 
[[of  cash  flows 
ILch  precisely; 

[I  the  foreign   

liange  is  executed  efficiently; 
lithat  all  tax  and  accounting 
l|s  have  been  considered.  If  the 
libers  are  off  even  slightly,  a 
II  that  looked  good  can  sud- 
Ijy  seem  very  marginal. 

"And  trust  is  a  very  impor- 
r  factor  in  these  transactions. 


Remember,  this  is  a  24-hour  mar- 
ket. When  we  commit  on  behalf 
of  a  counterparty,  securities  are 
issued,  bought  h^^^hhmh 
and  sold— and  it 
may  be  weeks  be- 
fore  the  docu- 
ments arrive.  The 
issuers  always 
make  the  final  de- 
cision-but  they 

have  to  trust  us  to   

execute  that  decision,  perhaps  in 
the  middle  of  the  night. 

"Finally,  there  are  the  peo- 
ple, capital  and  organization 
needed  for  this  business.  Not 
every  investment  bank  is 
equipped  to  handle  global  financ- 
ing transactions.  In  fact,  each  year 
a  smaller  number  of  institutions 
handle  larger  international  issu- 
ing volume. 

"One  of  the  reasons  is  that 
wm^Bm^^mm  you  have  to  have  an 
enormous  i  n  - 
frastructure  in 
place.  You  cannot 
just  have  a  couple 
of  smart  people  sit- 
ting in  New  York 
calling  on  accounts 

  and  saying  'Did 

you  see  this  deal?  We  can  do  that  for 
you,  too.' 

"It's  absolutely  necessary 
to  be  able  to  pull  all  the  informa- 
tion together,  analyze  it,  evaluate 
it,  and  then  communicate  it  to 
issuers  and  investors.  You  need 
the  capabilities  to  create  new 


"Keeping  on  top 
of  constant  change 
is  the  greatest 
challenge" 


ideas,  products  and  arbitrage 
techniques.  That's  what  drives 
this  market. 

"It  also 
helps  to  have  one 
capital  markets 
group  worldwide, 
with  all  people  in 
the  same  depart- 
ment working  as  a 
unit.  If  everyone 
  agrees  on  direc- 
tions and  priorities,  it's  easier  to 
discover  opportunities  for  our  cli- 
ents, here  and  abroad. 

"It's  clear  that  in  the  future, 
global  capital  markets  will  continue 
to  grow.  With  markets  being  de- 
regulated, opportunities  abound. 
But  you  have  to  make  significant 
investments  in  people  and  resources 
to  improve  global  issuing  and  trad- 
ing capability.  Because  if  you  can 
operate  efficiently  in  all  these  mar- 
kets, you  can  put  together  compli- 
cated financings  that  offer  the  best 
opportunities  for  your  clients!' 


Goldman 

Sachs 


11  Philadelphia  St.  Louis  San  Francisco  London  Hong  Kong  Tokyo  Zurich 
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Taxing  Matters 


o  rax  reform,  single  premium  de- 
wed annuity  products  have  some  attrac- 
tit  e  features.  And  fangs. 

Snakes  in 
the  grass 


By  Matthew  Schifrin 


IN  passing  the  Tax  Reform  Act  of 
1986,  Congress  was  kind  to  the 
country's  life  insurance  interests. 
Reform  reduces  the  attractions  of 
IRAs,  Keogh  and  401  (kl  plans  and 
most  other  hitherto  popular  means  of 
deferring  taxation  on  accumulating 
capital.  But  it  makes  one  particular 
msurance  product  more  attractive — 
at  least  from  a  distance. 

The  product  in  question  is  the  sin- 
gle premium  deferred  annuity,  SPDA 
for  short.  It  works  like  this:  An  inves- 
tor buys  a  contract,  puttmg  down  a 
single  premium,  up  front.  The  con- 
tract pays  off  in  the  future  for  a  greater 
amount  than  the  investor  puts  in  to- 
day; the  extra  money  is  for  interest  to 
be  earned.  The  premium  can  start  at 
$2,500  and  go  to  about  S500,000.  If 
the  investor  dies,  the  policy  pays  his 
beneficiary  the  contract's  face 
amount,  plus  interest. 

You  may  remember  these  single 
payment  annuities  from  the  late 
1970s  and  early  1980s,  when  a 
bunch    of    major  brokerage 
firms  got  into  trouble  peddling 
them  as  short-term  tax  shel- 
ters for  ill-fated  insurer  Bald- 
win-United. 

SPDA  sales  fell,  but  now 
they're  climbing  again.  Last 
year  individuals  bought 
over  S5  billion  worth  of  the  i 
annuities,  and  this  year  J 
sales  are  expected  to  be  | 
even  better.  ' 

These    annuities  aren't 
really     about  insurance, 
r^e  re  about  tax  shelter.  If  the 
investor  retires  at  age  59Vi  or  later,  he 


cashes  in  the  policy  and  gets  back  his 
principal,  plus  interest  earned  on  it. 
The  big  attraction  lies  in  the  fact  that 
taxes  on  the  compounding  interest 
are  deferred  until  money  |as  a  lump 
sum  or  in  periodic  payments)  is  with- 
drawn at  retirement. 

In  essence,  then,  the  deferred  annu- 
ity is  similar  to  a  nondeductible  IRA, 


except  that  1)  you  can  fund  an  SPD 
up  to  S500,000  immediately  and  2)i 
insurance  company  has  discretuj 
over  your  funds.  Says  Chariot! 
Linder,  annuity  consultant  at  Phffl 
delphia's  MidAmenca  Group:  "The 
things  are  marvelous  investments  f« 
people  of  all  ages." 

But  Ernst  &.  Whinney  senior  ta 
manager  Paul  Klein  takes  a  mo) 
hard-nosed  view.  SPDAs,  he  saw 
"are  sensible  as  a  retirement  vehid| 
but  that  is  all." 

The  fact  is,  there  is  a  rattlesnal 
quality  about  SPDAs.  Reach  for  at 
quickly,  without  knowing  whi 
you're  about  to  grab,  and  you  may  1 
in  for  a  painful  bite. 

Salespeople  are  pleased  to  tell  pro 
pects  that  withdrawals  from  the  at 
nuities  can  be  made  at  any  timi 
That's  true.  But  there  are  several  cos 
the  salespeople  may  not  be  quick  t 
highlight. 

First,  anyone  who  withdraws  befaj 
age  59'  2  (except  in  the  case  of  disabi 
ity  or  death1  must  pay  income  tax* 
on  the  distributions,  plus  an  IRS  pej 
alty  of  5%  until  the  end  of  this  yej 
and  10%  thereafter.  Even  for  thoi 
who  wait  until  591 distributions  a) 
taxed  on  a  last  in,  first  out  basis.  Thj 
means  initial  distributions  are  consi* 
ered  by  the  Internal  Revenue  Servil 
to  be  accumulated  earnings  and  then 
fore  fully  taxable  ;any  nontaxable  n 
turn  of  principal  comes  later',  untda 
interest  and  dividend  income  is  at 
counted  for. 

The  msurance  companies,  too,  tab 
a  bite  from  early  withdrawals.  For  di 
first  five  years  or  so  most  sponsa| 
levy  surrender  charges  of  up  to  10%  i 
the  accumulated  annuity  value  ■ 
withdrawals  over  10%. 

Let's  suppose  you  can  earn  10%  W 
annum   on   a   smgle   premium  i 
SI 0,000.  After  five  years  your  accom 
will  be  worth  SI 6, 105.  SuppoJ 
\   now  you  want  to  withdraw  a 
.  Income  tax  and  IRS  pena 
ties  will  eat  up  S2,320.  Insm 
ance  company  penaltit 
might    take  anotln 
SI, 449,   leaving  yo 
with  SI 2, 336 — a  con 
pound  annual  retut 
over  the  period  of  abc* 
4%.  Obviously  you  don 
use  these  things  to  save  tc 
college  unless  your  kids  are  sti 
in  diapers. 

Single  payment  deferred  annuitk 
come  in  two  varieties,  fixed-rate  an 
variable-rate  contracts.  Fixed-rate 


Ch2s  3  Siadtmar. 


194 


The  new 
Xerox 1040. 

t's  just  as  good 
as  a  Savin. 


MjBk 


The  1040  is  one  of  the  best  mid- volume 
Dpiers  Xerox  makes.  And  in  many  ways  it's 
ist  as  good  as  the  new  Savin  V-35. 

It  makes  35  copies  per  minute,  just  like  the 
avin. 

It  reduces  and  enlarges,  just  like  the  Savin. 

It  has  an  optional  document  feeder  and 
;  orter,  just  like  the  Savin. 

And  just  like  the  Savin,  you  can  add  the 
liatures  you  need  as  you  need  them. 

Unfortunately,  it  doesn't  offer  Savin's  push 
utton  color  bank,  automatic  duplexing,  job 

(  For  information  on  Savin  copiers,  contact  your  local  Savin  branch,  Savin  dealer  or  call  1-800-45-SAVIN. 

Xerox*  and  1040  are  trademarks  cif  Xerox  Corporation. 


programming  and  20  bin  sorter. 

But  there  is  one  feature  Xerox  has  that  the 
Savin  V-35  doesn't.  A  30%  higher  price  tag. 

That's  just  one  reason  leading  companies 
like  Honda  and  American  Airlines  are  buying 
fleets  of  Savins. 

Of  course,  you  could  always  settle  for  less. 
And  pay  more. 

savin 

Follow  the  leaders. 


S looking  at 
a  sunny  forecast, 


Over  the  next  ten  years,  net  migration  to  the  Southeast  will 
average 325,000  people  ayear.Total  population  will  increase 
by  nearly  6V2  million.  And  there  will  be  4  million  new  jobs 
and  41/2  million  new  housing  starts.  Creating  an  average 
growth  fortheregionthat's25°/oabovethe national  average. 
That's  a  sunny  forecast. 

But  an  even  brighter  fact  is  that  BellSouth  is  prepared 
to  capitalize  on  this  growth  in  its  nine-state  region.  First,  with 
a  modern,  efficient  telecommunications  system  already  in 
place.  Second,  with  forward-looking  strategies  that  provide 
increased  customer  services  while  generating  revenues 
designed  to  go  beyond  those  generated  from  regional 
growth  alone. 

The  BellSouth  region.  It's  quite  a  hot  spot.  Learn  more 
about  BellSouth  from  your  broker.  Or  write:  Mr.  L.E.Spradlin, 
Director  of  Investor  Relations,  BellSouth  Corporation,  675 
West  Peachtree  Street,  N.E.,  Atlanta,  Georgia  30375.  Or 
call  404-420-8136. 


The  BellSouth  Companies: 

South  Central  Bell  •  Southern  Bell  •  BellSouth 
Services  •  South  Central  Bell  Advanced  Systems 
•  Southern  Bell  Advanced  Systems 

BellSouth  Enterprises  •  BellSouth  Advertising  & 
Publishing  •  Stevens  Graphics  •  TechSouth  • 
BellSouth  Advanced  Systems  • 
BellSouth  Mobility  •  BellSouth  Systems  Technology 
•  BellSouth  International  •  FiberLAN,  Inc 


BELLSOUTH 


Your  best  connection: 


&1986.  BellSouth  Corporation 


THE  CHOICE  IS  RORIDA. 


Eight  states  were  in  the  running  for  their  new  regional  facility. 
They  chose  Florida. 

In  large  part  because  of  our  people.  Florida's  work  force  has  earned 
a  reputation  for  being  highly  skilled  and  reliable.  Along  with  having 
strong  company  loyalty. 

They  chose  Florida  because  of  our  business  climate.  Our  state 
and  local  governments  want  and  welcome  new  businesses.  And  our 
corporate  taxes  allow  businesses  to  be  competitive. There  is  no  unitary 
tax.  And  no  personal  income  tax. 

And  they  looked  at  the  most  current  data  and  found  Florida  to 
be  the  trend-setting  state  in  the  nation.  So,  when  you're  looking  at 
Florida  today,  you're  seeing  the  state  of  the  future. 

The  bottom  line.  Florida  is  considered  to  be  the  premiere  business 
opportunity  state  in  the  country. 

So,  when  they  set  out  to  open  their  new  facility,  it  was  clear  why 
we  got  it. 

For  more  information,  write  to  Lt.  Governor  Wayne  Mixson, 
Secretary  of  Commerce,  510C  Collins  Building,  Suite  FB, 
Tallahassee,  Florida  32301.  Or  call  (904)  488-5507 


wEGorrr. 


1^86  -  State  of  Florida  Division  of  Ec< 
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which  compound  at  a  set  rate,  are 
far  the  most  popular.  But  they  arei) 
all  that  fixed.  How  so?  Read  the  saU 
literature  closely,  and  you'll  see  thi 
"fixed"  rates  are  guaranteed  only  foj 
specific  period  of  time — usually  orJ 
three  or  five  years.  When  that  periJ 
ends,  a  "renewal"  rate  reflecting  t 
company's  well-being  and  mark! 
conditions  at  the  time  is  applied 
the  policy  by  the  insurance  compan 
So  there  is  no  way,  really,  to  projej 
your  principal's  long-term  growth 

Beware  unusually  favorable  rate 
Federal  Kemper  Life,  for  example, 
currently  advertising  a  fixed-contra! 
SPDA  paying  9.5%.  But  the  fine  prii 
says  the  rate  is  valid  only  through  la 
15,  1987,  when  a  new  rate  is  set.  Kei 
per's  product  also  has  a  6%  "nevfl 
ending"  surrender  charge  levi 
against  investors  who  insist  on  takii 
lump  sum  rather  than  piecemeal  pa 
ments.  Nor  does  Federal  Kemper,  ui 


Development     BavoJ  o 


irtginal  phoco concept  by  A.  Zann.  Blaik  Star. 


The  fact  is,  there  is  a 
rattlesnake  quality  about 
SPDAs.  Reach  for  one 
quickly  without  knowing 
what  you're  about  to  grab, 
and  you  may  be  in  for  a 
painful  bite.  .  .  .  With- 
drawals can  be  made  at  an 
time,  but  there  are  costs 
salespeople  may  not  be 
quick  to  highlight. 


like  many  competitors,  offer  an 
tractive  exit  on  that  annuity  if  rat 
drop  very  low. 

Executive  Life  has  on  offer  a  guara 
teed  ten-year  contract  yielding  8.25° 
In  1996  this  rises  to  9.25%.  Note  cai 
tully,  however,  that  Executive  Life 
a  big  purchaser  of  junk  bonds.  A  se: 
ous  economic  downturn  could  dimii 
is'h  the  insurance  company's  inves 
ment  portfolio. 

Most  companies  have  set  "bailou 
floors.  These  allow  buyers  to  wit 
draw  their  money  without  surrend 
charges  if  the  renewal  interest  ra 
drops  more  than  one  percentage  poi 
or  so  below  the  previous  rate.  If 
annuity  does  not  have  this  featui 
then  the  buyer  is  at  the  mercy  of  d 
insurance  company  sponsor,  whi< 
may  or  may  not  set  competitive  i 
newal  rates. 

It  all  adds  up  to  this:  If  you're  intt 
ested  in  SPDAs,  1 )  read  the  fine  prir 
2)  don't  plan  on  taking  out  money  f 
many  years,  and  3)  remember  that  d 
IRS  hates  to  lose  revenue  and  may  y 
find  a  way  to  get  at  these  annuitie 
Or  ask  yourself  this:  With  a  top  fede 
al  tax  rate  of  28%,  how  much  t; 
shelter  do  you  really  need?  ■ 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  offers  to  buy  any  of  these  securities.  The  offering  is 
made  only  by  the  Prospectus,  copies  of  which  may  be  obtained  in  any  State  in  which  this  announcement  is 
circulated  only  from  such  of  the  undersigned  as  may  legally  offer  these  securities  in  such  State. 

October  30, 1986 

38,000,000  Shares 

Commercial  Credit  Company 

Common  Stock 

( par  value  $.01  per  share) 


Price  $20.50  Per  Share 


These  securities  are  being  offered  in  the  United  States  and  internationally. 


U nited  States  Offering 
32,300,000  Shares 


The  First  Boston  Corporation 

Morgan  Stanley  &  Co. 

Incorporated 

Shearson  Lehman  Brothers  Inc. 
Alex.  Brown  &  Sons  Bear,  Stearns  &  Co.  Inc.  Dain  Bosworth  Dillon,  Read  &  Co.  Inc. 

Incorporated  Incorporated 

Donaldson,  Lufkin  &  Jenrette  Drexel  Burnham  Lambert  Coldman,  Sachs  &  Co. 

Securities  Corporation  Incorporated 

Hambrecht  &  Quist       E.  F.  Hutton  &  Company  Inc.       Kidder,  Peabody  &  Co.      Lazard  Freres  &  Co. 

Incorporated  Incorporated 

Legg  Mason  Wood  Walker  Merrill  Lynch  Capital  Markets  Montgomery  Securities 

Incorporated 

PaineWebber  Prudential-Bache  Rauscher  Pierce  Refsnes,  Inc. 

Incorporated  Securities 

Robertson,  Colman  &  Stephens  L.  F.  Rothschild,  Unterberg,  Towbin,  Inc.  Salomon  Brothers  Inc 
Smith  Barney,  Harris  Upham  &  Co.  Wertheim  &  Co.,  Inc.  Dean  Witter  Reynolds  Inc. 

Incorporated 


International  Offering 

5,700,000  Shares 


Credit  Suisse  First  Boston  Limited 
Morgan  Stanley  International  Shearson  Lehman  Brothers  International 

Nomura  International  Limited 

Algemene  Bank  Nederland  N.V.  Banque  Bruxelles  Lambert  S.A.  Banque  Indosuez 

Banque  Nationale  de  Paris  County  Securities  Limited  Deutsche  Bank  Capital  Markets  Limited 
Lloyds  Merchant  Bank  Limited     S.  G.  Warburg  Securities     Westdeutsche  Landesbank  Girozentrale 


GIVE  HER  A  DIAMOND  TO  INFLAME  HER  SENSES. 


Every  quality  diamond  of  a 
carat  or  more  is  one  of  natures  rarest 
and  most  exquisite  phenomena  — 
with  more  fire,  more  sparkle  and 
scintillation. 

Each  is  a  visible  reflection  of 
you.  Unique  in  all  the  world, 


possessing  four  characteristics  that  Your  jeweler  is  the  expert] 

set  it  apart  forever.  They  are  called  where  diamonds  are  concerned 

the  4Cs :  Cut,  Color;  Clarity  and  His  knowledge  can  help  makel 

Carat -weight.  These  determine  the  acquisition  of  a  quality  diamon 

value  of  a  diamond  — and  to  an  of  a  carat  or  more  the  beautiful 

astonishing  degree;  the  beauty  and  rewarding  experience  it  shoulcp| 
value  of  your  jewelry.  A  diamond  is  forever. 


res 

2.03  carats. 


A  QUALITY  DIAMOND  OF  A  CARAT  OR  M0( 
AFIRE  RARELY  SEEN. 


Taxing  Matters 


^incorporation  seemed  like  a  great  way 
ib  cut  taxes  under  the  new  tax  law.  But 
hme  people  are  now  having  second 
poughts.  Is  the  party  already  over? 


A  little  problem 


By  Lisa  Gubernick 


ne  does  not  need  a  degree  in 
H  higher  mathematics  to  prefer 
&  paying  income  taxes  at  28%, 
tead  of  paying  them  at  52%.  So  it 
;med  only  commonsensical  when, 
Oct.  8,  Santa  Ana,  Calif. 's  Com- 
mity  Psychiatric  Centers'  manag- 

announced  their  inten- 
n  to  convert  CPC  from  a 
blic  corporation  to  a  pub- 
master  limited  partner- 
ip.  Corporate  earnings  are 
led  twice,  once  to  the  cor- 
ration   and   again  when 
ey  are  distributed  to  share- 
lders  in  the  form  of  divi- 
ds.  But  a  partnership  is 
ixed  only  once,  to  the  part- 
es. After  tax  reform's 
w    maximum  rates 
ce  full  effect  in  1988, 
rporate  shareholders 
11  pay  over  $52  in  cor- 
prate  and  personal  in- 
Ifme  taxes  per  $100  of 
ulstributed       company  V 
(I'mings.   Partnership  part- 
es will  pay  only  $28  on  the 
line  earnings  (for  more  on 
pincorporation,  see  Forbes, 
\k  20). 

i  All  in  all,  a  very  sensible 
lea  to  convert  CPC  into  a 
i  nited  partnership.  But  on  Oct 
f  immunity   Psychiatric's  manage- 
\  pnt  withdrew  its  submission  to  dis- 
f  corporate  from  the  Securities  &  Ex- 
Mange  Commission  and  is  out  sever- 
I  hundred  thousand  dollars  for  legal 
Ifd  registration  fees. 
What  happened?  Tax-exempt  insti- 
tions,  mainly  pension  funds,  con- 


trolled about  30%  of  CPC's  common 
stock  and  demanded  that  manage- 
ment kill  the  disincorporation  pro- 
posal. Why?  Because  for  these  share- 
holders the  switch  from  corporation 
to  partnership  would  probably  have 
meant  an  increase  in  their  tax  bills, 
not  a  decrease. 

The  problem  here  is  what  the  tax 


Clias  ^*  Slackman 

master  code 
29 


calls  "unrelated  business  in- 
come." So  long  as  a  tax-exempt  insti- 
tution is  deemed  to  be  a  passive  inves- 
tor, it  is  not  taxed  on  dividends  and 
other  income  it  receives  from  its  port- 
folio investments.  But  if  the  institu- 
tion is  a  partner,  then  the  IRS  deems  it 
to  be  actively  engaged  in  commerce. 
In  that  event,  any  investment  income 
over  $1,000  that  the  institution  re- 


ceives is  considered  to  be  "unrelated 
business  income"  and  will  be  taxed  in 
1988  at  rates  of  up  to  33%.  That 
doesn't  look  so  bad,  but  the  institu- 
tions might  have  to  pay  taxes  on  in- 
come they  don't  receive  and  they 
could  run  into  traps  if  the  business 
incurs  any  debt.  Small  wonder  they 
fought  to  kill  CPC's  disincorporation 
proposal. 

Tax-exempt  institutions  aren't  the 
only  investors  that  face  problems 
when  companies  convert  to  partner- 
ships. Thanks  to  tax  treaties,  most 
foreign  investors  pay  little  or  no  U.S. 
taxes  on  dividend  income,  as  long  as 
they  are  deemed  to  be  passive  inves- 
tors. But  if  they  own  a  partnership, 
the  IRS  says  they  are  doing  business 
in  the  U.S.  and  taxes  their  investment 
income  accordingly.  Corporate  inves- 
tors are  also  hit:  The  85%  dividend 
exclusion  does  not  apply  to  partner- 
ship distributions. 

With  the  collapse  of  the  CPC  deal, 
Wall  Street  is  abuzz  with  talk  of  other 
disincorporation  deals  that  have  been 
hastily  aborted.  Yet  others  are  pro- 
ceeding to  make  the  change. 
Take  UDC-Universal  Develop- 
ment, a  Chicago  home  build- 
er. It  switched  to  a  master 
limited  partnership  in  July 
1985.  With  over  50%  of  the 
shares  in  management's 
hands,  it  didn't  need  to  worry 
about  institutional  inves- 
tors. National  Health  Corp., 
a  nursing  home  operator  in 
Tennessee,  also  intends  to 
convert  to  a  partnership  and 
probably  will:  52%  of  Na- 
tional Health's  shares  are 
controlled  by  management 
or  related  parties.  At  CPC,  by 
contrast,  management  con- 
trolled just  5%  of  the  com- 
pany's shares. 

Note  that  CPC's  conver- 
sion problems  do  not  apply 
to  startups  or  new  issues. 
Consider  Angell  Care  Master 
Limited  Partnership,  a  nurs- 
ing home  company  that  suc- 
cessfully went  public  in  Oc- 
tober as  a  partnership  rather  than  a 
corporation.  Here  there  were  no  pre- 
existing institutional  holders  to  ob- 
ject. "We  deliberately  did  not  market 
to  tax-exempts,"  says  Lisbeth  Evans, 
Angell  Care  MLP  spokeswoman.  "We 
did  everything  we  could  to  discourage 
them."  On  the  other  hand,  discourag- 
ing tax-exempt  investors  reduces  a 
partnership's  potential  liquidity.  ■ 


SPECIAL  ADVERTISING  SLPPLLMENT 


"New  Y)rk  City 
is,  more  than  ever, 
the  place  to  be." 


1  he  completion  of  new  Manhat- 
tan skyscrapers  to  house  the  head- 
quarters of  Merrill  Lynch,  Oppen- 

JL.  heimer  &  Co.,  E.F.  Hutton,  and 
American  Express  says  much  about  New 
York  City's  status  as  a  financial  marketplace. 
Indeed,  several  of  these  buildings  form  part 
of  a  massive  office  complex  called  the 
World  Financial  Center  located  just  a  few 
blocks  from  Wall  Street.  The  new  19-story 
office  building  being  developed  with  Mor- 
gan Stanley  &  Co.  as  the  major  tenant  also 
reaffirms  New  York's  status  as  "the  capital  of 
capital,"  but  it  says  something  else  as  well. 
This  $130  million  building  is  going  up  in 
Brooklyn,  and  the  location  says  a  lot  about 
the  economy  of  New  York  City. 

The  economic  upsurge  in  New  York  City 
has  continued  long  enough  to  become  a 
familiar  story,  but  now,  says  Alair  Town- 
send,  the  city  's  Deputy  Mayor  for  Finance  and 
Economic  Development,  "It's  not  just  the 
center  that's  growing.  From  1983  through 
1985,  there  has  been  job  growth  in  every 
borough,  and  the  rate  of  job  growth  in  the 
outer  boroughs  is  a  very  important  sign." 

New  York  City  has  gained  300,000  jobs 
since  1977,  including  50,000  in  1985.  And 
two-thirds  of  the  new  jobs  created  last 
year  were  outside  Manhattan.  Not  only  has 
employment  grown  citywide,  but  the  as- 
sessed value  of  properties  has  increased 
citywide  as  well,  climbing  a  total  of  $4 
billion  in  1985. 

The  New  York  City  economy  now  rests 
on  an  assortment  of  industries,  and  Town- 
send  says,  "Unlike  many  areas,  we  have 
not  been  hit  with  big  economic  downturns 
because  of  the  diversity  in  our  economic 
base.  There's  no  question  that  the  nation  is 
moving  toward  a  service  economy,  and 
we  are  the  headquarters  for  finance,  com- 
munications, culture,  and  various  other 
service  industries.  So  we've  got  a  very  solid 
base  to  build  on." 

Maintaining  balanced,  sustainablegrowth 
is  a  high  priority  for  Mayor  Edward  I.  Koch.  "I 
know  that  in  today's  competitive  business 
world,  actions  speak  louder  than  words,"  the 
mayor  says,  adding,  "As  the  city's  fiscal  health 
has  stabilized,  we  have  devoted  new  re- 
sources to  increasing  services,  reducing 
taxes,  and  developing  effective  and  efficient 
business-development  programs." 

The  city's  efforts  are  bolstered  by  strong 
backing  from  New  York  State.  "Economic 
de\  eiopment  is  an  important  part  of  Gov- 


ernor Cuomo's  agenda,"  says  RonaldJ.  Moss, 
Commissioner  of  the  State  Department  of 
Commerce.  And  he  notes  that  such  state 
agencies  as  the  Job  Development  Authority 
and  the  Urban  Development  Corporation 
have  undertaken  massive  projects  in  coop- 
eration with  New  York  City. 

T,  hese  days,  the  task  facing  pub- 
lic officials  is  not  only  to  kindle  in- 
terest in  New  York  City,  but  to 
channel  the  numerous  expressions 
of  interest  that  exist.  For  example,  al- 
though the  amount  of  New  York  office  space 
dwarfs  that  in  every  other  U.S.  city,  the 
demand  for  space  has  pushed  up  rents  on 
Park  and  Madison  Avenues  beyond  the 
reach  of  many  firms.  The  New  York  City 
Planning  Commission  has  sought  to  re- 
lieve the  pressure  on  east  Midtown  with 
zoning  incentives  that  have  spurred  ma- 
jor projects  on  the  west  side  of  Midtown. 
The  Prudential  Insurance  Co.  is  one  of  the 
partners  in  a  $1.2  billion  redevelopment 
project  in  the  Times  Square  area,  for  ex- 
ample. The  Zeckendorf  organization  is 
building  a  massive  office  and  residential 
complex  on  the  site  of  the  last  Madison 
Square  Garden.  And  Salomon  Brothers  is 
planning  an  office  tower  on  the  site  of  the 
New  York  Coliseum — which  has  been 
supplanted  by  New  York's  massive  new  Ja- 
cob K.  Javits  Convention  Center. 

In  addition,  substantial  amounts  of  ren- 
ovated office  space  have  been  developed  in 
the  Flatiron  district.  And  the  migration  of 
publishers,  advertising  agencies,  and  public 
relations  firms  to  lower  Fifth  and  Park 
Avenues  has  been  accompanied  by  rapid 
commercial  revitalization,  as  scores  of 


restaurants  and  boutiques  have  opened 
this  new  office  district. 

But  the  Koch  administration's 
goal  has  been  to  spread  econc 
development  beyond  the 
shores  of  Manhattan  into  thee 
other  boroughs.  Stanley  Grayson,  Chaii 
man  of  the  city's  Financial  Services  Corp 
tion,  points  out  that  "The  city's  tax  polii 
is  to  provide  deeper  incentives  for  area 
outside  the  central  business  district,  anl 
the  same  is  true  with  our  financial  assise 
programs."  Companies  that  agree  to  lo 
cate  north  of  96th  Street  in  Manhattan  ( 
anywhere  in  the  other  four  boroughs  a 
eligible  for  an  as-of-right  property-tax  t 
emption  on  new  construction  and  im 
provements  for  up  to  22  years.  Manufac 
ers  locating  facilities  anywhere  in  the  c 
are  eligible  for  22  years  of  tax  benefits. 
There  is  also  a  30%  phased  reduction  t 
the  commercial  occupancy  tax,  and  a  g 
to  industrial  firms  of  up  to  $1 10,000  to 
help  cover  moving  costs. 

Moreover,  Gary  Kesner,  the  city's  Cor 
missioner  of  Business  Development  not 
"Businesses  moving  to  or  expanding  in 
locations  outside  the  central  business  d 
trict  are  eligible  for  a  30  percent  discoui 
on  electricity  and  a  20  percent  reductioi 
natural  gas  for  the  first  eight  years,  and  t 
pay  the  full  rate  only  after  1 2  years. "  Foil 
ing  the  initiative  of  Mayor  Koch,  the  City 
Council  and  State  Legislature  enacted  le 
lation  providing  these  incentives. 

According  to  John  R.  Manak,  manage 
of  area  development  for  the  Consolidal 
Edison  Company  of  New  York,  Inc.,  "If 
company  is  thinking  of  starting  or  expa 
ing  a  business,  we  can  provide  reducec 
gas  and  electricity  rates  in  addition  to  a 
incentives  a  company  might  receive  frc 
the  city  government."  Under  Con  Edisc 
Project  Appleseed,  some  5,500  compa- 
nies are  enjoying  savings  on  their  electr 
rates  that  average  23  percent.  Reduced 
rates  may  also  be  obtained  from  Brool 
Union  Gas  Company.  These  reduced  l 
ities  rates  can  be  a  valuable  benefit  for  i 
ufacturers  or  highly  computerized  firr 
which  have  big  appetites  for  energy. 

Mayor  Koch  emphasizes  that  "My  ad 
ministration  recognizes  the  importanc 
business  to  the  city  and  we  have  set  up 
creative,  responsive  economic-develoi 
ment  programs  to  help  companies  grc 
and  prosper  here." 


Christmas  Bonus. 


Tis  the  season!  What  makes  it  even  more  special  is  the  prospect  of  ^UiM^^P 

olden  gift  of  Godiva"  chocolates.  Sumptuous  pleasures  filled  with  distinction  TO^jBlB&f^ 
o  renoer  season's  greetings  in  the  Belgian  tradition.  Godiva  chocolates  'neath 

the  tree  promise  magical  delight  to  all.  For  a  gift  of  Godiva  chocolates  * 

is  deemed  by  many  to  be  in  the  true  spirit  of  Christmas  presents.  G  O  D I VA 


BRUXELLES  •  NEW  YORK  •  PARIS 


Godiva  Chocolatier,  701  Fifth  Avenue,  New  York,  New  York  10022 
For  information  about  Godiva  chocolates  or  to  receive  a 
Corporate  Gift  Catalog,  call  800-732-7333 


One  clear  beneficiary  of  this  is  Brook- 
lyn. It  was  an  independent  city  until  1898, 
and  if  it  had  remained  so,  its  two  million 
people  would  make  it  the  nation's  fourth 
largest.  Because  it  was  a  city,  it  has  a  real 
downtown  and  an  elaborate  mass-transpor- 
tation network.  All  this  is  just  across  the 
bridge  from  Wall  Street,  yet  office  space  is 
half  the  price  of  that  in  Manhattan. 

That  attracted  Morgan  Stanley.  The 
prestigious  investment  banking  firm  was 
looking  for  back-office  space  for  the  mas- 
sive computer  systems  that  process  and  re- 
cord transactions  that  the  firm  arranges 
around  the  world.  No  slouch  in  the  world  of 
buying  low  and  selling  high,  the  firm 
didn't  want  to  pay  Midtown  Manhattan  rents 
for  record  keeping,  yet  it  wanted  its  back 
office  to  be  accessible. 

So  it  turned  to  Brooklyn.  By  1988,  it  will 
have  700  employees  occupying  half  of  a 
600.000-square-foot  building.  Interest- 
ingly enough,  the  firm  that  traces  its  origins 
to  the  banking  business  of  J. P.  Morgan  will 
be  located  on  Pierrepont  Street.  The  Mor- 
gan Stanley  building  is  pan  of  some  $1.5 
billion  in  redevelopment  and  new  con- 
struction planned  for  the  downtown  core 
of  Brooklyn,  running  from  Fulton  Landing 
at  the  foot  of  the  Brooklyn  Bridge  to  Atlan- 
tic Terminal,  well  inland. 

T|  he  centerpiece  of  this  redevel- 
opment effort  is  the  $770  million 
Metropolitan  Technology  Center, 
or  Metrotech.  This  joint  venture  be- 
tween New  York  Polytechnic  Institute  and 
Forest  City  Enterprises  of  Cleveland  will 
result  in  an  academic  industrial  research 
park  complex  slated  for  completion  in  1990. 
The  Securities  Industry- Automation  Cor- 
poration, which  operates  the  computer  and 
communications  systems  for  the  New 
York  and  American  Stock  Exchanges,  will 
base  some  800  employees  there.  Metro- 
tech will  also  contain  a  Center  for  Advanced 
Technology  in  Telecommunications,  a  li- 
brary for  Polytechnic  University,  and  a  new 
headquarters  building  for  Brooklyn 
Union  Gas  Co.  And,  nearby,  construction 
will  begin  in  early  1987  on  a  356-room 
Hilton  Hotel. 

On  one  side  of  downtown  Brooklyn, 
the  waterfront  is  undergoing  redevelop- 
ment. Two  Trees  Management  Company 
1 1  night  a  two-million-square-foot  collection 
>1  industrial  buildings  in  the  shadow  of 


the  Brooklyn  Bridge  and  is  turning  Fulton 
Landing  into  a  $160  million  mixed  indus- 
trial, commercial,  and  residential  complex. 

On  the  upland  side  of  downtown 
Brooklyn,  the  Atlantic  Terminal  is  also  being 
redeveloped.  This  complex  interchange 
of  commuter  trains  and  subway  lines  at  the 
edge  of  downtown  Brooklyn  has  long 
been  a  beehive  of  subterranean  activity. 
Now  Rose  Associates  is  planning  to  top  it 
off  with  a  $500  million  mixed-use  complex 
of  office  towers,  stores,  and  residential 
units.  Deputy  Mayor  Townsend  says  this 
large  complex  is  pan  of  "a  well-ccnnect- 
ed  series  of  projects,  one  flowing  into  an- 
other, that  will  bring  additional  develop- 
ment into  the  area." 

T«  he  construction  crews  are  busy- 
in  other  boroughs  as  well.  The 
Bronx,  for  example,  has  always 
been  attractive  to  commerce  and 
industry  because  of  its  access  to  an  array 
of  rail,  road,  and  water  transportation.  It  is, 
after  all,  the  only  borough  actually  con- 
nected to  the  U.S.  mainland — the  others  are 
all  islands  or  parts  of  islands. 

The  Bronx  suffered  heavily  from  the 
suburban  migration  that  began  after  World 
War  II,  but  that  process  has  largely  been 
completed.  While  employment  in  1984  was 
at  the  same  level  as  in  1977,  since  then  a 
turnaround  has  become  visible.  Employ- 
ment increased  by  3,000  jobs  in  1984,  and 
the  increase  accelerated  in  1985  when  6.500 
new  jobs  were  created.  New  economic 
vigor  is  seen  throughout  the  borough. 

In  the  North  Bronx,  for  example,  near 
Fordham  University,  a  new  $60  million 
commercial  and  retail  complex  called 
Fordham  Plaza  has  opened,  representing 
the  largest  commercial  development  in 
the  borough  in  three  decades.  This  13-story 
structure  has  been  exening  a  ripple  effect 
throughout  the  neighborhood  as  mer- 
chants have  upgraded  stores  to  cater  to 
the  new  customers  working  in  the  area. 

In  the  middle  of  the  Bronx,  the  recendy 
completed  Bathgate  Industrial  Park,  which 
sits  astride  the  Cross  Bronx  Expressway, 
has  been  filling  up.  "To  facilitate  further 
growth,  the  city  has  developed  the  Mid- 
Bronx  Industrial  Park  and  the  Zerega  Indus- 
trial Park,  where  Haagen  Dazs  is  putting  up 
a  $3  million  ice  cream  distribution  center," 
says  James  Stuckey,  president  of  the  Public 
Development  Corporation.  PDC  is  the  real 


estate  development  arm  of  the  New  w 
city  government.  I  laagen  Dazs  will  joi 
other  companies  that  have  light  manu 
turing,  assembly,  and  storage  operatkj 
this  200-acre  area.  Some,  such  as  LoeH 
mann's,  are  longtime  Bronx  residents 
ers,  like  Kraft  Hats,  are  newcomers.  Bi 
cause  of  escalating  rents  in  Manhattan 
moved  to  a  custom-built  32,000-squan 
foot  Bronx  building  early  in  1986. 

High  Manhattan  rents  also  prompw 
LaSalle  Industries  to  relocate.  The  citj 
helped  this  specialized  printing  firm 
find  a  new  home  and  raise  $14  millia 
pay  for  it  with  a  combination  of  tax-e} 
empt  securities,  city  loan  funds,  and  f< 
grant  monies. 

There  are  increasing  signs  that  thei 
South  Bronx,  once  a  symbol  of  urban » 
is  reviving  economically.  In  1985,  son 
"X)  new  companies  moved  into  the  Sq 
Bronx,  investing  more  than  $25  millifl 
and  creating  2,500  new  jobs. 

Queens  is  also  building  on  its  trans 
tation  linkages.  It  's  the  site  of  two  of  tl 
world's  busiest  airports,  JFK  and  LaGu 
dia,  and  has  been  developing  substant 
cargo  and  airline  administration  activi 
In  addition,  areas  like  Hunters  Point  a 
Long  Island  City  are  benefiting  from  t 
proximity  to  Manhattan.  One  of  the  fil 
recognize  this  asset  was  Lazard  Real  E 
which  developed  the  International  D 
Center  for  New  York's  $3  billion  inter 
furnishings  industry.  In  October,  wh« 
second  building  in  the  $1 50  million  p 
opened,  more  than  600,000  square  fa 
showroom  and  office  space  had  been 
leased  to  ^8  furniture,  fabric,  and  dec 
tive-fixtures  tenants.  The  ten-acre  site 
comprise  structures  in  a  complex  des 
by  I.M.  Pei  &  Partners. 

Nearby,  Citicorp,  the  nation' 
largest  bank,  has  announce 
plans  to  construct  the  city's 
largest  office  complex  outs 
Manhattan.  Its  new  40-story  Hunters  F 
building,  roughly  across  the  East  Rivet 
the  United  Nations,  will  be  a  four-min 
subway  ride  from  Citicorp  headquarte 
Park  Avenue.  Scheduled  for  complete 
in  1988,  it  will  provide  offices  for  3,00 
employees,  including  a  number  of  hi] 
level  executives. 

Staten  Island,  the  city's  smallest  ant 
most  residential  borough,  is  part  of  tl 
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Con  Edison  now 
slices  the  cost 
of  apple  power 


Announcing  reduced  electric  and  gas  rates 
for  economic  growth 


If  you're  thinking  of  starting, 
relocating  or  expanding  your 
business  in  New  York  City  or 
Westchester  County,  find  out 
about  Con  Edison's  PROJECT 
APPLESEED.  This  award- 
winning  program  offers  qualified 
businesses  reductions  in  electric 
rates  of  up  to  25%  and  reductions 
in  gas  rates  of  up  to  19%.  And  this 
is  in  addition  to  property  tax 
incentives  you  could  receive  from 
local  governments. 


For  more  information  on  how 
PROJECT  APPLESEED  s 
reduced  electric  and  gas  rates  can 
help  your  business,  call  John 
Manak.  Manager  of  Area 
Development  at  (212)  460-4153. 
Or  write  to  him  at:  Con  Edision. 
Area  Development.  4  Irving 
Place.  New  York.  N.Y  10003. 


Edi 


PROJECT 
APPLESEED 

What  a  way  to  grow! 


economic  growth.  It  is  the  home  of  Tele- 
port,  an  advanced  technology  communica- 
tions center.  This  100-acre.  $225  million 
complex  is  a  state-of-the-art  global  commu- 
nications center,  ty  ing  satellite  communi- 
cations to  city  organizations  through  a  1 50- 
mile  network  of  fiber-optic  cables.  It  is  a 
joint  venture  of  the  Port  Authority.  Merrill 
Lynch,  and  Western  Union. 

The  project  is  still  under  construction 
and  already  a  quarter  of  the  100-acre  site  is 
leased  and  under  development.""  notes 
Stephen  Berger,  executive  director  of  The 
Port  Authority  of  New  York  and  New  Jer- 
sey. This  is  one  of  several  economic  devel- 
opment projects  being  undertaken  by  the 
Port  Authority  throughout  New  York  City. 
One  of  the  two  low-rise  office  buildings 
that  form  pan  of  the  teleport  complex  is 
occupied  by  Nomura  Securities  Co.  Ltd., 
Japan  s  largest  investment  banking  firm.  Yo- 
shio  Terasawa.  chairman  of  Nomura  Se- 
curities in  the  U.S.,  has  indicated  that  the 
choice  of  Teleport  was  determined  by 
"three  C's — Cost,  Capacity,  and  Coopera- 
tion." The  latter,  he  notes,  was  served  up 
by  officials  of  the  city  and  the  Port  Authority. 

New  York  City's  economic  vigor  is  ex- 
erting a  powerful  ripple  effect  on  the  fabric 
of  city  life.  Investors,  for  example,  are 
pouring  large  sums  into  new  luxury  apart- 
ment buildings  to  house  those  who  man 
the  expanding  service  industries.  The  tony- 
new  21 -story  condominium  on  East  ~9th 


Street  named  the  Belgravia  sounds  British, 
but  the  money  comes  from  Japan.  Leading 
retailers  like  NYC-based  Godiva  Chocola- 
tier  Inc.  have  found  an  attractive  market 
among  the  city's  affluent  consumers.  More- 
over, every  major  international  couturier 
has  opened  a  store  in  the  city .  chiefly  along 
upper  Madison  Avenue  or  in  SoHo.  And  the 
two  areas  highlight  the  economic  vitality  of 
New  York:  Madison  Avenue  has  been  a  la 
mode  for  half  a  century:  SoHo.  once  a 
grimy  industrial  district,  is  now  a  pinnacle 
of  an,  fashion,  and  real  estate  values. 

As  a  result  of  economic  growth,  the 
city's  tax  revenues  have  risen  "5  4  percent 
since  1979,  despite  cuts  in  sev  eral  rates. 
"New  York  City  has  put  its  fiscal  house  in 
order."'  Mayor  Koch  says,  adding,  "  It  has 
run  balanced  budgets,  improved  its  credit 
rating,  and  reentered  the  credit  markets. 
The  citv  has  undertaken  a  10-vear  $-»5 .7  bil- 


lion capital -improvement  program  to 
grade  its  infrastructure  I  think  every 
would  acknowledge  that  the  streets ; 
cleaner,  the  parks  are  cleaner.  Koch ; 

The  city's  economic  profile  is  alway 
transition:  businesses  are  constantly! 
t<  >  respond  to  changing  costs  and  opp 
tunities  The  result  is  a  continuing  sot 
out  process  as  people  find  the  most  < 
effective  and  efficient  locations  and ; 
ties  The  flower  market  moves  to  Que 
ad  agencies  move  downtown,  investn 
bankers  move  uptown,  law  firms  mov 
across  town:  the  garment  district  expan 
showrooms  on  Seventh  Avenue,  but ; 
same  time,  scores  of  new  garment  man 
turing  operations  open  in  Chinatown 
Queens. 

A  permanent  economic  mating  dan* 
is  always  under  way  in  New  York  But 
bottom  line  shows  growth  The  city  ca 
tinues  to  be  a  magnet  for  the  ambitioi 
only  from  the  US  but  also  from  abrc 
New  York  remains  a  melting  pot-a  th 
its  7.2  million  residents  were  born  out 
side  the  continental  United  States  The 
bring  an  international  perspective  ana 
ethos  that  has  made  New  York  a  cente 
global  trade  and  investment.  They  alsi 
bring  enormous  vitality  to  the  city's  a 
nomic  life. 

The  Koch  administration  s  goal  has 
been  to  strengthen  and  maintain  the  i 
tries  that  are  in  New  York  w  hile  provi 
the  climate  and  incentives  to  attract  rw 
industries.  It  is  striving  to  keep  manuf 
turers  from  being  priced  out  of  the  i 
by  helping  some  move  to  more  econo 
cal  space  in  the  outer  boroughs,  and  it  i 
helping  accommodate  corporate  new- 
comers to  the  city. 

A  s  the  New  York  City  economy 
tinues  to  evolve.  Mayor  Koch 
his  administration  know  s  tha 
JL.  JL.  "Business  needs  more  than1 
words  and  good  intentions  to  prosper1 
grow.  A  positive  economic  climate  is  ai 
essential  ingredient  in  creating  a  healtl 
bottom  line. "  Right  now.  the  city  has; 
signs  of  a  positive  economic  climate,  ft 
the  construction  cranes  adding  to  the  c 
brated  skyline  to  the  statistical  indicate 
which  show  increases  in  employment 
income  for  New  Yorkers.  For  a  wide  ra 
of  businesses  in  a  w  ide  range  of  induse 
Deputy  Mayor  Townsend  say  s.  New  Y 
City  is.  more  than  ever,  the  place  to  be. 


Design:  November  and 
LawTence.  Inc. 
Apple  photos:  Ihara 


There's  magic  in  NYC. 

The  kind  of  magic  that  can  help  a  business  like  yours  move  (poof) 
from  anywhere  in  the  world  to  New  York  City.  It  will  help  you  find 
space,  give  you  the  benefits  of  tax  reductions  and  low-cost  financing, 
and  find  effective  ways  of  cutting  energy  costs.  We  call  our  magic 
The  Office  for  Economic  Development— with  specialists  so  good, 
most  businesses  who  call  get  what  they  need.  And  our  service  is  free. 
Just  call  2 1 2*  NY*  MAGIC.  We'll  get  back  to  you  (poof)  within  24  hours. 

*  ?  tmmm 
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THE  NEW  YORK  CITY  OFFICE  FOR  ECONOMIC  DEVELOPMENT 
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On  the  Docket 


By  Deirdre  Fanning 


ine  reason  Drexel  Burnham  Lambert 
hminates  the  junk  bond  market  is  that  it 
wrvices  what  it  sells.  But  in  doing  so  it 
mises  a  fine  legal  point 

Spoilsport 
lawyers 


)exel  Burnham 's  Paul  Levy 

ing  the  law  to  bail  out  troubled  companies. 


In  the  last  five  years  Drexel 
Burnham  Lambert  has  sold  over 
$33  billion  worth  of  "high  yield" 
debt  securities,  involving  more  than 
275  individual  issues,  in  public  offer- 
ings. In  so  doing  the  firm  has  almost 
single-handedly  changed  the  U.S.  fi- 
nancial system. 

In  the  beginning,  critics  scoffed  and 
said  the  whole  thing  would  collapse 
in  a  wave  of  defaults.  In  fact,  there 
have  been  few  defaults.  Why?  Because 
Drexel  has  quietly  refinanced  many 
deals  that  ran  into  trouble. 

By  applying  a  provision  of  the  Secu- 
rities Act  of  1933,  Drexel  sometimes 
gets  on  thin  ice  in  rejiggering  these 
deals.  Section  3(a)(9)  of  the  1933  act, 
among  other  things,  lets  investment 
bankers  refinance  struggling  compa- 
nies through  so-called  exchange  of- 
fers. In  these  offers  old  securities  are 
replaced  by  new  paper  with  more  fa- 
vorable terms  for  the  issuer.  This  can 
help  the  issuer  stay  afloat  and  avoid 
Chapter  11.  That's  good  because 
bankruptcy  usually  benefits  nobody 
but  the  lawyers.  In  these  cases  Section 
3(a)(9)  exempts  the  investment  bank- 
er from  going  through  the  lengthy  job 
of  registering  the  new  paper  witb  the 
Securities  &  Exchange  Commission. 
Registration  delays  could  easily  cause 
the  company  to  collapse. 

Drexel's  use  of  Section  3(a)(9)  has 
many  of  the  firm's  investment  bank- 
ing rivals  sputtering  in  jealous  frustra- 
tion. Why  sputter?  Why  not  emulate 
Drexel  in  servicing  what  they  sell? 
Simple;  in  at  least  several  cases,  law- 
yers for  the  investment  bankers  dis- 
courage them  from  becoming  in- 
volved in  such  refinancing.  The  law- 
yers— as  lawyers  are  wont  to  do — 
worry  about  legal  technicalities.  Here 
is  the  problem: 

The  Section  3(a)(9)  deals  that  have 
the  lawyers  so  agitated  involve  unreg- 
istered securities,  and  the  1933  act 
prohibits  investment  bankers  from 
accepting  fees  for  selling  or  promoting 
unregistered  securities.  But  isn't  the 
promotion  of  such  securities  what 
Drexel  Burnham  is  doing  in  orches- 
trating these  exchange  offers  in  the 
first  place? 

In  recent  years,  Drexel  has  done 
exchange  offerings  for  71  clients.  As 
many  as  half  of  them  needed  a  boost 
because  they  were  having  trouble 
honoring  their  obligations.  So  they 
turned  to  Drexel,  which  used  Section 
3(a)(9)  to  create  new  unregistered  se- 
curities to  replace  the  ones  that  were 
dragging  the  company  down  toward 
default. 

A  clause  in  Section  3(a)(9)  states 


Take  a 
balanced 
approach 

to  IRA 
investing. 


Financial  planners  often  advise  their  clients  to  balance 
investments  between  stocks  and  more  conservative  options. 
The  same  advice  holds  for  your  IRA.  That's  why 
Twentieth  Century,  a  company  well  known  for  its  top-performing 
common  stock  funds,  also  offers  U.S.  Governments. 

U.S.  Governments,  a  short  maturity  bond  fund,  is  an  excellent 
vehicle  for  balancing  your  stock  portfolio.  It  offers  high  current 
income  and  the  kind  of  safety  that  comes  from  investing  only  in 
securities  of  the  U.S.  government  and  its  agencies. 

Weigh  the  balanced  approach  to  investing,  and  tip  the  scales  in 
your  favor.  Write  or  call  today  for  our  free  IRA  Information  Kit 
and  prospectus.  Please  read  the  prospectus  carefully  before 
investing. 

No-Load,  No-Minimum  Mutual  Funds 


Please  send  a  free  prospectus  to: 


Name_ 


Address. 


City_ 


I 


State_ 


Zip_ 


P.O.  Box  419200,  Kansas  City,  MO  64141-6200 


1-800-345-2021,  ext.  409 


that  "no  commission  or  other  re 
neration  [be]  paid  or  given  directl 
indirectly  for  soliciting  such  [an] 
change."  The  clause  was  include 
the  1933  act  to  prevent  investrr 
bankers  from  marketing  unregistt 
securities. 

Query:  Is  Drexel  marketing  the; 
securities,  or  is  it  merely  advising 
troubled  company  on  a  financial  j 
to  get  out  of  a  bind?  It's  hard  to 
Drexel  picked  up  a  $4  million 
from  structuring  LTV  Corp.'s  iast 
change  offer  in  May.  Skeptics  ai 
that  $4  million  is  a  great  deal  of  a 
ey  for  simply  structuring  a  securi 
transaction. 

Says  a  corporate  partner  at  the 
firm  Cravath,  Swaine  &  Moore, 
order  to  make  these  things  worl 
frequently  takes  a  lot  of  explair 


and  understanding  to  convince  be 
holders  that  it's  in  their  interesi 
give  up  the  old  securities  and  take 
new  ones.  Section  3(a)(9)  is  a  very  c 
cate,  risky  thing.  If  an  investm 
banker  is  doing  more  than  just 
swering  routine  administrative  qi 
tions,  it's  dangerous." 

Drexel  officials  insist  that  they 
very  careful  to  follow  both  the  le 
and  spirit  of  Section  3(a)(9).  Expk 
Paul  Levy,  a  top  Drexel  executive 
how  his  firm  handles  the  offers:  ' 
don't  involve  our  retail  system  at 
in  these  transactions.  We  send  aroi 
-memorandums  to  the  trading  gro 
when  a  deal  comes  out,  with  a  v 
explicit  list  of  dos  and  don'ts  t 
have  been  prepared  by  counsel, 
don't  leave  anything  to  chance." 

Like  a  good  manufacturer,  Dre 
services  what  it  sells.  If  one  of 
deals  goes  bad,  it  tries  to  fix  it — soi 
thing  the  rest  of  Wall  Street  ha: 
always  been  scrupulous  about  do: 
If  what  Drexel  is  doing  is  legally  < 
ey,  maybe  the  law  is  at  fault.  ■ 
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NOW  IBM  USES 
SATELLITES  TO  TEAC1 
Ppeople  HOW  TO  USE  COMPUTERS. 
WE  MADE  IT  HAPPEN. 

-Using  state-of-the-art  satellite  technology,  an  IBM  instructor  can* 
now  reach  classrooms  in  as  many  as  twelve  locations  across 
the  country  simultaneously.  To  accomplish  this,  Hughes 
Communications  worked  with  IBM  to  create  ISEN,  the 
Interactive  Satellite  Education  Network.  ISEN  permits  hundreds 
of  geographically  dispersed  students  to  be  fully  interactive 
with  the  teacher,  questioning  and  answering  as  if  they  were 
in  the  same  room! 

Creating  a  sophisticated  system  like  ISEN  was  an  unparalleled  achievement. 
Ordinarily,  no  more  than  one  video  image  can  fit  onto  a  satellite  transponder, 
but  our  engineers  used  digital  compression  to  place  eight  satellite  signals  onto 

a  single  Galaxy  II  transponder  with  room  to  spare.  That  turned  a 
cost-prohibitive  operation  into  a  cost-effective  one.  Moreover,  we  delivered 
ISEN  as  a  complete  turnkey  system,  designing,  implementing,  monitoring  and 
maintaining  a  satellite  network  that  demonstrates  once  again  how  Hughes  is 
improving  the  way  business  communicates. 

The  use  of  Hughes'  satellites  as  part  of  a  video-education  network  is  a 
breakthrough  in  the  field  of  education,  and  it  represents  a  breakthrough  in 
business  productivity,  too.  Banks,  insurance  firms,  high-technology 
companies,  hospitals,  and  schools  around  the  world  can  all  take  advantage  of 
Hughes'  latest  advances  in  satellite  system  technology.  The  world  just  got 
smaller,  and  Hughes  Communications  made  it  happen. 

Reliability,  innovation,  proven  expertise.  Hughes  Communications.  People 
with  extraordinary  requirements  come  to  us  for  extraordinary  solutions. 


WE  MAKE  IDEAS  HAPPEN. 

HUGHES 

COMMUNICATIONS 
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HUGHES 

A  l  RC  A  AF  I  COMPANY 


Subsidiary  of  GM  Hughes  Electronics 


For  further  information  write  PO  Box  92424,  Los  Angeles,  CA  90009  ©  1986  Hughes  Communications 
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How  do  you  overcome  the  bias  that  afflu- 
ent, educated  consumers  have  against 
made-in-America  products? 


The  not-so-ugly 
Americans 


ARC    MORGENSTERN  figures 

that  he  deserves  the  sleek, 
programmable,  $100-plus 
Krupps  automatic  coffeemaker  he's 
getting  himself  for  Christmas.  Why 
Krupps,  and  not  an  equally  computer- 


ized but  slightly  cheaper  competitor 
from  Hamilton  Beach  or  Salton — 
something  more,  uh,  American? 
"There's  something  almost  declasse 
about  Mr.  Coffee,"  replies  Morgen- 
stern,  a  31 -year-old  CBS  television 


producer.  "You  pay  a  little  more,  a 
you  assume  you  are  getting  Germ 
engineering,  which  has  cachet.  Al 
the  design  is  handsome." 

It's  a  common  assumption  that  U 
manufacturers  are  a  poor  second,  if 
the  running  at  all,  at  the  top  end 
many  consumer  product  marke 
Many  among  affluent  Americans,  t 
most  acquisitive  consumers  in  l 
world,  seem  convinced  that  when 
comes  to  quality  and  design,  the  Eu 
peans  and  the  Japanese  do  it  better 

"You  know  there  are  problei 
when  the  guys  working  in  Amenc 
factories  go  home  and  buy  foreij 
made  products,"  says  Jerry  Delia 
mina,  Madison  Avenue's  reside 
iconoclast.  "Every  day  those  gt 
wake  up  to  their  Japanese  radios,  dn 
in  their  Japanese  cars  and  go  on  vai 
tion  with  their  Japanese  cameras." 

Or  listen  to  Ray  Browne,  profess 
of  popular  culture  at  Bowling  Gre 
State  University.  "We  abide  by  t 
unconscious  assumption  that  wh 
ever  is  foreign  is  better.  See  how  t 
wealthy  kowtow  to  French  wine,  h« 
major  orchestras  hire  foreigners 
permanent  conductors.  The  01 
areas  where  we  feel  superior  are  f, 
foods,  soft  drinks  and  blue  jeans.  T 
assumption  is  mistaken." 

Mistaken  it  may  be,  but  the 
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Timberland's  John  Thorbeck 

?  're  perceived,  as  the  real  thing,  an  authentic,  American- made  shoe  for  the  outdoors. 


Richard  Wood 


AT.  Cross' John  Buckley 

"You  keep  the  foreigners  out  by  paying  attention  to  quality. 


3  nption  isn't  unshakable.  Consider 
H  success  with  top-end  quality  prod- 
iss  of  such  U.S.  companies  as  Tim- 
b  land;  A.T.  Cross,  maker  of  fine 
v  ting  instruments;  Trafalgar  Ltd., 
t  ich  produces  Ghurka  luggage;  and 
Z  man  Brothers  Shirt,  manufacturer 
abrestige,  private-label  shirts. 

'imberland,  the  New  Hampshire 
a,ker  of  outdoor  boots,  moccasin- 
i  le  shoes  and  the  like,  has  prospered 
aan  industry  under  siege  from  Eu- 
I  e  and  Asia.  Though  U.S.  shoemak- 
I  are  mostly  history,  Timberland's 
;.  is  in  the  last  five  years  have  grown 
nil  $25  million  to  $80  million-plus, 
rvh  pretax  margins  of  over  10%. 
timberland  already  had  a  reputa- 
3,1  for  high-quality,  insulated  work 
)  its  when  it  began  expanding  a  de- 
:„e  ago  into  hiking  boots,  and  later 
i  j  casual  shoes.  The  hiking  boots,  a 
j.iness  that  grew  rapidly  between 
h'5  and  1980,  later  slowed  as  fash- 
(js  changed.  Timberland's  casual 
tie  business  is  still  growing  fast. 
the  casual  shoes  were  enormously 
ftcessful,"  says  Cyril  Read,  footwear 
ner  for  Eastern  Mountain  Sports,  a 
Krtheast  chain  of  outdoor  equip- 
ijat  stores.  "Timberland  understood 
Mat  the  American  customer  wanted 
t]i  casual  shoe.  It  was  also  a  market 
Br  other  European  makers,  such  as 
Mna  or  Adidas,  ignored." 
jflhe  lesson:  Timberland  was  gutsy 
fflugh  to  risk  investing  in  new  prod- 
U  categories  and  quick  enough  to 
ttond  with  strong  marketing  when 
H  clear  winner,  casual  shoes, 
Ifcrged  from  the  diversification  for- 
nTimberland's  signature  shoe  today 
a  hand-sewn  moccasin  with  a  lug 
la  that  sells  for  about  $90.  Also  pop- 
ir  is  Timberland's  boat  shoe, 
[ich,  at  $60,  is  priced  $10  to  $15 
llier  than  Sperry  Top-Sider,  the 
(final  in  the  category.  Says  John 
ftrbeck,  Timberland's  vice  presi- 
nt  of  marketing:  "Our  customers 
||25  to  44,  they  want  quality,  and 
ih  will  pay  for  it." 
Illthough  footwear  is  mostly  a  fash- 
llbusiness,  Timberland  stresses  per- 
lliance,  not  styling.  Its  most  recent 
tiit  ads  feature  an  old  pair  of  shoes. 
El  tag  line:  "Years  from  now,  you 
l|r  have  to  replace  the  laces."  To 
Ike  sure  consumers  get  the  mes- 
se,  Timberland  will  spend  $4  mil- 
i  I  to  $5  million  on  advertising  this 
Ht,  about  5%  of  sales, 
t  most  American-made  products  are 
llsed  on  mass  markets,  which 
Ipns  they've  often  abandoned  the 
icjend  to  the  Europeans,"  reflects 
r  irbeck.  "Now  we're  perceived  as 
1  real  thing,  an  authentic  Ameri- 
made  shoe  for  the  outdoors.  That 


image  helps  us  here,  and  in  Europe, 
where  we  now  get  25%  of  our  sales." 

Finding  $7-an-hour  workers  in  New 
Hampshire  is  difficult  these  days  be- 
cause the  electronics  industry  offers 
higher  wages,  so  Timberland  opened 
plants  in  Puerto  Rico  and  Mountain 
City,  Tenn.  The  company  still  makes 
much  of  its  footwear  in  the  continen- 
tal U.S.  and  controls  quality  and  costs 
by  multiple  product  inspections  and 
buying  leather  in  huge  lots. 

Another  company  that  has  struck 
the  balance  between  manufacturing 
quality  and  efficient  marketing  is  Lin- 
coln, R.I. -based  A.T.  Cross,  with  40% 
of  the  $500-million-a-year  (retail 
sales)  quality  pen  ($10  and  higher)  seg- 
ment. One  reason:  All  its  A.T.  Cross 
pens  carry  a  well-publicized  lifetime 
guarantee.  Send  a  pen  back  for  repair 
or  replacement  and,  99%  of  the  time, 
the  company  responds  m  five  days. 


Another  reason:  A.T.  Cross  all  but 
invented  the  higher-priced,  prestige, 
quality  ballpoint  pen  in  America.  Be- 
fore Cross,  a  pen  with  any  status  was 
inevitably  a  fountain  pen — and  made 
in  Europe  at  that.  The  result  for  Cross: 
annual  compound  sales  and  earnings 
growth  of  16%  since  the  company 
went  public  in  1971.  This  despite  new 
and  powerful  competition  from  the 
likes  of  Mont  Blanc,  the  German  com- 
pany; Waterman,  the  French  maker; 
and  such  other  European  firms  as 
Lamy,  Aurora  and  Ferrari. 

Cross  pens  cost  an  average  $16  re- 
tail— not  cheap.  Because  that  price  al- 
lows the  company  a  healthy  markup, 
it  doesn't  need  to  chase  low-cost  labor 
abroad.  "You  keep  the  foreigners  out 
by  paying  attention  to  quality,"  says 
John  Buckley,  executive  vice  presi 
dent.  "Twenty  years  ago  the  Japanese 
couldn't  have  moved  in  the  way  they 


Trafalgar's  Nonvalk,  Conn,  factory  ( 1.  to  r. ):  Luis  Huerta,  manager.  Marley  Hodgson,  owner;  Lias  Miranda,  patternmaker 
"The  fact  that  our  products  are  made  in  this  country  ...  is  now  our  most  important  selling  point." 


did,  because  American  manufacturers 
were  producing  top-quality  cars." 

Gitman  Brothers  is  a  private-label 
shirtmaker  whose  men's  dress  shirts 
retail  between  $45  and  $55.  Gitman 
sells  directly  to  top  retailers — ac- 
counts such  as  Paul  Stuart  in  New 
York,  Mark  Shale  in  Chicago  and 
G.D.  Harb  in  California,  which  have 
the  option  of  buying  directly  from  the 
Orient,  much  as  the  department 
stores  do  for  private-label  programs. 

If  it  were  competing  on  price  alone, 
Gitman,  too,  would  have  to  shift  to 
the  Far  East,  but  it  does  not  compete 
on  price.  Its  shirts  are  good  enough 
that  better  stores  are  not  ashamed  to 
put  their  label  on  them.  Gitman  does 
not  have  to  match  the  fine  workman- 
ship and  wallet-busting  price  tags  of 
the  elegant  English  shirtmakers  Turn- 
bull  &  Asser  or  Hilditch  &  Key.  Re- 
tailers get  something  else  from  Git- 
man: prompt,  reliable  delivery  and  a 
broad  and  flexible  assortment  of 
styles  and  fabrics.  The  company  is 
quick  on  its  feet,  willing  to  take  ini- 
tial orders  for  as  few  as  two  dozen 
shirts,  to  ship  as  few  as  two  shirts  per 
reorder  and  deliver  them  in  four 
weeks — at  least  two  months  faster 
than  the  folks  in  Hong  Kong. 

In  eight  years  this  Somerville,  N.J. 
shirtmaker  has  built  its  sales  to  $28 


million,  with  pretax  margins  of  6%, 
in  an  industry  where  the  range  for 
men's  better  shirts  is  2%  to  4%. 

"Our  strategy  was  to  make  the 
best-quality  shirts  we  knew  how, 
and  then  market  them  to  men's 
stores  that  know  how  to  sell  at  a 
fairly  high  price,"  says  Kenneth 
Pearlstein,  chief  executive  officer. 

Sometimes,  American  manufactur- 
ers, even  when  they  do  have  a  superi- 
or product,  need  to  borrow  the  cachet 
of  a  foreign-sounding  name.  A  prime 
example  is  Trafalgar,  Ltd.,  a  maker  of 
leather  bags,  wallets  and  luggage  un- 
der the  Ghurka  label.  The  company 
and  the  product  has  little  to  do  with 
the  famous  soldiers  from  Nepal.  "I 
named  the  company  after  the  great 
English  naval  battle  and  chose 
Ghurka  because  I  wanted  to  create 
luggage  that  conjured  up  the  image  of 
indestructibility  and  English  histo- 
ry," says  Marley  Hodgson,  owner. 
Top  retail  customers  include  Bloom- 
ingdale's,  Crouch  &  Fitzgerald  and  T. 
Anthony.  Based  in  Norwalk,  Conn., 
the  16-year-old  Trafalgar  does  about 
$15  million  in  sales,  with  pretax  mar- 
gins of  over  10%. 

But  here's  the  rub:  Once  the  brand 
was  established,  Hodgson  found  he 
didn't  really  need  the  English  connec- 
tion anymore.  "In  the  late  1970s  it 


was  a  very  effective  marketing  pl< 
But  later  market  research  indical 
that  it  was  more  important  to 
customers  that  the  bags  said  'hai 
made  leather  gear,  Norwalk,  Con 
made  in  the  U.S.A.'  So  we  stopp 
linking  our  bags  to  English  histo 
and  started  to  promote  the  fact 
our  products  are  made  in  this  count 

"Now  that  is  our  most  imports 
selling  point.  The  mood,  especially 
the  last  few  years,  has  favored  quali 
products  made  here." 

Trafalgar  does  little  advertisi: 
Hodgson  says  his  manufacturing 
pacity  is  roughly  limited  to  pres( 
sales.  Word  of  mouth  and  styling  | 
the  product,  and  there  is  a  two-y 
guarantee.  The  luggage  and  busin* 
bags  sell  from  $200  to  $700,  and  v 
men's  handbags  sell  from  $80  to  S2 
Trafalgar  bags,  made  of  saddle  leath 
have  a  rugged,  sporty  look,  compa: 
to  the  more  finished,  highly  polist 
European  goods. 

"There  are  a  lot  of  top  French,  I) 
ian  and  German  products  in  the  m 
ket,  but  they  don't  look  like  ours,  £ 
they  don't  have  the  American  char 
ter  our  products  do,"  says  Hodgs 
"That  has  become  a  strong  plus  for 
not  only  here,  but  just  like  with  Ti 
berland,  in  Europe,  too." 

Is  Detroit  listening- — J.A.T. 


TANDY.. Better  Again" 


PI 


The  New 
Tandy  3000  HL 

Our  advanced  286  technology 
starts  at  just  $1699,  The 
competition  starts  at  $39951* 


■ 

•  innmmnmnnmnmnm 

lie  Tandy  3000  HL  is  a  break- 
?  gh  in  affordable  80286  tech- 
vy.  Never  before  has  so  much 
91  uting  power  been  available 
ifh  a  low  price. 

t  mpare  the  Tandy  3000  HL  to 
BM®  PC/XT-286.  At  $1699, 
k  300  HL's  entry-level  price  is 
i  52000  less  than  the  IBM. 
f  |i  comparably  equipped 
W  3000HL  with  a  20- 
\\byte  hard  disk  and  other  op- 
r  still  costs  less  than  IBM's 
5Jlus,  the  3000  HL  has  a 
1 1  clock  speed  (8  MHz). 

[  '  Tandy  3000  HL  comes 
1  512K  RAM,  and  it's  built  for 


easy  expansion.  You  can  add  addi- 
tional memory,  hard  disk  drives, 
communications  and  even  a  Disk 
Cartridge  System. 

The  power  and  price  of  the 
Tandy  3000  HL  make  it  perfect 
for  offices  requiring  several  work- 
stations. And  our  ViaNet®  Local 
Area  Network  can  bring  the  3000 
HL  together  with  your  existing 
MS-DOS  based  computers. 

The  American-made  Tandy 
3000  HL  is  backed  with  total  sup- 
port, including  leasing,  service 
and  training.  The  Tandy  3000  HL 
(25-4070)  is  your  building  block 
for  total  office  automation. 


Available  at  over  1200 
Radio  Shack  Computer  Centers  and  at 
participating  Radio  Shack  stores  and  dealers. 

Radio  /hack 

COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 

Send  me  a  Tandy  3000  HL  brochure. 

Mail  to:  Radio  Shack,  Dept.  87-A-420 
300  One  Tandy  Center,  Fort  Worth,  TX  76102 

Name  


Company . 
Address  _ 


City  _ 
State . 


.ZIP. 


Phone . 


t  n  IBM's  price  list  as  ol  Sept  2, 1986  Price  applies  at  Radio  Shack  Computer  Centers  and  participating  stores  and  dealers.  Monitor  sold  separately.  IBM/Registered  TM  International 

Business  Machines  Corp.  MS-DOS/Registered  TM  Microsoft  Corp.  ViaNet/TM  ViaNetix,  Inc. 
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U.S.  space  surveillance  allows  few  Soviet 
secrets  when  it  comes  to  strategic  arms 
treaties.  The  next  generation  of  gadgets 
will  miss  fewer  still. 

Eye  in  the  sky 


By  Ralph  Sing  Jr. 


Space 


The  only  thing 
more  nerve- 
wracking  than 
negotiating  an  arms  treaty  with  the 
Soviet  Union  is  making  sure  the 
U.S.S.R.  sticks  to  its  word  and  doesn't 
cheat.  But  when  U.S.  negotiators  re- 
sumed arms  control  talks  with  their 
Soviet  counterparts  in  Geneva  in  Oc- 
tober after  the  Reykjavik  summit 
meeting  between  Gorbachev  and  Rea- 
gan, the  U.S.  was  once  again  dealing 
from  a  position  of  enormous  techno- 
logical strength. 

Simply  put,  the  technical  means  for 
verifying  Soviet  strategic  capabilities 
are  already  sophisticated.  Space  sur- 
veillance wizardry  now  in  various 
stages  of  development  promises  to 
make  it  infinitely  more  difficult  for 
the  Soviets  to  cheat  in  the  future.  Says 
Admiral  Noel  Gayler,  former  Nation- 
al Security  Agency  director:  "I  have 
absolute  confidence  that  we  will  find 
anything  in  the  Soviet  Union  that  is 
militarily  significant." 

That  confidence  does  not  come 
cheap.  Ever  since  the  Soviets  rejected 
Dwight  Eisenhower's  1955  "Open 
Skies"  proposal  for  reciprocal  aerial 
surveillance,  the  U.S.  has  spent  heavi- 
ly on  land-,  sea-  and  air-based  intelli- 
gence systems  for  monitoring  activi- 
ties inside  the  U.S.S.R.  "There's  a 
technological  explosion  at  the  mo- 
ment," says  former  CIA  Director  Wil- 
liam Colby.  "Our  technical  means  are 
sensational  and  are  improving  hand- 
over-fist every  day." 

The  most  impressive  gains  have 
come  in  space  surveillance.  Spending 


Perkin-Elmer  telescope  mirror 

for  new  photo  satellite 

A  technological  explosion  in  space. 

on  satellite  programs  in  fiscal  1987 
will  total  $7  billion,  one  of  the  largest 
chunks  of  R&D  funding  in  the  entire 
economy.  The  money  is  being  doled 
out  via  the  Defense  Department  to 
the  ultrasecret  National  Reconnais- 
sance Office  and  other  agencies,  and 
then  to  a  handful  of  contractors  led  by 


Space-based  radar  being  developed 
by  Grumman  and  others 
Confidence  doesn't  come  cheap. 


Lockheed  and  TRW.  Contracts 
classified,  of  course,  but  intellige 
experts  have  been  able  to  piece 
gether  these  details: 

•  Roughly  half  of  all  funding 
$3.5  billion,  is  going  to  develop 
deploy  a  new  generation  of  pha 
graphic  satellites,  dubbed  Keyhole 
The  satellites,  each  as  big  as  a  city 
and  carrying  a  telescope  8  feet  in 
ameter,  compare  with  their  predec 
sors  "the  way  a  Brownie  does  [witl 
video  recorder,"  says  John  Pike  of 
Federation  of  American  Scienti 
From  200  miles  above  the  earth 
devices  will  send  back  high-resc 
tion  images  of  objects  as  small  ai 
inches.  The  first  Keyhole  12  is  schj 
uled  for  launch  sometime  in 
contractors  include  Lockheed,  TH 
Perkin-Elmer,  Litton's  Itek  Opt 
Systems  and  others. 

•  Another  $1.4  billion   is  be) 
spent  on  satellites  equipped  with 
frared  sensing  devices  capable  of  mi 
itoring  missile  tests  and  weapons 
duction.  Instead  of  film,  the  satell 
will  use  so-called  charge-coupled 
vices  to  turn  images  into  digital  fc 
for   instantaneous  transmission 
earth.  Contractors  include  Aen 
General,     Rockwell  Internatioi 
TRW  and  GM's  Hughes  Aircraft  d| 
sion.  Experts  on  the  project  are  r 
estimating  that  it  will  be  poss 
within  ten  years  for  infrared  satell 
22,300  miles  in  space  to  scan  a 
square-mile  area  of  the  earth  for 
jects  just  10  yards  long. 

•  An  additional  $1  billion  is  be 
spent  on  space  antennas,  knowr 
Magnums,  that  can  eavesdrop  on  e 
tronically  transmitted  conversati 
beamed  anywhere  on  earth  (even  ft 
the  Kremlin).  The  first  such  ante 
was  launched  in  January  1985.  G 
in  orbit,  the  Magnum  is  designe< 
unfold  into  an  umbrella-like  dish 
size  of  a  baseball  infield,  picking 
even  the  weakest  and  most  local 
of  transmissions.  In  this  way, 
analysts  are  believed  to  have  liste 
in  on  walkie-talkie  chatter  betw 
rescue  workers  at  Chernobyl  ea 
this  year.  Once  again,  contractors 
elude  Lockheed  and  TRW. 

•  Upwards  of  $300  million  will 
-for  development  of  space-based  " 
thetic  aperture  radar"  systems, 
signed  to  be  far  more  sensitive  t 
conventional  radar.  Once  in  orbit, 
devices  will  permit  something 
presently  is  impossible:  24-hour-a 
monitoring  of  strategic  Soviet  in; 
lations,  even  those  clouded  over  r 
of  the  year,  such  as  the  Red  A 
tank  factory  at  Kharkov,  in 
Ukraine.  Grumman  and  Raytheoi 
among  the  contractors  on  the  pro 


To  get  the  most  out  of  such  equip- 
t  nt,  analysts  need  to  be  able  to  sift 
t  ough  and  interpret  vast  quantities 
c  information  quickly,  which  is  no 
fe  y  matter.  In  1969  a  government 
p  n  to  collect  and  analyze  daily  satel- 
Ll:  photographs  of  every  point  on 
e  th  was  scrapped  when  it  became 
pvious  that  the  task  would  have 
p  ;rwhelmed  the  entire  American  in- 


telligence establishment. 

To  keep  up  with  what  now  looms 
ahead  as  a  miniature  version  of  the 
same  problem,  the  U.S.  will  spend  as 
much  as  $750  million  this  year  on 
equipment,  manpower  and  research 
in  at  least  six  government  agencies, 
including  the  National  Security 
Agency  and  the  CIA. 

Will  space  surveillance  bring  abso- 


lute security  to  the  U.S.?  Certainly 
not.  But  it  is  one  more  technological 
area  in  which  the  Soviets  are  falling 
seriously  behind  the  U.S.  An  aware- 
ness of  this  weakness  and  the  increas- 
ing cost  to  them  of  correcting  it  is  one 
more  factor  pushing  the  Soviets  into 
making  an  honest  arms  deal.  (For 
more  on  Soviet  problems,  see  story  on 
page  156.) 


I  ie  new  cartography 

When  a  group 
of  investors 
two  years  ago 
[bred  to  buy  Amtrak's  Newark,  N.J. 
tin  depot,  negotiations  quickly 
ftged  down  while  Amtrak  bureau- 
c  ts  rummaged  through  their  files  for 
I  )-year-old  maps  needed  to  deter- 
ine  the  property's  legal  boundaries, 
lie  deal  went  through,  eventually, 
|c  only  after  talks  dragged  on  for 
r  nths.  Now  an  emerging  technol- 
|r  in  digital  mapmaking  has  prom- 
id  to  make  such  delays  a  thing  of 
l[  past. 

:."he  science  of  cartography  has  re- 
rl  on  pen  and  paper  ever  since  Ptole- 
■  mapped  the  world  on  papyrus 
;  00  years  ago.  But  computer  map- 
ig  today  enables  cartographers  to 
{uce  virtually  any  map  or  chart  to 
lital  form,  store  it  in  computer 
kmory,  then  recall  it  at  the 
fch  of  a  button.  That  not  only 
fckes  record  keeping  easier  for 
ad  and  property  surveys  but 
in  improves  the  accuracy  of 
la  on  everything  from  high- 
ision  lines  to  railroad  tracks 
|i  :able  television. 
K  growing  number  of  aggres- 
re  young  computer  mapping 
ins  are  moving  into  the  field. 
r<e  Butler  Computer  Graphics 
I  Denver,  which  was  recently 
jiied  by  Amtrak  to  redraw  and 
Klate  its  northeastern  right-of- 
|iy  and  property  maps  in  digi- 
jtform. 

iluntrak  had  estimated  in  a  1984 

[  dy  that  to  have  sections  of  its  land 
veyed  and  to  have  new  maps  draft- 

I  in  the  conventional  manner  would 
'e  cost  $2  million.  For  20%  of  that, 
ltrak  can  now  do  the  same  survey 

Jing  computers, 
"he  business  of  drawing  maps  by 
nputer  keyboard  instead  of  with 
it  and  pencil  is  expected  to  reach  $1 
•  ion  worldwide  this  year.  Industry 

|  ilysts  predict  that  sales  will  triple 

I  1990  and  will  reach  $13  billion  by 
year  2000.  "Only  5%  of  the  poten- 
market  has  been  tapped,"  says 

i  rl  Machover,  an  independent  com- 


puter graphics  consultant  in  White 
Plains,  N.Y. 

In  the  meantime,  fierce  competi- 
tion has  been  causing  profits  to  sag 
even  for  the  leading  mapmakers.  Ver- 
non Graphics,  a  $10-million-a-year 
(sales)  cartographer  in  Elmsford,  N.Y., 
admits  that  it  is  hurting — in  part,  at 
least,  because  it  has  underbid  on  a  few 
jobs  just  to  beat  the  competition.  "We 
think  there  is  going  to  be  a  shake-out 
in  the  mapping  industry,"  says 
George  Scharfe,  president  and  chief 
operating  officer  of  the  Comstock 
Group,  which  owns  Vernon  Graphics. 
"Meanwhile,  we  are  just  trying  to  stay 
in  the  ball  game." 

For  now,  the  bulk  of  the  demand  is 
coming  from  government,  utilities 
and  telephone  companies.  One  such 
firm,  United  Telephone  Co.  of  Flori- 
da, spent  $9.5  million  over  the  last 


Computer-drawn  map  of  Amtrak's  rails 
(above);  a  draftsman  uses  a  digitizer  to 
copy  a  map  onto  a  computer  ( below). 
Saving  companies  millions. 


two  years  to  have  some  65,000  maps 
of  its  field  equipment  transferred  to 
digital  form.  "We  expect  the  system 
to  pay  for  itself  within  three  years," 
says  Paul  Arsenault,  a  United  Tele- 
phone manager. 

To  update  its  maps,  United  turned 
to  Vernon  Graphics,  which  sent  crews 
into  the  field  to  spot-check  wires, 
poles  and  transformer  boxes  in  16,000 
square  miles  of  central  and  south- 
western Florida.  Next,  Vernon's  com- 
puter operators  coded  each  telephone 
pole  and  transformer,  and  plotted 
them  on  the  new  maps.  They  then 
keyed  the  codes  into  a  database  along 
with  voltage  and  other  information. 
"If  a  customer  is  without  service,  the 
computer  now  allows  the  phone  com- 
pany to  determine  quickly  which  cir- 
cuits are  down,"  explains  Vernon 
Graphics'  production  manager,  Den- 
Biacksur    nis  Nosal. 

Secagraphics,     in  Golden, 
Colo.,    which    specializes  in 
making  computerized  maps  for 
cable-television  companies,  has 
reduced  by  almost  one-half  the 
time  it  takes  to  introduce  ser- 
vice to  a  community.  According 
to  President  Regis  Frank,  it  nor- 
mally takes  cable-TV  compa- 
nies 133  days  to  draw  maps 
showing  200  miles  of  streets, 
cables  and  the  utility  poles 
where  the  new  cables  will  be 
attached.     But  Secagraphics 
drafts  the  maps  by  computer  in 
just  76  days. 
As  for  Amtrak,  now  that  it  has  in- 
ventoried all  7  million  railroad  ties 
along  its  2,440  miles  of  northeastern 
tracks,  the  company's  ambitious  ex- 
ecutives have  loftier  plans.  They  are 
going  to  map  Amtrak's  air  rights, 
which  collectively  are  worth  well 
into  the  tens  of  millions  of  dollars, 
over  the  railroad's  rights-of-way  in 
New  York,  Boston,  Chicago,  Wash- 
ington, D.C.  and  other  cities. 

All  of  which  only  goes  to  show  that 
sometimes,  with  a  little  help  from 
computers,  the  sky  really  is  the  lim- 
it.— Susan  Gilbert 


If  you  don't  see 

pay  dirt  on 
the  surface,  dig 
a  little  deeper. 


The  nature  of  a  business  situation  is 
rarely  apparent  at  first  glance. 

So  at  GECC,  we  believe  in  taking 
the  time  and  energy  to  dig  deeper.  To 
probe  and  explore  all  the  possibilities 
beneath  the  surface. 

A  good  example  is  a  recent  lever- 
aged buy-out  we  financed. 

When  a  major  forest  products  com- 
pany wanted  to  sell  off  its  commodity 
chemicals  business,  a  team  of  company 
executives  thought  about  structuring  a 
buy-out.  But  after  a  quick  look  at  the 


situation,  several  potential  lenders 
cided  they  just  didn't  understand  th 
complex  chemicals  business  well 
enough  to  judge  the  soundness  oft 
planned  LBO.  So  they  bowed  out. 

GECC,  however,  stayed  in.  We  hz 
questions,  too— lots  of  them.  But  v 
also  had  the  determination  to  find  t 
answers.  And,  we  had  places  to  go  f 
answers  that  most  lenders  couldn't 
call  upon. 

First  stop:  General  Electric's  cm 
chemicals  business.  Managers  at  C 
Silicones  and  Plastics  manufacture 
operation  told  us  what  to  look  for,  ai 
what  the  right  answers  would  looki 

Then,  we  tapped  General  Electr 
century-long  experience  with  eleci 
utilities,  and  got  smart  about  the  cc 
of  powering  an  operation  as  energy 
intensive  as  chemical  manufacture 

That's  another  resource  the  otht 
financial  firms  didn't  have.  That's  w 
none  of  them  could  dig  as  deep. 

With  that  background  and  our  o\ 
track  record  of  finding  ways  to  mak 
deals  when  others  couldn't  see  a  w 
we  helped  the  executives  fine-tune 
business  plan  they  were  working  01 
And  it  began  to  look  good. 


final  obstacle:  obtaining  liability 
trance. 

j  ay  "chemical  plant"  to  most  insur- 
*  and  the  phone  goes  dead.  But  our 


s  ranee  experts  checked  and  found 
t olants  were  state-of-the-art,  and 
c asks  were  manageable.  The  nec- 
iry  insurance  was  obtained,  at  an 
sdable  price. 

he  LBO  that  resulted  marked  the 
r  1  of  the  Georgia  Gulf  Corporation. 

heir  Chief  Financial  Officer,  Jerry 
..atrum,  says,"  What  made  the  dif- 
r  nee  was  the  time  and  effort  GECC 
it  it  digging  into  a  complex  business, 
H  the  angles  and  ideas  they  brought 

ie  negotiation.  The  other  financial 


sources  who  had  a  crack  at  this  had 
trouble  getting  over  that  hurdle!' 

That  same  approach  helps  GECC 
find  innovative  solutions  not  only  in 
LBOs,  but  also  in  real  estate  and  cor- 
porate financings,  equipment  leasing 
and  retail  lending. 

If  you'd  like  the  help  of  a  financial 
team  that  looks  harder  and  digs  deeper 
than  most,  give  us  a  call.  There  might 
be  more  to  be  gained  than  meets 
the  eye. 


ForafreeGECC  information  kit, 
call  toll  free  1(800)  243-2222. 
Or  write  GECC, 260  Long  Ridge  Rd. 
Stamford,CT06902 


You  can't  do  things 
differently  until  you 
see  things  differently 


General 
Electric 
Credit 

CORPORATION 


Personal  Affairs 


Edited  by  William  G.  Flanagan 


Are  chief  executives  more  religious  than  the 
general  population?  Our  survey  says  yes. 


Praying  for 
guidance 


By  Barbara  K  alien 


In  Boston  a  group  of  chief  execu- 
tives including  Kenneth  Olsen  of 
Digital  Equipment  Corp.,  Thom- 
as Phillips  of  Raytheon  Corp.,  Col- 
man  Mockler  of  Gillette  Co.  and 
Richard  Hill,  retired  chairman  of  First 
Bank  of  Boston,  gather  each  month  for 
a  morning  of  prayer  and  discussion. 

In  Dallas  a  group  of  75  prominent 
businessmen  and  professionals,  led  by 
Edwin  Blume,  a  preacher  and  educa- 
tor, meet  every  Friday  morning  from  7 
to  8  to  pray  and  study  the  Bible.  In 
Chicago  last  month  the  23rd  annual 
Chicagoland  Leadership  Prayer  Break- 
fast brought  together  1,000  prominent 
executives  and  community  leaders  of 
all  denominations  at  the  Marriott  Ho- 
tel for  a  morning  of  prayer  and  scrip- 
ture reading.  And  at  St.  Bartholo- 
mew's Church  in  New  York  City,  the 
Byzantine-style  stone  chapel  sur- 
rounded on  Park  Avenue  by  the  corpo- 
rate headquarters  of  Colgate-Palm- 
olive, ITT  and  Manufacturers  Hano- 
ver Trust,  Reverend  Thomas  Bowers 
faces  a  pleasant  problem:  He  doesn't 
have  enough  trained  leaders  to  meet 
the  demand  for  Bible  study. 

Is  religious  commitment  unusually 
strong  in  today's  executive  suites? 
Unmistakably  so,  according  to  a 
Forbes  survey  of  the  leaders  of  the 
nation's  100  largest  corporations — 
more  so  than  in  the  general  popula- 
tion. Forbes  asked  each  corporate 
ef  to  state  his  religious  preference 
and  how  observant  he  was.  It  can  be  a 
sensitive  question,  of  course,  and 


some  balked,  but  most  called  religion 
an  important  influence  in  their  lives. 
Of  our  respondents,  65%  said  that 
they  and  their  families  regularly  at- 
tend church  or  synagogue.  The  atten- 
dance figure  for  the  overall  U.S.  popu- 
lation is  only  about  40%. 

Among  the  100  executives  in  our 
survey  are  a  Sunday  school  teacher 
(Hays  T.  Watkins  of  CSX),  a  Baptist 
minister's  son  (Lennie  S.  Skaggs  of 
American  Stores)  and  a  former  semi- 
narian honored  by  the  Pope  (Edward 
L.  Hennessy  Jr.  of  Allied-Signal).  Un- 
til recently  Laurence  A.  Tisch  of 
Loews  Corp.  and  CBS  regularly 
brought  a  rabbi  to  his  office  to  study 
Talmud.  Says  the  Reverend  Bowers 
of  St.  Bartholomew's,  whose  congre- 
gants include  book  publisher  Charles 
Scribner,  Bankers  Trust  Co.  President 
Charles  S.  Sanford  Jr.  and  American 
Diversified  Enterprises  President 
Marc  Haas,  "I  see  more  people  inter- 
ested in  the  Church  than  in  a  long 
time.  Executives  are  coming  in  at  6:30 
in  the  morning  to  study  the  Bible." 

Church  contributions  reflect  that 
involvement.  "In  this  church  it  used 
to  be  thought  terrible  if  you  men- 
tioned money  from  the  pulpit,"  says 
Reverend  Bowers.  "Now  people  are 
taking  the  idea  of  sacrificial  giving 
very  seriously." 

Corporate  chiefs  active  in  religious 
charities,  communities  and  causes  in- 
clude J.  Peter  Grace,  chairman  of  W.R. 
Grace  &  Co.,  who  is  also  president  of 
a  branch  of  the  Knights  of  Malta,  a  lay 
Catholic  order  dating  back  to  the  mid- 
11th  century.  Today  it  supplies  food 


and  medicine  to  poor  people  arc 
the  world.  Robert  D.  Kennedy,  c 
man  of  Union  Carbide,  sits  on 
Board  of  the  Foreign  Parishes  oi 
Episcopal  Church  in  Europe.  Dav 
Kearns,  chairman  of  Xerox,  has  se 
on  numerous  lay  councils  of  the  ] 
copal  Church.  John  F.  McGillicu 
who  heads  Manufacturers  Han 
Trust,  is  on  the  executive  comm 
of  the  Cardinal's  Committee  ol 
Laity,  while  Allen  Jacobson,  c 
man  of  3M  Corp.,  is  a  trustee  o 
place  of  worship. 

Thomas  Macioce,  chairman 
chief  executive  of  Allied  Stores  C 
(and  now  chairman  of  Canada-b 
Campeau  Corp.,  Allied's  new  ow 
is  a  trustee  of  St.  John's  Universi 
New  York  and  a  recipient  of  the 
dinal  Cooke  Inner-City  Award, 
win  Miller,  former  chairman  of  C 
mins  Engine  Co.,  is  a  member  of 
ciples  of  Christ  and  served 
president  of  the  National  Counc 


tning  prayer  at  the  twenty-third  annual 
xnagement  is  saying,  'Look,  I  need. 


Chicagoland  Leadership  Prayer  Breakfast 
help  .  .  .  I  need  some  faith.'  " 


arches.  He  is  also  a  recipient  of  an 
ird  given  annually  by  General 
ctric  and  an  organization  called 
igion  in  American  Life,  for  a  "cap- 
1  of  industry  who  expresses  his  re- 
ous  faith  through  public  service." 

Willard  (Bill)  Marriott  Jr.,  chief 
cutive  of  the  Marriott  hotel  chain, 
.  deeply  committed  Mormon  who 
nds  up  to  20  hours  per  week  run- 
g  the  Washington,  D.C.  stake 
inch)  of  the  Church  of  Jesus  Christ 
.atter-day  Saints. 

>  it  surprising  that  these  people 

0  deal  with  mammon  in  their 
rking  life  should  turn  to  spiritual 
tters  in  their  spare  time?  Harvard 
iness  school  Professor  D.  Quinn 
lis  says  it  is  not:  "Businessmen  are 
nfortable  with  big  institutions.  I 
nk  they  think  religious  participa- 

1  is  part  of  their  leadership  role, 
st  of  them  have  stable  marriages, 
nds  and  families  in  the  communi- 
ind  feel  that  religion  is  an  impor- 


tant part  of  that."  Mills  also  points 
out  that  top  executives  tend  to  be  in 
their  late  50s,  60s  and  70s,  an  obser- 
vant generation. 

Patrick  O'Malley,  chairman  emeri- 
tus of  Chicago's  Canteen  Corp.  and  a 
trustee  of  Holy  Name  Cathedral,  has  a 


different  explanation  of 
why  top  business  people 
turn  to  religion:  "With  all 
of  the  raiding  that's  going 
on,  the  reduction  of  the 
second  level  of  manage- 
ment, I  think  management 
itself  is  beginning  to  say, 
'Look,  I  need  help  from 
somewhere  else.  I  need 
some  faith.'  Some  of  them 
are  developing  a  belief  that 
maybe  if  we  ask  for  some 
guidance  to  face  these  chal- 
lenges, we'll  get  it." 

In  spite  of  what  Forbes 
found  about  the  religious 
commitment  of  business 
leaders,  some  people  com- 
plain there  is  too  little 
spiritual  awareness  in  cor- 
porate America.  Says 
W.A.  Criswell,  pastor  at 
the  First  Baptist  Church 
of  Dallas,  "The  actual 
horse  truth  is  that  we  live 
in  a  secular  society  and 
the  mind-set  of  our  people 
is  almost  100%  material- 
istic. We  judge  things  by 
material  standards:  pros- 
perity, profits,  success.  As 
I  look  at  the  commercial 
world,  it  seems  to  me  that 
religion  is  far  down  the 
line  in  actual  priority." 

J.  Peter  Grace  agrees: 
"You  call  all  these  take- 
overs going  on  today  'reli- 
gious'? There  is  no 
thought  given  to  people's 
security,  their  families, 
length  of  service,  the  loy- 
alty they  show.  I  think  the 
whole  business  community  today  in 
the  U.S.  is  more  heartless  and  less 
caring  than  it  was  when  I  first  went  to 
work." 

But,  as  the  Forbes  survey  shows, 
that  indictment  by  no  means  applies 
to  the  top  people  in  corporate  life.  ■ 


Where  they  worship 


Presbyterians  and  Episcopalians 
were  represented  in  this  elite 
group  in  far  greater  proportion  than 
their  representation  in  the  popula- 
tion. Presbyterians,  who  constitute 
only  2%  of  the  U.S.  population, 
made  up  25%  of  survey  respon- 
dents. Episcopalians,  numbering 
3%  of  the  population,  made  up 
19%  of  respondents.  By  contrast, 
Baptists  and  Methodists  were  un- 
derrepresented  among  top  execu- 


tives. Baptists,  20%  of  the  popula- 
tion, accounted  for  6%  of  survey 
respondents;  Methodists,  9%  of 
the  population,  accounted  for  un- 
der 8%.  Jews  were  represented 
among  chief  executives  in  propor- 
tion to  their  presence  in  the  popu- 
lation: under  2%.  Roman  Catho- 
lics? In  about  the  same  proportion 
as  their  representation  in  the  popu- 
lation: 28%  of  the  population,  29% 
of  the  respondents.  — B.K. 


jutsAsia 
loorstep. 


No  matter  where  you 
are  in  the  U.  S.,  we  make  it 
easy  to  get  to  Hong  Kong, 
Tokyo,  Seoul,  Manila, 
Taipei,  Osaka,  Shanghai, 
Guam  or  Okinawa. 

We  offer  you  hassle- 
free,  one-airline  service  to 
Asia  from  over  200  cities. 

With  nonstops  from 
New  York,  Chicago,  Seattle, 
San  Francisco,  Los  Angeles 
and  Honolulu. 

And  we'll  fly  you  to  Asia 
in  nothing  short  of  wide- 
cabin  747  comfort. 

With  40  years  of 
transpacific  experience,  we 
make  distant  lands  seem  a 
lot  closer. 

Call  your  travel  agent 
or  Northwest  at  (800) 
447-4747  for  international 


fit  t'« 


reservations. 
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The  increase  in  the  capital  gains  tax  rates  has  lots  of 
sir.        -:i  investors  puzzling  over  their  year-end  tax 
And  it  should. 

Time  to  cash  in? 


SHOULD  YOU  SELL  Stocks  now 
where  you  have  substantial  prof- 
its, pay  the  lower  capital  gains  tax  and 
repurchase  the  stocks  or  funds?  Or  is 
it  better  to  hold  on,  continuing  to 
postpone  your  date  with  the  taxman? 

The  question  comes  up  again  and 
again,  and  the  answer  is  always  the 
same:  It  depends. 

Basically,  there  are  four  important 
variables:  your  tax  bracket,  the 
amount  of  gain  you  have,  the  further 
appreciation  you  anticipate,  and 
transaction  costs  (see  table).  Maria 
Crawford  Scott,  writing  in  the  Journal 
of  t/?e  American  Association  of  Individual 
Investors,  offers  these  generalizations 
about  realizing  or  postponing  gains: 

•  Lower-income  investors  are  the 
most  hurt  by  the  new  rates.  They 
have  better  reason  to  sell  now  and 
reinvest  the  remainder. 

•  The  higher  the  assumed  future 
growth  rate  of  the  stock  or  fund,  the 
more  reason  to  hang  on  to  the  invest- 


and  repurchase,  you  will  end  up  with 
fewer  shares,  because  of  taxes  and 
transaction  costs.  Should  a  stock  dou- 
ble next  year,  you'll  be  unhappy  if  you 
own  fewer  shares. 

Let's  look  at  some  examples.  Sup- 
pose you  bought  1,000  shares  of  Info- 
systemic  Fiberchips  at  S25  years  ago. 
It's  now  trading  at  $75  a  share.  You 
still  think  the  stock  has  legs — good 
prospects,  say,  of  15%  annual  appreci- 
ation. A  look  at  the  table  indicates 
that  if  a  high-bracket  investor  holds 
on,  instead  of  paying  the  20%  capital 
gains  rate  now  and  reinvesting  the 
proceeds  in  the  same  stock,  he  will  be 
ahead  of  the  game  after  only  2.3  years. 

Now  look  at  the  other  end  of  the 
spectrum.  Suppose  you  are  starting 
out,  earning  S35,000  a  year,  and  have 
a  nice  100%  gain  in  the  no-load  Fool- 
proof Fund.  You  expect  its  manage- 
ment to  average  20%  annual  apprecia- 
tion in  the  years  ahead.  A  look  at  the 
table  shows  that  you'll  have  to  hold 


game,  instead  of  cashing  in  now, 
ing  the  tax  and  reinvesting. 

The  above  figures  assume  thert 
no  state  or  local  taxes  to  pay.  If 
live  in  a  high-tax  state  like  New 
paying  the  tax  will  cost  you  o) 
more  and  further  reduce  the  am< 
you  will  have  to  reinvest. 

Here  are  some  other  factors  to 
in  mind  before  you  make  your  ; 
sion  to  sell  or  hold: 

•  Don't  expect  the  market  t« 
into  a  tailspin  at  year-end  becaui 
capital  gains  selling.  First  of  all,  it 
still  make  sense  for  many  investoi 
hold  on  to  their  big  gainers.  Secoc 
is  still  basically  an  institutional  i 
ket  for  stocks,  and  individual  se 
is  unlikely  to  turn  the  whole  i 
ket — especially  since  many  invej 
will  be  buying  those  same  stocks 
funds  right  back  again. 

•  Watch  transaction  costs.  If 
don't  use  a  discount  broker,  the  o 
missions  and  other  costs  can  a 
amount  to  2%  or  3%  of  the  valu 
your  investment. 

And  here's  the  final  lt-all-dep 
factor:  Tinkering  with  tax  law 
practically  an  annual  exercise 
Congress.  The  capital  gains  rate  c 
go  up  in  the  future  or  it  couli 
down.  If  it  goes  down,  you  wi| 
better  off  to  hold  and  wait.  If 
think  the  tax  is  going  up,  that  tip 
balance  toward  taking  profits 
year.  — W.G.F. 


Number  of  years  to  break  even 

(for  three  current  income  levels*) 

The  break-even  number  of  years  is  the  minimum  num- 
ber of  years  needed  to  hold  on  to  an  investment  in  order 
to  overcome  the  higher  tax  rate.  The  lower  the  figure,  the 

greater  the  incentive  to  hold  and  defer  the  tax.  Note 
effect  of  transaction  costs.  Reason:  They  are  based  on 
value  of  total  investment;  taxes  are  payable  only  on  ga 

25%  appreciation  to  date 

50%  appreciation  to  date 
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100%  appreciation  to  date 

200%  appreciation  to  date 

Future 
annual 
-ippreciationt 

— S35.000— 

0%  1% 
T.C.  T.C. 
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0%  1% 
T.C.  T.C. 
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T.C.  T.C. 
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"Assuming  married,  filing  jointly. 

tDoes  not  include  dividends 

'  C.  One-way  transaclio 

i  costs  as  a  %  of  sales  proceeds 

Source  American  Association  of  Indhidual  Inivsk 
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Please  enter  additional  gifts  on  separate  sheet  and  enclose  with  order. 


Park  cy  car  on  a  city  street  and  there's  a  good 

cha       your  fancy  radio  will  be  missing  when  you 

ret       What's  the  best  defense? 

Sound  decisions 


By  John  R.  Hayes 

Having  an  expensive  sound  sys- 
tem in  your  car  is  risky  in  any 
metropolitan  area  these  days.  One 
hapless  New  Yorker  reports  having 
lost  seven  radios  in  the  past  ten  years. 
But  no  matter  where  you  live,  radio 
theft  is  rampant.  How  can 
you  best  protect  against 
these  ripoffs? 

One  simple  defense  is 
not  to  own  a  car  popular 
with  thieves.  Police  and 


Box  that  lets  you  remove  your  stereo 
system  from  the  car.  Among  the  mod- 
els you'll  now  find  at  your  auto  supply 
store  or  stereo  dealer  are  Stereo  Shut- 
tle, Unibox  and  Watchdog.  Installed 
with  your  existing  radio,  the  frame 
will  run  only  about  S100.  Some  mod- 
els have  built-in  battery  packs  to  save 


you  can  then  stick  a  no  radio  si 
your  window. 

Of  course  all  this  radio  theft  hi 
gone  unnoticed  by  automakers, 
they  have  taken  some  sophistic 
steps  to  thwart  thieves — perhapj 
sophisticated.  The  so-called  se\ 
struct  radio  first  appeared  in  al 
1985  model  foreign  cars.  BMW 
example,  offers  a  radio  that  v 
work  if  it  is  ripped  out  of  the  c 
board;  it  can  only  be  reactivate 
punching  in  a  five-digit  nui 
known  only  to  its  owner.  Thus  i 
little  or  no  resale  value  to  the  th 

"That's  a  great  idea,  except  th 
radio  thief  doesn't  know  about  it 
after  it's  already  stolen,"  points  o 
Friedman,  car  stereo  buyer  for  C 
Eddie.  For  double  protection,  Saa 


fers  on  all  its  1987  models  a  buii 
removable  model  that  will  not  wo 
•it  is  stolen  from  the  car. 

Don't  expect  to  see  these  optior 
all  new-car  showrooms.  Few  dor 
tic  car  manufacturers  offer  them, 
big  problem,  though.  Many  dea 
will  install  a  frame  for  you;  if 
dealer  won't,  you  can  almost  cert 
ly  get  a  car  radio  dealer  who  \ 
Alternatively,  you  can  order  your 
without  a  radio  and  have  a  pull 
model  installed  elsewhere. 


insurance  companies  say 
Porsches,  Audis,  BMWs, 
Mercedes  and  Volks- 
wagens are  the  most  like- 
ly to  get  hit.  But  any  car 
with  a  fancy  radio  is  fair 
game. 

How  about  auto 
alarms?  Don't  count  on 
them,  says  Captain  Ray- 
mond Hanratty  of  the 
New  York  City  Police 
Auto  Crime  Division.  He 
says  most  thieves  can  get 
in  and  out  of  a  car,  radio  in 
hand,  in  two  or  three  min- 
utes. A  talented  crook 
will  be  out  the  door  before 
the  alarm  goes  off — less 
than  15  seconds  in  some 
cases.  "If  the  thief  knows 
what  he's  doing,  it's  easier 
than  taking  a  slice  of  toast 
out  of  a  machine,"  says 
Mike  Cody  of  AT  Auto 
Stereo  in  New  York. 

That's  if  you're  lueky 
and  are  hit  by  a  pro.  An 
inexperienced  thief  will 
smash  your  side  window  and  go  at  the 
dashboard  with  a  crowbar.  Says  Len- 
nart  Lonnegren  of  Saab-Scania,  "They 
can  totally  wreck  the  car  just  to  get 
the  radio  out.  I've  seen  bills  for  over 
$3,000  tor  a  simple  radio  theft.  At  one 
point  there  was  even  talk  about  put- 
ting a  sign  on  the  dashboard  with  de- 
tailed instructions  on  how  to  remove 
the  radio." 

How  about  taking  your  system 
with  you?  In  1981  the  Italian  manu- 
!  ac  turer  Bensi  started  exporting  a  two- 
piece  sliding  frame  called  the  Bensi 


BMW  325es  with  standard  radio  and  dealer-installed  Bensi  Box 
NO  RADIO  probably  means  the  owner  took  it  with  him. 


Arthur  Sirdol 


you  the  trouble  of  resetting  your  clock 
and  favorite  stations.  In  1981  Ken- 
wood introduced  a  built-in  removable 
radio  that  didn't  require  a  separate 
frame.  Kenwood  now  has  four  models 
that  list  between  $399  and  $659. 

But  what  about  the  gap  in  the  dash 
where  the  radio  usually  goes?  Some 
thieves  will  assume  you've  removed 
the  radio  and  locked  it  in  your  trunk 
and  proceed  to  break  that  open.  To 
avoid  this  you  may  want  to  shop  for  a 
phony  dashboard  panel  that  covers 
the  gaping  hole.  For  added  protection, 


THE  WORLDS 
vlQST  SOPHISTICATED 

CAMERA 

The  Professional  Maxxum  9000  is  a  historic  advance.  No  camera  system  was  ever  so  uniquely 
d  to  the  sophisticated  needs  of  the  professional  and  serious  amateur  photographer. 

Maxxum  is  the  world's  fastest  professional  camera.  With  real  time  continuous  autofocus  to  zero  in 
jbjects  faster  than  ever  before.  It's  the  only  SLR  that  combines  l/4000th  second  shutter  speed 
:  an  optional  5  fps  motordrive.  It  even  achieves  X-synch  flash 
ds  of  17250th  of  a  second! 

The  Professional  Maxxum  offers  you  a  choice 
eractive  control  backs,  3  superior  flash 
;  and  the  versatility  of  15  interchange- 


autofocus  lenses,  with  more 
feme. 

Only  this  Maxxum  provides 
)  a  comprehensive  array  of  the 
fjres  your  photography 
ands:  spot/average  metering; 
highlight/shadow  biasing; 
fS  with  program  shift;  multi- 
e  exposure  control;  autofocus 
flash  control;  rugged  die  cast 
L'linum  body;  multiple  exposure 
liability;  electronic  depth  of  field 
feiew;  and  optionally:  focus  priority 
[iter  release;  100  exposure  film 
ik;  wireless  data  transfer;  auto- 
jiketing;  multi-spot  metering;  and 
Hist  goes  on. 

No  matter  how  professional 
l|  current  photography  is,  you  can 
Ifeve  new  levels  of  sophistication 
I  the  Professional  Maxxum. 


iat  the  valuable  Minolta  U  S  A.  2-year  camera/5-year  lens  limited 
dsare  packaged  with  your  products.  For  more  information,  see 
dealer  or  write:  Minolta  Corporation,  Oept  MX  9, 101  Williams  Drive, 
.  07446  In  Canada  Minolta  Canada.  Inc.,  Ontario. 
)lta  Corporation 
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Careers 


o  many  mergers  and  restructurings  afoot,  chief 
ial  officers  are  increasingly  becoming  worth 

their  weight  in  gold. 

CFOs  finally 
get  some  respect 


By  Kathleen  K.  Wiegner 

T|  he  traditional  perception  of 
the  chief  financial  officer — the 
one  in  green  eyeshades,  some- 
one who  was  introverted,  who 
worked  on  the  books  and  presented 
them  to  managers  who  then  did 
things  with  them — is  clearly  out  the 
window,"  says  P.  Anthony  Price,  a 
managing  director  with  Russell  Reyn- 
olds Associates,  Inc. 

Price  knows  whereof  he  speaks.  In 
the  last  two  years  his  ex- 
ecutive search  firm  has 
done  more  than  300 
searches  for  top  financial 
officers,  possibly  more 
than  any  other  recruiter. 

So  Forbes  stopped  by 
Price's  high-rise  offices  in 
San  Francisco's  financial 
district  to  find  out  what  it 
takes  to  make  it  as  a  top 
financial  officer  these  days  and  how 
the  role  of  the  CFO  has  changed  in 
recent  years. 

According  to  Price,  the  green  eye- 
shades  have  clearly  given  way  to 
Brioni  suits,  Turnbull  &  Asser  shirts, 
Hermes  ties  and  Rolex  watches.  A 
foreign  language  or  two  and  a  know- 
ing way  with  intricate  interest  rate 
swaps  read  better  on  the  resume  than 
years  at  a  Big  Eight  accounting  firm. 

"Our  clients  are  askmg  us  to  find  a 
much  broader  person,  one  who  not 
only  has  good  skills  in  the  elements  of 
the  job,  but  one  with  much  greater 
managerial  and  leadership  skills," 
says  Price.  "This  job  is  viewed  as 
more  important  in  major  transac- 
tions, mergers,  acquisitions  and  take- 
over defenses  than  was  true  in  the 
past.  A  few  years  ago  control  was  at 
the  forefront  of  specifications.  Now 
our  clients  want  someone  who  not 
only  knows  Wall  Street  but  under- 
stands the  European  money  centers 
and,  increasingly,  Japan." 

As  one  example,  Price  points  to 
Charles  R.  Lee,  who  was  placed  as 
chief  financial  officer  at  GTE  Corp. 


over  two  years  ago.  He  has  been  be- 
hind the  scenes  of  some  of  the  more 
creative  financings  in  recent  years. 
While  CFO  at  Columbia  Pictures,  he 
helped  stitch  together  complex  mov- 
iemaking deals,  then  was  immersed 
in  the  sale  of  the  company  to  Coca- 
Cola.  Prior  to  that  he  had  spent  nine 
years  at  Perm  Central,  where  he 
played  a  key  role  in  its  turnaround.  In 
addition,  he  had  spent  time  in  Europe, 
where  he  worked  for  then  U.S.  Steel. 
That  diversity  of  experience  came  in 


handy  at  GTE  with  major  transac- 
tions like  that  company's  formation 
of  US  Sprint  last  July  and  in  the  firm's 
current  takeover  defenses. 

"Lee  has  good  rapport  with  share- 
holders and  the  investment  commu- 
nity, and  the  managerial  skills  to  go 
beyond  the  CFO  job,"  says  Price. 

Increasingly,  he  says,  clients  are 
asking  him  to  find  someone  who 
could  move  up  to  chief  operating  offi- 
cer or  even  chief  executive  officer.  In 
the  past,  the  CFO  at  a  company  might 
have  been  a  Young  Turk,  not  neces- 
sarily strong  in  finance.  Doing  time  in 
the  finance  function  was  a  way  sta- 
tion, part  of  his  rounding  out. 

No  longer.  "For  many  organiza- 
tions," says  Price,  "the  search  for  a 
CFO  is  the  highest  outside  recruit- 
ment they've  ever  done.  So  they  say, 
'If  we  have  to  go  outside,  let's  get 
someone  who  can  not  only  provide 
the  financial  leadership  we  need  but 
also  give  us  a  potential  chief  execu- 
tive, give  us  more  bench  strength." 

With  the  rise  in  status  has  also 
come  a  jump  in  compensation.  A  CFO 
of  a  Forbes  500s  company  can  now 


command  over  $400,000  annual! 
from  $250,000  just  several  years 
How  does  one  train  to  become 
financial  officer?  An  advanced  c 
in  business  or  certified  publi 
counting  credentials  are  still  the 
common  educational  credits.  B 
financial  negotiations  take  on 
importance,  lawyers  are  beginm 
show  up  in  top  financial  spots,  f 
a  legal  degree  is  also  a  plus.  Acqi 
the  skills  corporations  want  in  a 
usually  means  domg  a  variety  ol 
either  at  different  companies  or 
in  the  same  corporation. 

Take  Robert  Hoffman,  recruit 
the  top  finance  job  at  Staley  Conl 
tal,  the  Chicago-based  food  proo 
and  food  service  company.  What 
Hoffman  attractive,  says  Price,  wi 
diverse  background.  He  had  been 
surer  of  W.R.  Grace's  European 
sion.  Then  he  went  to  FMC 
where  he  played  a  key  role  in  aa 
tions  in  its  restructuring.  Just  pr 
joining  Staley,  he  was  CFO  at  Cas 
Cooke,  helping  devise  antitak 
strategies.  (The  firm  was  final] 
quired  after  Hoffman  left.) 

Robert  J.  Lambru 
nior  vice  president 
CFO  at  Baxter  Trai 
was  another  Ri 
Reynolds  find.  He 
spent  his  entire  care 
steelmaker  Armco,  b 
various  capacities, 
spent  five  years  m  Eu 
part  of  the  time  as  I 
nancial  officer  for 
co's  subsidiary  in  Spain.  A  gradiu 
the  Thunderbird  School,  he 
good  background  in  internal 
trade  and  foreign  languages. 

As  Armco  went  through  a 
diversification  in  the  late  1970s, 
bnx  was  involved  in  both  acquisi 
and  financing.  Those  skills  can 
handy  right  away.  "At  Baxter  he 
involved  with  the  merger  ber 
Baxter  and  American  Hospital  Si 
m  November  1985,"  says  Price, 
pital  Corp.  of  America  had  made 
for  American  Hospital  Supply, 
lot  of  investment  bankers  the 
Baxter  couldn't  pull  off  the  finan 
But  Lambnx  did  it.   A  cond 
couldn't  have  done  that." 

Price  says  he  is  also  looking  a 
ferent  sources,  like  investment  t 
ing  and  commercial  banking,  fo 
skills  his  clients  want.  "I've  be< 
this  business  over  eight  years, 
says,  "and  the  demand  for  fina 
talent  is  the  highest  I've  seen.  Mc 
the  top  100  industrial  companies 
gone  outside  to  recruit  new  C 
than  at  any  time  we  can  rememb 


How  a  luxury  car 

hould  behave.  Lincoln  Mark  VII LSC 

When  it  goes,  it  goes  quickly.  Very  quickly.  With  a  0-60  acceleration 
Dt  will  make  the  most  serious  driver  smile. 

Mark  VII  LSCs  engine  is  a  5.0-liter  HO  V-8,  rated  at  200  horsepower 
id  developing  285  ft.-lbs.  of  torque.  Quite  a  mouthful.  Quite  a  hoodful. 

When  it  stops,  it  stops  quickly.  Very  quickly.  Without  the  wheels 
iking.  Without  swerving.  Without  skidding. 

Mark  VII  has  the  most  advanced  brake  system  in  the  world, 
e  Anti-Lock  Brake  System.  It  can  shorten  stopping  distance  by  up  to  40%  : 
ider  the  heaviest  braking.  And  that's  on  slick  surfaces. 

As  Cor  and  Driver  said,  if  its  peace  and  quiet  blended  with  excellent 
□dabiiity  you're  after,  look  no  further" 

ik  l/O^vl  k      Lincoln  Mark  VII  LSC.  The  spirit  and  credentials  of  a 
I  NjvJl^/LI  N    sports  coupe.  And  all  the  luxury  of  a  Lincoln. 

What  a  luxury  car 
hould  be.  1 
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B'ill  us 


~  


more  information  call  1  800  822-9292. 

We  up-together  we  can  save  //ves. 

□In-Mercury  Division  C35>*(^> 


Faces 

Behind  the  Figures 


Kdited  by  Gary  Slutsker 


WNJU  President  Carlos  Barba 
"We  couldn't  keep  fighting  alone  in  our  little  boat. 


Saul  Steinberg,  habla  espanol? 


WNJU  had  been  established  as 
New  York's  top  Spanish-lan- 
guage television  station  for  over  a  de- 
cade, but  its  president,  Carlos  Barba, 
was  nervous.  "We  couldn't  keep  fight- 
ing alone  in  our  little  boat,"  he  says. 
"We  needed  a  buyer  who  had  other 
interests  in  the  Spanish  market." 

In  October  he  found  one:  Saul  Stein- 
berg's Reliance  Capital  Group,  which 
owns  Spanish  stations  in  Los  Angeles, 
Miami  and  Puerto  Rico.  Reliance 
agreed  to  purchase  WNJU  from  Nor- 
man Lear  and  partners  for  $75  million 
($60  million  cash  plus  $15  million  in 
preferred  notes).  If  the  Federal  Com- 
munications Commission  approves 
the  sale,  Barba  can  breathe  easy.  Econ- 
omies of  scale  will  cut  programming 
costs,  since  they  will  be  spread 
throughout  the  Reliance  stations. 
Even  better,  his  5%  stake  in  WNJU 
will  net  him  nearly  $4  million. 

Barba,  51,  born  in  Cuba,  began  as  an 
actor  and  writer.  By  the  time  he  got  to 
Puerto  Rico  in  1968,  he  had  migrated 


into  sales.  He  came  to  the  U.S.  a  year 
later  to  revive  the  languishing  WNJU, 
then  part  of  Columbia  Pictures  (Lear 
and  company  bought  it  in  1979  for  $5 
million).  "Within  three  years  we  were 
number  one — a  fixture  in  the  Hispan- 
ic community,"  Barba  boasts. 

WNJU  isn't  Barba's  only  involve- 
ment with  the  Hispanic  market.  In 
1984  Barba  brought  $1.7  million  into 
another  Lear-owned  partnership  by 
promoting  the  Puerto  Rican  pop 
group  Menudo,  which  played  31  sold- 
out  dates  at  Radio  City  Music  Hall. 
He  is  also  the  U.S.  promoter  for  a  host 
of  other  Latin  recording  stars. 

Now  Barba  has  crossover  dreams. 
"Let's  say  I  put  English  subtitles  on 
this  show,"  says  Barba,  pointing  to  a 
steamy  scene  from  his  soap  opera,  El 
Sol  Sale  Para  Todos  (The  Sun  Shines  for 
Everyone),  "then  I  put  it  against  the 
local  news  clutter  at  6  o'clock."  He 
puffs  out  his  chest  and  grins.  "Watch 
if  I  don't  steal  a  couple  of  rating 
points."— Stuart  Flack 


Smart  sailing 

When  Henry  Racamais  took 
his  wife's  132-year-old  fail 
owned  Parisian  luggage  company| 
years  ago,  he  wanted  to  go  global 
its  continental  chic.  Since  then  I 
mais  has  put  Louis  Vuitton  Mall 
on  the  New  York  Stock  Exchang^ 
the  French  Bourse  and  expanded 
ton's  retail  outlets  from  2  in  Pal 
nearly  80  worldwide.  He  just 
nounced  a  stock  swap  for  Veuva 
quot.  That  gives  Vuitton  FraJ 
fourth-largest  champagnemaker 
a  piece  of  the  designer  perfume 
ket  through  Veuve  Chquot's  9* 
stake  in  Parfums  Givenchy. 

Racamais  has  even  added  variai 
to  Vuitton's  traditional  brown 
natural  leather  design.  The  fi 
crafted    suitcases    (price:  $45( 
$1,100  for  a  26-inch  suitcase 
handbags  now  come  in  bright  C4 
and  canvas  as  well.  All  these 
tions  have  been  good  for  business 
der  the  Racamais  reign  sales 
grown  roughly  40%  a  year,  to 
million  in  1985  and  an  estin 
$250  million  in  1986. 

Says  Racamais,  74,  who  sole 
steel  and  alloy  company  to  Ge 
ny's  Thyssen  in  1975:  "Steel  i 
international  business.  Louis  Vui 
which  was  founded  on  traditior 
mained  a  little  too  closed.  I  gave 
organization  a  wider  view." 

As  part  of  his  bid  for  world  recfl 
tion,  Racamais  put  up  $3  million 
sponsor  of  the  America's  Cup. 


Louts  Vuitton  chief  Henry  Racamais 
Going  global  with  continental  c 


RIGHT  NOW,  YOU  COULD  BE  USING  THE 
\  'ORLD'S  MOST  ADVANCED  COMMUNICATIONS  SERVICES. 


mighly  sophisticated  and  versatile  com- 
njjnications  network  is  ready  right  now  to 
lip  you  transmit  Information  like  never 
:  fore.  At  far  faster  speeds.  In  far  greater 
>|ume.  And  with  far  better  efficiency. 

Responding  to  your  needs,  this  network 
r is  been  created  by  the  companies  of 
I  neritech  to  provide  your  business  with  a 
I  :wing  variety  of  digital  network  services. 
(•Jgh  speed,  high  capacity  extremely 
?curate  services.  With  the  flexibility  to 
r  pet  your  changing  and  growing  business 
immunications  needs. 

!\X/hich  services  are  best  for  you?  Not 
: fly  today  but  in  the  future?  Call  on  the 
'  leritech  Bell  companies  of  Illinois,  Indiana, 


Michigan,  Ohio  and  Wisconsin.  Our  people 
know  your  area  and  your  specific  business 
and  can  provide  the  service  you  need. 
They're  able  to  use  the  vast  resources  of 
the  companies  of  Ameritech  to  develop 
the  most  effective  solutions  for  your 
voice  and  data  requirements. 

For  all  the  many  ways  our  network  can 
help  you  communicate,  contact  any  of  our 
Ameritech  Bell  companies.  Or  phone  us: 
1  800  562-2444. 


ssmEiiiTECH 


AMERICAN  INFORMATION  TECHNOLOGIES 


Helping  you  communicate, 


he  companies  of  Ameritech  Illinois  Bell  Indiana  Bell  Michigan  Bell  Ohio  Bell  Wisconsin  Bell  Ameritech  Communications 
ntech  Mobile  Communications  Applied  Data  Research  Ameritech  Credit  Ameritech  Development  Ameritech  Publishing 


(01986  Ameritech 


International  American  Homes  Chairman  Robert  Winnerman 
"I've  had  my  retirement." 


Faces 

Behind  the  Figures 


money  went  to  the  Italian  club,  Costa 
Smeralda,  which  is  organizing  the 
races  for  the  syndicates  challenging 
the  defending  Australians.  The  award: 
a  "Louis  Vuitton"  cup. 

Racamais'  top  rival,  Gucci,  spon- 
sored an  Italian  syndicate  that  entered 
a  boat  in  the  challenge  races.  But,  at 
least  on  the  water,  Racamais  appears 
to  have  beaten  Gucci.  The  Italian  boat 
is  given  slim  odds  of  picking  up  the 
Vuitton  cup. — Gail  Buch alter 


"I've  had  my  retirement" 

In  1969  Robert  Winnerman  merged 
his  own  company  with  two  others, 
issued  SI  1.7  million  in  stock  and 
formed  what  became  the  biggest  and 
most  successful  U.S.  home  builder.  But 
when  he  *old  his  4%  stake  in  U.S. 
Home  for  about  $10  million  and 
stepped  down  in  1973  to  pursue  other 
interests,  Winnerman  eventually 
found  his  life  of  leisure  more  than  he 
couldbear.  Now,  at  65,  he's  back  with  a 
new  home  builder  startup,  New  Jersey- 
based  International  American  Homes. 

LAH  is  using  the  same  growth-by- 
acquisition  strategy  that  turned  U.S. 
Home  into  a  S361  million  giant  in  his 
four  years  at  the  helm.  Although  LAH 
is  still  short  of  the  21  buys  Winner- 


man  made  at  U.S.  Home,  over  the  last 
20  months  he  has  picked  up  acquisi- 
tions based  in  Houston,  Tampa  and 
Washington,  D.C.  Where's  his  money 
coming  from  now?  Two  purchases 
were  made  with  LAH  shares,  which  he 
took  public  last  year,  the  third  with 
borrowings  paid  off  largely  by  a  SI 2.8 
million  stock  offering  in  September. 
IAH  is  now  in  ten  markets,  netting 
S2.5  million  on  annual  sales  of  SI  15 
million.  "I  want  volume  to  reach  SI 
billion,  with  commensurate  profits, 
within  three  years,"  says  Winnerman. 

Is  he  dreaming?  Maybe  not.  He  has 
winnowed  500  potential  acquisitions 
down  to  50  companies  with  at  least 
S25  million  in  sales  and  profitable 
records.  More  keep  calling,  he  says, 
drawn  by  his  reputation  and  his  plan 
to  buy  for  cash  and  stock. 

"I've  got  sljpilkes  [Yiddish  for  ants  in 
the  pants),"  he  says.  Another  retire- 
ment? "I've  had  my  retirement,"  says 
Winnerman.  "As  long  as  I  am  capable 
of  doing  this,  I  will." — Alyssa  A.  Lappen 


So  long,  Citizen  Kane 

Private  companies  rarely  spend . 
hundreds  of  thousands  of  dollars 
on  corporate  image  ad  campaigns. 
With  no  stock  to  hype,  why  bother? 
But  over  the  last  couple  of  months, 
media  giant  ($1.5  billion  estimated 
1985  revenuesl  Hearst  Corp.  has 
splashed  the  smiling  faces  of  employ- 
ees across  the  pages  oiAdAge,  the  Wall 
Street  Journal  and  the  New  York  Times. 

"In  a  lot  of  people's  minds  Hearst  is 
still  Citizen  Kane,"  says  Bruce  Thorp, 


an  analyst  with  Lynch,  Jones  B| 
in  Washington  D.C.  Image  mi 
when  you're  in  the  market  for  aq 
tions,  as  Hearst  President  Frank 
nack  is.  Since  1980  he  has  spent! 
than  SI  billion  for,  among 
things,  three  daily  newspapers 
Boston  television  station.  "Berj 
wants  to  insure  the  guy  selling  ai 
TV  station  or  newspaper  doesnl 
he  is  selling  out  to  a  bunch  of  yj 
journalists,"  says  Thorp. 

Meanwhile,  Hearst  has  been  d) 
ing  the  laggards  in  its  newspapei 
sion.  After  selling  the  Boston  h 
American  in  1982,  Hearst  more  re 
ly  rid  itself  of  a  chain  of  soui 
California  papers.  Nor  has  Ber 
been  shy  about  shutting  down 
altogether.  In  May  he  closed  the 
more  News  American,  which  h 


Hearst  Corp.  President  Frank  Benm 
In  the  market/or  acquisitions. 


The  orchestration  of  automation. 
Northrop  and  the  U.S.  Air  Force  are  working  in  concert  on 
puter  technologies  for  the  precision  manufacturing  of  new  defense  systems. 
Achieving  high  standards  of  quality  at  significantly  reduced  cost. 


NORTHROP 

Making  advanced  technology  work 


Faces 

hind  the  Figures 


had  owned  since  1923. 

Could  it  be  that  the  cleanup  and  the 
corporate  ads  are  part  of  a  bigger  plan 
to  take  the  company  public?  A  Hearst 
spokesman  denies  any  offering  is 
planned.  The  denial  is  credible:  The 
family  trust  that  controls  the  corpora- 
tion remains  intact  until  the  last 
member  of  the  family  who  was  alive 
when  the  trust  was  formed,  in  the 
1950s,  dies — which  should  be  decades 
away. — Lisa  Gubernick 


Giorgio  Armani, 
Made  in  the  U.S.A. 

Guido  Petruzzi  pads  barefoot  to  the 
door  of  his  stylish  New  York 
City  apartment.  "Sorry,"  he  says, 
"but  I'm  rushing  for  a  plane."  Pe- 
truzzi, 52,  has  been  running  hard 
these  days  between  Turin,  Italy  and 
New  York  City.  His  company,  GFT 
|USAI  Corp.,  will  do  about  S90  mil- 
lion this  year  marketing  men's  and 
women's  fashions  by  such  top  cloth- 
ing designers  as  Giorgio  Armani,  Un- 
garo  and  Valentino.  The  actual  gar- 
ments are  supplied  by  Gruppo  Finan- 
ziano  Tessile,  SpA,  the  century-old, 
privately  held  Italian  parent  of  Petruz- 
zi's  operation. 

"Six  years  ago,  when  we  started  m 
America,  it  was  not  so  easy,"  says 
Petruzzi.  "Now  the  younger  genera- 
tion of  American  business  executives 
travels  more  to  Europe,  and  they  like 
a  different  look.  There  has  been  a  big 
change  in  attitude." 

While  the  appetite  for  Italian  im- 
ports grows,  the  dollar  weakens.  A 
year  ago  the  lira  traded  at  about  2,000 
to  the  dollar.  Today  it  is  1,422.  So  the 
Armani  suit  that  cost  S650  last  fall 
now  goes  for  S900.  Petruzzi  worries 
that  even  people  who  are  willing  to 
drop  S900  on  a  suit  will  buy  fewer  at 
higher  prices. 

The  solution?  Petruzzi  is  planning 
to  move  more  deeply  into  the  U.S.  On 
the  creative  front,  the  company  in- 
tends to  invest  S2  million  over  the 
next  two  years  to  launch  a  new  Amer- 
ican designer,  Zack  Carr.  Last  month 
Petruzzi  also  signed  a  licensing  agree- 
ment for  a  men's  collection  designed 
by  another  American,  Andrew  Fezza. 
On  the  production  side,  Petruzzi  is 
even  considering  opening  a  factory 
next  year  in  the  U.S.,  using  Italian 


Guido  Petruzzi.  Ixad  of  GIT  (I  SA)  Corp 
Making  a  mint  selling  Armani  to  Americans. 


technology  and  Italian  and  American 
fabrics. 

Imagine:  Giorgio  Armani,  Made  in 
the  U.S.A. — Jeffrey  A.  Trachtenberg 


One  man's  meat 

Jamie  Lowry  doesn't  like  running 
banks  but  he  does  like  fixing  them. 
For  the  last  six  years  Lowry,  44,  has 
been  a  bank  doctor,  taking  over  trou- 
bled banks  for  two  years  and  putting 
them  on  the  road  to  recovery. 

How  do  you  fix  a  bank?  First,  says 
Lowry,  mark  down  the  overvalued  as- 


Decision  Capital  s  Jamie  Lot 
How  do  you  fix  a  bank? 


sets  to  market  value.  That  dep 
the  bank's  reserves,  but  by  impn 
the  outlook  for  future  earnings 
lows  the  bank  to  raise  new  ca 
"Once  the  bank  starts  making 
ey,"  explains  Lowry,  "the  capital) 
kets  open  up,  enabling  the  ban 
bolster  its  balance  sheet."  A< 
same  time  Lowry  replaces  the  pi 
who  got  the  bank  into  the  mess  i 
first  place. 

Northern  National  Corp.,  a 
holding  company  whose  chief 
was  the  Bank  of  New  Jersey  [as 
S 1 .2  billion),  is  a  typical  Lowry  ft 
Northern  National  lost  S24  mi 
the  year  Lowry  was  hired.  Three 
later  it  boasted  record  earnings.  \ 
Lowry  arranged  a  merger  with 
zon  Bancorp  of  New  Jersey,  9 
holders  were  paid  off  at  S25  per  s 
quadruple  the  price  of  the  stock  | 
he  took  over  three  years  before. 

Of  late,  Lowry  has  grown  impa 
simply  being  a  hired  gun.  In  Ju 
and  some  colleagues  launched  < 
million  closed-end  mutual 
Decision/Capital  Fund  Inc.  (si 
trading  for  S  16.75  on  the  NYSI 
take  positions  m  troubled  banks, 
profits  presumably  come  when 
fund's  shares  in  a  revived  banl 
sold  to  a  bigger  mstitution  afte 
fix-up.  Decision/Capital's  port 
already  includes  National  Bancsl 
of  Texas,  a  moneylender  m  the  1 
of  bank  disaster  land. 

What  happens  when  there  ar 
banks  left  worth  resuscitating? 
Lowry,  taking  another  puff  of  an 
less  chain  of  cigarettes:  "We  will 
our  investors  an  opportunity  to  1 
date.  — Stanley  W.  Angrist 
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Bushman  &Wakefield. 

Business  Americas 
Real  Estate  Firm. 


Cushman  &  Wakefield  is  the  nation's  largest  firm  history,  yet  our  smaller  transactions  number  in  the  thousands. 

(Isively  serving  the  needs  of  business  in  American  real  estate.  We  combine  Wall  Street  financial  expertise  with  70  years 

I  nore  than  60  offices  are  staffed  with  professionals  who  can       of  real  estate  brokerage.  And  our  appraisal  group  is  America's 
i  from  their  in-depth  experience  to  offer  America's  business       largest  real  estate  appraiser. 

3  rs  invaluable  resources.  From  financial  and  brokerage  It's  no  wonder  our  revenue  has  multiplied  over  100  times  in 

i  j:es  to  development  consulting  to  ^^.m  ■^^■BMAIWH  A     the  last  two  decades. 

Tty  management.  ■^1  I^^Vvlffi^klw  *»f  For  all  these  reasons  and  more, 

)ushman  &  Wakefield  has  arranged  the  ^^F^^^S^2S ■■■  |  (  usnman  &  Wakefield  is  Business 

it  transactions  in  business  real  estate       W^ktCj     Fl  m    Ame"cas  rcal  cs,a,c  ''rm- 

A  ROCKEFELLER  GROUP  COMPANY 


Thurs. 


The  week  one  of  our  readers 
was  so  inspired,  he  wrote  a  song. 

A  recent  article  in 
Newsweek  on  the  convoluted 
morality  of  apartheid  led  a 
sightless  reader  to  create  a 
:.^wBE5f?Mmple  outrage. 

A  song..  x 

The  reader  was  Stevie 
Wonder.  And  the  song  is 
"It's  Wrong'^-part  of  his  new 
album,  "In  SquareTircle. 


I  actually  wrote  it,"  he  said, 
after  reading  Newsweek  in 
Braille.  It  gave  me  a  little  more 
understanding  of  what  apart- 
heid was  about." 

Newsweek 's  commitment 
is  to  present  the  news  in  a  way 
that  leads  to  a  greater  under- 
standing of  what  events  mean 
to  us.  We  not  only  tell  what 


believe  in  the  human  voice  and     More  than  any  other 


the  power  of  one-on-one. 

Our  peers  seem  to  respect 
our  viewpoint  because  they'v< 
presented  us  over  600  awards 
for  excellence  in  journalism. 


le-on-one.  news  weekly, 
eem  to  respect  To  be  unafraid  of  the  truth 

>ecause  they've  despite  all  kinds  of  pressure— 

'er  600  awards  in  this  (Jay  and  age,  that's  a 

n  journalism.  wonder. 

Newsweek  S 


Why  it  happened.  What'it  means. 


Markings  of  the  winter  forest  make  the  coyote  a  master  of  camouflage. 


The  leader  among  outdoor  magazines. 

During  a  tough  1986  selling  season, 
Field  &  Stream  amassed  a  winning  907 
advertising  pages  during  the  first  ten 
months  of  the  year;  130  pages  more  than 
Outdoor  Life  and  185  pages  more  than 
Sports  Afield. 

Ad  pages  in  first  10  months  of  1986 

Field  &  Stream  907 

Outdoor  Life  777 
Sports  Afield  722 

Field  &  Stream  is  #1  in  circulation 
and  total  audience.  And  we  deliver  more 
men  more  efficiently  than  Outdoor  Life, 
and  Sports  Afield  combined.  In  fact,  one 
ad  in  Field  &  Stream  reaches  nearly 
2/3rds  of  all  sportsmen  who  read  the 
major  outdoor  magazines — a  claim  few 
magazines  in  any  field  can  make. 


Most  efficient  among  major  mens 
magazines. 

Field  &  Stream  leads  the  major  mens 
publications  in  efficiently  reaching  the 
mass  male  market.  We  deliver  7.4  million 
men  more  efficiently  than  Time,  Newsweek 
Sports  Illustrated,  U.S.  News  &  World 
Report,  Playboy  and  Penthouse. 

Field  &  Stream.  The  authority  in  the 
outdoor  field.  A  leader  in  the  magazine 
industry  with  a  ninety  year  tradition  of 
editorial  excellence  that's  stronger  than 
ever.  Reason  after  reason  to  look  again. 
Like  our  readers,  you'll  be  impressed  by 
what  you  see. 


Field  &  Stream  is  a  CBS  Magazine. 
Source:  1986  SMRB,  ABC,  MIN  9/17/86 


The  Forbes/ Wilshire  5000  Review 


Edited  by  Steve  Kichen 


Market  Value  of  Wilshire  5000: 
$2,507.5  billion  as  of  11/7/86 


Wilshire  5000  equity  index1 

The  total  price  of  all  stocks  for 
which  daily  quotations  are 
available,  weighted  by  market  value. 


Dow  Jones 
industrial  average 

The  total  price  of  30 
blue-chip  industrial  stocks, 
adjusted  to  reflect  splits. 
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12  month  closeup 


■2750 


Wilshire  5000- 
P/E*:  17.8 


m 


— 


■2500 


■  2250 


2000 


1750 


Dow  Jones 
P/E*:  13.3  " 


'Capitalization  weighted 


■1250 


O  O  Percent  change  in  last  two  weeks. 
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x [last  correction  is  being  corrected.  It  wasn't  so  long 
;c  -Sept.  1 1 — that  the  Dow  fell  87  points.  The  causes  of 
a  :all — concerns  about  the  economy,  interest  rates,  the 
icjet  deficit  and  the  trade  deficit — have  hardly  been 
r  died.  But  passage  of  the  tax  bill  and  some  respectable 
1  -quarter  earnings  have  evidently  encouraged  inves- 
|  The  Wilshire  index  posted  a  2.8%  two-week  ad- 
a'e.  The  Dow  shows  a  two-week  gain  of  3%,  a  four- 
■  gain  of  5.2%.  This  brings  the  Dow  within  33  points 


of  its  alltime  high  of  1919,  a  mark  that  may  be  tested 
within  the  coming  weeks.  On  the  other  hand,  secondary 
issues,  particularly  those  traded  on  the  Nasdaq,  are  fur- 
ther behind.  Although  the  Nasdaq  gained  1.2%  over  the 
last  ten  trading  days,  it  still  stands  some  12.2%  off  its  July 
high  point. 

Earnings  multiples  are  again  ratcheting  upward.  The 
Dow  industrials  now  sell  at  13.3  times  latest  12-month 
earnings,  while  the  P/E  on  the  Wilshire  5000  index  is  1 7.8. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

znt  change 

5000 

5002 

industrials 

Composite 

Value  Index 

Composite 

st  4  weeks 

4.0 

4.3 

5.2 

4.3 

1.2 

2.1 

st  52  weeks 

25.0 

21.8 

34.3 

26.4 

14.5 

20.3 

Stock  performance  based  on  six  key  investor  yardsticks 


I  ent  change 


Company  size 


large 


small 


Volatility3 


high 


low 


P/E  multiple 


over  25 


under  5 


Dividend  yield 


over  7.5% 


Growth  profile4 


high 


low 


Share  price 


over  $40 


under  $4 


t  st  4  weeks 


4.8 


3.7 


8.2 


2.6 


4.4 


1.8 


2.7 


2.9 


6.1 


3.9 


3.5 


3.8 


i  st  52  weeks 


29.8 


43.1 


63.9 


31.0 


21.9 


32.9 


25.0 


40.0 


53.0 


38.4 


35.8 


27.7 


i  re  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  zBased  on  sales.  3  A 
'  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  are  more  stable.  4A  quantitative  evaluation  of  a  stock's 
'   image,  determined  by  Wilshire  Associates. 


1  All  data  for  periods  ending  1 1/7/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


T  s  and  restructurings  helped  five  big  consumer 

in  the  last  two  weeks.  Gillette  led  with  a  33%  gain, 
s  is  speculation  that  either  Unilever  or  Ronald  Perel- 
man's  Revlon  Group  will  make  an  offer  for  it.  Winn-Dixie 
Stores  rose  29%  on  takeover  rumors,  made  plausible  by 
Asher  Edelman's  recent  run  at  Lucky  Stores.  Zayre  is  up 
29%  because  of  a  stock  buyback  plan.  Nursing  home 


operator  Beverley  Enterprises  gained  28%  on  its 
October  plan  for  a  leveraged  buyout.  Zale,  with 
gain,  is  being  courted  by  Peoples  [ewellers  of  Canao 
Finance  stocks,  with  a  0.4%  gain,  underperfornn 
market.  Hardest  hit  were  insurance  stocks:  Alexan 
Alexander,  a  brokerage  and  agency  firm,  fell  19%.  ] 
&  McLennan,  the  largest  such  concern,  lost  10%. 


Percent  change  in  last  52  weeks  OO  Percent  change  in  last  two  weeks 

Consumer  durables 


Capital  goods 


Consumer  nondurables  and  sei 
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What  The  Analysts  Think 


Ford's  and  Chrysler's  1986  earnings  forecasts  were  raised 
during  the  last  two  weeks.  The  gains  were  small — 2.5% 
for  Ford  and  3.6%  for  Chrysler — but  they  helped  raise  the 


capitalization-weighted  forecast  for  consumer  durab 
0.3%.  Among  other  estimated  increases  were  Bla 
Decker,  up  8.9%,  and  Chicago  Milwaukee,  up  10.8* 


Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  es 
in  2  weeks     in  4  * 

1                   Consumer  durables 

S3. "9 

: : 

0.25% 

-* 

Utilities 

5"2S 

10." 

0.04 

HI 

3 

Consumer  nondurables 

2.10 

r.o 

-0.49 

-J 

4 

Transportation 

1.40 

2,4 

-0.6- 

T  * 

5 

Energy 

2.18 

16.1 

-0.92 

-1.' 

6 

Finance 

i  1 

3.1 5 

IU 

-0.98 

-li 

Raw  materials 

1.81 

18.3 

-1.10 

8                   Capital  goods 

: 

16- 

-1.30 

-11 

Technology 

2.46 

.5.2 

-2.63 

earnings  projections  at 
Estimate  System  ,BES 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.72 

16.2 

1986  estimates 

3.18 

13.9 

1987  estimates 

3.82 

11.6 

lsensus  estimates  from  over  2,000  security  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional 
.  Ryan,  a  New  York-based  brokerage  nrm. 


11/7/86.  Prepared  by  WUshire  Associates  Santa  Monica  Calif.:  USES,  a  service  of  Lynch,  lones  s.  Ryan  New  York. 


Three  Fabulous  Gifts 

Forbes  ■* 


as  Scrapbook  of 
nights  on  the 
i  i  ess  of  Life 

r  nal  volume  of  Forbes  Scrapbook 
wilts  on  the  Business  of  Life  was  a 
d  >ook,  a  traveling  companion,  an 

0  nday  or  holiday  gift,  even  part  of  the 
;rJloyee  program  at  one  company. 

ill  handsome  blue  cloth  slipcase, 
q.ided  two-volume  edition  of  Forbes 
tbk  of  Thoughts  on  the  Business  of 
; .  ing  offered  to  Forbes  readers. 

e  It  of  patient  culbng  month  by 
h  'er  a  number  of  years,  each  volume 

1  some  3,500  polished  gems  of 

)i  from  the  great  authors  of  Greece 
l(  ie  down  to  our  own  day. 

K".s  are  generously  laid  out  on  good 
!}  aper,  a  pleasure  to  browse  through 
s\  r  at  random,  a  Thought  or  two  at 
eklternatively,  a  special  index  allows 
tiliit  of  themes  such  as  thoughts  on 
r|  Patriotism,  Faith  and  Romance. 

» ;ler  is  blue  cloth,  matching  the 
i  with  the  lettering  on  the  spine 
I  d  in  gold.  The  price  for  the  two 
let,  $29.95. 


Around  the  World  on 
Hot  Air  and  Two  Wheels 

"We  can't  remember  readers  or  reviewers  ever  having 
a  better  time  with  a  book.  Malcolm  Forbes  succeeds  in 
doing  something  that  is  altogether  rare  in  this  world. 
He  has  fun — and  ...  we  share  it  to  the  hilt." 

— Simon  and  Schuster 
"A  book  overflowing  with  exuberance  and  great 
good  humor.  What  Malcolm  Forbes  does  with  his 
money  is  endlessly  fascinating  and,  in  a  way,  almost 
endearing. .  .Now  he  has  put  together  a  handsome  book 
celebrating  his  exploits.  Priced  at  $24.95  . . .  it's 
worth  every  penny."  — Sports  Illustrated 

"So  overwhelmingly  a  celebration  of  the  joys  of 
adventure,  as  well  as  an  affirmation  of  the  good  side  of 
life,  that  the  reader  is  soon  buoyed  by  its  exuberant 
message:  Don't  stay  put  when  you  can  put  foot  into  any 
part  of  this  still  whole,  wide  and  mosdy  wonderful 
world. ' '  — The  New  York  Times 
"A  delightful  chronicle — light  as  a  balloon  and 
refreshingly  free  of  hot  air — of  a  journey  by  the 
latter-day  Phileas  Fogg  who  happens  to  publish  a 
business  magazine  called  Forbes  in  his  spare  time." 

—Cosmopolitan 


The  Sayings  of 
Chairman  Malcolm 

"Gems,"  said  USA  Weekend. 
"Irrepressible,"  said  The  Princeton  Packet. 
Guess  what.  Over  1 ,000  of  the  Chairman's 
Sayings  have  now  been  pubUshed  in  a  set  of 
two  slim,  green  and  gold  volumes  to  the 
delight  of  readers  and  reviewers.  "Ideal  fare 
for  lovers  of  the  zip  read."  "Malcolm 
Forbes  is  more  than  willing  to  offer  his  two 
cents  worth  on  most  any  subject."  Two 
cents'  worth  times  1,000  is  $20.  You  can 
have  them  all  at  the  bargain  price  of  $18, 
slipcase  and  shipping  included.  Be 
provoked  and  amused;  fill  out  and  return 
the  coupon  today. 

What  they  said  about  the  first  printing: 

"I  just  read  your  book,  and  it  was 
delicious.  I  ate  it." 

— Ann  Landers,  Daily  News,  New  York 

"How  have  we  done  so  well  for  so  long 
without  it?  This  little  book  is  witty,  wise, 
serene,  sometimes  sober  and  at  all  other 
times  tipsy;  but  always  great,  terrific,  and  in 
all  ways,  well  worth  its  price." 

— The  Nashville  Banner 


!  ad  my  order  as  indicated.  My  check       Forbes  Book  Department,  60  Fifth  Avenue,  New  York,  NY  1001 1 

.  is  enclosed.  Forbes  pays 

i  and  handling  on  all  orders. 
.  «t(s)  of  "Thoughts  on  the  Business 


•  :opy(ies)  of  "Around  the  World  on 
i  nd  Two  Wheels"  $24.95  es 

.  «t(s)  of  "Savings  of  Chairman 

$18  ea 

nd  gift  card  from 
i  not  send  gift  card 


(please  print) 

Address 

City 

State 

Zip 

Ship  to: 

(please  print) 

Address 

City 

Suite 

Zip 

i  •  and  addresses.  Please  add  %lA%  sales  tax  for  New  York  City,  other  N.Y.S.,  CA  and  IL  add  taxes  as  required  by  law. 


The  Money  Women 


ears  go  short,  bulls  go  long,  and  bond 
.nanager  Theresa  Havell  rides  the  wide 
open  spaces  in  the  middle. 

Danger:  yield 
curve  ahead 


By  Laura  R.  Walbert 


T|  heresa  Havell,  40,  is  a  partner 
with  New  York-based  money 
management  firm  Neuberger  & 
Berman.  She  runs  its  bond  depart- 
ment and  runs  it  in  her  own  way.  For 
example,  she  never  looks  at  a  bond 
with  an  effective  maturity  of  more 
than  five  years.  "Sure,  long  govern- 
ments can  produce  spectacular  results 
if  you  can  time  them,"  she  says.  "But 
if  you  live  by  the  crystal  ball,  you  may 
be  dining  on  crushed  glass." 

No  crushed  glass  for  Havell.  "If  you 
lose  50%  of  your  money,  you  have  to 
earn  100%"  to  break  even,  she  says, 
pointing  out  an  obvious  but  too  often 
forgotten  principle  of  financial  arith- 
metic. "And  in  bonds,  you  don't  have 
the  opportunity  to  double  and  triple 
your  money  that  you  have  in  stocks. 
So  if  you  fall  behind,  it's  very  difficult 
to  recover." 

But  can  you  make  money  playing  it 
safe?  Havell  can.  She  says,  "Look  at 
he  slope  of  the  bond  yield  curve  over 
the  last  30  years.  Five-year  govern- 
nt  securities  have  approximately 
o  of  the  total  yield  of  30-year  secu- 
s.  Two-year  securities  have  about 
Yet  the  risk  to  principal  is  only 
25%  to  30%  of  that  carried  by  long 
."  Let  others  be  heroes;  Havell 
will  take  the  path  that  promises  most 
of  the  gains  for  a  fraction  of  the  risk. 

Neuberger  &  Berman,  whose  $11 
billion  in  funds  includes  Forbes  hon- 
roll  member  Partners  Fund,  hired 
fell  a  ad  her  partner,  Theodore 
>.  from  Lehman  Brothers  in 
build  a  fixed-income  depart - 
nt.  Before  then,  Neuberger  simply 
idn't  have  one  because  the  partners 


believed  the  risk  of  bonds  outweighed 
potential  returns.  Havell  has  con- 
vinced them  otherwise.  She  and  Giu- 
liano  manage  more  than  $2  billion  in 
pension  and  other  institutional  as- 
sets, bringing  in  about  $5.5  million  a 
year  in  fees. 
Then  there's  the  new  Neuberger  & 

Erich  HanmanaMjKnum 


Bond  manager  Theresa  Havell 
The  money's  in  the  middle. 

Berman  Limited  Maturity  Bond  Fund. 
It's  just  getting  started  but  could  be- 
very  profitable  for  the  firm. 

Havell  clams  up  when  asked  how 
much  she  makes,  but  this  much  we 
can  guess:  Bringing  in  $5.5  million  in 
fees,  she  probably  earns  in  the  mid  six 
figures,  with  a  lot  more  in  prospect  if 
the  money  under  management  keeps 
growing. 

Since  1979,  when  Havell  first  used 
her  cautious  strategy  at  Lehman,  she 
has  averaged  15.8%  a  year  and  never 


had  a  losing  quarter.  Not  bad,  c 
enng  the  bond  market's  terrib 
and  downs  over  that  period.  E 
the  same  period,  the  Merrill 
long  bond  index  averaged  1 1 .3% 
1 1  losing  quarters.  At  the  oth 
treme,  91 -day  Treasury  bills  hai 
eraged  11.9%  a  year  with  no 
quarters. 

Selling  the  shorter  bond  idei 
not  easy  at  first.  Havell  remeri 
"In  the  early  days  when  I  call 
clients  and  said  that  I  wanted  c 
about  short  bonds,  I  got  many  ; 
closed  on  me.  'Short  bonds,, 
bonds,  they're  all  the  same  b| 
they  told  me." 

How  do  you  get  a  career  hkei 
Buffalo,  N.Y.-born  and  mother  o 
children  under  the  age  of  8,  she 
set  out  to  be  a  bond  manager.  Bo 
undergraduate  and  master's  d 
are  in  Russian.  She  also  S 
French,  Spanish  and  Portugues 
so  went  to  work  for  Citibank's 
national  Money  Market  dnj 
working  in  Venezuela  before  va 
to  Lehman. 

So,  what  does  she  think  of  the 
market  now?  Where  are  interest 
headed?  Havell  says  she  has  no ; 
feeling  either  way.  She  and  Gil 
are  keeping  portfolios  at  an  a1 
maturity  of  about  23A  years- 
she  calls  a  "neutral"  position.  Si 
plains:  "We  don't  anticipate  in 
rates.  If  there  is  a  sustained  tre 
the  market,  there  will  be  time 
to  make  a  maturity  play.  Histo: 
shown  us  that  it's  better  to  be  a 
late  than  trigger  happy." 

The  portfolios  are  current 
agency  securities,  commercial 
and  short-duration  mortgages  ai 
as  in  Treasurys.  When  Tres 
yielded  nearly  as  much  as  othe 
paper,  there  was  no  reason  tc 
anything  but  Treasurys.  "This 
we've  seen  a  dramatic  reverss 
interest  rates  moved  well  into  tt 
gle  digits,  corporate  issuance  si 
mortgage  issuance  surged, 
spreads  [between  Treasurys  and 
debt  securities]  widened  to  thei 
est  levels  in  the  market  cycle." 

One  learns  from  talking  wit! 
pie  like  Theresa  Havell.  Individi 
vestors  often  go  to  extremes.  L 
are  naive  enough  to  think  that 
are  the  only  things  to  compare 
may  be  willing  to  buy  the  ri 
junk  bonds  and  longest  zero  cot 
Or,  if  they  have  had  a  bitter  e 
ence  with  either  defaults  or  in) 
rate  rises,  they  may  insist  on  pui 
ing  only  the  safest  and  shortest  b 
Perhaps  investors  should  spend 
time  in  the  middle  of  the  roa 
Havell  does.  ■ 


Do  you  know  your  blue  chips? 


McKesson  may  not  spring  to  mind  as  a  "blue  chip,"  but 
i maybe  we  should:  $6  billion  in  revenues;  the  leading  distribu- 
tor of  drugs,  health  care,  and  nondurable  consumer  goods; 
and  a  rock  solid  dividend.  Earnings  were  up  10%  in  the  last 
fiscal  year. 

If  you  had  invested  $100  in  McKesson  eleven  years  ago  and 
reinvested  the  dividends,  it  would  be  worth  $850  today.  In  the 
S&P?  $480.  For  an  annual  report,  and  a  list  of  local  brokers  that 
follow  McKesson,  call  (800)  952-5656.  Or  write:  McKesson 
Corp.,  Investor  Relations,  One  Post  Street,  San  Francisco, 
CA  94104. 

IMesson 

heck  us  out  with  your  stockbroker. 


Statistical  Spotlight 


taiysts  were  far  too  optimistic  last  year 
with  earnings  forecasts.  So  did  the  market 
collapse  this  year?  No,  it  went  up. 

Right  for  the 
wrong  reasons 


By  Michael  Ozanian 


T 


HE  GOOD   NEWS   Was  th; 

Dow  went  way  up.  Th 
news,  for  people  who  tak« 
Street  analysis  seriously,  is  th 
move  was  completely  independ 
earnings  forecasts 

A  year  ago  market  watchers 
talking  about  a  1900  Dow  wit! 
months  (Forbes,  Nov.  4,  19H5\ 
scientific  basis  for  this  wild  foi 
at  a  time  when  the  Dow  was  a 
1327,  was  earnings  estimate: 
those  we  turned  to  compilatic 
the  Institutional  Brokers  Est 
System  (IBES),  which  tracks  the 


of  over  2,500  Wall  Street  ans 
The  consensus  was  for  the  30 
stocks  to  earn  $133  in  1985  anc 

Another  try  at  the  Dow  30 

 Earnings  estimates — 

Company 

1986 
(old) 

1986 
(current) 

1987 
(current) 

Recent 
price 

52-week 
high— low 

19871 
est 

Allied-Signal 

$4.92 

$3.66 

$4.22 

41% 

49  Vi-  36% 

9.9 

Aluminum  Co  of  Amer 

3.53 

2.12 

3.88 

37V4 

46%-  32 Vi 

9.6 

American  Can 

5.96 

6.16 

6.88 

88% 

91%-  58% 

12.9 

American  Express 

4.53 

4.95 

5.57 

59'/4 

70V's-  44% 

10.6 

American  Tel  &  Tel 

2.01 

1.73 

1.99 

24% 

26  -  20% 

12.5 

Bethlehem  Steel 

2.20 

-2.89 

1.32 

7 

22   -  6'A 

5.3 

Chevron 

4.86 

3.00 

3.14 

43  Vi 

47  Vs-  33% 

13.9 

EI  du  Pont  de  Nemours 

6.18 

6.44 

7.09 

86% 

89   -  59  Vi 

12.2 

Eastman  Kodak 

4.26 

2.77 

4.27 

64 

64%-  43 '/i 

15.0 

Exxon 

7.14 

6.42 

6.08 

69% 

7114-  48% 

11.4 

General  Electric 

5.83 

5.46 

6.19 

77% 

82%-  59% 

12.5 

General  Motors 

11.73 

9.37 

879 

72Vx 

88%-  65% 

8.2 

Goodyear 

3.73 

2.90 

3.26 

48V4 

50  -  26% 

14.8 

Inco  Ltd 

1.35 

0.01 

0.63 

12% 

16%-  LOVi 

19.4 

IBM 

12.85 

9.63 

11.24 

126% 

161%-119% 

11.2 

Intl  Paper  • 

4.07 

3.94 

5.17 

73  Vi 

73  Vi-  45  V» 

14.2 

McDonald's 

3.83 

3.76 

4.33 

63!/e 

76%-  45% 

14.6 

Merck  &  Co 

4.25 

4.73 

5.62 

110 

116%-  58  Vi 

19.6 

Minnesota  Mng  &  Mfg 

7.02 

6.77 

7.65 

109 

116   -  78'/s 

14.2 

Navistar  Intl 

1.71 

0.37 

0.90 

6 

11%-  5% 

6.7 

Owens-Illinois 

2.92 

3.03 

3.48 

42'/4 

45%-  25 

12.1 

ip  Morris  Cos 

5.98 

6.18 

7.50 

73 

78   -  36  Vs 

9.7 

Procter  &  Gamble 

4.68 

4.20' 

4.76 

76% 

82(4-  60% 

16.1 

'  Sear; .  Roebuck 

4.52 

3.89 

4.51 

-  43% 

50%-  MVa 

97 

Texaco 

4.75 

3.19 

3.05 

35  Vi 

39%-  26 

11.5 

Union  Carbide 

2.09 

1.42 

2.09 

22 

25 '/i-  18% 

10.5 

hnologies 

5.07 

3.85 

4.87 

42% 

56'/j-  39'/s 

8.8 

5.37 

-1.90 

1.16 

25  Vt 

28%-  14'/2 

21.8 

Westinghouse  Elec 

4.03 

4.36 

5.05 

57% 

60%-  25 

11.5 

FWWoolworth 

2.80 

3.21 

3.69 

44*4 

49   -  25% 

12.1 

'Actual    Note:  Dow  Jones  index  is  based  on  the  sum  of  30  company  figures  divided  by  0.889 

Sources.  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan,  lia  Micro  Scan  Data  on  diskette  from  /sys  Corp .  Fo 


How 
many 
reasons 
do 
you 
have 

to 
watch 


More  than  you  realize.  For  every  business  decision 
from  taxes  to  investments.  From  stock  market  reports 
to  preparing  for  your  children's  education.  You  need 
Moneyline  on  CNN  Cable  Network. 

When  you  need  business  advice  that  makes  sense, 
join  CNN  News  Managing  Editor  Lou  Dobbs. 

If  you  don't  have  cable  you're  missing  the  best 
business  news  available.  Call  your  cable  operator. 

You've  always  got  a  reason. 

All  times  eastern. 


WEEKMGHTS  at  7&11 


THE  WORLD  S  MOST 
IMPORTANT  NETWORK 


©1986 TURNER  BROADCASTING  SYSTEM,  INC. 

CNN,  SuperStation  WTBS,  Headline  News,  MGM,  Atlanta  Braves,  Atlanta  Hawks 





First -Time  Award  Winner 

Ameritech 
The  Central  Trust  Company.  N.A. 

Qiubb  LifeAmerica 

Concord,  New  HaiysMie 
City  National  Bank  of  Baton  Rouge 

CNG  Producing  Company 

First  National  Bank  of  Louisville 

FIRSTSOUTH.  F.A. 

General  Motors  Corporation 

Gwinnett  Industries,  toc 

lllinois  Bell 

Kaiser  Permaneme 

Kelt  on  Mathes  Development  Corooraa 

Koger  Properties,  mo 

John  Madden  Company- 


Ogilvv  &  Mather 

New  Ifcrk.  New  Kbric 
Southwestern  Bell  Corporation 

The  Stratton  Corporation 

Union  Pacific  Foundation 

Wells  Farzo  Bank  Foundation 


These  companies 
earned  an  unexpected 
dividend  this  quarter. 

They  invested  in  the  arts  and  it's  paid  off  handsomer/. 

Only  this  time  the  return  is  in  the  form  of  national  recognition.  A  distin- 
guished panel  of  judges  has  just  declared  them  winners  in  the  1986  Business 
in  the  Arts  Awards  competition.  The  Awards,  cosponsored  by  the  Business 
Committee  for  the  Arts  and  Forbes  Magazine,  is  the  first  and  only  national 
awards  program  to  honor  business  for  its  outstanding  arts  partnerships. 

The  competition  involved  more  than  big  blue-chip  companies.  Winning 
Firms  ranged  in  size  from  small  local  businesses  to  giant  multinational 
corporations,  from  New  Hampshire  to  California.  Their  involvement  took 
many  forms  -  a  cash  grant,  the  loan  of  personnel,  the  provision  of  in-kind 
goods  or  services,  or  a  tie-in  that  used  the  arts  in  advertising  or  promotion. 

Congratulations  to  the  1986  Business  in  the  Arts  Awards  winners. 
Showing  an  interest  in  the  arts  now  could  earn  your  company  plenty  of 
interest  when  next  year's  winners  are  selected. 

H BUSINESS  COMMITTEE 
FOR  THE  ARTS.  INC. 
1775  BROADWAY  NEW  YORK.  NEW  YORK  10019  (212)664-0600 

"-  -  -:  .e--  s=  ••=-.■  ==:=-=e:  -s  -  =.=. :  se-.  :e  =  •  cs    •  a  vr-== 


Return  Award  Winners 

Barnett  Banks  of  Florida.  Inc. 
Digital  Equipment  Corporation 
Enron  Corp. 
The  Irvine  Company 

Manufacturers  Hanover 

New  ^bric  New  Iforfc 
Merrill  Lynch  &  Co..  toe 

New  Kbrt  New  Ybric 
CJ.  Segerstrom  &  Sons 
Costa  Mesa.  Gahfcmja 
South  Central  Bell  Telephone  Gompw 

The  Watson -Casey  Companies 

The  Winter  Construction  Company 

Distinguished  Achievemen 
Award  Winners 

AT&T 

American  Express  Company 


Coming  Glass  Works  and 
Coming  Glass  Works  Foundation 

Dayton  Hudson  Corporation 

Minneapolis.  Minnesota 
Exxon 
New  York.  NewYfcrt 
Mobil  Foundation,  toe 

Philip  Morris  Companies.  Inc. 
New  •:<•„  *«ta- 
Shell  Companies  Foundation,  toe 

United  Technologies  Corporation 


tistical  Spotlight 


f! 6,  again  of  22%.* 
■  price  forecast  came  true  in  July, 
I   than  predicted.  But  the  cir- 
ri ances  don't  lend  much  credit  to 

irecasters.  The  consensus  earn- 
s.>recasts  were  wildly  wide  of  the 
r  Instead  of  the  $162  predicted 
$16,  current  expectation  is  $127. 
ij'rs  in  the  total  Dow  earnings, 
tl'vei,  don't  display  the  full  falli- 
k  of  the  forecasters,  since  high 
«s  :s  for  some  companies  offset 
Messes  for  others.  Consider  them 
5 ,  a  time  and  it  turns  out  that  the 
if;e  error  was  21%  for  1985.  As- 
a.g  the  current  estimates  for  1986 
a  up — a  generous  assumption — 

ear-ahead  estimates  for  1986 
ripff  by  an  average  30% . 
klilehem  Steel  was  supposed  to 

yar  ago  market 
hers  were  talking 
it  a  1900  Dow  within 
(  onths.  The  price 
mast  came  true  in  July, 
n  er  than  predicted.  But 
t  ircumstances  don't 
m  much  credit  to  the 
masters.  The  consensus 
iiings  forecasts  were 
hly  wide  of  the  mark. 

I  (OMOHHOnHMMaHM 

1 2.20  in  1986  but  has  already  lost 
li  Inco  was  going  to  earn  $1.35 
:  ow  may  only  break  even.  The 
isiad  no  idea  that  1986  would  be 
rile  for  IBM.  Unexpected  writeoffs 
l  l  explain  away  the  mistakes. 
I  the  stocks  moved.  The  better 
r  lgs  didn't  come  through,  but 
l»r  price/earnings  ratios  did. 
ntened  takeovers  of  Goodyear 
1  fnion  Carbide  helped.  More  im- 
I  it  is  that  the  stock  market  has  a 
tht  horizon.  Wall  Street  has,  for 
Ltole,  rewarded  Eastman  Kodak 

I  staff  cuts  (stock  up  45%  since 
t  )ctober),  though  the  restructur- 

huld  trim  more  than  80  cents 
t  1986's  bottom  line. 
I  show  in  the  table  the  analysts' 
flit  expectations  for  next  year, 

I  the  Dow  is  supposed  to  earn 
j  What  if  the  earnings  go  up,  but 
ilime  the  P/Es  go  down?  Stock 
lists  may  make  the  stock  market 

II  interesting,  but  they  don't  do 
i  to  make  it  more  predictable.  ■ 


igures  are  sums  of  the  earnings  per  share  for 
[Dow  components,  divided  by  an  adjusting 
vat  keeps  the  total  earnings  comparable  with 
•itself 


An  Advertising 
Service  That's 
Special 

CORPORATE  REPORT 


Special  because  publicly-held 
corporations  can  reach  America's 
most  important  investors  by  using 
Corporate  Report  Updates  in  Forbes, 

Appearing  once  each  month, 
Corporate  Report  Updates  enables 
companies  to  announce  important 
developments  to  the  astute  investors 
who  read  Forbes,  Moreover,  for  add- 
ed impact,  this  Forbes  advertising  ser- 
vice is  positioned  in  the  popular 
"Money  and  Investments"  section  of 
the  magazine, 

Forbes  has  720,000  subscribers  and 
a  total  readership  of  over  two  and  a 
half  million,  88%  of  Forbes'  subscrib- 
ers own  corporate  stock,  with  average 
holdings  exceeding  $551,000,  Over 
half  are  involved  with  helping  others 
make  investment  decisions, 

Corporate  Report  Updates  in 

Forbes  is  an  advertising  investment 
your  company  can  profit  from, 

Forbes  gets  results.  For  more 
information  call  or  write: 

Sarah  Madison 

Corporate  Report  Updates 

Forbes  Inc. 

60  Fifth  Avenue 

New  York,  NY  10011 

Phone:  (212)  620-2371 


or  sixty  years,  people  have  attempted  in  vain 
8  to  define  The  New  Yorker.  Evidently,  it  is  inde- 

finable. It  is  an  odd  and  special  mixture  of 
=JJ  humor  pieces,  fiction,  reporting,  poetry,  car- 
ions,  essays,  and  reviews:  a  mixture  of  solid  information 
and  high  spirits.  But  why  try  to  define  it?  Why  not  simply 
read  it  and  enjoy  it? 

On  behalf  of  people  who  want  to  laugh.  The  New  Yorker 
provides  satire,  wit,  literate 
humor,  and  nonsense  week 
after  week:  the  work  of  some 
of  the  country's  funniest  car- 
toonists and  comic  writers. 

For  people  who  enjoy  books, 
films,  the  theatre,  music, 
dance,  and  art.  The  Sew  Yorker 
has  illuminating  and  entertain- 
ing reviews:  distinguished 
criticism. 

The  New  Yorker  can  be  seen  as 
an  intelligent  running  commen- 
tary on  the  main  cultural, 
social,  and  political  events  of 
our  time.  The  magazine  has 


THE 

NEW  YOKKEIi 


developed  its  own  kind  of  journalism:  thorough,  acci 
fair-minded,  clear,  and  written  with  literary  style] 

The  New  Yorkers 'l'a\k  of  the  Town  includes  comme 
on  the  news  and  captures  the  essence  of  urban  life  in 
brief  reporting  pieces.  Beyond  the  city,  there  is  the  J 
U.S.A.,  and  our  correspondents  cover  it  all;  and  be 
that  there  is  the  rest  of  the  world,  and  our  corrcspom 
cover  that,  too. 

Television  is  great,  nl 
papers  are  great,  but  fol 
sheer  pleasure  of  reading 
is  nothing  quite  like  The, 
Yorker.  If  you  want  to  readl 
may  want  to  read  The 
Yorker.  Please  don't  tr 
define  it.  Just  read  it.  and 
You  can  subscribe  for  a  full 
—    fifty -two  issues 
only  thirty-two  dollars  (in: 
of   the    seventy -eight 
cover  value).   Simply  fill! 
the  coupon  below,  and 
you'll  have  something  tot 
e\erv  week. 


THE  NEW  YOUKEIl 

The  magazine  for  people 
who  want  to  read. 


And  its  all just  62 V  an  issue! 

YES!  Please  enter  my  subscription  to  Our  Assurance  to  New  Subscribers 

TheSne  yoriwforone  year  (52  issues)  at  If  you  are  ever  less  than  delighted  with 

the  basic  rate  of  $32.  That  comes  to  The  Sen:  Yorker,  you  may  request  and  will 

only  bit  a  copy,  a  saving  of  more  than  promptly  receive  a  refund  in  full  for  all 

50%  off  the  cover  price  of  $1.50.  unmailed  issues. 


(please  pnntl  Vxount  \umbci  F.ip  Dale 


Apt-  #  Signature 


City 


Payment  enclosed       Bill  me  later    Charge  my: 


Zip  □  MasterCard    □  VISA   □  American  Express 

THE  NEW  YOKKEII 

25  West  43rd  Street  New  York,  New  York  10036 


C  1979  The  New  Yorker  Magazine.  Inc 


Capital  Markets 


MONEY  &  INVESTMENTS 


\ay,  the  alternative  minimum  tax  is 
)id  news  for  the  tax-exempt  market.  But 
f  not  all  that  tough  on  everyone. 


WINNERS 
AND  LOSERS 


By  Ben  Weberman 


me  bond  market,  as  in  Newtoni- 
r  physics,  every  action  has  an 
qui  and  opposite  reaction.  For  a 
e  nt  demonstration,  consider  the 
f:j;t  of  tax  reform  on  the  munici- 
ia;)ond  market.  Yes,  some  munici- 
ia> bonds  will  lose  their  appeal  for 
teble  whose  income  from  them 
D  ■  no  longer  be  sheltered  because 
if  he  new  alternative  minimum 
a  But  in  the  process,  as  that  loss 
A  ppeal  exerts  downward  pressure 
•r  trices,  the  same  issues  become 
n  e  attractive  to  those  not  subject 
o ae  new  tax. 

ecall  how  tax  law  now  sorts  out 
n  licipal  bond  issues.  The  statutes 
li  irentiate  between  bonds  issued 
f;r  Aug.  7,  1986  for  traditionally 
Hie  purposes  (to  pave  a  road  or 
ii  da  school)  and  so-called  nones- 
e  :ial  purposes  (to  finance  certain 
ii  ort  construction,  say,  or  some 
i'  sing).  Interest  paid  on  the  latter 
m  be  subject  to  the  new  alterna- 
ii  minimum  tax. 

:>r  individuals  whose  income  is 
1 1,  interest  on  bonds  subject  to 
1  alternative  minimum  tax  may 
I  lit  by  as  much  as  21%.  Corpora - 
i  is  will  find  that  all  municipal 
'  d  income,  regardless  of  the  date 
)  ssuance,  may  be  subject  to  an 


1  Weberman  is  a  senior  editor  of 
Vbes  magazine. 


effective  minimum  tax  of  up  to 
10%.  Interest  received  on  bonds 
marketed  after  Aug.  7  and  subject  to 
the  special  minimum  tax  may  be  hit 
by  a  20%  tax. 

The  first  nonessential-purpose  is- 
sues subject  to  the  minimum  tax 
that  came  to  market  after  the  Aug.  7 
deadline  carried  a  yield  spread  of 
about  0.75%  over  public-purpose 
bonds  of  like  quality  and  maturity. 
Since  then  the  spreads  have  nar- 
rowed, to  between  0.25%  and  0.5%. 
Thus,  any  investor  who  can  receive 
interest  on  these  issues  without  in- 
curring the  penalty  tax  gains  a  yield 
advantage  over  more  conventional 
issues. 

There  will  be  a  great  number  of 
such  investors.  Remember,  the 
break-even  point  for  tax-preference 
levels — that  is,  the  point  beyond 
which  otherwise  sheltered  income 
becomes  subject  to  a  minimum 
tax — is  generous  by  most  folks' 
standards. 

Merrill  Lynch  Capital  Markets' 
securities  research  division  reckons 
that  a  couple  with  two  children  and 
$50,000  of  taxable  income  (after  de- 
ductions) can  have  up  to  about 
$40,000  of  sheltered  income  before 
they  face  the  alternative  minimum 
tax.  With  $150,000  of  taxable  in- 
come, they  could  have  $73,000  of 
tax-preference  income  in  1988  be- 
fore falling  into  the  alternative 
minimum  tax  category.  Translating 
that  into  market  demand,  the  latter 
couple  could  buy  up  to  $1  million  of 
7%  tax-free  bonds  (regardless  of 
whether  the  issues  are  subject  to  the 
minimum  tax)  before  paying  addi- 
tional tax. 

An  investor  not  subject  to  a  mini- 
mum tax  should  ask  a  municipal 
bond  salesperson  to  flag  some  non- 


essential municipal  issues  that  are 
about  to  come  to  market.  Compare 
the  yield  with  a  good  estimate  of 
how  much  the  return  would  be  on  a 
public-purpose  bond  of  like  maturi- 
ty and  quality.  That  should  show 
whether  or  not  that  issue  is  worth 
going  after. 

Louisville  and  Jefferson  County, 
Ky.  brought  to  market  in  November 
$15  million  of  nonessential  Aa-rat- 
ed  bonds  with  the  longest  maturity, 
the  7%s  of  2016,  priced  at  par  to 
yield  7.875%.  That  return  would  be 
cut  down  by  as  much  as  2 1  %  for  an 
individual  subject  to  an  alternative 
minimum  tax.  A  comparable  issue 
for  which  all  interest  is  free  from 
federal  taxes,  Columbia,  Ala.'s  Pol- 
lution Control  revenue  bonds  for 
Alabama  Power  of  2016,  was  mar- 
keted to  yield  7.40%.  An  investor 
would  have  picked  up  almost  50 
basis  points  in  yield  with  the  Ken- 
tucky bonds. 

One  of  the  first  nonessential-pur- 
pose issues  was  $166  million  of 
Wayne  County,  Mich,  airport  reve- 
nue bonds.  Term  bonds  included 
8'/8S  of  2006  priced  at  par.  A  longer- 
maturity  bond,  the  8s  of  2014,  were 
priced  at  a  deeper  discount,  97.79,  to 
yield  8.20%.  The  Wayne  County 
Airport  bonds  are  rated  AAA  by 
S&P's  because  the  principal  and  in- 
terest are  insured  by  the  Financial 
Guarantee  Insurance  Corp.  By  com- 
parison, the  Old  Bridge,  N.J.  Munic- 
ipal Utility  Authority  bonds  of 
2006,  also  FGIC-insured,  came  to 
market  yielding  77/s% . 

Another  key  issue  subject  to  the 
alternative  minimum  tax  is  the 
$111  million  Illinois  State  Scholar- 
ship Commission  student  loan  rev- 
enue bonds,  which  came  to  market 
priced  to  yield  from  4.25%  (on  the 
shortest  1987  maturity)  to  7.20% 
(due  in  1998).  Similar  issues  that 
came  to  market  at  the  same  time, 
such  as  Illinois  Health  Facility,  St. 
Francis  Hospital,  were  priced  to 
yield  7%. 

Don't  buy  an  alternative  mini- 
mum tax  issue  for  the  added  yield 
unless  the  type  of  bond  and  maturi- 
ty satisfies  particular  needs.  If  all 
requirements  are  met,  then  go  for 
the  alternative. 

Keep  in  mind  that  many  bonds, 
whether  public-purpose  or  not,  are 
subject  to  state  and  local  taxes.  In 
many  states,  bonds  issued  by  gov- 
ernments within  the  state  are  ex- 
empt, but  bonds  issued  by  govern- 
ments outside  the  state  were,  and 
remain,  subject  to  the  local  levies.  ■ 


The  Big  Portfolios 


MONEY  &  INVESTMENTS 


By  Susan  Lee 


Here  comes  the  time  of  the  year  when 
money  managers  decide  what  to  do  with 
the  dogs  in  their  portfolios. 

TAKE  THEM  OUT 
AND  SHOOT  THEM 


means  that  money  managers  will 
find  themselves  with  a  fair  amount 
of  cash.  And — no  surprise — they  are 
more  than  happy  to  talk  about  what 
they  want  to  buy.  Here  the  chat  is 
about  earnings  momentum. 

Says  Miles  Seif ert  of  Gray,  Seifert, 
"If  I'm  right  on  my  earnings  esti- 
mates, then  I'm  right  on  my 
stocks."  He's  selling  only  compa- 
nies whose  earnings  have  disap- 
pointed— he  just  dumped  General 
Host,  the  specialty  retailer. 

Seifert  thinks  that  given  a  period 
of  declining  interest  rates,  utilities 
with  strong  cash  flows  could  be  the 
next  group  of  takeover  candidates. 
He's  got  Hawaiian  Electric  Indus- 
tries, a  holding  company  that  sup- 
plies power  to  almost  95%  of  the 
state  of  Hawaii;  Otter  Tail  Power,  a 
coal-based  utility  serving  Minneso- 
ta and  North  and  South  Dakota;  and 
Allegheny  Power  System,  which 
serves  areas  in  Pennsylvania,  West 
Virginia  and  Maryland. 

Orson  Munn  of  Orson  Munn  &. 
Co.,  who  has  been  a  growth  stock 
buyer  for  years,  is  now  focusing  on 
earnings.  He  likes  banks  that  he 
considers  "safe,"  like  U.S.  Trust 
Co.,  State  Street,  Banc  One,  Bank  of 
New  England  and  J. P.  Morgan. 
"With  the  exception  of  Morgan,"  he 
says,  "none  of  them  even  know  how 
to  spell  Venezuela." 

Munn  is  also  hot  for  utility  stocks 
with  good  cash  flows:  Ipalco  Enter- 
prises, which  services  the  area 
around  Indianapolis;  Duke  Power  in 
North  and  South  Carolina,-  and  St. 
Joseph  Light  &  Power  in  Missouri. 

Ralph  Tate  of  Aetna  is  hot  for 
paper  and  chemicals  because  he 
thinks  that,  with  the  weaker  dollar 
and  stepped-up  export  demand, 
they'll  begin  to  show  some  earnings 


Between  now  and  the  end  of  the 
year  a  lot  of  big  money  managers 
will  be  doing  a  lot  of  selling.  Why- 
Because  they  want  to  rid  their  port- 
folios of  the  dogs  before  they  have  to 
face  their  clients.  But  even  though  a 
lot  of  stocks  are  going  to  be  sold  in 
the  next  six  weeks,  it's  hard  to  find 
anybody  who  will  own  up  to  selling 
them.  As  Ralph  Tate  of  Aetna  says, 
"Anybody  who  is  tidying  up  for  the 
year-end  meeting  with  clients 
shouldn't  be  stupid  enough  to  talk 
about  it." 

But  press  money  managers  and 
you  get  a  lot  of  ideas  on  what  they 
think  others  should  sell.  There  is 
agreement  that  they  should  take 
profits  in  consumer  nondurables 
like  foods  (McDonald's),  beverages 
[PepsiCol,  cosmetics  (Revlon)  and 
drugs  jSmithKline  and  Upjohn). 

Robert  Kirby  of  The  Capital 
Group  would  add  media  companies 
to  the  list.  His  reasoning  is  that 
prices  for  public  companies  keep 
getting  pushed  up  by  sales  in  the 
private  market,  "where  prices  are 
insane."  While  Kirby  wouldn't  go  as 
far  as  some  who  are  short  Cap  Cit- 
ies, he  does  think  it's  a  sell.  Not  a 
bad  company,  but  too  expensive. 

Secret  or  not,  all  this  selling 

Susan  Lee  is  a  senior  editor  of  Forbes 
magazine 


momentum.  Tate  likes  Monj 
and  Georgia-Pacific. 

Gary  Yalen  of  Irving  Trust  ag 
He  is  looking  for  cheap  stocks 
will  have  accelerating  earnings- 
three  years.  He's  up  for 
(Champion  International),  ctt 
cals  (Du  Pont)  and  banks  (Citic 

I'm  even  hearing  some  whi) 
about  technology.  As  Kirby 
"You  have  to  be  brave  to  do  it,  1 
seems  to  me  that  technology 
far  the  cheapest  area.  IBM  is  i 
times  earnings."  Technology 
include  a  lot  of  familiar  nai 
IBM,  Xerox,  Hewlett-Packard,  1 
and  Seagate  Technology.  And 
unfamiliar:  Byron  Wien  of  Mc 
Stanley  weighs  in  with  Comp 
Associates  International,  a 
York-based  firm  that  designs 
markets  software  for  use  with 
and  IBM-compatible  computers 

Byron  Wien  is  very  bullish 
cause  he  thinks  at  least  one  of  t 
things  could  happen:  The  trade 
cit  will  get  smaller,  mterest 
will  keep  going  down  or  infla 
will  stay  low.  He  has  13%  cash 
now  and  wants  to  get  fully  inve 
soon.  Says  Wien,  "I  think  the 
ket  will  trade  over  2000  in  the 
three  to  six  months." 

Orson  Munn   thinks  that 
fourth  quarter  will  be  strong  as 
pie  rush  to  buy  big-ticket  item 
take  advantage  of  the  state  sale: 
deduction  for  the  last  time.  He 
thinks  that  money  from  the 
motivated  selling  of  stocks  wi 
back  into  the  market,  along 
the  money  that  would  have 
into  tax  deals — like  real  estate 
dications.  While  he  doesn't  t 
that  the  buying  surge  will  last 
next  year,  he  agrees  that  over 
short  term  the  Dow  could  hit  2 

Amid  all  this  bullish  noise, 
ever,  Robert  Kirby  remains 
tious.  He  thinks  that  the  market 
gotten  ahead  of  the  economy 
everybody  else,  logic  tells  me 
with  lower  interest  rates,  a 
dollar  and  an  accommodating 
the  economy  should  pick  up, 
says,  "but  I  also  said  that  a  year 
and  not  much  happened."  Urn 
pn  singly,  Kirby  has  more  cash 
usual,  about  15%. 

The  prospect,  then,  is  for  a 
amount  of  churning  as  the  mo 
runners  rearrange  their  portfo 
for  the  new  year  but  a  gradual 
ward  tilt  that  could  leave  the 
ket  a  good  bit  higher,  maybe  a  E 
of  2000.  Call  it  a  stock  picker's 
ket,  not  a  bull  market.  ■ 


nancial  information  so  inside, 
$  almost  like  being 
member  of  the  board. 


it  comes  to  your  investments, 
rtly  is  money.  The  longer  it 
u  to  find  out  what  the  insiders 
tie  more  it  can  cost  you. 
5  why  it  pays  to  watch 
al  News  Network  on  cable 
>n. 

6am  to  7:30pm  (ET),  Monday 
i  Friday,  FNN  provides  a 
t  stream  of  up-to-the-minute 
s  well  as  stock,  bond  and  corn- 
updates  and  analyses, 
are  also  FNN's  continuous 
nd  AMEX  stock  tickers,  exclu- 
rket  summaries  updated  every 
ids,  plus  the  only  NASDAQ 
le  counter"  ticker  anywhere. 


FNN  brings  you  the  latest  from 
inside  the  boardrooms  where  deci- 
sions affecting  your  money  are  made 
—so  you  can  make  your  own  decisions 
more  profitably. 

It's  all  live  and  immediate.  When 
news  breaks,  FNN  viewers  know  it 
and  can  use  it  within  minutes. 

So  tune  in  FNN  today.  Consult 
your  cable  listings  for  the  FNN 
channel,  or  call  your  local  cable 
operator. 


Financial  News  Network 

As  inside 

as  you  can  get. 
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The  Contrarian 


MONEY  &  INVESTMENTS 


Should  you  take  capital  gains  in  1986? 

WELL,  YES, 
AND  AGAIN,  NO 


By  David  Dreman 


"Since  the  new  act  will  tax  next 
year's  capital  gains  at  a  40%  higher 
rate,  shouldn't  I  take  the  big  ones 
now  to  save  tax  dollars?"  This  is 
one  of  the  major  questions  asked  by 
investors  today. 

The  question  is  simple,  the  an- 
swer anything  but.  Taking  a  20% 
capital  gains  tax  haircut  on  the 
gains  in  low-cost  stocks  that  have 
good  prospects  reduces,  sometimes 
substantially,  the  investment  you 
have  in  the  market.  True,  you  re- 
duce your  tax  liability  for  the  fu- 
ture, but  at  the  same  time  you  re- 
duce your  capital  available  for  in- 
vestment right  now. 

There  are  a  number  of  cases 
where  it  clearly  does  not  make 
sense  to  take  profits  to  save  on  tax- 
es. Suppose  back  in  mid- 1 982,  as  the 
market  began  to  move  sharply  high- 
er, you  bought  a  basket  of  blue  chips 
such  as  IBM,  Westinghouse,  Gener- 
al Electric,  Honeywell  and  McDon- 
ald's that  have  performed  in  line 
with  the  major  averages,  appreciat- 
ing about  150%  to  date.  If  you  had 
invested  $10,000,  it  would  now  be 
worth  $25,000. 

If  you  sell  your  portfolio  to  save 

Daiid  Drernan  is  managing  director  of 
Dreman  &Embry,  Investment  Counsel,  New 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


taxes  and  then  buy  it  back  because 
you  believe  the  market  is  heading 
higher  over  time,  you  will  make 
your  broker  happy;  he  or  she  will 
earn  two  commissions.  But  here's 
what  happens  to  your  investment: 
It  has  been  reduced  from  $25,000  to 
$19,500  (knocking  off  a  20%  capital 
gains  tax  plus  another  2%  for  trans- 
action costs  and  state  taxes,  which 
is  probably  conservative). 

Now  let's  say  you  prove  right  in 
your  optimism  and  the  market  rises 
75%  five  years  out.  How  do  you 
stand?  You  now  have  $34,125  of 
stock.  Had  you  held  your  stock  and 
not  gone  after  the  tax  savings,  you'd 
have  had  $43,750.  You  have  actual- 
ly cut  your  prospective  profits  by 
close  to  $10,000— the  loss  of  profit 
would  far  more  than  wipe  out  any 
tax  savings.  Admittedly,  all  this  is 
highly  theoretical,  but  the  point  is 
clear:  Tax  savings  and  good  invest- 
ment strategies  are  often  dramati- 
cally opposite. 

Why  then  do  so  many  accoun- 
tants recommend  this  action?  Ac- 
countants are  obviously  out  to  save 
their  clients  as  much  in  tax  dollars 
this  year  as  they  can.  But  few  are 
trained  in  investing.  Many  look  at 
the  world  in  a  fixed,  nonchanging 
way,  not  dissimilar  to  how  they 
view  their  ledgers;  after  all,  debits 
and  credits  are  almost  etched  in 
stone.  They  forget  the  essence  of 
markets  is  dynamic  and  volatile 
movement.  To  try  to  fine-tune  an 
8%  tax  savings  in  a  very  rapidly 
changing  environment  is  just  plain 
silly.  Such  actions  by  accountants 
can  prove  costly  to  your  portfolio. 

I  do  not,  however,  think  that  in- 
vestors should  simply  ignore  the 
new  tax  code.  It  can  help  get  a  port- 
folio better  aligned  with  investment 


goals.  Knowing  one  will  pay  28*1 
a  minimum  in  capital  gains  tj 
after  1986  should  make  an  inva 
take  a  hard  look  at  his  or  her  poi 
lio.  You  can't  afford  to  give  the  1 
efit  of  the  doubt  to  so-so  stocks 
don't  have  firm  appreciation  po 
tial;  you  shouldn't  hold  them  in 
hopes  of  skinning  another  point 
two.  Use  the  new  tax  act  as  a  di 
pline  to  clean  out  the  weak  sis 
in  your  portfolio  that  have  d 
this  year  and  buy  good-value  stq 
in  their  place. 

And  then  there  are  capital  lo$ 
If  at  all  possible,  hold  them  for  n 
year  to  offset  gains  that  would  i 
erwise  be  taxed  at  a  higher  rateJ 

If  you  have  a  portfolio  you  11 
stay  with  it.  Here  are  four  std 
definitely  to  hold  if  you  own  til 
now  and  to  buy  if  they  are  noj 
your  portfolio. 

The  U.S.  auto  industry  contin 
to  chalk  up  near  record  earning) 
the  face  of  a  market  that  val 
their  stocks  at  almost  liquidal 
prices.  Chrysler  (38)  has  come  b 
strongly  from  the  brink.  Earni 
for  1986  in  a  so-so  auto  year  wil 
only  about  15%  below  the  $9.3] 
share  record  of  1985.  An  impro\ 
sales  mix  as  buyers  continue  to 
up,  and  cost-cutting  and  out-sol 
ing  programs  should  result  in  i 
earnings  peaks  a  year  or  two 
Chrysler  trades  at  a  P/E  of  4 
yields  3.6%. 

Ford  (58).  None  of  the  research 
stars  bet  earlier  this  year  that  J 
would  have  record  earnings  in  IS 
But  it's  shaping  up  that  way.  Stri 
overseas  sales  aided  by  the  fall 
dollar,  and  major  contnbuti 
from  its  financial  subsidiaries 
well  as  excellent  truck  sales  she 
see  earnings  approaching  SI. 
share.  The  stock  trades  at  a  P/l 
under  5  and  yields  4.5%. 

A'  mart  (49)  is  the  U.S.'  seed 
largest  retailer.  The  company 
show  an  almost  20%  earnings  % 
over  fiscal  1985  because  of  loi 
promotional  costs  and  good  sj 
growth.  K  mart  yields  2.9% . 

Textron  (62)  is  a  multiface 
company  with  interests  rang 
from  aerospace,  insurance  and  ot 
financial  services  to  consumer  pi 
ucts.  The  company's  earnings  h 
resumed  a  strong  upward  tfl 
since  1983.  Good  results  in  aq 
space,  insurance  and  financial 
vices  should  boost  earnings  clost 
25%  this  year,  with  a  15% 
probable  in  1987.  Textron  trade; 
a  P/E  of  10  and  yields  3%.  ■ 


The  Adventurers 


26  million  mature  Americans,  it's  the  time  of  their  life. 


New  jobs.  New  hobbies.  New 
interests.  For  most  of  mature 
America,  every  day  is  a  new 
adventure.  Like  never  before, 
they're  feeling  a  lot  better.  About 
themselves,  their  lives,  their  con- 
tributions to  society.  For  the  first 
time,  they  have  new  time  to  exer- 
cise their  bodies,  their  minds,  their 
options.  They're  pouring  their  new 
found  energy  into  new  projects. 
Helping  to  fight  crime  in  their 
communities.  Doing  something  as 
basic  as  learning  to  cook.  Discov- 
ering life's  simple  little  pleasures 
all  over  again. 

For  26  million  mature  Americans, 
the  authority  on  their  new  lifetime 
is  Modern  Maturity  Magazine. 
In  every  issue  minicourses  educate.  Articles 
stimulate.  Opening  new  horizons, broadening  their  vision, 
teaching  them  about  new  health, 
new  food,  new  culture.  Helping 
them  chart  their  new  life  course. 
For  fifty  and  beyond,  the  real 
adventure  is  only  just  beginning. 

If  you  have  something  to  say 
to  mature  America,  add  your 
voice  to  their  voice-in-print, 
Modern  Maturity.  For  advertis- 
ing details,  call  Peter  Hanson 
at  (212)  599-1880. 


Modern  Maturity 

The  beginning  of  a  new  lifetime. 


Stock  Trends 


MONEY  &  INVESTMENTS 


Even  with  a  stockingful  of  business  nega- 
tives, thei'e  are  enough  positives  around 
to  support  most  stock  prices. 

A  HO  HO  HUM 
HOLIDAY  MARKET? 


By  Ann  C.  Brown 


With  tax  reform  scheduled  to  go 
into  effect  Ian.  I,  1987,  the  direction 
of  the  stock  market  between  now 
and  year-end  will  be  determmed 
largely  by  factors  unrelated  to  the 
economy  and  the  outlook  for  corpo- 
rate profits.  Good  stocks  may  be 
dumped  simply  because  they  have 
been  good  to  shareholders  who  may 
decide  to  realize  their  long-term 
capital  gains  at  existing  lower  tax 
rates.  Poorly  performing  issues,  on 
the  other  hand,  may  be  held  until 
next  year  when  the  losses  can  be 
used  to  greater  advantage. 

Mergers  and  leveraged  buyouts 
could  continue  to  hog  the  head- 
lines. One  reason  could  be  that  a 
portion  of  the  money  formerly  ear- 
marked for  tax-sheltered  invest- 
ments is  being  channeled  into  lim- 
ited partnerships  whose  purpose  is 
to  enrich  participants  through  raids 
and/or  restructuring  calculated  to 
result  in  upward  revaluation.  Stock 
market  volume  may  be  heavier  than 
usual  as  confusion  over  the  new  or- 
der of  things  joins  fear  and  greed  as 
stock  price  determinants. 

Beneath  what  could  turn  out  to  be 
a  bit  of  fast  and  furious  tradmg  on 
the  exchanges  over  the  next  few 

Ann  C.  Brown  is  clnef  executive  officer  of  tlx 
equity-  adiisory  and  portfolio  consulting 
firm  of  AC  Broun  &  .Associates 


weeks  is  a  rather  slow  and  unexcit- 
ing pace  of  business  activity.  Espe- 
cially if  you  factor  out  all  the  un- 
hkely-to-recur  economic  stimu- 
lants. The  not  surprisingly  rosy 
preelection  statistics  showing  an 
improvement  in  the  balance  of  pay- 
ments, a  pop  in  construction  spend- 
ing, rising  orders  for  durable  goods 
and  an  uptick  in  the  index  of  leading 
indicators  seemed  to  be  more  a  trib- 
ute to  the  Administration's  timing 
skill  and  style  than  any  bankable 
substance.  And  the  long-awaited 
cut  in  the  Japanese  discount  rate 
only  hours  before  U.S.  voters  went 
to  the  polls  had  all  the  subtlety  of  a 
sumo  wrestler. 

How  much  of  this  quarter's  GNP 
growth  is  cannibalizing  next  year's 
performance  remains  to  be  seen. 
However,  I  suspect  that  it  may  be 
greater  than  most  experts  are  pres- 
ently predicting.  Where  will  the 
strength  come  from  in  early  1987? 
Auto  sales?  Not  likely,  since  just 
about  everyone  whose  feet  can 
touch  the  pedals  has  already  availed 
himself  of  the  low-to-no-financing 
|  deals  this  autumn  and  is  no  longer 
in  the  market  for  new  wheels. 

Maybe  a  boost  from  big-ticket 
consumer  durables?  Doubtful,  as 
many  customers  are  and  have  been 
snapping  up  these  items  while  sales 
taxes  and  finance  charges  are  still 
deductible  from  their  mcome  taxes. 

Possibly  building  will  help  fuel  a  . 
new  boomlet?  Probably  not,  since 
there  is  a  continued  glut  in  office 
and  commercial  real  estate.  Devel- 
opers will  no  longer  reap  the  bene- 
fits from  apartment  construction. 
And  the  number  of  new  single-fam- 
ily homes  is  uncomfortably  large, 
with  the  inventory  increasing 
monthlv. 


Agriculture?  Not  much  helpi 
Bumper  crops  locally  and  ab 
High  tech?  Still  steep  compel 
from  the  Koreans  and  others  v< 
currencies  have  not  been  affect) 
the  decline  in  the  dollar. 
Wouldn't  bet  on  it — especially 
alter  the  departure  of  the  abU 
articulate  Sheikh  Yamani,  \* 
absence  may  compound  the 
lem  of  trying  to  limit  producti 
prop  up  petroleum  prices. 

Capital  goods,  then?  Weakn* 
expected  in  this  sensitive  si 
now  that  investment  tax  credit 
all  but  memory  and  the  coi 
continues  to  operate  at  less 
80%  of  industrial  capacity, 
the   impending  imposition 
minimum    tax    on  corporal 
R&JD  and  new  corporate  pro 
and  expansion  may  be  undert 
with  noticeably  greater  hesitat 

Defense  to  the  rescue?  The 
tary  materiel  makers  will  be  1 
to  maintain  the  status  quo  in  ■ 
to  even  approach  the  deficit  ra 
tion  target  set  by  Gramm-Rudi 
Holhngs  (particularly  if  there 
sizable  shortage  in  reve 
brought  about  because  the  step 
ward  a  balanced  budget  assurr 
more  buoyant  economy  than  s« 
likely  at  this  time). 

Even  with  this  stockingfu 
business  negatives,  I  am  not 
dieting  a  sharp  drop  in  the  ma 
There  are  enough  positives  an 
to  support  the  prices  of  most  stc 
Inflation  should  continue  relat: 
low,  which  will  help  to  keep  i; 
est  rates  down.  And  more  mon. 
likely  to  find  its  way  into  equiti 
investors  seek  higher  total  reti 
Thanks  to  tax  reform,  many  coi 
nies  will  be  reporting  higher 
ings  because  of  a  cut  in  the  ma: 
on  corporate  profits.  (And  earr 
disappointments  will  almost  si 
be  blamed  on  the  difficulties  ii 
justing  to  the  new  tax  climate 
be  viewed  by  the  market  as 
temporary  phenomena.) 

About  this  time  every  year,  I 
stock  of  the  stocks  I  recommei 
over  the  past  12  months  that 
yet  to  do  what  I  still  think  the] 
capable  of  doing.  The  follow 
half-dozen  issues  have  failed  to 
ize  their  expected  appreciation 
tential.  Consider  buying  them- 
pecially   on   any  weakness 
might  develop  before  the  year  is 
Cigna  (55),  $8.50;  McGrau-Hill 
S3.60;  EtM  (18),  S1.50;  Man 
McLennan  (67),  S4;  Knigbt-Ridder 
S3. 10;  and  Singer  (43),  54.30. 


Insights 


MONEY  &  INVESTMENTS 


e  store  loudly  proclaims,  "We  won 't  be 
idersold. "  But  dont  be  fooled:  Getting 
?  best  price  still  takes  time  and  effort. 

SHOP  AROUND 


By  Srully  Blotnick 


il 


If     '  ' 


frou  ever  shop  at  discount 
ases — and  who  doesn't — you 
ijit  be  wondering:  Did  I  really  get 
hibest  possible  price?  Or  could  I 
m  done  better?  Was  I  had?  My 
ejarch  suggests  the  answer  is:  In 
lit  cases  you  could  have  done  bet- 
s' perhaps  much  better.  My  staff 
r!  I  have  been  going  back  to  the 
ties  at  which  the  people  in  my 
a  pie  found  alleged  bargains.  We 
ww  what  the  people  in  the  sample 
c'  paid  for  each  item.  Our  criteri- 
iWas  simple:  Could  we  get  the 
3'  e  product  cheaper  than  they  did, 
Ire  or  at  a  nearby  competitor? 

he  answer  in  37  out  of  50  cases 
efcted  at  random  is  that  these 
(isumers  overpaid — in  13  out  of 
I  37  cases,  substantially — even 
f  jgh  they  were  convinced  at  the 
i  e  of  purchase  that  they  bought 
t  product  at  a  rock-bottom  price. 

Tiy  are  these  relatively  sophisti- 
;  d  comparison  shoppers  overpay- 
r  for  the  big-ticket  items  they 
I?  Examine  a  typical  instance 
]  you  will  see  for  yourself.  This 
I  involves  a  large  consumer  elec- 
i  lies  chain  that  encourages  peo- 

1  Xrully  Blotnick  is  a  research  psychologist 
I  author  of  Otherwise  Engaged:  The 
i  lite  Lives  of  Successful  Career  Women, 
■ !  available  in  paperback,  and  The  Cor- 
1  rte  Steeplechase. 


pie  to  "shop  around."  Then,  it  loud- 
ly proclaims,  "We'll  beat  the  com- 
petition. We  won't  be  undersold." 

They  mean  it,  too,  though  not  in 
the  way  you  might  think.  What  ac- 
tually happens  is  that,  when  you 
enter  the  store  and  are  approached 
by  a  salesman,  the  first  questions  he 
asks  after  you  have  identified  the 
product  you  want  (assuming  you  in- 
deed know)  are,  "Have  you  shopped 
around?  Are  you  really  ready  to 
buy?  What's  the  best  price  you've 
gotten?" 

What  that  clerk  is  in  fact  doing  is 
giving  you  enough  rope  to  hang 
yourself.  Suppose  you  reply,  as  I  did 
about  a  VCR  that  had  "special  low 
$475"  listed  on  its  tag:  "I  can  get 
this  a  few  blocks  from  here  at  [a 
competitor]  for  $450."  Without 
wasting  a  moment,  he  responded, 
"Then  I'll  sell  it  to  you  for  $440. 
Will  that  be  cash  or  do  you  want  to 
put  it  on  a  credit  card?" 

When  I  paused  for  a  moment  the 
arm-twisting  began  in  earnest. 
"Look,"  the  clerk  said  irritably,  "I 
thought  you  were  ready  to  buy.  I 
asked  you  if  you  were,  and  you  said 
yes.  That's  a  great  price  I  gave  you. 
Nobody's  going  to  beat  it." 

Really?  I  had  come  to  the  store 
with  an  associate  of  mine,  a  fellow 
named  Robert.  We  entered  a  few 
minutes  apart  and  pretended  not  to 
know  one  another.  Robert  was  hav- 
ing a  similar  conversation  with  an- 
other salesman  about  30  feet  away. 
As  we  had  agreed  beforehand,  Rob- 
ert told  the  salesman  that  he  could 
get  the  VCR  for  $440 — the  same  one 
I  said  had  been  offered  me  for  $450. 
The  reply  Robert  therefore  got  was, 
"In  that  case,  it's  yours  for  $430. 
Will  that  be  cash  or  credit  card?" 

By  now  I'm  sure  you  see  how 


clever  this  sales  technique  is.  This 
chain  doesn't  really  guarantee  that 
you  will  get  the  lowest  possible 
price.  Instead,  they  take  the  words 
in  their  ad  at  face  value  and  simply 
beat  any  price  that  you  bring  them. 
So  if  you  haven't  pounded  the  pave- 
ment for  a  while,  haven't  shopped 
around,  you  get  burned. 

Shopping  around  takes  time  and 
patience,  but  it  can  save  you  a  lot  of 
money.  Robert  and  I  proceeded  to 
shop  further  for  the  same  item,  in 
this  case  going  to  several  different 
stores  belonging  to  the  same  chain. 
We  finally  had  exactly  the  same 
VCR  offered  to  us  for  $390. 

The  game  doesn't  end  there.  Even 
after  the  haggling  stops,  it  turns  out 
that  the  salesmen  in  these  stores  are 
permitted — even  encouraged — to 
throw  in  "noncash  concessions"  if 
necessary,  such  as  blank  videocas- 
sette  tapes.  When  we  couldn't  get 
the  VCR  for  less  than  $390,  we  did 
succeed  in  having  two  blank  tapes 
thrown  in  free — a  concession  worth 
another  $10  to  $12.  The  average 
member  of  our  sample  who  bought 
this  machine  paid  $70  more  than 
this  for  it  and  got  no  free  tapes. 

The  larger,  more  aggressive  con- 
sumer electronics  chains  have 
found  ways  to  make  such  compari- 
son shopping  difficult.  One  way 
they  can  be  sure  of  giving  you  "the 
lowest  price"  is  to  make  certain 
that  no  other  chain  has  exactly  the 
same  product.  Even  the  midsize 
chains  now  do  sufficient  volume  to 
get  manufacturers  to  give  them  a 
few  seemingly  proprietary  models. 
Trivial  differences — an  extra  knob 
here,  an  odd-shaped  switch  there — 
allow  it  to  be  "exclusive"  with  the 
chain,  yet  differ  little  in  the  way  it 
is  manufactured  on  an  assembly 
line  in  Asia. 

Slapping  on  an  extra  doodad 
serves  the  manufacturer's  purposes, 
too.  The  more  than  50%  change  in 
yen-dollar  exchange  rates  in  the  last 
13  months  has  put  great  pressure  on 
Japanese  firms  to  find  a  way  to  get 
you  to  cough  up  an  extra  $100  or  so 
for  the  "1987  model."  They  often  do 
so  by  tossing  in  a  dollar's  worth  of 
marginally  different  circuits, 
switches  or  buttons.  In  such  cases, 
it  pays  to  opt  for  the  1986  model  and 
do  without  the  doodad. 

Your  time  being  valuable,  you 
will  probably  run  out  of  patience 
before  you  get  the  best  possible 
price,  but  know  that  in  refusing  to 
shop  around  you  may  be  costing 
yourself  considerably  more.  ■ 


Commodities 


MONEY  &  INVESTMENTS 


By  Stanley  W.  Angrist 


The  silver  market  has  at  last  made  a  move 
to  the  upside.  Is  this  the  real  thing  or  just 
another  bear  trap? 

QUICK  SILVER 


No  flat  answer  is  possible.  How- 
ever, there  is  an  option  strategy  that 
is  useful  in  such  a  situation — the 
ratio  option  spread.  It  involves  pur- 
chasing close-to-the-money  puts  or 
calls  while  selling  more  distant  out- 
of-the-money  options  of  the  same 
maturity.  The  close-to-the-money 
options  will  track  the  futures  price 
more  closely  than  the  more  distant 
options.  As  the  futures  price  moves 
to  make  the  close-to-the-money  op- 
tion into  an  in-the-money  option,  it 
will  gain  intrinsic  value.  For  exam- 
ple, a  silver  call  with  a  strike  price 
of  575  has  an  intrinsic  value  of  20 
cents  when  the  futures  contract  is 
selling  for  $5.95.  (Option  traders 
omit  decimals  in  denoting  strike 
prices.)  If  a  subsequent  price  move 
is  not  too  strong,  the  out-of-the- 
money  calls  will  be  losing  their 
time  value  premium,  ultimately  be- 
coming worthless,  as  the  lower- 
priced  call  is  gaining  in  value.  That 
would  allow  us  to  keep  the  premi- 
um received  upon  their  sale. 

This  strategy  is  used  with  calls 
when  one  is  mildly  bullish  and  with 
puts  when  one  is  mildly  bearish.  If 
you  don't  expect  a  big  move  in  ei- 
ther direction,  consider  doing  both  a 
call  and  a  put  ratio  option  spread. 

Recently,  with  the  March  silver 
contract  selling  at  S5.95  per  ounce, 
one  could  have  bought  a  call  with  a 
600  strike  and  sold  two  650  calls,  all 
with  March  expirations.  Using 
prices  from  late  October,  this  spread 
could  have  been  put  on  with  a  net 
credit  of  7.5  cents — that  is,  the 
amount  received  from  the  sale  of 
the  two  650  calls  exceeded  the  pur- 
chase price  of  the  600  call  by  7.5 
cents  ($375  per  spread).  The  red  line 
on  the  graph  shows  that  this  trade 
would  be  profitable  at  the  options' 


First,  a  little  recent  history  on  sil- 
ver. Futures  on  the  metal  touched 
$50  an  ounce  briefly  in  1980  as  the 
Hunt  brothers  made  their  extraordi- 
nary move  to  corner  the  market. 
After  they  failed,  the  metal  fell  dra- 
matically, reaching  a  recession  low 
of  $4.80  in  1982.  It  then  rebounded 
to  nearly  $15  as  the  Federal  Reserve 
Board  repeatedly  cut  the  discount 
rate  in  an  attempt  to  spur  the  econo- 
my. In  the  spring  of  1983,  when  oil 
prices  stabilized  and  the  U.S.  econo- 
my gained  strength  without  a  pick- 
up in  inflation,  silver  sank  again. 

Silver  failed  to  keep  pace  with 
gold  and  platinum  as  the  latter  two 
moved  up  earlier  this  year.  Plati- 
num prices  rose  sharply  because  of 
anxieties  about  supply  from  South 
Africa.  Gold,  a  monetary  metal, 
strengthened  on  a  weakening  U.S. 
dollar,  some  renewed  concerns 
about  inflation  and  a  surge  in  Japa- 
nese buying.  Silver,  meanwhile, 
continued  to  trade  as  an  "industrial 
metal,"  mirroring  the  price  of  cop- 
per and  mostly  going  nowhere. 
However,  in  mid- 1986  silver  finally 
moved  from  just  over  $5  to  over  $6 
per  ounce.  Is  this  the  beginning  of 
the  long-awaited  bull  move? 

Stanley'  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
'he  commodity  markets. 


expiration  at  any  price  to  abcj 
per  ounce. 

But  silver  might  also  sink.  1 
fore  consider  doing  the  almos 
ror  image  of  the  above  trade 
puts:  buy  one  550  and  sell  twi 
puts  for  a  net  credit  of  3 
($150).  Any  silver  price  exce 
$5  or  so  at  the  options'  expiij 
would  make  this  trade  prof 
(see  the  blue  line) 

The  profit  zone  (green  lini 
both  trades  as  a  unit  runs 
about  $5  per  ounce  to  more  th 
per  ounce.  That  is,  if  silver's 
settles  within  that  range  on  tr 
tions'  last  day  of  trading  in 
February,  you  will  have  a  pro 
silver's  price  moves  such  that 
is  being  encountered  on  one  si 
a  trade,  I  would  close  out  thai 
and  keep  the  other  side.  This 
is  not  a  sure  thing,  but  the  od, 
its  being  profitable  are  substan 

Because  prices  are  always  cl 
ing,  the  strike  prices  you  woul 
to  do  this  trade  will  almost  eel 
ly  differ  from  the  prices  here 
remember  to  purchase  the  op| 
near  the  current  futures  price 
sell  no  more  than  two  distan 
tions  in  order  to  get  a  credit 

The  exchange  minimum  m, 
on  this  trade  is  about  $3,000 
commissions  at  a  discounter  w 
be  about  $100.  ■ 


Playing  the  ratios 


An  unusually  large  profit  zone  ca 
created  in  the  silver  market  by 
ting  up  both  a  call  and  put  ratio 
tion  spread.  Such  trades  are  us 
when  no  strong  price  move  in  eii 
direction  is  expected  and  when  tl 
are  at  least  90  days  before  the  opti 
expire.  (Results  shown  do  not 
elude  commissions.) 


Profit  of  loss  in  dollars 


3000 


>.00         5.50         o.uu  u. 
Silver  price  at  expiration,  $ 


ounce 


res  Market/ 


YE  CELLARS 


EXECUTIVE  GIFTS 


EXECUTIVE  GIFTS 


WINE  CELLARS 


4ECELLARS-USA 


>h-Quality  •  American  Made 
time  Warranty  on  Redwood  Racks 

I  It  Systems  and  Cellars  from  600  -  20,000  Bottles 
i  atures:  Wood  Construction^lndividual  Bottle  Nesting 
tyov  Compressor»Vniform  Temperature  &  Humid' 
>  ier  Aeration*  120  VAC  operation-No  Special  Wiring 
Retail  YourCost 

^  tie  (Pictured)  $2495  $1495 

Vtle Twin  Unit   4495  2795 

I  or  more  com  mission  on  sales  from  your  leach. 

E  irs  are  bigger,  better  &  cost  less!  Request  our  catalog  of 

ci  ;s  &  other  cellars,  we  are  licensed  wine  merchants — Call 

I  ipic  Sales  Co.  Since  1947 

.;  BreaAve.,  Los  Angeles,  C  A  90036  Visa/AmEx/MC 
4  -8045orinCA(213)937-3221    »    We  Ship  Anywhere. 


TRAVEL 


I  E  IN  THE  KNOW 

TRAUE101AI 

I ITIES  WORLDWIDE  A 

Ulitrip  from  JFK,  New  York) 

u  ie  •  Australia  •  Orient 

M  $1099  Melbourne  $1299 

N,  329  Nice  599 

§  595  Paris  499 

in  810  Rio  De  Janeiro  790 

If  729  Tokyo  695 

Ml  399  Vienna  549 

8j  499  Zurich  549^ 


TOLL  FREE 
[at10  NATIONWIDE 
tloutSlde  NY  800-231-5561 
I  445-1302  718-445-8429 


OPPORTUNITIES 


15,000  BUSINESSES 
FROM  COAST 
TO  COAST 
lo  Brokerage  Commission 
ies  &  listings  welcome 
JSINESS  OWNERS 
ULTIPLE  LISTING  SERVICE 
II  Free  800-327-9630 
la  call  800-533-4663 


EK  THE  BOSS 

!>Speedy  Printing  Center  fran- 
( r  600  others  have,  ask  them, 
II1  day  for  free  information. 

Speedy* 

Printing  Cffnters 

Ml  VERDUGO  DRIVE 
I A  HILLS,  CA  92653-I342 
[KlL  I-800-X54-332I 


ILANEOUS  FOR  SALE 

iMENT  GEMSTONES! 
NTEED  LIQUIDITY!!! 

;ale  catalog   Satisfaction  Gtd 
Member  Jewelers  Board  of 
imber  Commerce,  American 
Assn 

Ol/SE  OF  ONYX 

fo  One  Main  Street 
nville,  Kentucky  42345 
-  FREE  1-800-626-8352 


AUCTION 


James  C.  Leake 
&  Antiques,  Inc. 

1st  LOS  ANGELES 

CAR  AUCTION 

AT  DODGER  STADIUM 

Friday,  Saturday  &  Sunday 
December  5,  6  &  7,  1986 

575  Great  Cars 
to  be  Auctioned 

Dean  Kruse,  Auctioneer 

RESERVE  YOUR  POSITION  NOW! 

CALL  OR  WRITE  TODAY  FOR  BIDDER 
INFORMATION,  FREE  COLOR  AUCTION  BROCHURE 
&  CONSIGNMENT  INFORMATION 

ANTIQUES,  INC. 

PQ  Box  1887,  Muskogee,  OK  74402 
(918)  683-3281 


REAL  ESTATE 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr. 
history, 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


MERCHANDISE 


Weber  Parlor  Grand  Player  Piano 

Circa  I9I4  Mint  Condition. 
Manual  and  Electric. 
I00  rolls  of  music  plus  original 
storage  cabinet 
Asking  price  $25,800 
Barry  A.  Roberts 
Box  514  RD1.  Newtown.  PA  18940 
Phone:  215-968-1812 


MAILING  LISTS 


M 

AILING 

LIS 

W*  16  Million 

SI 
SI 

'ECU 
NCE 

HI 
18 

STS 
85 

W  Businesses 
f  •  Homeowners  by 

FREE 
Catal 

Wl       Income  Ratings 
^«  6,010,000  Investors 

W.  S.  PONTON,  INC. 

5149  Butler  St.  •  The  Ponton  Bldq 
Pgh.  Pa.  15201  •  412-782-2360 

It's  better  to  give.. .and 
receive  a  FREE  sample! 


It's  getting  close  to  the  time  to  start  thinking  about  all 
those  business  gifts  you  want  to  give.  Well,  a  lot  of  folks 
choose  from  our  catalog  full  of  good  old  fashioned  Tennes- 
see country  foods  and  just  have  us  ship  our  brand  of  good- 
ness direct. 

You  might  like  that  idea,  too!  And  to  help  you  make  up 
your  mind,  I'll  send  you  ABSOLUTELY  FREE  a  Ms  lb. 
package  of  my  Hickory  Smoked,  Dry  Cured  Country  Bacon 
along  with  our  catalog. 

Just  send  me  your  business  card  or  your  request  on  your 
company  letterhead. 

Erskine  Early 


£aAxj 


<i  Honey 
)0  Svand 


RURAL  ROUTE  #2,  SPRING  HILL,  TN  37174 

(615)  486-2230  ^ 


FLAGS,  FLAGPOLES  AND  BANNERS 


Good  news  for  the 
Flag  Flyer! 

•  American  flags 

•  State  &  foreign 
flags 

•  Corporate  logo  and 
custom  flags 

•  All  size  flag  poles 
in  stock 

•  Exterior  banners 

FREE  22  PAGE  CATALOG! 

Mail  your  business  card  today  to: 

Krontargs  7106  Mapleridge 
Flags  ond  Houston.  Texas  77081 
Flagpole!  (713)  666-2371 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 


EES 


ART  &  ANTIQUES 


YACHTS 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  ;i  bargain  sale  to  a  chant),  our  cash 
purchase  +  your  income  tax  savings  give 
you  a  substantial  financial  return 
Airplanes.  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 

800-826-6840 
FL:  305-772-5773 


PORTRAITS 
IN  MARBLE 


Life  size  portrait  busts  in  white  Carrara 
marble.  Hand  carved  from  photographs 
by  distinguished  Italian  sculptors.  Like- 
ness guaranteed.  $6,000-$7,500.  For 
offices,  homes,  public  display.  Profile 
bas  reliefs  on  bronze  plaques  also 
available.  Catalog  of  classic  statues  $5. 

ELEGANZA  LTD.    America's  foremost 
importers  of  European  statues. 
3217  W.  Smith,  #914 
Seattle,  WA  98199  •  206-283-0609 


COMPUTERS 


FOR  INFORMATION  ON  FORBES 
CLASSIFIED  WRITE  OR  CALL: 
LINDA  LOREN 
FORBES  CLASSIFIED 

60  Fifth  Avenue/New  York,  N  Y  10011 
(212)  620-2440 


Radio  /haek -TANDY 


Our  10th  vear  of  DISCOUNTS 
COMPUTERS  &  CELLULAR  PHONES 

Fgt  Prepaid.  Save  Tax 
;»)      Toll  Free  800-231-3680 

INDUSTRIES  INC 
22511  Katy  Fwy. 
Katy  I  Houston  I  TX  77450 
1-713-392-0747  Telex:  774132 


Forbes:  Capitalist  Tool 


Streetwalker 


?:port  from  Lyford  Cay 

In  early  November  international 
money  managers  descended  on 
Nassau's  elegant  Lyford  Cay  Club  for 
Morgan  Stanley's  annual  global  in- 
vestment seminar.  The  tennis  and 
swimming  were  first  rate,  most  of  the 
money  people  agreed  that  the  Japa- 
nese market  is  set  to  fall,  and  a 
gloomy  talk  by  Ravi  Batra,  economist 
and  author  of  Tlx  Depression  of  1990. 
was  not  well  received. 

Favorite  stocks?  Joe  Rosenberg, 
chief  portfolio  manager  of  Loews 
Corp.  and  noted  bear  on  the  current 
market,  threw  out  a  name  he  both 
likes  and  owns  personally — Boston 
Bancorp.  Not  to  be  confused  with  big 
First  National  Bank  of  Boston,  Boston 
Bancorp  (assets:  over  SI  billion'  oper- 
ates the  three-branch  South  Boston 
Savings  Bank.  Financial  controls  are 
tight;  the  ratio  of  noninterest  ex- 
penses as  a  percentage  of  assets  is  one 
of  the  lowest  in  New  England.  It  earns 
20% -plus  on  equity  and  nearly  1.8% 
on  assets. 

When  Rosenberg  mentioned  Boston 
Bancorp,  Dermis  Lynch,  cofounder  of 
New  York  money  manager  Lynch  & 
Mayer  and  by  no  means  a  bear,  lis- 
tened attentively.  Lynch,  too,  is  high 
on  the  stock.  Even  at  a  recent  34?  No 
problem:  Lynch  thinks  the  company 
will  earn  S4.60  next  year.  "I'm  look- 
ing for  50%  in  18  months,"  he  says, 
and  adds  of  bear  Rosenberg's  choice: 
"People  get  their  best  bullish  ideas 
when  thev're  bearish."— Thomas  laffe 


Pig  out 

In  1975  Joseph  W.  Luter  HI  took 
over  Arlington,  Va.'s  Smithfield 
Foods,  which  six  years  earlier  had  ac- 
quired his  family's  pork-packing  busi- 
ness. When  he  took  over,  Smithfield 
had  sales  of  S 12^  million  and  slaugh- 
tered 890,000  hogs.  Today  it  produces 
everything  from  "Genuine  Smith- 
field'  hams  to  lunch  meats.  Accord- 
ing to  analyst  Michael  Via  of  Rich- 
mond, Va.'s  Anderson  &  Strudwick,  it 
will  slaughter  6  million  hogs  and  sales 
will  exceed  SI  billion  this  year. 

Since  taking  charge,  Luter  has  in- 
vested over  S52  million  in  capital  im- 
provements, doubling  the  efficiency 
of  his  slaughtering  operation.  He 
spent  another  SSy  million  to  acquire 
three  other  packers — Milwaukee's 
Patrick  Cudahy,  Baltimore's  Schlu- 
crg-Kurdle  and  rival  Gwaltney  of 


Smithfield,  Va. — convinced  that  it's 
cheaper  to  buy  and  improve  a  strug- 
gling label  than  to  create  a  new  one. 
Luter  funded  the  expansion  internally 
and  has  still  had  enough  left  to  retire 
debt  and  buy  back  shares  regularly. 

The  hog  cycle  peaked  in  August,  so 
hog  pnces  should  drop  over  the  next 
four  years.  That,  says  Via,  will  benefit 
Smithfield  s  gross  processmg  margins 


Meats  from  Smithfield  Foods 
High  on  the  hog. 

handsomely.  Excludmg  nonrecurring 
and  extraordinary  items,  it  earned 
S1.57  a  share  for  the  year  ended  Apr. 
27.  Via  conservatively  predicts  earn- 
ings will  rise  to  S2  a  share  for  fiscal 
1987  and  to  S2.75  m  fiscal  1988. 

Some  investors  have  already  pigged 
out  on  Smithfield,  whose  stock  has 
roughly  quintupled  smce  early  1985, 
to  a  recent  21  Vi  (split-adjusted).  Luter 
and  his  wife  own  25%  of  the  4.6  mil- 
lion fully  diluted  shares,  so  don't  ex- 
pect this  food  company  to  appear  on 
some  raider's  table.  But  even  at  its 
current  price,  Via  notes,  Smithfield 
still  trades  for  only  7.5  times  estimat- 
ed earnings  for  fiscal  1988,  beginning 
in  iust  six  months.  He  thmks  there's 
plenty  of  sizzle  left  m  the  stock. — T.J. 


Mann  handling 

Now  that  Canadian  raider  George 
Mann  of  Toronto's  Umcorp  Can- 
ada has  bought  8.7%  of  Purolator 
Couner  Corp.,  with  an  option  to  go  to 
12.6%,  what  will  become  of  the  mon- 
eylosing  package  carrier  and  auto 
pans  manufacturer?  "Restructuring" 
Purolator  won't  be  easy.  And  Mann's 
position  didn't  come  cheap.  The  stock 
began  climbing  a  few  weeks  before' 
Mann  filed.  Since  early  October  it  has 
tumped  from  16  to  over  26. 

At  these  levels,  analyst  Michael 
Walker  of  Baltimore's  Legg  Mason 
says  it's  time  to  consider  taking  prof- 
its. Walker  thinks  Purolator  is  worth 
maybe  30  as  a  bustup. 

What  is  Mann  after?  Walker  thinks 
he  may  want  Purolator  s  successful 
Canadian  package-carrying  operation, 


worth  an  estimated  SI 00  mil 
S 1 20  million.  Mann  might  trad 
lator  his  shares  plus  some  cas> 
and  say  good-bye.  Or  Mann 
make  a  similar  offer  for  all  or 
Purolator's  automotive  group 
the  filters  business  is  a  laggard 
tor  and  gasoline  caps  is  a  winn 
Givmg  Mann  either  business 
further  hurt  Purolator.  Beniarr 
pin  of  New  York's  Gilford  Sec 
is  short  the  stock  and  contend 
lator  is  worth  less  than  S20  a  si 
a  continuing  basis.  Both  Kop 
Walker  agree  that  the  stock  co 
hit  badly  if  Mann  walks.  At  i 
levels,  it  seems  to  Streetwalk 
the  risks  outweigh  the  reward* 


Foot  to  the  floor 

At  48,  Joseph  Hrudka  still  1 
foot  to  the  floor.  The  torn 
tional  drag-racing  champion  u 
auto  pans  company  public  in 
sold  it  to  W.R.  Grace  in  1971, 1 
it  back  cheap  in  1981  and  ther 
public  again  in  1983  as  Mr.  ( 
Co.  Since  1981  Hrudka  has  m 
acquisitions.  Mr.  Gasket  cune 
grossing  S126  million  ^rojecte 
sales1  selling  tachometers,  roll 
chrome  wheels  and  over  9.00C 
specialty  parts  and  accessori 
dnvers  interested  in  high 
mance  and  hot-car  looks. 

Yet  while  many  specialty  rel 
stocks  have  been  accelerating 
Gasket's  has  skidded  from  aroi 
in  early  1985  to  a  recent  5 'A. 
ently.  the  rush  to  expand  has 
havoc  with  Hrudka's  manufact 
marketmg  and  distribution 
tions.  Inventory  writeoffs  hurt 
lyst  Joseph  Phillippi  of  E.F.  b 
figures  1986  eammgs  ;the  comp 
switchmg  from  a  March  fiscai 
calendar  year'  will  be  about  35  c 
share,  vs.  52  cents  in  1985. 

Still,  trading  near  its  alltime  1 
40%  of  sales  per  share,  Mr.  C 
makes  an  interestmg  specul 
Last  year  Hrudka  hired  a  veterai 
parts  executive  and  made  him 
dent.  If  they  can  pull  the  cod 
together,  the  earnings  torque  w 
impressive. 

If  not?  Hrudka  still  owns  5 
Mr.    Gasket's    10.6  million 
shares.  If  he  fails,  he  might  we 
out,  as  he  has  done  before. — T.J 


Wheelies 

While  we're  on  the  subje 
souping  up  cars,  Hutton' 
Phillippi  likes  Superior  Industrii 
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onal   (estimated   1986  sales, 
million).  Superior,  of — where 
•Van    Nuys,     Calif.,  makes 
^    35%  of  the  cast  aluminum 
'!     used  by  North  America's 
obiles  and  light  trucks.  Once 
~  > :  mainly  by  Hot  Rod  readers  and 
mffs,  aluminums  have  become 
lable  and  are  now  respectable 
inal  equipment. 
:rior  has  lately  had  quality  con- 
oblems  at  its  Newmarket,  Ont. 
50Ught  in  1 984.  But  the  company 
>es  it  can  break  even  in  Canada 
(ir-end.  Elsewhere,  a  new  plant  in 
sas  is  running  at  capacity.  Phil- 
jtimates  this  year's  earnings  at  a 
-  35  or  so  a  share  but  is  looking  for 
hext  year.  This,  he  adds,  "could 
f  highly  conservative"  in  light  of 
a  led  orders  from  GM  and  Ford 
bag  their  1987,  1988  and  1989 
ji  years.  The  stock,  at  12,  is  25% 
it  1986  high.— T.J. 


if  season 
Sihandise 

'jm  continuing  electronics  slump 
dragging  down  $106  million 
a  Electro  Rent  Corp.  Electro 
lfleases  and  rents  complex  test 
I  Measurement  equipment,  made 
till  likes  of  Hewlett-Packard  and 
tpnix,  to  the  R&D  divisions  of 
ojinies  like  Lockheed  and  Boeing, 
nigs  fell  17%  last  year,  and  ana- 
tl;harles  Bureker  of  San  Francis- 
Sptro  &.  Co.  believes  net  will  fall 
fojer  24%,  to  87  cents  a  share,  for 
[fear  ending  May  31,  1987.  The 
ci  was  around  20  last  spring  and  is 
wielow  13,  o-t-c. 

I  Bureker  argues  Electro  Rent's 
i1  will  come  again.  Cash  flow,  he 
Should  be  around  $7.50  this  year; 
li/ould  be  a  price-to-cash-flow  ra- 
I  less  than  2.  In  September  man- 
ii;nt  said  Electro  Rent  would  buy 
Hip  to  1  million  of  its  7.8  million 
nion  shares.  So  far  Bureker  thinks 
J  repurchased  as  many  as  700,000 
i|s.  Long-term  debt  is  less  than 
>ftf  total  capital. 

I  reform  implications?  Eliminat- 
l be  investment  tax  credit  will 
i  Electro  Rent's  equipment  costs, 
( should  also  help  the  sale  of  used 
ilment — about  25%  of  the  com- 
js  revenues — as  well  as  the  rental 
less.  If  rental  rates,  currently  de- 
fed,  recover  modestly,  Electro 
will  enjoy  considerable  leverage. 
:alling  the  contrarian's  standby, 
j:er  says  buying  Electro  Rent  is 
buying  a  straw  hat  in  the  fall." 
|h  is  when  we  get  ours. — T.J. 
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"This  is  the  way  you  always 
imagined  the  South  Pacific 
tob 


exclusive  guide  to  unspoiled  places 
says  about  Malcolm  Forbes' 
exotic  Fiji  Island  paradise. 


It's  the  vacation 
of  a  lifetime  for 
$1,650  a  week! 


^aken  as  a  whole,  Fiji  is 
"perhaps  the  most  idyllic  and 
ZZI       hospitable  archipelago  in  the 
South  Seas,  its  essence 
springing  right  from  the  heart 
of  unpretentious  people  whose  en- 
thusiastic greetings  of  'bula'  are  a  re- 
flection of  the  welcome  and  care 
extended  to  visitors. 

"This  is  the  way  you  always 
imagined  the  South  Pacific  to  be  - 
an  unspoiled,  once-upon-a-time 
tropical  isle  seen  by  very  few  people 
outside  Fiji  since  it  was  first  spot- 
ted by  Captain  Bligh  from  the  decks 
of  the  Bounty  two  centuries  ago. 
Situated  200  miles  out  to  sea  north- 
east of  Nadi,  Laucala  is  the  lushest, 
remotest  and  most  exclusive  of  all  the 
destinations  in  this  corner  of  the 
world.  The  island  is  ringed  by  impres- 
sive coral  reefs,  shell-strewn 
beaches  and  a  beautifully  manicured 
coconut  plantation  whose  terrain 
rises  upward  to  a  mountainous  interi- 
or rife  with  giant  ferns,  mango  trees 
and  wild  birds  

"It  was  only  recently  a  decision 
was  made  to  share  this  unique  spot 
with  compatible  travelers  capable 
of  appreciating  the  charm  and  unhur- 
ried atmosphere  such  a  pastoral 
sanctuary  can  offer.  Peace  and  priva- 
cy, of  course,  are  still  paramount, 
so  don't  expect  to  find  a  traditional 
full-blown  social  resort,  but  rather 


Contact: 
Fiji  Manager 
Forbes  Magazine 
60  Fifth  Avenue 
New  York,  NY  10011 
Tel:  (212)  620-2461 


an  intimate  cottage  colony  accom- 
modating no  more  than  8  guests  in 
residence  at  any  one  time. 

Meals  are  a  delight  here,  begin- 
ning with  breakfast  prepared  by  a 
cook  and  housekeeper  in  the  priva- 
cy of  your  own  bungalow  at  any  hour 
you  wish.  Dinner  and  lively  conver- 
sation are  enjoyed  at  the  atmospheric 
Plantation  House  . . . 

"A  wide  range  of  daytime  diver- 
sions are  available  including  top- 
notch  sport  fishing  aboard  a  spe- 
cially-designed 45-foot  deepsea  boat 
staffed  with  a  knowledgeable  cap- 
tain and  crew  at  your  call.  Tuna,  mai- 
mai,  snapper,  jack  fish  and  sailfish 
are  all  regularly  hooked  in  these  vir- 
gin grounds,  plus  an  occasional 
black  marlin.  There's  also  superb 
snorkeling/scuba  diving  (tanks  and 
weights  provided)  in  the  transparent 
offshore  waters  where  stunning 
reefs  harbor  colorful  coral  heads 
teeming  with  rare  tropical  fish  and 
specimen  shells  

"It's  always  satisfying  to  uncover 
an  idyllic  island  these  days  that  is 
still  pretty  much  the  way  it  has 
always  been,  and  even  nicer  when 
you  realize  the  owner  is  determined 
to  keep  it  that  way.  Very,  very  spe- 
cial -  particularly  for  those  who  want 
to  sample  a  relaxing  tropical  life- 
style that  is  fast  disappearing  in  the 
South  Pacific  .. .  Jjm 


Fire  up  my  imagination! 
Send  me  a  free  color  brochure. 

Name  


Zip. 
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li  x  of  companies  covered  in  news  stories  and  by  the  columnists  in  this  issue. 
l^ch  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 


A-l  Auto  Stereo  226 

Adidas   212 

Advanced  Micro  Devices  20 

Aerojet  General   216 

Aetna  Life  &  Casualty  250 

After  Six  28 

Alabama  Power  Pollution 

Control  bonds   249 

Alexander  &  Alexander    240 

Allegheny  Power  System  250 

Allied  Bancshares   176 

Allied  Chemical   97 

Allied-Signal   220 

American  Diversified  Enterprises   220 

American  Educational  Computer   38 

American  Express   38 

American  Express  (Shearson 

Lehman  Brothers)    48,  242 

American  Financial   176 

American  Spectator   156 

Amencan  Stores   220 

Amoco    17 

AMR  (American  Airlinesl   142 

Amtrak  217 

Anderson  &.  Strudwick  258 

Angell  Care  Master  Limited 

Partnership  201 

Anheuser-Busch   97 

T.  Anthony   212 

Arco   /...   182 

Armco  228 

AT&T   8,  16,  148 

Aurora  212 

Auxton  Computer  Enterprises    186 

Baird  Patrick   38 

Baldwin-United   6,  194 

Banc  One   250 

Bank  of  Boston   258 

Bank  of  New  England   250 

Bank  of  New  York    112 

Bankers  Trust  New  York   92,  220 

Bar  Harbor  (Me.)  Banking  &  Trust  92 

Baxter  Travenol  Laboratories   228 

Bear,  Stearns    8,  38,  56,  170 

Bell  Canada  (Northern  Telecom)    16 

Bensi   226 

Bertelsmann    122 

Bethlehem  Steel   244 

Beverley  Enterprises  240 

Beverly  Hills  Savings  &  Loan   138 

Black  &.  Decker  240 

D.H.  Blair  38 

Bill  Blass   28 

BMW   226 

Boeing   8,  259 

Boston  Bancorp  258 

British  Telecom   148 

Broughton  Lumber    182 

Brunswick    112 

Burlington  Northern    170 

Burlington  Northern  (El  Paso 

Natural  Gas)   97 

Butcher  &  Singer  28 

Butler  Computer  Graphics   217 

Cal-American   86 

Campbell  Soup   28 

Campeau  220 

Canadian  Pacific   60 


Canteen   220 

Capital  Cities/ ABC   250 

The  Capital  Group   250 

Castle  &  Cooke  228 

Caterpillar   97 

CBS   81,  212,  220 

CCC  Franchising  38 

Champion  International   250 

Chase  Manhattan  92 

Chevron    17,  43,  81 

Chevron  (Gulf  Oil)   97 

Chicago  Milwaukee    170,  240 

Chrysler    240,  252 

Chuo  Trust  &  Banking    148 

Cigna  254 

Cincinnati  Bell    186 

Citicorp   92,  242,  250 

CMCO  (Carl  Marks)   56 

Co-Energy  Group    20 

Coca-Cola   228 

Coca-Cola  (Columbia  Pictures)   230 

Colgate-Palmolive  220 

Colt  Industries    176 

Community  Psychiatric  Centers   201 

Computer  Associates  International   250 

Computer  Stores   38 

Comstock  Group  217 

Conrail   170 

CPC  38 

Crain  Communications  (Ad  Age)   232 

Cravath,  Swaine  &  Moore    209 

Cray   8 

Crazy  Eddie   226 

Creusot  Loire   122 

A.T.  Cross  212 

Crouch  &.  Fitzgerald   212 

Crown  Zellerbach    122 

CSX   220 

Patrick  Cudahy   258 

Cummins  Engine   220 

Daimler-Benz   226 

Daini  Den  Den    148 

Daiwa  Securities  America    148 

Daon  Development    138 

J.  David   38,  138 

Decision/Capital  Fund  234 

Delia  Femina,  Travisano  &  Partners   212 

Digital  Equipment    8,  220 

Dollar  General  66 

Dover   81 

Dow  (ones  AV 'all  Street  Journal)   112,  232 

Drexel  Burnham  Lambert   122,  137,  209 

Dreyfus  funds   92 

Drummy  Garrett  King  &  Harrison    138 

Du  Pont    16,  97  250 

Duke  Power  250 

E.P.  Dutton  27 

Eastern  Mountain  Sports  212 

Eastman  Kodak    16,  244 

Eaton  Vance  92. 

Education  Systems  &.  Publications   22 

Electro  Rent  259 

Emhart   56 

Equitable  Life  Assurance 

(Donaldson,  Lufkin  &  Jenrette)   43,  48 

Ernst  &  Whmney    194 

Ethyl   254 

Executive  Life   194 


Exxon   

Federal  Kemper  Life   

Federated  Department  Stores 

(Bloomingdale's)   

Federated  funds   

Ferrari   , 

Fidelity  funds   

Financial  Guarantee  Insurance   

First  Bank  of  Boston  

First  Bank  System   

First  Boston   

First  Chicago   

First  Jersey  Securities  

Fitel   

FMC   

Ford  Motor   140,  240, 

Fujitsu  (Amdahl)   

GenCorp   

General  Electric   

General  Host   

General  Mills   

General  Motors    8,  34,  140,  j 

Georgia-Pacific   

Gibraltar  Savings  

Gilford  Securities   

Gillette   

Gitman  Brothers  Shirt   

Goodyear  Tire  &.  Rubber   

Government  National  Mortgage 

Association   

W.R.  Grace    220,  I 

Gray,  Seifert   

Groupe  Bruxelles  Lambert  

Groupe  Schneider  .'.  

Grumman   

Gruppo  Finanziario  Tessile   

GTE  

Gucci   

Gulf  &  Western  

Gwaltney   

Hamilton  Beach   

Hammermill  Paper   

G.D.  Harb   

Harley-Davidson   

Hawaiian  Electric  Industries   

Hearst   

John  S.  Herold   

Hewlett-Packard   2 

Hilditch  &  Key  

Honda  Motor   

Honeywell   

Horizon  Bancorp   

Hospital  Corp  of  America   

Hot  Rod  

E.F.  Hutton   

IBM    8,  186,  244,  2 

IC  Industries  (Illinois  Central 

Gulf  Railroad)   

Illinois  Health  Facility,  St.  Francis 

Hospital  bonds   

Illinois  State  Scholarship 

Commission  bonds  

Inco   

International  American  Homes   

International  Thoroughbred  Breeders 

Ipalco  Enterprises   

Irving  Trust   

ITT   
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Your  lakeland 
paradise 

from  Forbes 


Your  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
in  Central  Missouri.  Right  in  the  heartland  of  America. 
Away  from  cities,  noise,  pollution  and  the  rat-race  of  the 
workaday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
about  12,800  acres  of  scenic  paradise.  Not  for  everybody, 
but  maybe  for  you. 

The  Ozarks  region,  which  dominates  most  of  southern 
Missouri,  has  long  been  lost  in  the  legends  of  the  Osage 
Indians.  Now  that  the  magnificent  Truman  Lake  has  been 
completed,  it's  merely  a  matter  of  time  before  the  beauty  of 
this  spectacular  recreational  area  attracts  vacationers  and 
settlers  from  every  corner  of  the  continent. 

If  yours  is  a  family  of  water-sports  lovers — swimming, 
boating,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
perfect  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
at  the  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
Truman  Lake  on  the  west,  then  winds  eastward  through 
stands  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
hub  of  the  summer  resort  area  at  Bagnell  Dam. 

Forbes  Inc..  publishers  of  Forbes  Magazine,  through  its 
subsidiary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
opportunity  of  a  lifetime  for  you  to  acquire  one  or  more 
acres  of  our  choice  Missouri  lakeland  among  the  breathtak- 
ing "hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 

Forbes'  private  park  is  the  ideal  place  to  build  a  second 
home  .  .  .  that  special  place  where  you  may  now  or  one 
day  choose  to  retire.  Here  among  the  friendly,  down-home 
s  who  have  made  Missouri  famous  for  its  hospitality. 

Properly  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  |udged  the  merits  or  value,  if  any.  of  this  property  Equal  Credit  anil 
ihity  A  statement  and  offering  statement  has  been  filed  with  the  Secretary  of  State  of  the  State  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  or  lease  or  offeijl 
the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available  upon  request,  from  r 

Cristo  Ranches  Inc..  NYA85-21 1 


These  are  salt-of-the-earth  people  who  are  pie 
welcome  good  neighbors  to  their  easygoing  way  o 
There's  no  better  time  than  right  now  to  fine 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you. 
homesites,  including  lake  front  and  lake  view,  w 
minimum  size  of  one  acre — ranging  to  over  thret 
Cash  prices  start  at  $6,000.*  One  or  more  acres 
incredibly  beautiful  lakeland  can  be  yours  for  the 
payment  of  $60  per  month,  with  easy  credit 
available. 

For  complete  information,  including  pictures,  mc 
ull  details  on  our  liberal  money-back  and  exchang 
eges.  please  fill  in  the  coupon  and  mail  to:  Forbes 
he  Ozarks.  Box  157,  Warsaw,  Missouri  65355. 

Prices  subject  to  change  without  notice. 

mm  mm  mm  mm  mm  mm  mm  ma  mm  mm  mm  mm  mm  mm  mm  mm  mm  mm  mm  mm  mm  mm 

Forbes  Lake  of  the  Omri 

Box  157,  Warsaw,  MO  65355  r 
Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 

Name  


Address 


City/State/Zip 
Telephone 


or  phone  816/438-2801 


Flashbacks 


Edited  by  Dero  A.  Saunders 


lore  things  change. . . ." 
s  from  past  issues  of  Forbes 


years  ago  in  Forbes 

?  issue  of  December  1,  1926) 


masonic  Temple  in  St.  Louis  was  a 
n-owner's  dream 

(hesitation  which  became  appar- 
I  the  field  of  general  business  in 
drly  fall  months  appears  to  have 
t  ped  into  at  least  a  moderate 
!  ion,  resulting  probably  from  the 
lhratively  high  rate  at  which  in- 
t  il  operations  proceeded  during 
mmer  months,  some  slacken- 
i  consumer  demand  and  the  con- 
1  conservatism  of  business  as  re- 
1  uture  production  policies." 

: '  years  ago 

uhe  issue  of  December  1,  1936) 

»  of  [General  Mills']  specialty 
p  ;ts — Wheaties  and  Bisquick — 
I  ieen  introduced  since  1930  and, 
i  i  pitted  against  the  sternest  ri- 
:  have  won  phenomenal  success. 
I  ghout  the  heavy  going  of  the 
3  ssion,  General  Mills  has  proved 
one  of  the  most  effective  mer- 
i  isers  in  the  country.  Especially 
ifs  the  case  with  Wheaties.  A 
t  ast  cereal,  it  was  plunged  into 
)  :ady  crowded  market.  Now  it  is 
p  and  bought  from  coast  to 


II  the  steel  companies  whose 
ncements  created  a  mighty 
of  wage  increases  in  Novem- 
•S.  Steel  stood  alone  in  report- 


ing that  its  wage  level  for  the  next 
year  would  fluctuate  with  the  cost  of 
living." 

Twenty  five  years  ago 

(From  the  issue  of  December  1,  1961) 

"West  Germany,  the  world's  third- 
largest  steel-producing  nation  (1960 
output:  33.6  million  ingot  tons),  has  a 
waiy  eye  on  Japan,  world's  fifth-largest 
(1960  output:  22.4  million  ingot  tons). 
Reason:  Japan  has  embarked  on  a  ten- 
year  $8.5  billion  program  to  raise  pro- 
duction to  52.9  million  tons.  Increased 
capacity  will  give  Japan  an  opportuni- 
ty to  push  into  new  markets,  previous- 
ly the  traditional  domain  of  European 
and  American  steel  industries." 

"Last  June  Donald  M.  Fleming,  the 
Canadian  Finance  Minister,  stepped 
onto  the  floor  of  the  House  of  Com- 
mons to  announce  to  the  Members  of 
Parliament  that  the  time  had  come  to 
give  the  ailing  Canadian  economy  a 
shot  in  the  arm.  His  prescription:  en- 
courage Canadian  exports  and  dis- 
courage imports  by  making  a  radical 
change  in  the  price  of  the  Canadian 
dollar.  .  .  .  Taking  Fleming's  will  for 
the  deed,  the  foreign  exchange  mar- 
kets advanced  the  price  of  the  U.S. 
dollar  for  the  first  time  since  1952, 
with  the  Canadian  dollar  dropping  to 
97  cents  in  a  matter  of  weeks." 

Textron  s  Roy  Little  (left)  and  golfer  Sam 
Snead planned  a  chain  of  3par  courses 


Ten  years  ago 

(From  the  issue  of  December  1,  1976) 

"There's  a  lot  more  to  Southwest  Air- 
lines Co.  than  its  good-natured  sex 
exploitation.  This  brassy  little  intra- 
state airline  is  rolling  in  profits. 
Southwest  is  relatively  new  on  the 
airlines  scene.  It  started  flying  in 
1971.  It  first  broke  into  the  black  in 
1973  with  a  profit  of  $175,000.  Its 


First  trademark  of  Southwest  Airlines  was 
leggy  stewardesses  in  orange  hot  pants 

earnings  soared  to  $2.1  million  in 
1974  and  $3.4  million  in  1975  on  reve- 
nues of  $22.8  million." 

"It's  a  sad  thing  to  say  about  a  once- 
great  company,  but  today  Kennecott 
Copper  Corp.  is  worth  more  dead 
than  alive  as  far  as  investors  are  con- 
cerned. Despite  news  last  month  that 
KN  had  made  a  deal  to  sell  its  Pea- 
body  Coal  subsidiary  for  $1.2  billion, 
$300  million  over  book  value,  KN 
stock  plunged  from  33  down  to  25 'A. 
At  that  price  Kennecott  was  selling 
for  just  over  half  its  book  value — less, 
in  fact,  than  the  $36  per  share  in  cash 
and  securities  it  would  get  from  the 
sale  of  Peabody." 

"How  ya  gonna  keep  'em  down  on  the 
farm?  Don't  worry,  says  the  Depart- 
ment of  Agriculture.  Recently  re- 
leased statistics  suggest  that  the  exo- 
dus of  farmers  to  urban  areas  has 
slowed  from  an  annual  migration  rate 
of  5.6%  of  the  national  farm  popula- 
tion between  1960  and  1970  to  a  rate 
of  2.1%  since  1970.  In  the  Pacific 
states  there  has  actually  been  a  re- 
verse flow  of  2%  since  1970." 


5,  DECEMBER  1,  1986 


263 


Nothing  tires  a  man  more  than 
to  he  grateful  all  the  time.  ' 

Ed  Howe 

All  passions  that  allow 
themselves  to  be  savored 
and  digested  are  only  mediocre. 
Michel  de  Montaigne 


A  man  is  very  apt  to  complain  of 
the  ingratitude  of  those  who  have 
risen  far  above  him. 
Samuel  Johnson 


There  are  people  who  can  never 
forgive  a  beggar  for  their  not 
having  given  him  anything. 
Karl  Kraus 


Gratitude  is  a  burden — and  all 
burdens  are  made  to 
be  shaken  off. 
Denis  Diderot 


There  is  an  infinity  of  things 
that  one  does  well  only 
through  necessity. 
Joseph  Joubert 


Gratitude  and  treachery  are 
merely  the  two  extremities  of 
the  same  procession.  You  have 
seen  all  of  it  that  is  worth 
staying  for  when  the  band 
and  the  gaudy  officials 
have  gone  by. 
Mark  Twain 


Appreciation  is  a  wonderful  thing 
it  makes  what  is  excellent 
in  others  belong  to  us  as  well. 
Voltaire 


There  is  only  one  vice  of  which 
no  one  boasts — ingratitude. 
Gerard  de  Nerval 


In  order  to  improve  the  mind, 
we  ought  less  to  learn, 
than  to  contemplate. 
Rene  Descartes 


Thoughts 

on  the  Business  of  Life 


Would  it  be  the  same  n  nth  us  if  u  <e  u  'ere 
similarly  withdrawn  from  the  hustle 
and  bustle  of  money-making?  Would 
we  lower  the  value  we  place  upon 
possessions  and  raise  the  value  we 
place  upon  human  beings'-'  Would  u  e 
become  more  kindly  and  less 
mercenary  in  thought?  Do  we  allow 
ourselves  to  become  so  blinded 
by  the  material  that  we 
cannot  see  things  in  the 
right  perspective? 
B.C.  Forbes 


Duty  is  an  abstraction 
rather  than  a  catalog 
of  things  to  do. 
James  Shotwell 


A  fool  sees  not  the  same  tree 
that  a  wise  man  sees. 
William  Blake 


His  praise  is  lost  who  waits 
till  all  commend. 
Alexander  Pope 


A  blind  man  will  not 
thank  you  for  a 
looking  glass. 
Thomas  Fuller 


Distance  lends  enchantment 
to  the  view. 
Thomas  Campbell 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3.000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable 


There  are  far  fewer  ungrateh 
men  than  we  believe,  for  the 
are  far  fewer  generous  men 
than  we  think. 
Saint-Evremond 


Duty  will  be  a  merit  when 
debt  becomes  a  donation. 
Mahatma  Gandhi 


There  is  as  much  greatness  0 
mind  in  acknowledging  a 
good  turn  as  in  doing  it. 
Seneca 


I  look  on  distant  objectives 
as  decoys  for  fools. 
Jean-Jacques  Rousseau 


It  is  a  great  sign  of  mediocrif 
to  praise  always  moderately. 
Vauvenargues 


A  Text . . . 

Let  them  alone:  they  be 
blind  leaders  of  the  blir 
And  if  the  blind  lead 
the  blind,  both  shall 
fall  into  the  ditch. 
Matthew'  15.14 


Sent  in  by  Richard  Goodbody,  New 
N.Y.  What's  your  favorite  text?  The 
Scrapbook  of  Thoughts  on  the  Busn 
Life  is  presented  to  sendiri 
texts  used. 


Man's  ingratitude 
knows  no  limits. 
Gabriel  Garcia  Marquez 


No  metaphysician  ever  felt  tr 
deficiency  of  language 
so  much  as  the  grateful. 
Charles  Caleb  Colton 


Politeness  looks  well  in  every 
man,  except  an  undertaker. 
Josh  Billings 
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Just  how  far  doyou  have  to  go 
to  raise  cash  for  your  company? 


Today  there  are  more  ways  to  raise  cash  for 
your  company  than  ever.  But  finding  out  just 
which  way  is  best  for  your  situation  can  be  hard 
work.  That's  where  Continental  Illinois  can  help. 

Hard  work  is  what  we  do  best. 

We'll  make  the  extra  effort  to  look  carefully  at 
your  company's  financial  objectives  to  determine 
exactly  how  much  money  you  need  to  raise  and 
where  you  should  get  it. 


So  if  your  company  is  looking  for  innovative 
ways  to  raise  cash,  and  an  experienced  financial 
partner  that  will  see  the  job  through,  just  call 
Continental  Illinois  at  312-828-8268.  After  all,  that's 

a  lot  easier  than  trying  to  dig  it  up  on  your  own. 

@  Continental  Illinois 

We  work  hard  We  have  to. 

01986Condneml  Illinois  Nations  liank  and  Irusl  Ompany  of  Chicago 
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98  William  Seidman  of  the  FDIC 


The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  220  and  221. 

COVER  STORY  

115  Does  Anyone  Really  Believe  In  Free  Trade? 

With  our  technology  leaking  abroad  almost  as  fast  as  we 
develop  it,  the  long-term  dream  of  a  U.S.  living  off  exports 
of  high-technology  goods  and  services  is  illusory. 

COMPANIES  

48   Ford  Motor  Co. 

Ford  Motor  probably  lost  sales  this  year  because  of  its 
cautious  strategy.  Will  that  strategy  pay  off  in  1987? 

56   The  Up  &  Comers:  Photon  Entertainment,  Inc. 

First,  pizza  and  singing  robots.  Now,  zappaterias. 

61    The  Up  &  Comers:  Engineered  Support  Systems,  Inc. 

Hot  field  showers  and  air-conditioned  tents?  Engineered 
Support  Systems  is  growing  with  today's  U.S.  Army. 

64   The  Up  &  Comers:  Winners  Corp. 

Nashville's  legendary  Jack  Massey  created  three  success- 
ful companies  in  one  lifetime.  But  nobody  lasts  forever. 

71    The  Up  &  Comers:  Landmark  Graphics 

Cheaper  oil  bad  for  oil  service  companies?  Not  this  one. 

108  Mazda  Motor  Corp. 

Mazda's  Kenichi  Yamamoto,  too,  is  feisty  and  stars  in  his 
own  ads.  But  can  he  work  Lee  Iacocca's  magic? 

134  MAI  Basic  Four,  Inc. 

If  dealster  Asher  Edelman  is  so  smart,  why  did  he  sell  MAI 
Basic  Four,  Inc.  for  half  what  it  is  now  worth? 


140  Moore  McCormack  Resources 

James  Barker  remade  his  company  once.  He's  at  it  agaii 

157  Southern  Co. 

With  a  good  chunk  of  capacity  now  shockproof,  Souths 
Co.'s  operating  earnings  were  actually  up  in  a  tough  ye 

161  ICH  Corp. 

Mark  Twain  once  said  of  bourbon  that  too  much  is  ne^ 
enough.  You  can't  say  the  same  thing  about  debt,  thouj 


INDUSTRIES 


42    Franchising:  Hope  Or  Hype? 

Many  find  franchises  the  road  to  independence,  but  otto 
are  finding  them  the  road  to  ruin. 

98   Banking:  The  Next  Blow 

The  head  of  the  FDIC  says  he  is  not  worried  about  farm, 
and  real  estate  losses.  So  why  does  he  sound  so  harasse 

102  Banking:  Cashing  In  On  Calamity 

The  FDIC  spends  more  on  legal  fees  than  all  other  fedei 
agencies  combined.  Where  does  all  the  money  go? 
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PAID  CIRCULATION  OVER  '20,000 


Toni  Mack 


Thank  you,  Ayn  Rand 

Though  she's  only  30,  the  new 
manager  of  our  Southwestern 
Bureau,  Toni  Mack,  is  a  veteran 
of  close  to  a  decade  at  Forbes.  A 
graduate  of  Rice  University,  she 
was  born  in  Mobile,  Ala.  and 
grew  up  in  Ruston,  a  small  town 
in  north  Louisiana. 

How  did  she  become  a  busi- 
ness reporter?  "I  majored  in  En- 
glish and  fine  arts  at  Rice,  but  the 
summer  after  freshman  year  I 
read  Ayn  Rand's  Atlas  Shrugged 
and  decided  business,  not  litera- 
ture, was  for  me."  So  Mack  took 
a  part-time  job  with  a  Big  Eight 
accounting  firm  and  learned  to 
read  a  balance  sheet.  Hearing 
about  a  part-time  opening  at  our  bureau,  she  applied:  "Soundi 
more  interesting  than  accounting."  With  that,  she  was  hooke 
on  Forbes — and  Forbes  on  Mack.  One  of  the  reasons  we  cho: 
her  as  bureau  chief  was  that,  despite  her  youth,  she  clear, 
understands  the  cyclicality  of  business.  As  she  puts  it:  "II 
been  around  here  long  enough  to  see  the  boom  and  the  bust  i 
oil,  which  is  a  valuable  perspective."  For  a  sample  of  th< 
perspective,  see  her  cover  story  on  Shell  Oil  (Oct  6). 

Technology  diffusion  and  the  trade  gap 

Our  cover  story  makes  an  iconoclastic  contribution  to  tt 
debate  on  the  trade  deficit.  It  points  out  that  through  gift,  the 
and  license,  U.S.  technology  is  leaking  abroad  almost  as  fast  j 
we  develop  it.  In  "Does  anyone  really  believe  in  free  trade; 
Contributing  Editor  Norman  Gall  discusses  the  ravenous  hui 
ger  of  developing  countries  for  advanced  technology  and  the 
growing  ability  to  handle  it.  The  story  talks  about  what  econi 
mists  call  "the  home  market  effect"  and  reports  on  how  Sout 
Korea,  Brazil  and  other  fast-developing  nations  follow  the  Jap; 
nese  example  to  penetrate  U.S.  markets  with  adaptations  of  01 
own  technology'.  Conclusion:  Don't  count  on  high  technolog 
to  close  the  trade  gap.  Story  starts  on  page  115. 

Follow  the  insiders 

Amid  the  revolting  revelations  of  l'Affaire  Boesky,  a  lot  c 
people  forget  that  insider  trading  is  not  per  se  illegal.  Insiders- 
executives,  directors — trade  frequently  and  openly  in  their  con 
pany's  stock.  Their  trading  is  illegal  only  if  the  insider  is  tradin 
on  information  not  yet  revealed  to  the  public.  Beyond  this,  tb 
law  requires  only  that  people  report  regularly  to  the  Securitie 
&  Exchange  Commission  transactions  in  the  stock  of  comp< 
nies  in  which  they  are  insiders.  Senior  Editor  Peter  Brimeloi 
reports  that  legal  insider  trading  frequently  gives  clues  as  t 
where  stocks  are  heading.  "The  inside  track"  begins  on  pag 
206.  I  recommend  it  especially  to  believers  in  the  efficiec 
market  hypothesis.  One  more  crack  in  their  theory. 


Editor 
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An  unfair  advantage  in  a  world  of  seduction 
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Trends 


Edited  by  John  A.  Conway 


Biology's  bottom  line 

The  wonders  of  biotechnology  are 
the  stuff  of  science  fiction.  As  in- 
vestments, the  companies  engaged  in 
it  fall  in  the  same  category.  A  survey 
of  96  public  firms  and  41  private  ones 
by  Arthur  Young's  high  technology 
group  shows  the  industry  has  not  yet 
arrived.  The  average  public  biotech 
company  loses  $1.2  million  on  reve- 
nues of  $9.7  million,  of  which  only 
61%  is  from  product  sales,  royalty 
fees  or  licenses.  The  rest  comes  from 
contract  and  collaborative  research 
and  interest.  Only  companies  with 
more  than  130  employees  have 
reached  the  break-even  point,  with 
average  profits  of  $2  million  on  reve- 
nues of  $33  million,  the  report  says. 
By  market  segment,  diagnostic  firms 
are  profitable;  those  in  therapeutic 
and  agricultural  biotechnologies  are 
not.  (Diagnostic  products  generally 
have  fewer  personal  health  risks  and 
require  less  costly  testing  processes.) 
Companies  supplying  materials  and 
innovative  "gene  machines"  are  also 
losing  money,  although  not  as  much. 
Capital  for  R&D  is  the  lifeblood  of 
biotechnology  companies.  To  raise  it, 
they  prefer  venture  capital,  private 
placements  and  equity  offerings  to 
debt,  which  eats  up  the  cash  they 
need  for  research.  The  moral?  Inves- 
tors beware. 


Bye-bye,  perks 

Chief  executive  salaries  at  small 
and  medium-size  companies 
have  ballooned  in  the  last  three  years, 
but  the  value  of  their  perquisites  of 
office  has  declined  20%,  to  an  average 
of  $11,500  a  year.  That's  the  gist  of  a 
survey  of  3,600  officers  at  companies 
ranging  from  $250,000  to  $60  million 
in  sales,  by  Growth  Resources,  Inc.  of 
Peabody,  Mass.  "Executive  perks 
have  been  trending  down  since  the 
implementation  of  the  Deficit  Reduc- 
tion Act  in  1984,  which  began  impos- 
ing limits  on  depreciation  and  tax 
credits  on  company  cars,"  says  GRI 
President  Richard  Bronstein. 

This  year's  Tax  Reform  Act  will 
quicken  the  trend,  since  it  reduces 
deductibility  of  business  entertain- 
t  and  travel  and,  by  lowering  in- 
-  tzx  rates,  makes  direct  compen- 
raore  attractive.  What  perks  re- 


main? Most  chiefs  still  drive 
company  cars  (78%  of  them  U.S.- 
madek  Half  have  kept  company-spon- 
sored club  memberships,  and  three- 
quarters  still  enjoy  supplemental  life 
or  disability  insurance.  Half  of  them 
rate  reimbursement  for  uninsured 
medical  costs,  and  25%  can  get  favor- 
able loan  rates  and  company-support- 
ed legal  and  financial  counseling.  But 
before  long,  these,  too,  could  go. 


Wood  versus 
Wall  Street 

Trees  are  James  Vardaman's  busi- 
ness— he  runs  a  forest  manage- 
ment firm  based  in  Jackson,  Miss, 
with  offices  all  across  the  South — and 
he  sees  something  in  the  timber  mar- 
ket he  has  never  seen  before.  Prices  of 
standing  timber  (stumpage)  are  falling 
while  the  price  of  lumber  has  been 
rising,  he  reports  in  his  newsletter, 
Vardaman's  Green  Sheet.  He  concedes 
that  some  factors  may  have  prompted 
tree  farmers  to  cut  more  timber  than 
was  needed:  Drought  allowed  cutting 


To»TCend  DickinsonPhcKo  Researchers 


Loblolly  pines 

Dow  Jones  in  the  woods. 


in  usually  impassable  swampy  areas, 
for  example,  and  some  owners  may 
have  had  to  sell  trees  to  cover  losses 
in  oil,  farming  or  real  estate.  But  those 
conditions,  he  says,  are  always  pres- 
ent in  the  South.  He  sees  the  explana- 
tion in  the  ratio  of  interest  rates  to 
physical  tree  growth.  With  inflation 
low  and  quality  bonds  yielding  10%, 
timber  growing  at  a  7.5%  rate  was 
hardly  an  attractive  investment,  so 
rational  investors  switched  from 
wood  to  Wall  Street.  With  interest 
rates  down  now,  that  could  change, 


and  he  thinks  sales  of  timber  vi 
come  back  in  line  with  demand.  If 
is  wrong,  Vardaman  says  he  vi 
"cheerfully  refund  what  you  paid 
for  this  forecast." 


Hey,  big  spender 

Do  corporations  know  what  tb 
spend?  Purchasing  Magazine  t 
just  surveyed  the  top  100  industr 
spenders,  ranging  from  General  M 
tors  (which  lays  out  almost  $51  b 
lion  a  year  for  its  needs)  to  Reynol 
Metals  ($1  billion)  and  raises  the  poi 
that  in  many  cases,  particulai 
among  conglomerates,  no  one  at  C 
top  level  really  knows  what  the  coi 
pany's  buying  total  actually  is.  T 
magazine  is  not  arguing  for  a  corp 
rate  purchasing  czar,  but  it  does  se« 
Kafkaesque  angle  to  the  lack  of  wh 
it  calls  a  "purchasing  ombudsmar 
(Try  to  find  the  "top  purchasing  gu 
at  Textron,  it  says.)  John  Pughe,  fc 
merly  director  of  material  resourc 
at  Allied-Signal  (which  spends  $7 
billion,  more  than  half  its  sales,  i 
supplies),  sees  some  danger  in  the  a 
sence  of  a  centralized  purchasi. 
boss.  Without  one,  he  says,  a  comp 
ny  can  lose  economy  of  scale  in  i 
buying,  plus  "a  certain  critical  intel 
gence."  Richard  Williams,  director 
purchasing  for  Eaton  Corp.  of  Clev 
land,  Ohio,  notes  that  the  industr) 
"accounting  practices  are  archaic 
But  companies  should  be  able  to  po 
their  internal  buying  power  to  tai 
advantage  of  volume  discounts  ai 
get  costs  under  control,  he  says. 


Paper  gold 

Buying  gold  has  logistical  dra^ 
backs.  Except  for  coins,  it  can't  1 
bought  in  small  quantities.  And  lar, 
amounts,  once  delivered,  are  expe 
sive  to  store  and  illiquid  besides.  Br 
kers  and  banks  are  solving  this  wi 
nonnegotiable  gold-backed  certi: 
cates,  passbooks  or  monthly  stat 
ments,  storing  most  of  the  metal 
Delaware  banks.  Forty  percent  of  ne 
investors  in  gold  now  opt  for  the  p 
per,  up  from  2%  in  1980,  says  Brut 
Kaplan,  senior  vice  president  of  i 
Mark  Precious  Metals,  a  major  U. 
gold  wholesaler.  Gold  depositori' 
now  hold  5  million  ounces  for  inc 
viduals,  up  from  500,000  in  1981.  Tl 
paper  allows  bullion  bars  in  bar 
vaults  to  be  sold  in  increments  as  tir 
as  one  ounce,  thus  opening  the  go 
market  to  small  investors.  (Gold  coi 
paper  is  available,  too,  but  cosi 
more.)  The  paper  also  eliminates  salt 


heirolet's  Japanese-built  Spectrums  coming  ashore 
'he  nameplate  makes  the  difference. 


ixes  and  shipping  and  handling  fees, 
lcreases  liquidity  and  cuts  storage 
;es  to  practically  zero.  Brokers  and 
anks  make  their  money  on  commis- 
fions.  E.F.  Hutton  has  doubled  its  pa- 
ier  program  since  early  1985  and  now 
dls  perhaps  60%  of  its  gold  this  way. 
Ihearson  Lehman's  paper  gold  sales 
■rew  25%  in  the  last  year.  Consumers 
nationwide  can  buy  on  credit  cards 
irough  Citibank  and  Security  Pacif- 
c,  and  the  latter  also  lets  investors 
uy  through  their  checking  accounts 
or  as  little  as  $50  a  month. 


tome-grown  imports 

Before  long,  imported  cars  with 
Detroit  labels  could  account  for 
•0%  of  the  Big  Three's  U.S.  sales, 
-ars  from  Chrysler's  Japanese  part- 
er,  Mitsubishi,  already  account  for 
bout  11%  of  the  U.S.  maker's  retail 
eliveries  (119,000  in  ten  months). 
Vhen  Chrysler/Mitsubishi  finishes 
Is  plant  in  Illinois,  Chrysler  will  get 
mother  120,000.  A  few  thousand 
igh-priced  Maseratis  built  for  Chrys- 
ir  will  come  in  from  Italy  late  next 
ear,  too.  General  Motors  has  import  - 
d  140,000  Isuzus  and  Suzukis  with 
Chevrolet  nameplates,  plus  160,000 
Jovas  (built  by  GM/Toyota  in  Cali- 
)mia),  for  nearly  7%  of  its  1986  sales. 
Jext  year  Korean  cars  with  a  Pontiac 
3go  will  arrive,  and  in  another  18 
lonths,  GM  will  get  half  the  produc- 
lon  of  a  Suzuki  plant  to  be  built  in 
Canada.  Ford  now  imports  just  one 
ar,  the  Merkur,  an  $18,000  two-door 
edan  from  its  German  arm.  But  next 
ear  Ford  plans  to  bring  in  another, 
tore  expensive  German  car,  a  small 
Korean  car  and  more  Mazda-designed 
ords  from  its  plant  in  Mexico.  Later 
/ill  come  a  few  Taiwanese  cars,  half 


the  production  of  a  Mazda  plant  near 
Detroit  (a  Mustang  type)  and  a  car 
from  Ford  Australia.  Chrysler's  Mexi- 
can plant  will  ship  some  of  its  new 
LeBaron  models.  In  all,  Detroit's  im- 
ports, about  500,000  now,  could  dou- 
ble in  the  next  few  years. 


Concepts  in  the  round 

One  new  wrinkle  in  the  computer- 
aided-design  market  could  prove 
a  boon  to  270,000-odd  mechanical  en- 
gineers. Developed  by  Aries  Technol- 
ogy, a  Lowell,  Mass.  firm  formed  by 
veterans  of  ComputerVision  and  Digi- 
tal Equipment  Corp.  and  backed  by 
$14  million  in  venture  capital,  the 
device  is  a  software  and  hardware 
package  that  enables  engineers  to 
draw  solid  images  of  three-dimen- 
sional models  on  desktop  computers. 
Replacing  the  "stick"  figures  now 
used  in  desktop  systems  will  allow 
testing  of  designs  in  the  conception 
stage  for  weight-bearing  capacity,  size 
and  fit.  The  device  should  avoid  the 
five  or  six  prototypes  usually  needed 
to  test  an  idea  and  could  cut  30%  to 
50%  off  development  costs.  One  hun- 
dred U.S.  corporations  are  looking  at 


One  screen,  three  dimensions 

Good  news  for  270,000  engineers. 


the  idea.  Cummins  Engine  (which  in- 
vested another  $1  million  in  Aries), 
GE,  General  Motors,  Chrysler,  Xerox 
and  four  others  are  already  using  it, 
says  Aries  marketing  director  Richard 
Miller. 


Drinking  in  peace 

Traveling  businesswomen  regard 
hotel  bars  as  upholstered  snake 
pits — and  women  constitute  27%  of 
the  hotel  industry's  expense-account 
patrons,  a  figure  expected  to  rise  to 
45%  by  the  year  2000.  A  survey  by 
Holiday  Inns  shows  that  89%  would 
prefer  in-room  service.  That  creates  a 
hotel  problem  because  the  break-even 
point  on  a  room  service  call  is  a  sturdy 
$10.  BarVender  Inc.  of  Posen,  111. 
thinks  it  has  one  answer,  a  computer- 
monitored  in-room  service  that  dis- 
penses up  to  24  kinds  of  drinks  and 
automatically  adds  them  to  the  occu- 
pant's bill.  The  company  will  sell  the 
system  (at  $900  to  $1,000  a  room)  or 
will  install  and  service  it  free  for  a 
percentage  of  the  take.  BarVender  so 
far  is  operating  in  eight  Days  Inns  and 
is  about  to  sign  up  Holiday  Inns.  The 
company  says  it  will  not  only  serve 
nightcaps  but,  with  the  computer 
watching,  keep  cheating  patrons  and 
pilfering  employees  from  drinking  up 
the  profits.  By  next  year,  says  Daniel 
Fox,  BarVender's  sales  and  marketing 
vice  president,  the  company  will  have 
the  computerized  service  in  about 
10,000  hotel  rooms  nationwide  and 
revenues  of  $10  million.  By  1990,  he 
says,  that  could  reach  $50  million. 


Quote,  unquote 

Forty-eight  nuclear  plants  in 
France  now  generate  70%  of  its 
electric  power,  and  Electricite  de 
France,  the  state-owned  utility,  will 
continue  building  nuclear  capacity 
through  the  1990s.  Why  has  Paris  put 
such  emphasis  on  nukes?  Jacques  Le- 
clercq,  the  EdF's  senior  vice  president 
in  charge  of  nuclear  power:  "We  have 
four  reasons.  We  have  no  coal,  we 
have  no  oil,  we  have  no  gas  and  we 
have  no  choice." 

Sir  Norman  Payne,  chairman  of  the 
state-owned  British  Airport  Author- 
ity, on  the  fact  that  his  organization 
will  actually  be  going  public  when  it 
goes  private  through  sale  to  investors: 
"What  do  you  expect  from  a  country 
that  calls  its  top  private  schools  pub- 
lic? It  was  Oscar  Wilde,  I  think,  who 
first  used  that  old  line  about  division 
by  a  common  language." 


Follow-Through 


Complimentary  Chrysler  Convertible 


'Subject  16  Conations  And  Avo*ao*ty 
Mini-Suites  and  Villas  $11  7.00  -  $765.00 

•  Night-lighted  tennis 

jQ^  ^s-  >.  Nautilus  gym  spa 

^ —  Dairy  maid  service 
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CRACK 
THE  MYSTERY 

A  consistent  record  of  record 
profits  invites  a  broader  view, 
don't  vou  agree? 

We're  900,000  phone 
customers  in  19  states,  with  seven 
non-regulated  telecommuni- 
cations subsidiaries  and 
investments. 

Write  for  our  annual  report. 

(NYSE  symbol:  AT) 
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100  Executive  Parkway  D.  Hudson,  OH  44236 


Hard  times  in  Hollywood 

Three  months  ago  Cannon  Group, 
Inc.,  despite  SI 50  million  in  reve- 
nues from  such  schlock  movies  as 
Breakin '  and  Tlx  Last  American  Virgin, 
saw  trouble  in  its  lenses.  Cannon's 
stock  had  risen  from  l'/2  to  45  Vi  in  a 
few  years,  pushing  the  24%  stake  of 
founders  Menahem  Golan  and  Yoram 
Globus  to  nearly  SI 00  million.  But 
the  SEC  had  questions.  It  seemed  that 
by  booking  revenues  faster  than  it  re- 
corded costs,  Cannon  might  be  carry- 
ing as  assets  a  lot  of  money  it  might 
never  recapture.  Some  analysts  pre- 
dicted a  fat  writedown  for  Cannon 
somewhere  down  the  line  (Forbes, 
Sept.  8). 

The  SEC's  informal  inquiry  has 
now  blossomed  into  a  "formal  fact- 
finding investigation,"  covering  not 
only  amortization  of  film  costs  but 
also  Cannon's  financial  condition,  re- 
ported earnings,  tax  liabilities,  licens- 
ing transactions  and  the  way  it  used 
S207  million  in  debt  raised  publicly 
earlier  this  year.  Cannon's  stock, 
which  had  reached  a  high  of  45  Vi  last 
summer,  recently  traded  at  17. 

The  SEC  investigation  may  force  a 
writedown  sooner  rather  than  later. 
Last  month  the  company  reported  a 
third-quarter  loss  from  operations  of 
SI 4.5  million  on  revenues  of  $77  mil- 
lion. The  stock  dropped  further,  to  14. 
"Cannon  has  survived  on  Wall  Street 


financings — $330  million  sini 
1983,"  says  one  analyst.  In  order 
maintain  the  appearance  of  piofit 
others  say,  the  company  needs  to  ke« 
making  more  and  more  films.  To  (j 
that  it  needs  to  borrow  more.  But  g> 
ing  to  the  public  markets  dunng  i 
SEC  mvestigation  could  prove  difj 
cult.  Cannon  has  told  the  SEC  th 
Drexel  Bumham  has  been  asked 
raise  S200  million  by  year's  end.  ("N 
comment,"  Globus  says.)  That  cou. 
be  stymied  because  Drexel  now  faci 
its  own  SEC  inquiry. 


On  again,  off  again 

At  the  end  of  October,  Communii 
Psychiatric  Centers,  a  Californii 
based  psychiatnc  hospital  compar 
with  S205  million  in  revenues,  nixe 
a  proposal  that  would  have  turned 
into  a  master  limited  partnersbj 
(Forbes,  Dec.  1).  The  reasons  for  tl 
conversion  seemed  sensible.  Corp* 
rate  earnings  are  taxed  twice — once  1 
the  corporation,  then  to  shareholde 
as  dividends.  Partners  pay  only  one 
After  tax  reform's  new  maximui 
rates  take  full  effect  in  1988,  sharl 
holders  will  pay  over  $52  in  taxes  p< 
SI 00  of  earnings  distributed  whi 
limited  partners  pay  $28. 

The  trouble  was  that  tax-exem] 
institutions  (mostly  pension  fund 
holding  about  30%  of  CPC's  stoo 
objected  because  they  thought  the 


Cannon  s  Yoram  Globus  and  Menabem  Golan 
The  SEC  wants  to  see  what's  in  the  picture. 


fodak  introduces 
I  feature  never  before 
available  on  a  high-speed 
walk-up  copier 

Simplicity 


The  new  Kodak  Ektaprint  235  copier-duplicator.  It  turns 
out  copies  at  the  rate  of  85  a  minute,  5100  an  hour.  And  it 
saves  you  more  time  by  doing  complicated  jobs  like  chapter- 
ization,  slip-sheeting,  cover  insertion  and  even  two-sided 
copies  from  one-  and  two-sided  originals,  automatically. 
But  that's  only  part  of  the  story. 

You'll  also  find  the  235  easy  to  use.  The  new,  user- 
friendly  control  panel  can  reduce  setup  time  dramatically. 
It's  all  part  of  the  Kodak  advantage:  leading  technology, 
proven  reliability  and  the  best  service  in  the  business. 
Reaffirmed  by  independent  surveys,  year  after  year.  For 
details,  send  the  coupon,  or  call  1 800  44KODAK 
(1800  445-6325),  Ext  611. 


Leading  technology: 
the  Kodak  advantage 


slman  Kodak  Company,  1986 


Eastman  Kodak  Company,  CP6349 
Rochester,  NY1 " 


□  Please  send  me  details  on  the  latest  Kodak  copier-duplicators. 

□  Please  have  a  representative  call  for  an  appointment. 

Our  approximate  monthly  copy  volume:  
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the  Boston  Company  has  a  simple 
approach  to  personal  investment 

BANKING: 

Serve  every  client  as  if  that 
client  were  our  only  client. 

Because  we  know  you  always 
have  a  choice. 

so  our  personal  investment 
bankers  make  it  their  mission  to 
confirm  your  choice.  every  day. 
to  anticipate  your  needs.  as  well 
as  respond  to  them. 

for  investment  management, 
personal  lending.  money  market 
investments.  residential  mortgages, 
or  any  other  financial  service, 
we  have  a  personal  investment 
banker  to  meet  your  requirements* 

if  you're  a  financially  successfu 
individual  desiring  the  highest 
possible  level  of  personal  service, 
contact  The  Boston  Company. 

Telephone  1-600- CALL  BOS 
(1-600-225-5267). 

And  enjoy  the  substantial  advan 
tages  of  being  a  privileged  client. 


THE  BOSTON  COMPANY 


'(  IpffQin  rmnHiirtt  i 


■  not  he  uvmtahlf*  in  nil  ^t:ttf\ 


Boston  Safe  Deposit  and  Trust  Company 

Member  FDIC.  An  Equal  Housing  Lender.  {■} 


ax  bills  might  go  up,  not  down.  Why? 

ncome  from  the  partnership,  unlike 
j  ividend  income,  would  no  longer  be 

onsidered  tax-exempt.  Moreover,  the 
iistitutions  would  be  subject  to  oner- 
;us  Internal  Revenue  Service  report - 
iig  requirements. 
Then,  on  Nov.  7,  CPC  about-faced, 

nnouncing  reactivation  of  the  part- 

ership  conversion — and  the  institu- 
rions  that  had  opposed  it  were  now 
joing  along.  Again,  why?  It's  still  un- 

lear  whether  the  institutions  will 

nd  up  with  higher  tax  bills,  but  they 
lid  find  a  way  to  circumvent  report - 

lg  problems.  The  solution  was  to 
c  reate  a  separate,  non-tax-exempt  cor- 
I  oration,  owned  by  the  tax-exempt 
Siinds,  that  would  hold  the  partner- 
ihip  units,  receive  their  income  and 
{end  it  to  the  pension  fund  parents, 
aresto,  no  need  to  file  more  tax  forms. 
^Apparently  the  tax-exempt  institu- 
lons  feel  the  benefits  of  a  partnership 
■utweigh  the  cost  of  setting  up  a  cor- 
poration," says  Larry  Feinberg,  a  Dean 
i/itter  analyst  who  follows  CPC. 


oyalty  beyond  the  call 

Eirst  prize  for  alumni  loyalty  last 
fear  went  to  Centre  College,  a 
ill  800-student  liberal  arts  school 
m  Danville,  Ky.  (Forbes,  Jan.  27). 
iientre  had  collected  from  74.1%  of 
Is  7,500  former  students.  The  previ- 
ous record,  according  to  its  president, 
llichard  Morrill,  was  Princeton's  1959 
tore  of  72.2% .  True,  the  average  gift 
iras  only  $94,  but  the  side  effects  were 
liotent.  Many  foundations  use  alumni 
bpport  as  a  criterion  for  grants,  and 
1985-86  Centre  garnered  $1.2  mil- 
lion worth. 

i|  The  ripple  effects  continue.  Centre 
las  been  given  $180,000  from  two 
ew  York  City-based  foundations  to 
used  to  help  the  fundraising  efforts 
six  of  its  campus  neighbors  in  near- 
f  Appalachia — one  in  Kentucky,  two 
North  Carolina  and  three  in  West 
irginia.  Each  of  the  six  is  eligible  for 
10,000  from  the  foundations.  Centre 
ill  keep  the  rest  to  run  the  program, 
he  loyalty  factor  also  helped  gain  a 
I  million  building  grant  from  New 
ork  City's  Olin  Foundation,  which 
lorrill  will  use  to  construct  a  physi- 
il  science  center. 

If  the  past  is  prologue,  President 
slorrill  (himself  an  alumnus  of 
Town)  can  expect  further  gains.  This 
sar,  he  says,  the  percentage  of  alum- 
contributing  to  his  school  in  the 
lue  Grass  country  rose  to  75.1%  and 
ae  average  gift  is  $119,  about  last 
2ar's  national  norm. 


The  secret  of  Partagas  is  a 
living  Cuban  legend. 


His  name  is  Ramon  Cifuentes.  And  like 
his  father  before  him,  Partagas  Premium 
Cigars  are  his  life. 

Long  ago,  he  made  them  in  Cuba. 
Today,  more  than  20  years  after  his  exile, 
he  carries  on  his  family's  unique  tradition 
in  the  Dominican  tobacco  center  of 
Santiago. 


It  takes  almost  three  years  to  turn  the 
finest  tobaccos  in  the  world  into  a  Partagas. 
Each  of  them  is  made  entirely  by  hand. 
And  from  its  priceless  Cameroon  wrapper 
to  its  rich  aroma,  a  Partagas  is  unlike 
anything  your  senses  have  ever  experienced. 

Ramon  Cifuentes  will  have  it  no 
other  way. 


PARTAGAS 


©Cifuentes  Y  Cia  1986 
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F-3820 


The  key  to  winning  an  array 
of  long-term  contracts  extending 
well  into  the  90's. 


^^Lqckheed 


Giving  shape  to  imagination. 


As  technologies  expand  at  ai 
ever-greater  pace,  so  do  the  op- 
portunities for  those  who  can  p 
them  to  use. 

At  Lockheed,  some  of  today's 
engineering  and  design  teams  < 
exploring  technology  in  four  m 
jor  areas:  Aeronautical  System 


ormation  Systems;  Marine 
:. items;  and  Missiles,  Space  and 
:  :ctronic  Systems.  Lockheed  is 
:  ;anized  to  capitalize  on  unique 

ds  of  expertise,  and  to  properly 
i  us  the  corporation's  efforts  in 
i  as  important  to  the  future. 

\  planned  investment  of  more 


than  $2  billion  over  the  next  five 
years  will  ensure  Lockheed's 
position  at  the  forefront  of  these 
technologies. 

With  sound  technical  and  fi- 
nancial strength,  Lockheed 
moves  into  the  future  from  its  best 
position  ever.  Further,  Lockheed 


enjoys  a  solid,  well-balanced 
business  base. 

From  lasers  for  strategic  de- 
fense to  systems  for  a  permanent 
space  station,  Lockheed  contin- 
ues to  advance  the  technologies 
essential  to  the  military  and  com- 
mercial contracts  of  the  future. 


Readers  Say 


Our  Briefcases 
Last  Longer 

Becauselheyte 
Made  Slower. 


Schlesinger  cases  are  not  rushed 
through  production  on  assembly  line 
machines.  Since  1919  they've  been  hand 
crafted  in  America  by  expert  leather 
workers.  From  leathers  so  superb,  95%  of 
the  worlds  hides  never  meet  our  standards. 

Make  an  investment  in  true  quality 
with  Schlesinger.  For  catalog  and  dealer 
names  send  $3  to:  Schlesinger  Brothers, 
Drawer  F,  117  Jackson  Road,  Berlin, 
New  Jersey  08009. 


SEE  THE 

WHOLE  PICTURE 

A  telecommunications 
company  with  an  average  return 
that  outperforms  the  S&P  500 
ought  to  be  better  understood, 
don't  you  think? 

Besides  phone  business  we're 
a  major  equipment  supplier  and 
mobile  communications  operator, 
and  more. 

Write  for  our  annual  report. 

(NYSE  symbol:  AT) 
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Poetic  justice 

Sir:  I  hope  you  enjoy  "The  Chute"  as 
the  reflections  of  those  in  middle 
management  who  get  copper  para- 
chutes, i.e.,  retirement  for  pennies.  I 
also  pass  on  to  you  another  thought, 
"The  difference  between  execution 
and  murder  is  management." 

"The  Chute" 
You  should  see  my  parachute,  it's 

made  of  pure  gold. 
It  protects  me  from  my  screwups  or 

when  I  get  too  bold. 
It's  too  bad  about  the  peons  who  have 

been  loyal  for  the  eons. 
I'll  grab  my  check  and  hit  the  door, 
Knowing  that  if  I  worked,  I'd  not 

make  more. 
So  give  a  toot  for  that  parachute 
And  screw  the  troops  out  on  the  floor. 
— David  A.  Horning 
Pittsburgh,  Pa. 


Antidote 

Sir:  Thank  you  very  much  for  the 
editorial  comments  (Nov.  3,  Nov.  18). 
You  brightened  my  day  considerably. 
They  are  like  an  antidote  to  an  over- 
dose of  the  Washington  Post. 
— Ronald  Reagan 
The  White  House 
Washington,  D  C. 


Artful  answer 

Sir:  A  simple  way  to  prevent  the  ram- 
pant pirating  of  digital  audiotapes 
("Digital  dream,  digital  nightmare," 
Nov.  3):  Make  the  packaging  as  hand- 
some and  lavish  as  possible  [instead] 
of  a  drab  little  plastic  case  with  a  drab 
little  card  with  the  bare  minimum  of 
information  inside.  If  a  legitimate  dig- 
ital tape  ($10)  can  be  made  $7  worth 
nicer  than  a  pirated  copy  (recorded  on 
a  $3  blank  tape|,  then  people  will  buy 
the  legitimate  tape.  The  record  com- 
panies have  been  doing  this  with  vi- 
nyl LPs  for  many  years. 
— Timothy  Horrigan 
Durham,  N.H. 


Antitrust 

Sir:  Re  the  gratuitous  comments  on 
me  in  your  Oct.  27  rich  list  ("Willard 
[Garvey]  political  agitator,  but  not 
player.  Vocal  support  of  privatization, 
laissez-faire    policies,    but  seldom 


backs  plans  with  dollars.").  Since  po) 
iticians  are  unable  to  cut  governmenl 
the  goal  of  privatization  is  to  get  rid  c 
it.  Since  I  see  less  every  day  of  n 
deeming  social,  economic  or  mon 
value  in  our  political  monopoly  set 
tor,  I  prefer  to  focus  on  the  winnin 
system — the  voluntary  private  sectoi 
—Willard  W.  Garvey 
Wichita,  Kans 


Proper  pic 

Sir:  Kay  and  I  were  appalled  and  horn 
fied  about  that  terribly  unattractiv 
photograph  ("Poor  Little  Rich  Kids, 
Oct.  27).  Would  you  print  another? 

— Patsy  Klein 
Beverly  Hills,  Calif. 


 / 

Sisters  Patsy  and  Kay  Klein 


Levelheaded  diplomat 

Sir:  Thank  you  for  including  the  que 
tation  from  me  in  your  Fact  and  Corn 
ment  "When  The  Red  Nicaraguan 
Shot  Down  A  Private  Americai 
Plane"  (Nov.  3).  I'll  keep  on  sayin; 
stuff  like  that  if  you'll  keep  on  print 
ing  it. 

— Elliott  Ahrams 

Assistant  Secretary  of  State  for  Inter 

American  Affairs, 
United  States  Department  of  State 
Washington,  D  C. 


We're  innocent 

Sir:  Your  article  dealing  with  the  higl 
cost  of  Hollywood  motion  pictur< 
production  (Aug.  15)  concludes,  "Sub 
stantial  savings  can  be  gained  by  go 
ing  nonunion  and  selecting  filminj 
locations  carefully."  Union  scale  ha: 
very  little  to  do  with  the  high  cost  o| 
production.  The  primary  reasons  art 


GREAT  RATES 

ON  MEDIUM  AND  HEAVY  DUTIES 


Annual 
Percentage 
Rate  GMAC 
Financing* 


If  you  have  been  waitin3  for  a  3reat 
financing  opportunity  on  a  new 
GmC  Medium,  Heavy  or  Used  GM 
Truck,  get  on  down  to  your  partici- 
pating GMC  Medium  or  Heavy  Duty 
Truck  Dealer  today.  They've  got  the 
trucks,  options,  and  financing  to 
get  you  on  the  road  fast. 


NEW  GMC  TRUCKS 

On  all  new  and  un- 
used 1987  and  prior 
year  Medium  Duty 
Conventional,  Top 
Kicks,  Heavy  Duty 
Astros,  Brisadiers 
and  Generals  Also 
available  on  new 
1986  and  prior  year 
W7  Forward  models. 


CASHBACK  OF  $1000. 00.. .On  new 
1 986  and  prior  year  W7  Forward 
Models  you  may  select  the  7.9% 
financing  or  $1000.00  cashback  on 
W7  models  delivered  on  or  before 
January  31 , 1 987,  (April  30, 1 987  on 
W7R042HV  models). 


Annual 
Percentage 
Rate  GMAC 
Financing* 


USED  TRUCKS 

On  all  used  GM 
Medium  and  GMC 
Heavy  Duty  trucks 
financed  throush 
GMAC  and  delivered 
from  stock.  See  your 
GMC  Truck  Dealer  for 
details 


*  You  must  take  delivery  from 
dealers'  stock  by  March  31 , 1 987, 
(January  31 ,  1 987  on  W7R042  and 
April  30,  1987  on  W7R042HV 
models).  See  your  participating 
GMC  Truck  Dealer  for  qualifica- 
tion details.  Dealer  financial  par- 
ticipation may  affect  consumer 
cost.  Fleet  sales  not  eligible. 


"In  our  suit-happy  society,  checking  references  for  the 
real  meaning  is  as  difficult  an  art  as  writing  them.  No 
■  i   ce  booklet  could be  more  valuable  than  this." 
Malcolm  S.  Forbes,  Chairman,  Forbes  Magazine 

"  \ny  business  person  who  doesn't  read  this  booklet 
carefully  is  missing  a  wealth  of  practical  information. " 
Martin  Edelston,  Publisher,  Boardroom  Reports 

"A  savvy,  clear-headed  look  at  the  tough  business  of  get- 
ting a  job  candidate's  old  employer  to  open  up  to  you. " 
Ed  Foley,  Editor,  Executive  Productivity 

"Never  hire  another  manager  without  following  Robert 
llalf's  advice.  Business  would  be  better  run  if  executives 
took  the  time  to  do  what  this  booklet  suggests. " 
Alfred  M.  King,  National  Assn.  of  Accountants 


4fe 


FREE 

Published  as  a  public  service.  This  booklet  is  yours  free  by 
contacting  your  Robert  Half  office,  or  writing  to: 
Robert  Half  International  Inc.,  Administrative  Services  Dept., 
522  Fifth  Avenue,  New  York,  NY  10036. 

BOROBERT  HALF 

nm  accounting,  financial  and  edp  personnel  specialists 


ineffective  or  inexperienced  leadd 
ship  at  the  networks  and  the  studic 
overstaffing  on  shows,  lack  of  ad 
quate  lead  time,  stars,  casting,  stud 
changes  and  agency  package  fees. 
— Michael  Franklin 
National  Executive  Director, 
Directors  Guild  of  America,  Inc. 
Los  Angeles,  Calif 


Proper  names 

Sir :  Fact  and  Comment  II  (Nov.  3)  refa 
to  Germans,  Japanese,  "English"  ail 
French.  It  is  incorrect  to  call  Brita: 
"England,  "just  as  it  would  be  to  referi 
Germany  as  Prussia,  France  as  Burgul 
dy,  or  Japan  as  Hokkaido. 
— Robert  Penman 
Hayward,  Calif. 


Fit  for  Rockwell 

Sir:  Re  "Among  New  Doctors, 
Wonderful  Trend"  (Eactajid  Commef, 
Sept.  22).  There  is  another  wonderft 
trend  among  new  doctors — 32% 
med  school  graduates  are  now  woe 
en,  up  from  20%  in  the  last  ten  yeai 
These  women  are  going  to  make  gre 
doctors — caring,  compassionate;  a 
the  things  doctors  should  be. 

It's  a  shame  Norman  Rockwell  isn 
around  to  give  them  their  due. 
—I  D.  Legg 
Tucson,  Ariz. 


Eligible 

Sir:  Re  your  Nov.  3  cover  story  c 
"The  200  Best  Small  Companies 
America."  We  did  not  find  our  comp 
ny  listed,  even  though  our  five-yei 
sales,  earnings  and  return  on  equi 
figures  appear  to  be  well  in  excess 
your  guidelines. 
— Robert  J.  Lipsig 
President, 

ERO  Industries,  Inc. 
Chicago,  III. 

ERO  should  have  been  included. — E: 


Where  he's  at 

Sir:  In  your  article  on  the  renew< 
interest  in  high-tech  research  (Oct.  6j 
was  incorrectly  identified  as  workii 
for  another  company;  I  am  manager 
biotechnology  research  for  Battelle. 
— Anthony  J.  Dennis 
Manager,  Biotedmology  Researcl}, 
Battelle  Memorial  Institute 
Columbus,  Ohio 


36  H-  >bert  Half  International  Inc 

s   idependentlv  owned  md  operated. 


SHERLOCK 


VOULD  BE  PROUD 

OF  US. 


Why  should  the  world's  busiest  stock  market 
be  donning  a  deerstalker  cap  and  delving  into 
detective  work? 
It's  elementary. 

Our  entire  capital-raising  system  hinges  on 
the  public's  faith  in  the  integrity  and  fairness  of  its 
equities  markets. 

But  where  Sherlock  Holmes  used  a  magni- 
fying glass  and  dusting  powder  to  catch  wrong- 
doers, we  at  the  New  York  Stock  Exchange 
are  considerably  higher-tech. 

We've  invested  over  $20  million  in 
special  computer  systems  to  keep  our  house 
in  order. 

One  of  our  systems  tracks  trades  on 
all  domestic  markets,  sifting  through  the 
thousands  of  daily  transactions  to  find 
t  suspicious  patterns.  Another  helps  our 
people  track  down  whoever  is  involved . 
At  even  a  hint  of  impropriety, 
we  take  action. 

Since  the  overwhelming 
majority  of  trading  is  done  by 
honest  people,  it's  the  exceptions 
that  make  news. 

But  the  real  news  isn't  that  people 
sometimes  break  rules,  it's  that  more  of  them  are 
now  getting  caught,  and  sooner. 

Which,  for  them,  is  a  surprise  ending  that 
Sherlock  would  appreciate. 


NYSE 


New  York 
Stock  Exchange 


WK  STOCK  EXCHANGE  INC 


To  show  their  true  colors, 
Daewoo  televisions  face  screen 
tests  that  are  anything 
but  glamorous. 

A  two-foot  drop  onto  solid 
ground.  A  six-hour  baking  at 
185  degrees.  And  a  vibration 
test  at  double-digit  speeds. 

Any  television  that  can't  take 
the  heat  is  out  of  the  picture. 

Same  goes  for  ourVCRs, 
compact  disc  players  and  home 
appliances.  And  our  lineup  of 
audio  products  makes  sound 
investments  too. 

Still,  electronics  is  only  one 
way  Daewoo  means  business. 
There  are  microchips  and 
microwaves.  Automotives 
and  automation.  Oceanliners 
and  jetliners. 

For  the  big  picture, 
call  212-909-8200. 
And  find  out  where  you 
can  see  our  screen  gems 
in  living  coior. 


©1986  Polaroid  Corp  "Polaroid"®  Spectra™ 


"See  dealer  for  film  replacement  details  or  call  800-225-1 J84  from  8am  to  5pm  Eastern  Standard 


f     THIS  YEAR 
GIVE  THE  CHRISTMAS  GIFT 
m  YOU  COULD  NEVER 
GIVE  BEFORE. 


The  Polaroid  Spectra  System  makes  the 
perfect  Christmas  present. 

To  begin  with,  it's  totally  new.  So  you  can 
be  sure  no  one  on  your  list  has  been  given  it  i 
Christmas  before.  (Yourself  included.) 

But  more  to  the  point,  it  produces  instan 
pictures  like  you've  never  seen  before. 
Pictures  that  are  so  sharp,  so  colorful  and  so 
lifelike  we  guarantee  them.  In  writing* 

So  this  year,  put  the  Spectra  System  at 
the  top  of  your  list. 

It  will  give  new  meaning  to  a  picture- 
perfect  holiday. 


PolaroidSpectraSystem 


We  Take  Your  Pictures  Seriously  — 


With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


THERE  IS  A  HIDDEN  KICKER  IN  THE  NEW  TAX  BILL 


t  could  score  a  home  run  on  the  unestimated  revenue 
.  A  combination  of  carrot  and  stick  will  begin  to 
g  back  hunks  of  the  underground  economy  to  the 
llpaying  surface. 

cfhe  carrot,  of  course,  is  the  appreciable  reduction  in  the 
ilome  tax  max.  If  you  can  keep  three  bucks  out  of  the 
nr  you  report  as  income,  there's  far  less  incentive  to  risk 
jlng  to  jail  for  not  reporting  income.  The  temptation  to 
tie  risks  on  cash  transactions  is  almost  cut  in  half, 
ijrhe  stick? 
'it's  heavy,  man. 

i  trhe  chances  of  being  caught  by  one  of  the  myriad  of 
niltiplying  computer  tentacles  are  soaring.  If  you  put 
iiieported  dough  to  work  anywhere  that  it  draws  interest 


or  dividends,  the  feds  have  gotcha.  Now  all  such  payouts 
go  into  the  ever-more-super  Capitol  computers. 

Sooner  or  later  they'll  spit  your  name  out. 

Then  there's  the  fallout  from  the  feds'  allout  crackdown 
on  cash  deposits.  While  the  target  is  drug  dealers,  anyone 
stashing  cash  will  be  unearthed. 

Estimates  of  income  taxes  lost  to  our  Treasury  by  the 
underground  economy  are  $56  billion  in  1984,  $43  billion 
in  1985.  A  sizable  dent  in  those  figures  will  make  a  sizable 
dent  in  the  deficit. 

Imagine,  10  to  20  more  $billions  of  revenue  with  not  a 
cent  of  new  taxes. 

Almost  magical. 

And,  for  sure,  all  to  the  good. 


KNOCKING  AN  INSTANT  $5  BILLION  OFF  OUR  JAPAN  TRADE  DEFICIT 


]  these  days  of  multi-$billions  in  federal  budgets  and 
dficits  apparently  doesn't  grab  those  Capitol  chaps  with 
<i;  power  to  do  it. 

lit  makes  total  sense  to  sell  our  Alaskan  oil  to  Japan, 
rich  could  save  barrels  of  bucks  in  transportation  costs 

'•er  what  it  must  pay  for  what  it's  getting  from  far  more 

■  ;tant  shores. 

We'd  save  a  bundle  by  not  having  to  transport  the 
askan  stuff  to  the  main  oil  lines  on  the  mainland. 
We'd  replace  our  Alaskan  imports  with  Mexican  im- 
rts,  at  the  same  time  saving  ourselves  a  bundle  and 


shoring  up  the  sorely  troubled  Mexican  economy.  Which 
is  so  clearly  in  our  interest. 

With  our  Japanese  trade  deficit  at  $50  billion,  this  in- 
stant $5  billion  switcheroo  would  help.  Not  only  would  it 
be  painless,  but  it  would  be  profitable  for  all  concerned.  To 
paraphrase  a  famous  phrase,  "Saving  $5  billion  here  and  $5 
billion  there,  before  you  know  it,  it  could  add  up  to  real 
money." 

All  it  takes  is  an  act  of  Congress  to  amend  a  law 
passed  during  a  time  of  emergency  that  is — happily — 
long  past. 


DOESN'T  ANYONE  WANT  A  PIECE  OF  THE  TOXIC  PIE? 


iOr,  for  that  matter,  a  chunk  of  the  vast  nontoxic 
iste  pile? 

Out  of  our  millions  of  test  tubes  can  come  no  biological, 
nemical  solutions?  No  bugs  or  compounds  that  eat,  dis- 
>lve,  disperse  garbage,  toxic  or  nontoxic?  No  lasting  con- 


tainments, no  system  or  catalyst  for  transforming  these 
stuffs  from  costly  problems  to  profitable  products? 

There  may  be  no  magic  bullets,  but  there  are  solutions 
out  there. 

And  $billions  in  business  for  those  with  some  answers. 


CONGRESSMEN  AND  SENATORS  WOULDN'T  KNOW  FROM  NOTHING  ON 


most  measures  they  have  to  vote  on  if  it  weren't  for 
lobbyists.  That  the  word's  become  an  epithet  rather  than  a 
job  description  is  pretty  silly.  When  bills  come  before 
committees  or  land  in  printed  form  on  legislative  desks, 
they're  written,  of  course,  in  legal  gobbledygook.  Fathom- 
ing their  true  impact  and  full  ramifications  is — usually  on 
purpose — very  difficult. 
But  the  pounding  on  both  ears  by  those  for  the  measure 


and  those  against  clues  in  even  a  deaf  congressman  on 
import  of  what  he's  about  to  say  aye  or  nay  to. 

Without  lobbyists,  no  one  senator  and  no  one  congr 
man  would  otherwise  have  any  means  of  knowing  wbj 
really  in  all  of  the  511  measures  both  houses  passed 
year,  let  alone  the  thousands  not. 

(Thus  speaks  one  who  spent  nearly  eight  years  in 
New  Jersey  legislature  some  three  decades  ago.) 


CAR  DOORS 

Unless  you're  always  only  two,  or  lean  and  young, 
four  doors  doubly  beat  two. 


ENGLISH  MAY  BE  THE  SECOND  LANGUAGE  OF  MUCH  OF  THE  WORLD 


but  the  language 
of  pictures  is  uni- 
versal. Pictures 
communicate  in- 
stantly to  any  age 
and  everywhere. 

No  one  has 
more  brilliantly 
honed  the  superb 
marketing  tools  that  depiction  and  packaging  can  be  than 
the  Japanese.  Because,  relatively  speaking,  nobody  but  the 
Japanese  speak  or  can  read  Japanese.  So  necessity  may 
have  been  the  motivator  for  developing  such  skillful 


communication  by  pic- 
ture, but  beautifully  re- 
fined Japanese  taste  lifts 
this  marketing  means  to 
the  level  of  art. 

Speaking  of  taste,  look 
at  this  McDonald's  menu. 
Anyone  speaking  any  lan- 
guage needs  only  to  be 
able  to  point  to  order. 

Now  that's  point-of- 
sale  marketing  of  the 
highest  order. 


*t<U>K« 


SPEAKING  OF  ENGLISH  AS  A  SECOND  LANGUAGE 


to  make  it  a  second  language  in  any  area  of  the  United 
States  would  be  a  terrible  mistake.  It  would  do  immense 
harm  to  those  Spanish-speaking  who  are  supposed  to  be 
helped. 

In  areas  of  Florida,  California  and  much  of  the  South- 
west, serious  inroads  have  been  made  in  putting  Spanish 
on  a  par  with  English,  especially  in  the  schools. 

We've  grown  strong  over  two  centuries  from  our  diverse 
ethnic  heritages.  Out  of  the  melting  pot  has  come  a  rela- 
tively blessed  golden  land,  combining  freedom  and  a  stan- 


dard of  living  that's  a  beacon  to  much  of  the  globe. 

The  things  that  flame  the  melting  are  shared  ideals  a 
goals — and  a  common  language.  A  child  cannot  come  c 
of  a  home  that  speaks  other  than  English  as  a  nati 
language  and  attend  a  school  where  the  teaching  and  1 
reading  are  available  in  a  foreign  language  and  not  be  mi 
behind  the  eight  ball  when  it  comes  to  being  an  integ 
part  of  a  nation  that  speaks  English. 

There's  no  greater  way  to  disadvantage  anyone  in  the 
United  States. 


THE  PRODUCTIVE  POWER  OF  A  POSITIVE  QUERY 


Organ  transplants  from  the  newly  dead  can  be  vital  to 
giving  new  life  to  those  in  dire  need.  Many  efforts  have 
been  made,  with  varying  degrees  of  success,  to  persuade 
the  living  that  when  they  cease  to  be,  occasionally  one  of 
their  parts  can  be  an  invaluable  boon  to  someone  else. 
Hearts.  Kidneys.  Eyes.  Livers.  Bones.  Bone  marrow.  Lungs. 
Skin.  And  more. 

But  fitting  the  need  of  someone  living  to  the  timely 
departure  of  someone  else  has,  most  of  the  time,  been 
mighty  tough  to  coordinate. 


New  laws  in  many  states  require  hospitals  to  ask  f  amil: 
of  dead  and  dying  patients  if  they  would  be  willing  to  ma 
available  organs  for  which  there  was  pressing  need.  T 
results  in  the  15  states  to  date  have  been  inspiring.  Abo 
two-thirds  of  the  families  asked  say,  "Yes. "  Transplants  he 
a  grieving  family  to  feel  that  a  loved  one  isn't  totally  gon< 

All  the  result  of  simply  asking. 

There  are  apparently  few  who  don't  respond  positive 
to  doing  such  a  last — and  lasting — good. 

Good  for  the  human  race. 


DO  YOU  REMEMBER 


When  we  came  of  beer-age  five  decades 
;o,  the  most  talked  about  brew  was 
leingold.  For  a  whole  year  its  ads  featured 
jgamut  of  beautiful  gals  contesting  for 
;>ur  vote  to  win  election  as  that  year's 
iss  Rheingold.  It  was  fabulous  advertis- 
g ,  and  when  it  ceased,  so  did  the  populari- 
of  the  beer — although  my  recollection 
a't  clear  as  to  which  came  first  at  the  last. 
This  happy  nostalgia  came  to  mind 
i  hen  I  read  in  Manhattan,  inc.  recently 
>out  how  Seagram,  with  a  low  budget  ad 


THE  MISS  RHEINGOLD  CONTEST? 

campaign,  produced  sales  miracles  in  New 
York  for  Ronrico  rum,  running  a  distant 
second  to  Bacardi.  It  is  running  a  Big  Apple 
contest  to  name  Miss  Ronrico.  The  first 
month  sales  were  up  32%.  And  over  a 
wider  area  than  the  advertising's  reach, 
people  were  clamoring  at  their  liquor 
stores  for  entry  blanks. 

Wouldn't  it  be  great  if  some  national 
brand,  beer  or  other,  lagging  or  leading,  got 
us  all  involved  in  balloting  for  the  year's 
most  beautiful  Miss? 


low! Elect MisRtamjold  I2S1 


BIB  AND  TUCKER 

'Tis  often  said,  not  without  a  degree  of  truth,  that  clothes    when  tackling  a  liquid  dish  or  a  sauced  one.  Better  to  spoil  the 
n  make  the  man.  Trying  to  preserve  them,  though,  can    tie  occasionally  than  the  image  constantly, 
rniake  the  man.  After  one's  first  two  or  three  years,  collar-tucked  napkins 

Like  the  gusty  fullgut  who  tucks  a  napkin  in  his  collar    should  be  phased  out. 


GETTING  AHEAD  BEATS 

getting  even. 


NOTHING  EVER  IS 

as  it  was. 


•  Company  Manners 

(McGraw-Hill  Book  Co.,  $16.95). 
".  .  .  And  the  High  Cost  of  Not  Hav- 
ing Them"  could  well  be  the  subtitle. 
This  lively  guide  is  strewn  with  nug- 
gets of  pertinent  pith.  I  can't  think  of 
many  in  management  who  couldn't 
profit  by  panning  these  pages  for  'em. 


[      THE  BOOK  OF  | 

EDIBLE  NUTS 


xcerpts:  The  office  is  not  a  democracy,  so  why  act  as  if  it 
1}  Salesmen  on  commission  have  the  same  job,  but  they 
\on't  get  the  same  pay.  So  think — if  your  employees  were 
,11  on  commission,  who  would  be  starving  and  who  would 
s  buying  his  own  Rolls  Roycesl .  .  .  Don't  sell  your  brains 
.  >r  a  ham  on  rye.  There  will  be  times  when  people  think  they 
\m  harness  your  creative  energy  and  talent  for  the  price  of  a 
\mch.  .  .  .  The  first  thing  you  learn  when  you  run  a  business 
that  not  only  are  you  "somebody,"  you  are  everybody, 
ou  cannot  be  above  any  job.  Edward  A.  McCabe,  the 
resident  of  Scali,  McCabe,  Sloves,  says,  "The  world  is  a 
etter  place  as  a  result  of  Michelangelo's  not  having  said,  'I 
\on't  do  ceilings.'  "  ...  In  the  1960s  advertisers  and  agen- 
ts were  interested  in  maintaining  cordial  relationships  in 
<ie  Black  Community.  Each  year  Mr.  Johnson  (founder  of 
pony  magazine}  was  invited  by  the  chairman  of  a  large 
Chicago  advertising  agency  to  come  to  tea  in  his  office.  The 
witation  was  always  extended  during  Brotherhood  Week, 
linally,  one  year  as  the  tea  concluded,  Mr.  Johnson  walked 
bthe  door  of  his  host's  office.  At  the  door  the  chairman  put 
is  arm  around  Mr.  Johnson 's  shoulders  and  started  to  say 
is  goodbyes.  Mr.  Johnson  took  two  steps  back,  unwound 
he  chairman's  arm  from  his  shoulder  and  said,  "Sir,  you 
\on't  have  to  love  us.  Just  give  us  your  business."  Those 
lanners  eventually  won  him  much  of  what  he  wanted. 


BOOKS 

by  Lois  Wyse     ■  The  Book  of  Edible  Nuts — by 

Frederic  Rosengarten  Jr.  (Walker 
and  Co.,  $35).  This  enormously 
comprehensive  book  reads  better 
than  you'd  suppose,  while  telling 
you  more  than  you  probably  want 
to  know  about  the  subject.  The  nut 
recipes  are  a  tasty  plus.  Timely, 
too,  since  nuts  are  being  currently 

lauded  for  their  fiber  and  protein  content,  their  cholester- 
ol-lessness.  The  government  even  touts  almonds  as  a  meat 
substitute  in  school  lunches. 


•  How  Many  Things  Can  You 
Do  in  the  Nude? — by  Ray  Reese 
(Everest  House,  $9.95)— is  one  of 
the  many  questions  People  With 
Names  answer  in  this  very  bor- 
ing compilation.  Many,  if  not 
most,  of  the  silly  answers  read  as 
if  press  agents  had  prepared  'em. 
Here's  a  "book"  you  can  do  with- 
out— nude  or  otherwise. 

Excerpt:  Give  As  Many  Things  [As  You  Can]  That  You 
Wouldn't  Want  To  Find  in  Your  Sleeping  Bag  That 
Begin  with  the  Letter  C:  Rex  Reed:  Cholera!  David 
Brenner:  The  cantor's  daughter!  Cossacks!  Don  Cor- 
leone's  wife!  Candy  apples!  Crochet  hooks!  Betty  White: 
The  CIA.  Tony  Orlando:  Celibacy. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mind.  -MSF 


Poet  For  Dinner 

Although  it  is  beyond  the  resources 
of  the  Government  to  get  more  ordi- 
nary Americans  to  read  poetry,  since 
Federal  funding  is  tied  up  these  days 
in  making  lots  of  enormous  machines 
that  go  boom,  still,  in  an  attempt  to 
reintegrate  poets  into  "normal" 
American  life,  the  Department  of 
Health  and  Human  Services  now  of- 
fers a  modest  stipend  to  citizens  who 
will  entertain  poets  in  their  homes. 

— Judy  Karasik, 
New  York  Times  Book  Review 

Tourist?  Boom! 

Fabled  Fishers  Island — Just  off 
the  Connecticut  coast  and  not  far 
from  the  Rhode  Island  line  is  an  island 
belonging  to  New  York  that  is  so  ter- 
ribly, terribly  exclusive  that  its  resi- 
dents may  still  be  loyal  to  George  III. 
One  can  reach  it  only  by  a  "reserva- 
tions, please"  ferry  from  New  London 
and  may  well  be  shot  at  by  a  brass 
cannon  upon  stepping  ashore. 

— Michael  Kilian, 
Knight  News  Service 

Who  To  Believe 

A  survey  commissioned  by  the  Na- 
tional Science  Foundation  has  caused 
the  NSF  to  conclude  that  the  U.S.  is  a 
"technologically  confused"  society. 
For  example,  43%  of  those  surveyed 
believe  in  flying  saucers,  40%  in 


lucky  numbers  and  75%  think  there 
are  good  ways  of  treating  sickness 
that  medical  science  does  not  recog- 
nize. But  what  can  you  expect?  Even 
some  "scientists"  are  dead  certain, 
uncertain  evidence  notwithstanding, 
that  lakes  in  Quebec  are  made  acidic 
solely  by  power  plants  in  West  Virgin- 
ia, or  that  the  earth's  ozone  layer  is 
melting,  or  that  feeding  a  rat  the  hu- 
man equivalent  of  a  ton  of  soda  pop  is 
a  good  way  to  determine  whether  the 
stuff  is  carcinogenic.  It's  not  only 
what  you  believe,  it's  who. 

— Wall  Street  Journal 

Nothing  Doing 

I  do  not  like  football  well  enough  to 
play  it  for  nothing. 

— Red  Grange,  who  signed  a  pro 
contract  in  1925  worth  about 
$1,000  a  minute  of  playing  time, 
and  became  one  of  the  first  sports 
millionaires  by  1928. 

— in  M 

It  s  Who  Sat  On  It 

Historical  person  association  ups 
the  value  of  [an  art  object]  Robert  C. 
Woolley,  senior  vice  president  of 
Sotheby's  New  York,  noted.  He 
showed  a  French  18th-century  paint- 
ed wooden  chair  that  would  ordinari- 
ly go  for  $5,000  or  $6,000,  but  because 
George  Washington  sat  in  it,  it's  val- 
ued at  $25,000. 


Similarly,  an  ordinary  1860  pair 
opera  glasses  would  usually  sell 
$100  to  $150  but  the  pair  he  show 
are  worth  $12,000  because  Abraru 
Lincoln  dropped  them  over  the  tl 
ater  balcony  the  night  he  was  shot, 

"I  know  people  whose  grandmol 
ers  threw  out  Tiffany  lamps,"  Wo 
ley  said,  indicating  how  the  f  icklen< 
of  fashion  and  taste  affects  the  price 
art.  "I  like  art  deco,"  he  said.  "N 
parents  hate  it.  You  never  like  the  ; 
you  grew  up  with." 

— Marian  H.  Munq 
Bernardsville  (N.J.)  Net 


It  turns  out  that  humans 
are  very  recyclable. 

— Robert  Capito  of  the  Norttae 
California  Transplant  Ban 
New  York  Tim 


At  Six,  Stand  Up 

Each  generation  believes  that  tl 
manners  of  the  generation  that  fd 
lows  it  have  gone  to  hell  in  a  baske 

Some  years  ago  when  my  son  wi 
about  ten,  his  grandmother  was  visi 
ing  us;  when  she  came  into  the  hvii 
room,  he  stayed  where  he  wj 
sprawled.  "On  your  feet!"  I  sail 
"Don't  you  stand  when  a  lady  com< 
into  the  room?"  He  looked  surprise 
got  up,  and  quietly  said,  "You  nevi 
told  me  that."  I  probably  hadn't, 
was  a  gesture  so  automatic  in  my  u 
bringing  that  I  took  it  for  granted 
something  any  gentleman  (which  I 
my  definition  meant  any  male  beyor 
the  age  of  six]  did  by  instinct. 

— Russell  Lyne 
Architectural  Dige 

Orchid  Shorts 

The  Bangkok  Oriental  in  Thailan 
is,  as  I'd  been  told,  the  best  hotel  in  th 
world.  I  was  minding  my  own  busine 
going  over  some  notes  when  there  w 
a  knock  on  the  door  and  the  mai 
appeared  with  a  small  gift-wrappe 
parcel  that  had  my  name  and  an  orchi 
on  it.  She  had  clearly  brought  me 
present  from  someone,  and  I  thanke 
her  and  tore  off  the  ribbon  and  pape; 
Inside  was  a  white  box  with  a  doubli 
fold  of  tissue  paper,  and  inside  that 
small  cellophane  envelope  containin 
my  washed  Jockey  shorts.  I  don 't  kno\ 
how  many  hotels  in  the  world  gift 
wrap  your  laundry — I  guess  there  mus 
be  one  or  two  others — but  none,  I  bet 
that  do  it  with  real  style.  It  was  th| 
orchid  that  got  me. 

— Travel  &)  Leisun 


"Why  didn  't  he  sue  someone?" 


When  you  live  in  the  fast  lane, 
it's  nice  to  be  quiet  about  it. 


nagine,  if  you  will  indulge  us  for  a  few  moments, 
preaching  a  stop  light  in  an  Acura  Legend. 
:  Mmost  silent,  most  certainly  serene,  you  glide  to  a 
1  next  to  one  of  those  European 
r  ?way  fliers  that  seem  to  consider 
l  abels  a  necessary  accompani- 
iintto  horsepower. 

"here  may  be  an  inquisitive 

3long  glance  in  your  direction, 
i  no  more  than  that. The  Acura 
.  }end  is  not  an  automobile  that 


highway.  You  bask  in  the  silence  of  precision— 62  db 
at  55  mph.  You  enjoy  detail-perfect  ergonomics.  You 
luxuriate  in  the  kind  of  comfort  that  only  comes  with 
a  car  designed  around  the  driver. 

This,  as  Autoweek  says  of  the 
Legend,  "is  as  good  as  it  gets" 
(September  1,1986). 

This  is  the  one  truly  precision 
crafted  touring  sedan  that 
demonstrates  performance 
doesn't  have  to  be  noisy.  That 


ishly  promotes  its  performance.  >eather  interior,  a  haven  of  luxury  and  quiet.  qUjet  doesn't  have  to  be  slow. 


t  possesses  a  quiet  elegance  which  only  hints  at 
potent  151  hp,  24-valve  fuel-injected  V-6  power- 
nt  that  whispers  beneath  the  hood. 
The  light  turns  to  the  magic  color.  And  with  a  0-50 
e  of  6.1  seconds  you  treat  your  acquaintance  to  a 
se  look  at  the  Legend's  aerodynamic  rear  deck. 
Duietly  pleased,  you  continue  swiftly  down  the 


This  is  the  Acura  Legend.The  automobile  that 
breaks  the  sound  barrier. 

Test  drive  the  Acura  Legend.  It's  available  exclusively 
atyour Acura  dealer.  Call 

1  800  TO  ACURA  for   /Vf*|  |ED^L 
the  location  of  the      ^^^fcn™        I  b^"^ 

u  ic  /uocti/u/  /  ui  u  ic  PRECISION  CRAFTED  AUTOMOBILES 

dealer  nearest  yOU.      A  division  of  American  Honda  Motor  Co.,  Inc. 


i  6  American  Honda  Motor  C.n  lnr_  Arnra  anrl  I  popnri  arp  tradpmarks  of  Honda  Motor  Co  I  tri 


IF  THE  FAST  EXCHANGE  OF  INFORMATION 
IS  CRITICAL  TO  THE  LIFE  OF  YOUR  BUSINESS, 

YOU'LL  WANT  TO  KNOW  WHAT  AT&T  DID 
FOR  HOSPITAL  CORPORATION  OF  AMERICA. 


Not  all  business  communications  are  mat- 
ters of  life  and  death,  but  some  are.  When 
a  surgeon  needs  a  radiologist's  report,  it's 
no  time  to  play  "telephone  tagf 

So  Hospital  Corporation  of  America 
asked  AT&T  to  help  them  design  a  total 
communications  solution,  Physicians  Com- 
munications Network,  linking  doctors 
with  hospitals  in  major  metropolitan  areas. 

PCN  uses  AT&T  System  85  and  System 
j  as  gateways  to  operating  rooms,  nursing 
stations  and  labs,  and  even  mobile  phones 
and  beeper  paging  services. 

In  addition,  physicians  can  send  and 


receive  taped  messages.  So  critical  infor- 
mation is  never  lost,  and  doctors  are  virtu- 
ally never  out  of  touch. 

By  helping  doctors  communicate  more 
efficiently.  Hospital  Corporation  of  Amer- 
ica is  helping  affiliated  hospitals  attract 
talented  physicians,  improving  patient 
care,  and  gaming  operating  economies. 

If  your  business  could  profit  from 
faster,  more  controlled  communications, 
call  AT&T.  We'll  send  you  a  free  copy  of  our 
HCA  case  study,  and  answer  your  ques- 
tions about  making  the  pieces  fit  for  you 


AT&T 


uun>auuui  making  me  pieces  m ior  you.  xl  n^ht  nhr\\na 
Call  us  at  1800  247-1212.  I  M0  [ignt  CllOICe. 


Fact  and  Comment  II 

By  MS.  Forbes  Jr.,  Deputy  Editor-in-Chief 


HOT  TIPS 

iy  bonds,  especially  those  of  sound  companies, 
ly  stocks  of  electric  utilities. 

iy?  The  Boesky  scandals  are  putting  heavy  pressure 
number  of  financial  institutions.  This  deflation  now 
;s  the  Federal  Reserve  a  prime  opportunity  to  ease. 


The  temporary  crippling  of  the  junk  bond  market,  more- 
over, enables  Paul  Volcker  to  ease  with  a  clean  conscience: 
New  money  won't  go  for  speculative  purposes. 

With  interest  rates  coming  down,  sound  interest-sensi- 
tive securities  are  moving  up — dramatically. 


ANTIDOTE  TO  BOESKY,  PICKENS  ET  AL. 


e  Boesky  crimes  and  their  Chernobyl-like  fallout  will 
erate  congressional  scrutiny  of  Wall  Street  in  a  way  we 
en't  seen  since  the  Pecora  hearings  of  the  early  1930s, 
SMich  brought  in  their  wake  the  creation  of 
N  SEC.  The  revulsion  over  Boesky's  illegal 
Ms  and  the  unease  many  people  feel  about  the 
lleover  phenomenon  will  generate  strong 
pissures  for  substantial  change, 
sjrhere  are  several  sensible  reforms  that  Con- 
ass  should  consider. 

iDne  would  make  it  illegal  for  a  manage- 
rint  to  pay  extortion  money  to  a  raider.  This 
cji  be  accomplished  by  prohibiting  a  compa- 
rt  from  buying  a  large  block  of  stock  from  a  raider 
i  less  one  of  two  conditions  is  met:  first,  that  it  obtain 
s  ireholder  approval,  or  second,  it  would  have  to  offer 


Ferdinand  Pecora 
Godfather  of  SEC 


other  shareholders  the  same  price  as  paid  to  the  shark. 
Such  a  rule  would  shut  out  the  hit-and-run  raider  and 
encourage  the  long-term  investor. 

Another  helpful  change  would  be  to  strip  a 
bank  of  its  ability  to  sell  federally  insured 
deposits  if  its  portfolio  contains  more  than  a 
fixed  percentage  of  junk  bonds. 

Finally,  pension  funds,  especially  those  for 
municipal  and  state  employees,  should  be 
forced  to  tighten  up  rules  on  how  much  of  their 
portfolio  can  be  in  junky  paper. 

Such  reforms  should  have  been  enacted 
several  years  ago.  Congress  chose  not  to  do  so 
after  raiders  such  as  T.  Boone  Pickens  put  on  a  song  and 
dance  that  they  were  acting  in  the  best  interests  of 
individual  stockholders. 


A  CAPITAL  IDEA 


The  Reagan  Administration  in  January  may  propose 
f^eral  changes  in  the  way  the  budget  is  prepared.  One 
lissibility  that  it  should  vigorously  pursue  is  enactment 
<a  capital  budget. 

Such  a  document  would  cover  the  cost  of  long-lived 
;  >ets — such  as  highways,  bridges,  aircraft  carriers,  etc. 
'  iese  are  items  that  can  be  legitimately  financed  with 

lg-term  debt. 

Right  now,  Uncle  Sam  has  a  cash-drawer  mentality 
len  it  comes  to  finances.  Business  makes  a  distinction 
tween  money  spent  on  pencils  and  money  spent  on 
pital  goods,  such  as  plant  and  equipment.  So  do  most 
ites  and  municipalities. 

If  a  sound  company  such  as  Du  Pont  were  analyzed  the 
iy  we  look  at  the  budget,  it  would  be  denounced  as  a 
:kless  spendthrift.  Du  Pont  for  years  has  been  spending 


more  cash  than  it  has  been  taking  in;  it  invests  heavily  in 
up-to-date  equipment  and  technology.  This  has  made  the 
firm  successful,  even  though,  by  Washington's  standards, 
it  has  a  "budget  deficit." 

If  the  private  sector  and  most  governmental  entities  in 
this  country  use  two  budgets,  why  shouldn't  Uncle  Sam? 
Then  we  can  get  a  better  fix  on  how  profligate  Washington 
really  is. 

With  a  capital  budget,  we  can  also  scrutinize  more 
closely  the  usefulness  of  such  traditional  pork-barrel  items 
as  harbors,  dams  et  al. 

To  critics  who  think  that  this  idea  would  be  a  gimmick 
to  make  the  deficit  look  less  fearsome,  the  Administration 
should  note  that  a  charge  for  depreciating  these  assets 
would  be  made  in  the  regular  budget,  just  as  is  the  case  in 
the  private  sector. 


ii 


1)  E  WA  RS  PROFILE 


What's  Ahead  for  Business 


Edited  by  Howard  Banks 


Budgetary  smoke 
will  get  in 
your  eyes 


Wait  till  the 
year  after  next? 


Lots  of  room 
for  political 
mischief 


MORE  THAN  ONE  WAY  TO  CUT  THE  DEFICIT 

The  Administration  will  send  its  fiscal  1988  budget  to  Congress  in 
late  January.  If  you  read  it,  wear  a  gas  mask. 

To  meet  the  Gramm-Rudman-Hollings  rules,  the  fiscal  1988  budget 
must  project  a  deficit  of  no  more  than  $108  billion.  The  smoke  screen 
needed  to  show  a  deficit  that  low  will  be  chokingly  dense. 

The  major  fudge  factor  will  be  an  overly  optimistic  forecast  of  around 
4%  real  growth  in  GNP.  The  proposal  will  also  include  the  now  usual 
fictions  about  the  sale  of  overvalued  federal  assets  (such  as  loans  not 
worth  20  cents  on  the  dollar). 

Such  accounting  was  used  to  bring  down  the  deficit  projection  for 
fiscal  1987  (ending  next  Sept.  30)  to  meet,  on  paper,  the  $154  billion 
Gramm-Rudman  limit.  Most  independent  economists  believe  the  true 
deficit  will  be  nearer  $200  billion. 

The  best  that  can  be  said  for  the  $1  trillion  budget  on  its  way  for  fiscal 
1988  is  that  it  will  be  up  only  slightly  in  real  (inflation-adjusted)  terms. 

Further  down  the  road,  though,  is  better  news — if  not  in  dollars, 
at  least  in  budget  technique.  A  switch  to  capital  budgeting  by  the  feds 
is  in  the  wind  for  fiscal  1989.  Done  well,  this  would  be  an  important 
change.  State  and  municipal  governments  have  done  it  for  years — but, 
unlike  the  feds,  most  are  also  tied  to  balanced-budget  rules. 

Today's  unified  budget  doesn't  differentiate  between  spending  on  a 
road  (with  a  life  of  many  years)  and  a  congressional  junket  overseas. 

A  capital  budget  would  promote  investment  and  maintenance  of 
bridges,  sewers  and  even  battleships.  And  amortizing  government 
spending  over  the  life  of  the  asset  would,  over  time,  smooth  the  peaks 
and  valleys  in  the  national  capital  account. 

Using  Office  of  Management  &  Budget  figures,  Prudential-Bache  ana- 
lyst Peter  Davis  has  recast  the  $212.3  billion  unified  deficit  run  up  by 
Uncle  Sam  in  1985.  It  would  have  appeared  as:  $128.8  billion  operating 
deficit  plus  $86.8  capital  deficit  plus  $32.4  billion  loans  (to  farms, 
small  businesses),  less  $35.7  billion  net  inflow  to  Social  Security,  etc. 

The  net  result  is  the  same,  but  the  implications  of  spelling  out  how  the 
number  arose  are  enormous. 

Clearly,  there  is  room  for  all  sorts  of  mischief  in  such  a  transi- 
tion. Liberties  can  be  taken  with  depreciation  periods  (what's  the 
useful  life  of  an  aircraft  carrier?).  And  how  to  treat  farm  subsidies, 
given  that  farmers  will  use  them,  in  part,  to  buy  tractors? 

Nevertheless,  such  a  change  would  make  clearer  the  real  cost  of  federal 
labor  (universally  undercounted,  particularly  for  future  pension  liabil- 
ities). It  might  even  make  national  government  more  capital  intensive. 

It  will  be  a  shame,  though,  if  this  laudable  change  (which  is  being 
pushed  by  White  House  Chief  of  Staff  Donald  Regan)  is  the  sole  fiscal 
policy  initiative  from  the  Administration  in  the  coming  two  years. 


The  Forbes  Index 
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Kerplunk.  The  Forbes  Index  fell  0.2%  during  the  latest 
reporting  period,  the  sharpest  decline  since  August  1984. 
Retail  sales,  no  longer  being  boosted  by  dirt-cheap  auto 
financing,  dropped  5%  from  September  to  October.  Indus- 
trial production  was  flat  in  October.  Since  1977  the  index 
for  industrial  production  has  climbed  only  25.2%. 
Personal  income  has  been  growing  0.7%  month  to 


month.  But  consumer  installment  credit  is  racing  ahead, 
up  1.5%  from  August  to  September  (latest  period  avails 
able).  A  good  part  of  the  credit  surge,  of  course,  is  ex- 
plained by  the  automakers'  promotions  this  fall.  But  this 
growing  gap  between  income  and  debt,  coupled  with  the 
gradual  phasing  out  of  installment  interest  deductions  in 
the  new  tax  law,  could  curtail  spending  next  year. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  of  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation, the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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NOTHING  ESCAPES 
THE  EYE 
OFMAXXUM. 

Capture  the  race,  the  whole  race.  With  the  unmatched 
speed  and  amazing  accuracy  of  Maxxumf  the  world's  first 
SLR  with  built-in  autofocus  technology. 

Suddenly,  it's  incredibly  easy  to  get  the  shots  that  used 
to  get  away.  Automatically  and  in  perfect  focus. 

Discover  the  unique  Maxxum  autofocus  system.  Com- 
plete with  your  choice  of  15  versatile,  interchangeable 
lenses,  a  full  range  of  Autofocus  Flash  units  for  perfect 
exposures  even  in  total  darkness,  and  three  different  cam- 
eras for  three  different  levels  of  photographic  experience. 

There's  Standard  Maxxum  5000  to  introduce  you  to 
autofocus  photography,  Advanced  Maxxum  7000  to  open 
new  doors  of  creative  flexibility,  and  Professional  Maxxum 
9000,  the  world's  most  sophisticated  SLR. 

At  a  race,  at  a  game,  or  right  in  your  own  backyard,  once 
you've  chosen  a  Maxxum  camera,  you  can't  miss. 

Maxxum  shown  with  optional  35-70  mm  zoom  lens.  Be  certain  that  the  valuable  Minolta 
U  S  A  2-year  camera/5  year  lens  limited  warranty  cards  are  packaged  with  your  products. 
For  more  information,  see  your  Minolta  dealer  or  write  Minolta  Corporation,  Dept.  MX- 7, 
101  Williams  Drive,  Ramsey,  N.J.  07446.  In  Canada:  Minolta  Canada,  Inc..  Ontario. 

MAXXUM 

ONLY  THE  HUMAN  EYE  FOCUSES  FASTER 


ONLY  FROM  THE  MIND  OF  MINOLTA 


MINOLTA 


TipK)i:  SocksJnc. 

655  Madison  Avenue.  New  York.  NY  10021  '(212)  555  1212 


Mr.  James  E.  Foote 
Footware  Junction 
Hawthorne,  NY  10532 


February  1,  1986 


Dear  Mr.  Foote, 

Business  is  booming!  Half  the  people  in  town  must  be  walking 
around  on  TipToe  socks. 

We're  doing  so  well,  in  fact,  that  I've  got  to  start  stocking 
up.    My  storeroom  is  just  about  sockless. 


And  since  I've  heard  you 
this  spring,  I'd  like  to 

Here's  what  I  need: 


jpaisley  J/ill  be  a  shoe-in  again 
tie  more. 


Men's 

Lg. 

250 

doz . 

^saisleysA 

Med. 

159 

doz . 

paisleys 

Sm. 

67 

doz . 

paisleys 

Women's 

Lg. 

345 

doz . 

paisleys 

Med. 

129 

doz . 

paisleys 

Sm. 

243 

doz . 

paisleys 

Children's 

Lg. 

77 

doz . 

l  paisleys 

Med. 

56 

doz . 

V>aisleys  / 

Sm. 

23 

doz . 

paisleys 

l 


Please  let  me  know  when  I  can  expect  the  j 
The  sooner,  the  better. 

Many  thanks. 


1  delivery. 


Sincerely, 


Larry  McNaughton 


How  fast  can  yoi 


Just  when  you've  written  what  you  think 

J  J 

is  perfect,  someone  else  has  a  "suggestion" 
and  you  have  another  hour  of  work. 

But  if  you  had  an  IBM  PC,  an  IBM  print- 
er, and  software  like  IBM  Displav Write  4, 
your  revision  time  would  take  up  less  time. 

With  DisplayWrite,  you  fix  only  what 
needs  to  be  fixed.  So  you  can  add  new  lines 
to  page  one  without  having  to  retvpe  pages 
two,  three,  and  four. 


^ou  can  change  paisley  socks  to  argvles 
in  lots  of  places  with  only  a  few  keystrokes. 

And  even  if  you  think  "argvle'*  should 
be  "argile"  DisplavW rite  knows  better,  and 
can  spot  and  correct  spelling  errors  in 
seconds. 

\^  hat  s  more,  vou'll  not  only  write  faster, 
vou  ll  write  better.  ^  hen  its  easy  to  change 
things,  it  s  easy  to  improve  them. 

Another  nice  thing  about  IBM  PC  word 


TipToe  SocksJnc. 

655  Madison  Avenue,  New  York.  NY  10021  '(212)  555  1212 


Mr.  James  E.  Foote 
Footware  Junction 
Hawthorne,  NY  10532 


February  1,  1986 


Dear  Mr.  Foote, 

Business  is  booming!  Half  the  people  in  town  must  be  walking 
around  on  TipToe  socks . 

We're  doing  so  well,  in  fact,  that  I've  got  to  start  stocking 
up.     My  storeroom  is  just  about  sockless. 

And  since  I've  heard  your  argyles  will  be  a  shoe-in  again 
this  spring,  I'd  like  to  order  some  more. 

Here's  what  I  need: 


Men's 

Lg. 

250 

doz . 

argyles 

Med. 

159 

doz . 

argyles 

Sm . 

67 

doz . 

argyles 

Women's 

Lg. 

345 

doz . 

argyles 

Med. 

129 

doz . 

argyles 

Sm. 

243 

doz . 

argyles 

Children's 

Lg. 

77 

doz . 

argyles 

Med. 

56 

doz . 

argyles 

Sm. 

23 

doz . 

argyles 

Please  let  me  know  when  I  can  expect  the  argyle  delivery. 
The  sooner,  the  better. 

Many  thanks. 


Sincerely, 

Ivtn  

Larry  McNaughton 


hange  your  socksr 


cessing  is  the  machine  you  do  it  on. 
\\  ith  the  right  software,  your  IBM  PC 
1  also  manage  your  data,  calculate 
ir  spreadsheets  and  handle  your 
ounting,  to  help  you  track  your 
dness  from  head  to  toe,  no 
tter  what  the  toes  are  wearing 
5  year. 

To  learn  more  about  IBM  PCs, 
A  Display  Write,  and  IBM's  wide 


variety  of  PC  printers,  call  your  IBM 
Marketing  Representative  or  visit  an 
Authorized  IBM  PC  Dealer. 

4        For  the  store  nearest  you, 
call  800-447-4700.  In  Alaska, 
800-447-0890. 


Personal  Computer 


CCopynght  IBM  Oxixxalion  1986 


Forbes 


Why  did  Ivan  Boesky  cheat?  Perhaps  it  was  the  only  way  he  conk 
redeem  his  swollen  reputation  and  keep  his  investors  happy. 

The  Wizard  of  Arb 


By  Howard  Rudnitsky,  Allan  Sloan 
and  Richard  L.  Stern 

Ivan  Boesky,  the  Emperor  of  Arbi- 
trage— a  legend  in  his  own  time. 
But  the  emperor,  it  turns  out,  had 
few  clothes,  and  the  legend  was  80% 
hype.  Boesky's  actual  performance  in 


recent  years  has  been  so  far  from  what 
was  expected  of  him  that  only  by 
cheating  did  he  produce  a  decent  re- 
turn for  his  investors. 

Boesky's  investment  record,  de- 
tailed in  a  recent  prospectus,  shows 
that  as  the  applause  grew  louder  in  his 
ears,  his  performance  fell. 


The  question  investors  ask  most  01 
ten  is  "What  have  you  done  for  m 
lately?"  In  the  early  years,  as  the  ac 
companying  table  shows,  when  hi 
funds  were  relatively  small  and  com 
petition  in  risk  arbitrage  relativell 
light,  Boesky  did  pretty  well.  Latel) 
he  hasn't  done  much.  In  the  year  tha 


Ivan  the  Terrible 


j  This  is  how  Ivan  Boesky's  investors  fared,  versus  hav-  1975-80.  But  from  1982  on,  they  beat  the  S&P's  by 

j  ng  simply  bought  the  stock  market.  (By  the  stock  0.6%— 21.7%  a  year  to  21.1%.  An  inadequate  return  for 

i  narket  we  mean  the  S&P's  500,  with  dividends  rein-  the  risk.  That's  what  happens  when  you  buy  into  a  fund 

I  rested.)  Boesky's  investors  far  outstripped  the  S&P's  for  based  solely  on  prior  performance — or  based  on  hype. 


[  'eriod1 

Value  of  $1 
invested 
4/3/75 
(Boesky  prtnrs) 

% 
return 

Value  of  $1 

invpctpH  in 

111  «  C51CU  lit 

S&P's  500 
4/3/75 

Return  on 
S&P's  500 

Period1 

Value  of  $1 
invested 
5/4/81 
(Boesky  prtnrs) 

% 
return 

Value  of  $1 
invested  in 
S&P's  500 
5/4/81 

Return  on 
S&P's  500 

1975 

$1.03 

4.5% 2 

$1.16 

16.0%2 

1981 

see  note 

1976 

2.04 

97.1 

1.42 

23.6 

1982 

$1.57 

56. 7% 2 

$  .89 

-10.8%2 

1977 

3.98 

95.3 

1.32 

-7.4 

1983 

1.05 

-33.0 

1.28 

44.0 

1978 

4.70 

18.0 

1.40 

6.4 

1984 

2.54 

142.2 

1.36 

8.6 

\  1979 

7.10 

51.3 

1.66 

18.2 

1985(1) 

2.74 

7.7 

1.66 

18.7 

1980 

7.54 

6.1 

2.19 

32.2 

1985(11) 

3.13 

26.92 

1.74 

7.02 

fears  through  1980  end  on  12/31;  1981-85  (I)  end  on  3/31;  1985  (II)  ends  10/31.  2  Annualized, 
lote:  Change  of  reporting  year  eliminates  1981.  1982  covers  period  from  5/4/81  to  3/31/82. 


Source  prospectus 


tied  Mar.  31,  1985,  Boesky's  inves- 
ts got  a  7.7%  return  on  their  mon- 
sej—  less  than  the  10%  they  would 
i  ve  gotten  parking  their  cash  in  90- 
x/  Treasury  bills,  substantially  less 
it  in  the  19%  they  would  have  earned 
■an  index  fund.  And  with,  of  course, 
j  ich  greater  risk. 

r  {Dennis  Levine,  according  to  the  Se- 
curities &  Exchange  Commission,  ap- 
ibached  Boesky  in  February  of  1985, 
:ita  time  when  Boesky's  results  were 
ci;mal.  Other  arbs  were  earning  three 
rtUes  what  Boesky  was.  Is  it  so  sur- 
l  sing  that  the  King  of  the  Arbs  was 
filing  to  do  something  to  make  his 
ilrnbers  better?  Not  only  was  Boes- 
I 's  business  at  stake,  but  so  was  his 
irollen  ego. 

For  the  seven  months  ended  Oct. 
. ,  1985,  when  Boesky  folded  his  fund 
Id  started  another  one,  most  if  not 
I  of  the  profit  can  be  attributed  to 
Is  inside  information  the  SEC  says 

[esky  got  from  Levine.  The  govern- 
^nt  says  that  between  February 
.85  and  February  1986,  Boesky's  "af- 
liated  entities"  profited  illegally  "by 
r.  least  $50  million."  For  the  seven 
jpnths  ended  Oct.  31,  1985,  Boesky's 
feid  had  profits  of  $37.6  million.  How 
uch  would  he  have  made  playing  it 
faight?  Maybe  nothing. 
Take  Boesky's  new,  $900  million 
nd,  launched  with  much  ballyhoo 
;t  spring.  This  was  after  Boesky  had 
oeived  his  last  tip  from  Levine.  The 
Dnder  fund  apparently  lost  money 
rough  Nov.  14,  when  Boesky's  deal 
plead  guilty  and  pay  a  $100  million 
lie  was  announced.  This  loss  even 
ough  Boesky  sold  large  parts  of  his 
>ldings  before  the  news  of  his  fall  put 
keover-related  stocks  into  the  tank. 
According  to  one  investor,  the  fund, 
hich  started  with  $250  million  of 
[uity,  was  down  to  $247  million. 
3u  would  have  been  much  better  off 


in  Treasury  bills  or  an  index  fund. 
This  in  a  period  when  plenty  of  big 
deals  were  consummated. 

The  fund,  sources  say,  was  up  $100 
million  through  June  30.  It  dropped 
$1 70  million  in  the  next  three  months 
and  earned  back  $67  million  from 
Oct.  1  through  Nov.  14.  Sturm  und 
Drang,  but  nothing  to  show  on  the 
bottom  line. 

Well,  you  say.  Arbitrage  is  risky 
business.  You  can't  win  them  all.  No, 
but  during  the  period  Boesky's  fund 
was  struggling,  arbitrage  funds  that 
we  have  examined  showed  returns  in 
the  20%-and-up  range. 

The  way  he  set  up  his  business, 
Boesky  was  riding  for  a  fall.  From  the 
time  he  opened  his  fund  on  Apr.  3, 
1975,  he  had  to  take  enormous  risks 
to  offer  his  investors  returns  competi- 
tive with  those  offered  by  other  arbs. 
The  reason:  Boesky  took  55%  of  his 
fund's  profits  as  his  fee,  compared 
with  the  20%  cut  standard  in  the  arbi- 
trage business.  Boesky's  investors 
were  stuck  with  95%  of  his  losses, 
rather  than  the  standard  80% . 

Because  Boesky  took  almost  triple 
the  normal  fee,  he  had  to  be  three 
times  as  good  as  other  arbs.  Or  he  had 
to  take  more  chances  than  they  did. 
Or  he  had  to  cheat. 

Risk  arbitragers  speculate  on 
whether  announced  takeovers  will  go 
through.  They  typically  buy  stock  on 
margin.  Boesky,  as  a  New  York  Stock 
Exchange  member,  could  leverage  up 
to  four  times  his  fund's  investable 
capital,  whereas  the  average  investor 
is  permitted  only  2-for-l  leverage. 
This  leveraging  greatly  increased  prof- 
its when  things  went  well  but  ex- 
posed investors  to  staggering  risks. 

Look  at  the  numbers  in  the  table 
above.  Someone  who  invested 
$100,000  when  Boesky  opened  for 
business  on  Apr.  3,  1975  would  have 


seen  his  investment  grow  to 
$2,357,000  (pretax)  by  Oct.  31,  1985— 
an  excellent  34.8%-a-year  return, 
compounded.  The  Standard  &  Poor's 
500,  with  dividends  reinvested,  pro- 
duced a  return  of  only  13.5%  during 
the  same  period. 

But,  like  investors  buying  into  a  hot 
mutual  fund  just  in  time  to  see  it  go 
south,  the  investors  who  showered 
Boesky  with  money  in  the  1980s  no 
longer  got  the  Ivan  Boesky  who 
racked  up  spectacular  returns  in  the 
1970s.  Boesky's  first  fund,  which  be- 
gan with  $1,272,500  of  investable  cap- 
ital, produced  a  42.1%  annual  com- 
pounded return  (compared  with 
14.6%  for  the  S&P's  500)  to  investors 
until  Boesky  folded  the  fund  on  Dec. 
31,  1980. 

His  second  fund,  started  on  May  4, 
1981  with  $27.3  million,  produced 
only  28.9%  a  year,  compounded,  over 
its  life,  which  ended  Oct.  31,  1985, 
compared  with  13.1%  for  the  S&P's. 
From  1982  on,  Boesky's  return  beat 
S&P's  by  less  than  a  point. 

And  his  third  fund — with  $250  mil- 
lion of  equity  and  $660  million  of 
13%  debt  raised  for  him  by  Drexel 
Burnham  Lambert — didn't  even  earn 
enough  to  cover  its  interest. 

Look  how  wildly  Boesky's  returns 
swing:  down  33%  in  1983,  up  142.2% 
the  following  year,  passbook-like  re- 
turns of  6.1%  and  7.7%  interspersed 
with  returns  of  97.1%,  95.3%,  56.7%. 

And  the  worst  may  be  yet  to  come. 
Although  the  lenders  seem  likely  to 
get  their  $660  million  back,  Boesky's 
equity  investors  may  see  some  or  all 
of  their  investment  wiped  out  by  the 
lawsuits  arising  from  Boesky's  illicit 
activities. 

As  a  celebrity,  Ivan  Boesky  was  bor- 
ing. As  an  arbitrager,  he  was  second- 
rate.  If  he  is  to  be  remembered,  it  will 
be  only  for  his  crookedness.  ■ 


You  dorit  have  to  win  to  win  at  the  take- 
over game;  you  can  be  so  pushy  that  people 
will  pay  you  to  go  away. 


The  special  talent 
of  Paul  Bilzerian 


By  Richard  Behar 


P>  aul  Bilzerian  is  talking  on  the 
"  telephone,  sitting  on  the  edge 
of  his  seat,  flipping  through  Value 
Line,  chewing  gum.  "Jesus  Christ!" 
He  repeats  the  expletive  and  elabo- 
rates: "It  sounds  like  a  sleeper,  doesn't 
it?  Maybe  we'll  start  buying  while  we 
look  at  it  so  we  don't  waste  time." 

Who  is  the  corporate  target;  Bilzer- 
ian won't  say  and  maybe  he  was  just 
trying  to  impress  the  Forbes  reporter, 
but  the  fact  is,  he  is  one  of  the  more 
voracious  creatures  stalking  corporate 


prey  these  days. 

Paul  Bilzerian,  36,  smart  and  super- 
confident,  is  paraded  out  regularly  by 
Shearson  Lehman  Brothers  to  front 
for  takeover  deals  financed  by  the  big 
financial  firm. 

Equipped  with  deep  pockets  and  a 
mysterious  past,  Bilzerian  already 
holds  the  distinction  of  being  the  only 
man  in  the  U.S.  to  launch  three  tender 
offers  (Cluett-Peabody,  Hammermill 
and  Allied  Stores)  in  a  12-month  peri- 
od and  lose  every  one.  In  losing,  how- 
ever, he  wins.  In  those  three  deals 
alone  he  made  S40  million. 


In  his  latest  deal,  this  fall,  Bilze 
played  white  knight  for  Allied  Stc 
along  with  friend  and  shopping  ce: 
magnate  Edward  DeBartolo  Sr. 
box,  opposite).  After  conceding  dei 
the  pair  presented  their  bill,  the  p 
for  leaving  the  field  to  the  victor: 
million  in  merger  breakup  fees — S 
to  DeBartolo — for  a  month's  vj< 
plus  more  than  S65  million  in 
pense  money  (for  legal  and  bant 
fees).  With  consolation  prizes 
this,  who  needs  to  win? 

Bilzerian  has  developed  to  a  fine 
an  ability  to  finger  victims  for  so: 
one  else's  takeover.  In  August 
joined  with  Bill  and  Earl  Mack, 
New  Jersey  real  estate  tycoons, 
pocket  S58  million  before  exper 
for  the  trio,  when  Hammermill  O 
spurned  their  unsolicited  takeover 
and  merged  instead  with  Internati 
al  Paper. 

"Next  week  it  looks  like  I'm  gc 
to  play  white  knight  for  another  N 
York  Stock  Exchange  company," 
zerian  says.  "There  are  also  about 
transactions  I'm  looking  at  clos« 
and  Dan  Good  at  Shearson  Lehn 
Brothers  called  me  recently  with 
another  deal  he  wants  me  to  do." 

Bilzerian  has  obviously  arriv 
With  a  staff  of  ten  based  in  a  Tam 
Fla.  office  complex,  he  claims  he  is 
longer  interested  in  "highly  coj 
dent"  letters  from  mvestment  ba. 


Subpoena  season 


f 


s  subpoenas  rained  down  on  Wall  Street  in  the  wake 
,  of  the  Boesky  revelations,  Paul  Bilzerian  was  not 
leglected.  Why?  What  does  the  Securities  &  Exchange 
"ommission  want  from  him?  We  don't  know.  We  do 
low  that  his  pass  at  Allied  Stores  raises  some  curious 
mestions  regarding  the  role  of  Jefferies  &.  Co.,  the  Los 
lgeles-based  brokerage  house  that  has  already  been 
subpoenaed  by  the  SEC  in  the  Boesky  case. 

On  Sept.  12  Canadian-based  Campeau  Corp.  lodged  a 
lostile  tender  offer  for  Allied,  and  not  long  afterward 
allied  invited  Bilzerian  and  his  backers  to  serve  as 
/hite  knights  and  rescue  them  with  a  second  tender 
}ffer.  Early  on  Oct.  24  Campeau  dropped  its  bid,  only  to 
declare  minutes  later  that  it  had  purchased  48%  of 
Hied  from  Jefferies.  Bilzerian  and  his  group,  seemingly 
liffed,  quickly  filed  suit  against  both  Campeau  and 
Jefferies,  but  in  the  end  Bilzerian  and  his  principal 
backer,  developer  Edward  DeBartolo  Sr.,  settled  for  lu- 
crative breakup  fees. 

Question:  Was  Jefferies  asked  by  Campeau  to  assem- 
ble the  block,  and  if  so,  exactly  when  was  the  request 
made?  Jefferies  has  repeatedly  denied  having  acted  un- 
der orders  from  Campeau,  but  Bilzerian  challenges  the 
denial.  If  Campeau  had  in  fact  asked  Jefferies  &  Co.  to 
begin  assembling  the  block  during  Campeau's  own 


initial  tender  offer,  that  would  clearly  violate  tender 
offer  laws. 

On  Oct.  10,  says  Bilzerian,  "Boyd  [Jefferies]  told  me 
that  Bob  Campeau  had  asked  him  several  times  to  put 
together  the  block."  Bilzerian  says  Jefferies  was  worried 
that  Campeau  could  not  come  up  with  the  money  to 
take  the  block  off  his  hands  and  thus  personally  offered 
it  to  Bilzerian  instead.  Bilzerian  maintains  that  he 
turned  down  the  offer  because  he  felt  it  was  illegal. 
Adds  he:  "Why  bother  having  tender  rules?  Why  should 
anyone  have  to  put  their  offer  on  paper  and  not  be  able 
to  buy  or  sell  anything  for  30  days  if  you  can  just  call 
Boyd  and  say,  'Hey,  gather  together  all  the  shares  to  give 
me  control  and  when  you're  done  I'll  buy  them.'  " 

According  to  lawyers  present  during  a  sealed  deposi- 
tion given  by  Jefferies,  he  claimed  that  Bilzerian  turned 
down  the  block  not  because  he  felt  it  was  illegal  to 
purchase  it  but  because  he  didn't  want  to  pass  up  his 
lucrative  breakup  fees.  Jefferies  tells  Forbes  that  he 
can't  remember  what's  in  the  deposition,  but  he  denies 
buying  Allied  stock  under  orders  from  Campeau. 

One  would  suppose  from  all  this  that  Jefferies  and 
Bilzerian  are  currently  at  swords'  points.  Not  so.  Says 
Bilzerian:  "Since  the  Allied  deal,  they've  bought  about 
$25  million  of  stocks  for  me." — R.B. 


jrs  eager  to  package  his  deals,  and 
ow  demands  that  they  lay  out  hard 
ash.  Such  is  Bilzerian's  skill  at  profit- 
jig  in  those  deals  that  Shearson  is 
llready  complying  with  his  demands. 
;  I  was  35  years  old  when  I  showed  up 
lo  see  Henry  Henley  [Cluett-Peabo- 
ly's  chairman],"  says  Bilzerian,  re- 
:  ailing  his  first  tender  offer  a  year  ago. 
il'm  sure  he  sat  there  and  said  'Gulf 
;ets  Pickens.  Disney  gets  Steinberg. 
Others  get  Icahn.  I  get  Bilzerian.  Who 
ihe  hell  is  Bilzerian?'  " 

Good  question,  and  one  that  Bilzer- 
ian himself  doesn't  clearly  address. 
;iager  to  foster  a  rags-to-riches  image, 
te  describes  himself  as  being  from  a 
|vorking-class  family — a  fact  that 
loth  surprises  and  upsets  his  father, 
Oscar,  a  college-educated  and  retired 
iederal  government  comptroller  from 
iVorcester,  Mass.  whom  Bilzerian 
.arely  sees.  Similarly,  Bilzerian  down- 
plays the  extent  of  his  financial  in- 
'olvement  with  his  rich  father-in- 
aw,  Harry  Steffen,  a  Minneapolis  de- 
veloper, now  retired  near  Sacramento. 
1  A  Worcester  high  school  dropout, 
bilzerian  spent  his  late  adolescence 
hding  on  his  motorcycle  trying  to  fig- 
lire  out  what  to  do  next.  After  serving 
|i  year  in  Vietnam  in  1970,  he  appar- 
ently scored  high  enough  on  Army 
iptitude  tests  to  get  himself  admitted 
o  Stanford  University,  from  which  he 
vas  graduated  in  1975  with  honors. 
\fter  that  it  was  Harvard  Business 
ichool,  where  he  polished  his  image 
is  an  attention-getter,  often  turning 


up  for  class  sporting  shorts  and  a  ten- 
nis racket.  At  Harvard  he  also  became 
known  for  self-righteous  sermons 
about  the  "immorality"  and  "abuses" 
committed  by  big  business.  But  his 
business  career  hasn't  demonstrated  a 
burning  desire  to  combat  those  al- 
leged abuses. 

In  1978  he  tapped  his  father-in-law 
for  a  $50,000  loan  and  joined  with  two 
others  to  buy  a  radio  station  in  St. 
Petersburg,  Fla.  The  station  and  Bil- 
zerian's partners  slid  into  bankruptcy 
nine  months  after  Bilzerian  had  acted 
to  disassociate  himself  from  the  com- 
pany and  recoup  the  money  he  had 
borrowed  from  his  father-in-law  to 
pay  him  back.  This  impressed  Harry 
Steffen,  who,  growing  more  confident 
in  his  son-in-law's  abilities,  now  be- 
gan to  back  him  in  real  estate  deals. 

Yet  not  everyone  was  as  impressed 
as  old  Harry.  Some  investors  in  a  real 
estate  deal  involving  a  1,100-acre  Cal- 
ifornia ranch  claim  they  were  rooked 
out  of  their  investments  by  Bilzerian 
and  two  partners.  Bilzerian  insists 
that  he  ceased  to  have  an  interest  in 
the  ranch  before  the  plaintiffs  put  up 
their  money.  But  the  plaintiffs,  who 
include  a  Sacramento  professor  of  fi- 
nance, assert  that  Bilzerian  and  his 
partners  manipulated  corporate  own- 
erships so  as  to  leave  the  outsiders 
nothing  but  an  empty  shell  against 
which  to  file  lawsuits. 

Bilzerian  says  that  between  1978 
and  1982  he  accumulated  over  $100 
million  in  Florida  real  estate  assets. 


Much  of  it  seems  to  have  been  held  by 
shell  companies  in  the  Netherlands 
Antilles.  Which  may  explain  why  ma- 
jor Florida  developers  and  brokers  say 
they've  never  heard  of  him  or  his  part- 
ners. Even  a  recent  investigation  by 
one  NYSE  company  under  threat  of  a 
Bilzerian  raid  couldn't  find  "a  trace" 
of  any  empire.  Whatever  the  case,  Bil- 
zerian says  he  has  liquidated  most  of 
it  and  parlayed  the  profits  into  the 
stock  market. 

Say  this  for  Bilzerian:  He  is  a  driven 
man.  He  skips  breakfast  and  lunch 
and  can  go  for  days  without  sleep.  "He 
thinks  he's  going  to  die  young  and 
that  every  moment  is  important," 
says  his  wife,  Terri.  Maybe  she's  right. 
After  going  around  the  clock  twice 
during  the  Allied  negotiations,  Bilzer- 
ian was  taking  a  predawn  walk  in 
midtown  Manhattan  with  two  asso- 
ciates when  he  stopped,  held  himself 
against  a  wall  and  nearly  vomited 
from  exhaustion.  Catching  his  breath, 
he  strode  into  an  early  morning  meet- 
ing with  Bankers  Trust  before  return- 
ing, nearly  delirious,  to  his  hotel  to 
study  more  financial  documents  and 
plot  more  ways  to  get  rich. 

"I've  never  lost  a  dime  in  anything 
I've  invested  in,"  he  boasts.  "Nor  has 
anyone  who's  invested  with  me."  A 
sad  commentary.  That  a  man  can  get 
rich  extracting  money  from  public 
companies,  get  backing  from  a  major 
investment  house  for  doing  so  and 
feel  free  to  boast  about  his  high-stakes 
gamesmanship.  ■ 


While  some  are  finding  franchises  the  road 
to  independence,  others  are  finding  them 
the  road  to  ruin. 


Franchising 


hope  or  hype? 


Supercuts  franchisee  Paul  Walker 
Sometimes  the  dreams  come  true. 


By  Ellen  Paris 


F|  ranchising — that  hybrid,  half 
chain  store,  half  mom-and-pop 
operation — is  thriving.  There  are 
almost  329,000  franchised  businesses 
in  the  U.S.,  up  from  261,000  in  1981. 
Sales  through  franchise  outlets  will 
approach  $576  billion  this  year,  up 
from  $365  billion  in  1981. 

Take  your  pick:  There  are  over 
2,200  franchisors  in  more  than  60  in- 
dustries. The  fastest-growing  segment 
is  services:  maid  services,  home  re- 
modeling, carpet  cleaning,  painting, 
dry  cleaning,  quick  oil  change  and 
tune-up  services  and  temporary  em- 
ployment. Duds  'n  Suds  of  Ames, 
Iowa  franchises  a  combination  laun- 
dry/singles bar  operation.  Oak  Park, 
Mic  b.  s  Hemorrhoid  Clinics  of  Amer- 
ica peddles  a  treatment  clinic  concept 


(at  $9,500  per  franchise).  Ann  Arbor, 
Mich.'s  Molly  Maid  franchisees  send 
women  in  frilly  English  maids'  uni- 
forms to  clean  your  house  for  $35  to 
$45  a  day. 

"Low  tech  is  what's  hot,"  says  Chi- 
cago's Patrick  Boroian,  a  franchise 
consultant. 

Franchising  has  gotten  a  boost  from 
the  massive  layoffs  of  older  middle 
managers,  many  of  whom  bid  their 
major  corporate  employers  adieu  with 
hefty  golden  handshake  capital.  "I  am 
seeing  a  lot  of  former  middle  manag- 
ers in  their  40s  and  50s  who  are  realiz- 
ing that  they  won't  have  enough  from 
a  corporate  pension  for  a  comfortable 
retirement,"  says  Terry  Fairbanks, 
whose  company,  Copy  Mat,  has  sold 
75  copy  center  franchises  since  1984. 

Franchising  also  attracts  a  lot  of 
entrepreneurial  women.  Most  of  Seat- 


tle-based Scandia  Down  Corp.'s 
franchisees  are  women  who  ten  yea 
ago  might  have  opened  their  ov 
small  boutiques.  Yakima,  Wasl 
based  Women  At  Large  franchises  ae 
obic  centers  for  women  size  16 
larger.  It  requires  that  classes 
taught  by  "larger  women."  Women 
Large  has  sold  20  franchises  in  sev< 
states  and  Canada  since  January. 

The  praises  of  franchising  are  sun 
so  often  by  the  personal  finance  mag 
zines  as  to  sound  a  bit  banal.  Financi 
independence.  Be  your  own  boss.  L 
vest  in  yourself. 

Sometimes  the  claims  are  valid.  1 
1979  Paul  Walker,  then  38,  was  mal 
ing  $25,000  a  year  as  a  retail  stoi 
manager.  Unhappy  with  his  salai 
and  future  earnings  prospects,  he  too 
a  second  mortgage  on  his  house  aq 
bought  a  Supercuts  hair  cuttin 
franchise,  which  his  wife  ra| 
1Kashi  and  where  he  did  the  books 
night.  Today  Walker  owns  eigl 
Supercuts  and  four  Copy  Ms 
franchises  and  says  he  is  mal 
ing  over  $200,000  a  year. 

So  the  franchising  business 
doing  something  right.  But  it 
also  doing  a  good  many  thing 
wrong.  According  to  Califoi 
nia's  Department  of  Corpors 
tions,  over  $500  million  a  yea 
is  lost  nationwide  on  bad  "bus: 
ness  opportunities"  and  fran 
chismg  deals. 

Louis  Kallos'  wife,  Beats 
cries  as  Kallos,  a  Hungarian  ire 
migrant,  tells  how  he  lost  hi 
$75,000  life  savings  on  a  Kin 
Bear  Auto  Service  Center  fran 
chise  he  bought  in  1984.  Kallo 
and  his  lawyer  claim  Los  Ange 
les-based  Devlyn  Corp.  misrep 
resented  the  potential  sales  an< 
profits  of  Kallos'  Simi  Valley,  Calii 
store.  Devlyn  Corp.  filed  for  liquida 
tion  a  year  ago. 

Truly  entrepreneurial  people  are  ol 
ten  uncomfortable  with  the  fact  tha 
they  have  to  do  things  the  franchisor 
way,  not  their  way.  That's  what  th 
franchisee  is  paying  for:  the  franchi 
sor's  experience,  which  should  mini 
mize  the  franchisee's  mistakes. 

But  this  also  means  there  is  no 
much  leeway  for  creativity  and  inno  I 
vative  thinking.  "You  have  to  pla)l 
their  game,  so  realize  that  you  coulcl 
wind  up  feeling  that  you've  just  trad  j 
ed  one  boss  for  another,"  says  AlfrecP 
Modica,  professor  of  management  ail 
Mercy  College  in  Dobbs  Ferry,  N.Y.  I 
Agostine  Malerba  of  Philadelphia 
learned  this  lesson  the  unpleasanu 
way.  In  1980  Malerba  owned  12  Ai]\ 
thur  Treacher's  Fish  &.  Chips  franJ 


fhises,  with  sales  of  almost  $9  mil- 

on.  By  1984  he  had  closed  them  all 
.  jtid  lost  $2.5  million.  His  troubles 
iegan  when  the  original  franchisor 
old  the  company  to  Mrs.  Paul's 
Utchens,  Inc.  Franchisees  were  told 
|y  the  new  owners  that  the  only  prod- 

cts  they  could  use  were  Mrs.  Paul's, 
j  "We  told  them  their  product  might 
;  le  okay  to  sell  in  supermarkets,  but 
i  eople  will  not  buy  that  quality  of 
roduct  at  a  restaurant,"  recalls  Ma- 
j;rba.  "They  said,  'Either  do  it  our 
i^ay  or  get  out,'  "  he  adds.  So  Malerba 
i  iot  out.  All  told,  more  than  50  Arthur 

reacher's  franchises  went  bankrupt, 
i  Prospective  franchisees  often  over- 
i  )ok  that  while  they  might  make  it 
iig,  they  might  also  lose  big.  Many 
ranchisors  will  finance  the  purchase 
if  their  products,  but  most  reputable 
ranchisors  demand  that  30%  of  the 
Dtal  investment  be  in  cash, 
t  The  Small  Business  Administration 
nakes  available  guaranteed  loans  at 
ittractive  rates,  but  it  requires  bor- 
jowers  to  collateralize  their  loans 
|/ith  their  home  equity,  in  addition  to 
usiness  assets.  "We  want  someone 
b  put  it  all  on  the  line  and  pledge 
jverything,"  explains  Jerry  Garner  of 
jhe  agency.  "That  way  we  know  we 
[eally  have  commitment  from  the 
franchisee." 

If  a  franchisor's  salesman  starts 
jalking  about  how  little  capital  you 
Leed  to  get  started,  thank  him  and 
lend  him  along  to  your  brother-in- 
iaw.  Make  sure  you  have  enough 
forking  capital  to  last  until  you  start 
itiaking  a  profit,  usually  after  at  least 
|ix  months,  advises  Sidney  Moray, 
thief  executive  of  Los  Angeles'  Gov- 
ernment Funding  Corp.,  the  country's 
ifth-largest  Small  Business  Adminis- 
tration lender.  "Otherwise  it's  like 
trying  to  drive  across  the  desert  with- 
out enough  gas." 

.  The  best  way  to  avoid  disaster  is  to 
ilo  your  homework.  Then  do  it  again, 
ilheck  on  a  prospective  deal  by  asking 
ihe  franchisor  for  a  complete  list  of 
ids  franchisees — a  complete  list,  not  a 
ew  chosen  by  the  person  pushing  the 
[leal.  A  good  concept  might  return 
-0%  or  so  on  sales,  but  you  must  be 
irepared  to  work  7-day  weeks  and  14- 
lour  days.  "Franchising  brings  oppor- 
> unities,  not  miracles,"  says  William 
Cherkasky,  president  of  the  Interna- 
ional  Franchise  Association. 
|  Questions  to  ask  the  other  franchi- 
sees: Does  the  franchisor  make  most 
)f  his  money  selling  franchises  in- 
stead of  a  product  or  service?  If  so, 
lorget  it.  He'll  have  little  interest  in 
'our  continuing  success. 

Other  considerations:  Is  the  con- 
cept too  trendy?  Is  the  market  too 


David  Snick/Onyx 


Beata  and  Louis  Ka/los 
Their  life  savings,  gone. 


narrow?  How  long  was  the  franchisor 
in  business  before  beginning  to  sell 
franchises,  and  how  many  company- 
owned  units  are  there? 

Always  check  with  the  Federal 
Trade  Commission  and  the  proper 
state  agencies  to  see  if  a  franchisor  is 
registered  with  the  FTC  (or  a  state 
agency)  to  sell  franchises,  or  has  had 
complaints  brought  against  him. 
"Franchising  is  a  very  speculative 
business.  Ask  if  [the  franchisor]  will 
buy  you  back;  McDonald's  does," 
says  Melinda  Brun,  senior  trial  coun- 
sel for  the  California  Department  of 
Corporations,  which  prosecutes  fran- 
chise cases.  She  also  advises  asking 
for  copies  of  any  lawsuits  against  fran- 
chisors and  urges  prospective  franchi- 
sees to  have  a  franchise  attorney 
check  the  agreements. 

If  all  this  sounds  like  a  lot  of  work, 
remember  whose  net  worth  is  at  risk. 


Jose  Ruiz  of  San  Diego  didn't  take  the 
time  to  see  if  an  office  cleaning  fran- 
chisor was  registered  with  Califor- 
nia's Department  of  Corporations. 
Within  eight  months  he  lost  over 
$12,000.  "This  was  a  very  sad  experi- 
ence for  me,"  sighs  Ruiz.  "I  never 
figured  in  this  country  I  would  see 
things  like  this." 

In  another  case,  Stephen  Ghara- 
khani  paid  $95,000  to  buy  and  equip  a 
Wil  Wright's  Ice  Cream  shop  fran- 
chise—only to  discover  that  "train- 
ing" consisted  of  a  manual  and  one 
visit  from  the  franchisor. 

In  short,  the  franchise  business  is 
like  any  other.  Think  of  it  as  easy 
money,  and  you'll  probably  lose 
yours.  But  if  you  do  your  homework, 
use  good  business  judgment,  go  in 
without  illusions — and  work  harder 
than  you  ever  did  for  a  boss — it's  pos- 
sible to  get  a  good  deal.  ■ 


Agostine  Malerba 

"They  said,  'Either  do  it  our  way  or  get  out.' 


The  global  market  might  be  here,  but  the 
accounting  standards  to  go  with  it  are  not. 


Invisible 
ink 


By  Richard  Morals 


Here's  a  timely  warning  for 
Americans  tempted  to  dabble 
in  foreign  stocks:  "An  Ameri- 
can investor  who  pays  what  he  thinks 
is  a  reasonable  price/earnings  multi- 
ple for  a  foreign  stock  may  find  out 
that  he's  paid  a  far  higher  price  when 
foreign  earnings  are  restated  in  accor- 
dance with  U.S.  generally 
accepted  accounting  prin- 
ciples." So  says  Larry 
Horner,  chairman  of  Peat, 
Marwick,  Mitchell. 

He  hastens  to  add  that 
it  can  work  the  other  way, 
too:  The  P/E  may  be  lower 
than  it  appears.  Take  Wa- 
terford  Crystal,  which  re- 
cently raised  $40  million 
in  the  U.S.  Using  Irish  ac- 
counting, Waterford's  P/E 
was  11.9  at  the  end  of 
1985,  significantly  higher 
than  the  8.4  it  became 
when  restated  in  the  U.S. 
The  year  before,  however, 
the  Irish-calculated  P/E  at 
year's  end  was  7.2,  32% 
lower  than  its  U.S.  equiv- 
alent of  10.6. 

In  Europe  there  is  halting  move- 
ment toward  accounting  consistency. 
The  London-based  International  Ac- 
counting Standards  Committee,  for 
example,  is  campaigning  for  a  com- 
mon accounting  language  and  has  is- 
sued international  guidelines.  Some 
companies  are  listening.  Over  the  last 
ew  years  Japan's  Mitsubishi  Bank, 
y's  Fiat  and  Belgium's  Societe 
rale  published  worldwide  con- 
^  dated  figures,  in  accordance  with 
standards  committee's  recom- 
ndacions,  for  the  first  time.  But 
other  multinationals,  such  as  Ger- 


many's BMW  and  Switzerland's  Zu- 
rich Insurance,  still  do  not  consoli- 
date. Large  Finnish  companies  now 
publish  a  second  annual  report — 
without  their  unique  local  accounting 
practices — for  the  international  inves- 
tor. That's  because  Finland  does  not, 
for  example,  require  its  holding  com- 
panies to  include  significant  undis- 
tributed earnings  from  affiliates.  It's 


as  if  GM  didn't  fully  account  for  its 
share  of  Isuzu. 

Voluntary  reform?  Nice  notion,  but 
no  cigar.  The  London-based  interna- 
tional accounting  group  has  no  regu- 
latory power.  Consider  West  Germa- 
ny, a  natural  magnet  for  international 
investors  with  its  zero  inflation,  a 
GNP  growing  at  2.5%  so  far  this  year 
and  a  recent  liberalizing  of  its  stock 
market.  The  average  German  corpo- 
rate annual  report  is  a  fairy  tale.  Man- 
agement there  strives  to  understate 
reported  earnings,  rather  than  over- 
state them,  as  its  U.S.  counterpart 
does.  Why?  Because  German  firms 


use  the  same  set  of  books  for  tax  pun 
poses,  and  they  don't  like  revealing  ti 
unions  or  to  competitors  how  mucl 
they  really  earn.  So,  extraordinary 
items  affecting  earnings — the  era 
ation  of  special  reserve  funds,  for  in 
stance — are  not  always  fully  dia 
closed.  And  German  firms  frequentlj 
cut  their  current  pretax  earning! 
sharply  by  deducting  larger-than-necj 
essary  pension  reserves. 

Even  to  approximate  an  American! 
style  earnings-per-share  picture,  in) 
vestors  have  to  make  some  70  adjust 
ments  to  the  typical  annual  report.  Ax 
example:  According  to  Germany's  Fi 
nancial  Analysts  Association,  Volksi 
wagen's  1985  adjusted  net  incomi 
was  $547  million,  vs.  the  $203  mill 
lion  reported.  Bayer,  the  chemical  gi| 
ant,  understated  earnings  by  $37' 
million.  At  BASF,  another  chemica 
giant,  net  income  should  have  been 
60%  higher. 

German  firms  use  a  lot  of  invisible 
ink.  Consolidated  worldwide  aci 
counts  are  often  so  abbreviated  the] 
are  useless  to  investors.  The  latest 
annual  report  of  Kloeckner-Humi 
boldt-Deutz,  a  $1.25  billion  engineer! 
ing  firm,  comes  in  two  parts.  Thi 
home  market  report  in 
eludes  12  pages  of  detailec 
footnotes,  while  the 
worldwide  figures  are  ac 
companied  by  1  Vi  pages  o 
airy  type. 

More:  German  cast 
flow  usually  looks  a  loi 
better  when  comparec 
with  international  com 
pernors',  because  Germar 
companies  take  advantage 
of  generously  acceleratec 
regional  depreciation  al- 
lowances. In  West  Berlin 
for  example,  up  to  75%  ol 
the  cost  of  buildings  car 
be  deducted  immediately 
In  the  U.K.  buildings  are 
generally  depreciated  ovei 
50  years  and  in  the  U.Si 
over  30  years. 

Then  there  is  that  nice  little  hiding 
place  known  as  "uncertain  liabili- 
ties." This  is  an  undisclosed  reserve 
that  is  taken  from  pretax  earnings  tc 
meet  so-called  potential  liabilities — a 
fire  at  a  plant,  say,  or  a  toxic  cleanup. 
During  boom  periods  companies 
stash  large  amounts  in  hidden  rej 
serves  and  then  feed  them  back  into 
earnings  when  times  are  hard. 

Moral:  American  investors  who  arfl 
taking  their  first  taste  of  international 
equities  risk  a  nasty  bout  of  indiges-i 
tion  if  they  forget  the  vagaries  of  for- 
eign accounting.  ■ 


.  f i 
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Not  all  of  today's  best  investments 
are  found  on  Wall  Street, 


We  discovered  this  one  nestled  among  the  elms  on  Main  Street. 

We  also  spotted  one  in  the  driveway  two  doors  down. 

The  simple  truth  is,  the  country  has  become  very  bullish  on 
the  Volkswagen  Jetta.  So  much  in  fact,  that  its  sales  have  sur- 
passed such  blue  chip  commodities  as  Mercedes  and  BMW. 

Now  one  doesn't  have  to  be  a  Wall  Street  wizard  to  know 
that  a  German-engineered  road  car  is  a  very  good  investment. 
And  when  that  road  car  happens  to  be  a  Volkswagen  Jetta, 
it  soon  becomes  a  very  smart  investment,  too. 

Just  examine  the  dividends. 

Better  fourth  gear  passing  acceleration  than  a  BMW  325e. 
More  interior  room  than  a  Mercedes  190e.  And,  a  capital 
investment  of  less  than  half  as  much*  All  in  a  car  that's  more 
exciting  than  a  50-point  leap  in  the  Dow!  *  /^C^^ 

So  if  you're  looking  for  a  really  solid  AyA\  1 987 
investment— instead  of  calling  your  broker,  ^^^^V  Jetta 
try  your  Volkswagen  dealer.  ^^^^ 

"Based  or.  a  cc^tx;r  sor  of  "arvj'ocvrers'  suggested  re'ail  prices.  Equipment  levels  may  vary.  ©1986  Volkswagen  j  Seatbelis  so/e  lives."] 
"THe  Dow  is  a  trademark  arid  service  mark  of  Dew  Jones  &  Co.,  Inc. 


\  re  helping  take  high  cost  out  of  the  picture. 


;  merican  Cancer  Society 
:  mends  a  mammogram 
r  /ear  or  two  for  all  women 
a  0,  and  annually  after  50.  But 
i  yority  of  women  aren't  fol- 
i ;  these  life-saving  guidelines. 

vTiy?  First,  many  are  deterred 
J  cost.  Secondly,  millions  live 
•  from  medical  centers  own- 
immography  equipment, 
tow  Raytheon  is  helping  to 
'  te  both  problems, 
i  )ur  new  mammography 
i  i  from  Raytheon  Medical 
I  as  is  within  the  means  of 
i  I,  group  practices,  and  small 
'  als  everywhere.  And  because 
uipment  is  more  cost-effective, 
help  make  mammography 
affordable  to  more  women, 
'he  heart  of  the  system  is  an 
ative  X-ray  tube  from  Machlett 
atones,  our  subsidiary  and  one 


of  the  pioneers  in  X-ray  technology. 
It  provides  both  low  dosage  for  patient 
safety  and  ultra-high  resolution. 

Matching  technical  skills  to 
the  needs  of  a  marketplace  is  funda- 
mental to  our  business  success.  In 
the  process,  we're  bringing  an 
important  new  tool  to  bear  on  a 
major  health  problem.  It's  more 
proof  that,  at  Raytheon,  quality 
starts  with  fundamentals. 

Raytheon  Company,  141 
Spring  Street,  Lexington,  MA  02 173. 


Raytheon 


Where  quality  starts  with  fundamentals 


Ford  Motor  probably  lost  sales  this  year 
because  of  its  cautious  strategy.  In  1987  it 
expects  that  strategy  to  pay  off.  Will  it? 

Ford's  defensive 
posture 


By  Jerry  Flint 


THE  U.S.  AUTO  INDUSTRY  has  JUSt 
had  four  good  years,  but  every- 
body is  worried  about  1987. 
How  could  they  not  be?  Foreigners, 
mostly  Japanese,  are  putting  up  plants 
here  eventually  capable  of  turning  out 
2  million  cars.  So,  along  with  the  ex- 
pected sluggish  sales  and  car  imports, 
domestic  overcapacity  again  will  be- 
gin to  rear  its  ugly  head.  Chrysler's 
usually  ebullient  Lee  Iacocca  recently 
told  Forbes:  "I  think  1987  is  a  tough 


year,  a  really  tough  year,  with  down- 
side potential  and  no  upside  poten- 
tial." He  didn't  just  mean  Chrysler. 
He  meant  the  industry. 

Donald  Petersen,  Ford  chairman,  is 
not  unworried,  but  he  thinks  Ford's 
strategy  will  keep  his  company  happi- 
ly in  the  black.  He  points  out  that 
Ford  made  $400  million  in  Europe  in 
this  year's  first  half  despite  overcapac- 
ity there.  "One  part  of  our  company  is 
establishing  for  all  of  us  that  you  can 
be  in  an  environment  of  excess  capac- 
ity— Europe  certainly  has  it — and  be 


profitable.  If  you  tend  to  your  bas 
and  play  hardball,  you  can  do  it." 

Those  European  profits  don't  coi 
by  giving  up  production  of  low-prio 
cars,  as  GM  has  virtually  done  here, 
by  scoring  big  in  the  luxury  market, 
Chrysler  hopes  to  do.  "We're  no 
niche  outfit,"  Petersen  says.  "We 
established  that  we  can  be  a  nice  pr 
itable  outfit  in  Europe,  with  an  en 
ronment  of  excess  capacity,  as  a  ma 
stream  producer." 

How  did  Ford  increase  profits 
Europe?  Says  Petersen:  "It  isn't  glaj 
orous,  and  yet  it's  fundamental.  We 
getting  daily  production  in  Englai 
that  we've  never  seen  before."  Isn't 
tough  to  tighten  up  in  Europe,  whi 
unions  are  strong  and  layoff  costs  p 
hibitive?  "Our  people  thought  it  v| 
very  difficult,  and  they'll  tell  youi 
still  is  difficult,  but  doable,  doable. 

Chrysler's  strategy  is  different.  "I 
Plan  B  [Plan  A  was  to  bring  do\ 
costs].  We're  going  upscale,"  says  L 
Iacocca,  the  chairman.  "We've  got 
go  out  and  get  revenue.  And  we  w 
have  in  the  next  12  months  the  gre, 
est  single  jump  in  history  of  the  vai 
able  profit  on  an  average  car."  Iacoc 
is  talking  about  bringing  out  a  cou 
and  convertible  in  the  upper-midc 
price  range,  a  more  expensn 
stretched  minivan  with  a  bigger 
gine  and,  in  another  year,  a  bigger  c 


loriald  Petersen,  Ford  chairman 

ling  beyond  20%,  with  all  the  uncertainties,  would  be  unsound. 


John  1 


THERE  CAN  BE  A  SLIGHT  PROBLEM 
BUYING  AN  INSURANCE  POLICY 
FROM  A  FOREIGN  COMPANY. 
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The  principles  of  insurance  are  the  same  in 
: Thailand  as  they  are  in  the  U.S. 

Policies,  on  the  other  hand,  aren't  so  universal. 

They're  written  in  different  languages.  They 
conform  to  different  tax  and  legal  systems.  And 
different  political  structures. 

Buying  insurance  country  by  country  can  be  more 
than  just  complicated.  It  can  be  costly. 

You  can  end  up  with  overlapping  policies. 

Or  worse,  inadequate  protection.  Because  local 
interpretations  of  coverage  can  vary  widely  from  U.S. 
standards,  the  protection  you  think  you're  buying  isn't 
always  the  protection  you  end  up  with, 

The  point  is,  if  your  business  is  international,  you 
should  be  buying  insurance  on  an  international 
scale. 

At  the  CIGNA  companies,  we're  particularly  adept 
at  helping  businesses  do  just  that. 


4w 


A  worldwide  program  from  CIGNA  s  international 
specialists  provides  uniform  coverage.  It  simplifies 
claims  adjustments.  And  it  offers  the  kind  of  economy 
you  can't  get  buying  insurance  piecemeal. 

But  most  important,  it  offers  the  kind  of  personal 
service  you  simply  can't  get  anywhere  else.  We  have 
a  network  of  local  representatives  which  spans  160 
countries. 

If  you  think  your  company  could  use  a  worldwide 
insurance  program,  write  CIGNA  Corporation,  Dept. 
R9,  One  Logan  Square,  Philadelphia,  PA  19103. 

You'll  find  when  it  comes  to  buying  a  policy  for  your 
plant  in  Texas  or  one  in  Thailand,  we  talk  the  same 
language.  English. 

CIGNA  Worldwide.  It's  another 
example  of  CIGNA  s  personalized 
service  to  business  around 
the  globe. 


CIGNA 
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Bantam  Books  has  become  one  of  the  world's  largest  and  most  successful 
>ook  publishers  with  innovations  like  the  "instant  book;'  and  blockbusters  like 
acocca:  An  Autobiography,  the  best-selling  non-fiction  hardcover  in  history, 
vlberto  Vitale,  Bantam's  president,  chief  executive  and  chief  operating  officer, 
ays:  "Bantam,  like  Digital,  believes  customer  service  is  the  backbone  of  its  busi- 
ness. Our  Digital  computer  network  handles  on-line  order  processing,  telemarket- 
ing, inventory,  and  all  financial  services.  The  network  ties  these  functions  together, 
o  we  get  very  fast  turnaround!' 

This  enables  Bantam  to  ship  over  10  million  books  a  month  all  overthe 

'A  computer  network  so 
powerful,  it  can  help 
Bantam  compress  a 
one-year  publishing  cycle 
into  three  days!' 

vorld.  It  also  creates  opportunities,  as  Vitale  explains:  "We  are  one  of  the  few 
publishers  who  can  put  out  an  instant  book.  When  the  U.S.  Olympic  hockey 
earn  beat  the  Russians  on  a  Sunday  night,  we  had  Miracle  on  Ice  in  bookstores 
hat  Thursday  morning!' 

Digital's  whole  idea  of  making  computer  systems  that  network  together  has 
ilways  been  to  give  organizations  like  Bantam  a  competitive  advantage.  To  get 
^our  own  competitive  advantage  now,  write  to:  Digital 
Squipment  Corporation,  200  Baker  Avenue,  West  Concord, 
Massachusetts  01742.  Or  phone  your  local  sales  office. 
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}  Digital  Equipment  Corporation  I  mho  [  Ik-  I  Mipul  10)40  is  a  trademark  ol  Digital  Equipment  Corporate 


The  muscle 

of  capital. 


OF  MINDS. 


As  a  word,  capital  is  bandied  about 
inconstantly.  It  is  sprinkled  throughout 
n investment  banking  conversations, 
b| mumbled  over  in  meetings,  and  used 
bi almost  as  freely  as  the  word  'market- 
cling'  was  used  a  few  years  ago. 

But  what  is  capital,  really?  And 
IJhow  should  capital  truly  — 
Ibe  viewed? 

Capital  is  muscle  that 
tlis  ready  to  be  flexed.  The 
fcj bigger  the  idea,  the  more 
ncapital  that  is  necessary, 
j  I  If  speed  is  of  the  essence, 
e  |  then  capital  on  demand 
if— like  strength  on  demand— is  of  the 
tl  essence. 

As  such,  capital  must  be  in  con- 
iijstant  balance  with  the  dimensions  of 
^  f  the  idea  it  is  to  execute. 

Our  $2.5  billion  in  capital  offers  us 
I (the  intellectual  freedom  to  think  in 
.  orders  of  magnitude  equal  to  the  size 
t  of  the  transaction  at  hand.  And  this 
[  thinking,  in  balance  with  such  for- 
ijmidable  capital,  separates  us  from 
those  who  view  capital  as  merely 
.  I  brute  horsepower. 

Because  of  this,  we  are 
f  I  ready  and  able  to  commit  our 
v  own  capital  to  give  clients 
I  unprecedented  certainty  and 
I  speed  in  making  a  deal  happen 
|  j  A  recent  demonstration  of 
which  was  our  orchestrating 


HAVING  CAPITAL 

AND  TRULY 
USING  IT  ARE  TWO 

ENTIRELY 
DIFFERENT  THINGS 


a  $500  million  financing  package  in 
only  three  weeks  for  the  leveraged 
buy-out  of  Sheller-Globe. 

In  a  less -publicized  form,  the 
strength  of  capital  is  evident  when  it 
is  committed  to  attract  and  keep  top 
talent,  to  continually  expand  the 
 ■■  ■■■in      firm's  breadth  of  exper- 
tise, and  to  support 
those  state-of-the-art 
minds  with  state-of-the- 
art  technology  as  well. 

As  a  result  of  our 
committing  capital  in 
such  a  manner,  we  have 
become  the  firm  known  for  putting 
senior  bankers  on  each  and  every 
transaction,  regardless  of  size,  from 
start  to  finish. 

And,  as  an  example  of  extending 
our  expertise,  we  have  built  a  depth 
of  talent  specializing  in  corporate 
restructuring  around  the  globe. 

Needless  to  say,  all  are  backed  by 
the  finest  technology  capital  can  buy. 

So,  the  real  issue  surrounding 
capital  is  much  deeper  than  a  firm 
being  able  to  boast  they  have  access 
to  it.  They  must  also  know 
how  to  use  it,  know  when  to 
use  it,  and  know  how  to  cre- 
ate more  of  it.  Without  an 
idea,  it  is  merely  dead  weight. 
With  an  idea,  it  is  the  fulcrum 
that  can  move  mountains. 


The  Investment  Bankers  of  Shearson  Lehman  Brothers 


Shmrson 


BROTHERS 

An  American  Express  company 


©  1986  Shearson  Lehman  Brothers  Int 


The  Up  &  Comers 


Crazes 


First  there  was  pizza  and  singing  robots, 
then  talking  teddy  bears.  Now  comes  George 
Carter  III  and  his  Photon  zappaterias. 

It's  10:30.  Do  you 
know  whom  jrour 
kids  are  zapping? 


bathed  in  blue  light.  After  standing  in 
line  for  up  to  three  hours,  paying 
$3.50  for  admission  and  signing  an 
insurance  release  form,  the  kids  are 
split  into  two  teams,  given  14  pounds 
of  electronic  equipment  to  don,  and 
spend  the  next  6V2  minutes  running 
around  a  carpeted,  smokey  room 
shooting  other  kids  with  plastic  "Pha- 


By  Alex  Ben  Block 


Scene:  A  shopping  center  on 
Warner  Boulevard  in  Fountain 
Valley,  35  miles  south  of  Los 
Angeles.  Thursday  night,  10:30.  High 
schoolers,  undergrads  and  their  dates 
pile  out  of  their  cars  and  into  the 
ultramodern  Photon  Center,  which  is 


ser"  guns  that  emit  infrared  bean 

If  you  get  zapped,  an  electronic 
explodes  in  your  ears  and  your  Ph 
is  deactivated  for  five  seconds.  1 
power  returns  and  you  can  get 
venge.  The  operation  is  run  by  an 
XT  personal  computer,  which 
keeps  score.  When  the  6V2  min 
are  up,  players  retire  to  the  snacld 
as  new  teams  come  onto  the  field 

Is  this  the  country's  next  leia 
time  fad?  George  A.  Carter  III  hi 
so.  Carter,  41,  opened  his  first  Ph<j 
zappateria  in  Dallas  31  months 
Today  his  Photon  Entertainment, 
has  16  Photon  centers  (2  comp, 
owned  and  14  franchised)  up  and 
ning,  opened  at  a  cost  of  $400,001 
$1.2  million  each.  Carter  says  he 
already  sold  another  80  franchise; 
$75,000  a  unit,  plus  5%  of  the  grq 

By  the  end  of  1987,  Carter  swe 
there  will  be  70  Photon  centerj 
operation,  pushing  Photon  Entertt 
ment's  revenues  from  $4  milhoi 
the  fiscal  year  ended  Oct.  31 
least  $16  million.  Carter  guesses 
pretax  profit  then  will  be  $6  milll 
Unless  the  fad  quickly  fades,  Ca 
expects  to  go  public  by  summer. 

"It's  like  inventing  the  movi 
says  Carter  of  the  "interactive  en 
tainment  market,"  of  which  Phc 
is  a  part.  "It's  a  category  that  dii 
exist  before.  It's  a  small  first  step  1 
puts  us  on  the  leading  edge  of  ami 


Photon  Entertainment's  George  A.  Carter  III  in  Dallas  center 

A  smallfirst  step  onto  the  leading  edge  of  amusements  technology. 


Enjoy  The  Luxury  Of 
Pan  Am's  New  Direct  747 
ServiceTb  Riyadh. 


Starting  December  1st,  you'll  be  able  to 
fly  in  Pan  Am  luxury  all  the  way  to  Saudi 
Arabia,  as  Pan  Am  becomes  the  first  and  only 
U.S.  airline  to  offer  service  to  Riyadh. 

You'll  be  able  to  relax  in  our  big,  roomy 
747s,  where  First  Class  offers  elegant  service, 
gourmet  cuisine,  and  the  incredible  luxury  of 
our  new  leather  and  sheepskin  Sleeperette® 
Seats.  And  where  Clipper®  Class  offers  the 
business  traveler  the  extra  room  and  comfort 
of  six-across  seating. 


Flying  Pan  Am  to  Riyadh  also  gives  you 
the  luxury  of  single  airline  service  from  27 
cities  across  the  U.S.  Plus,  you'll  enjoy  the 
benefits  of  WorldPass,  The  Richest  Frequent 
Traveler  Program  In  The  WorldSM— now  even 
richer  since  we  teamed  up  with  the  American 
Airlines  A*Advantage*  program. 

Pan  Am's  new  service  to  Riyadh.  Luxury 
that  stretches  all  the  way  to  Saudi  Arabia. 

For  information  and  reservations,  call 
your  Travel  Agent  or  Pan  Am  at  1-800-221-1111. 


Pan  Am.\bu  Can  t  Beat  The  Experience? 

Schedules  subject  to  change  without  notice.  A"Advantage®  is  a  registered  trademark  of  American     Airlines,  Inc. 


The  AT&T  Card  is  your  key  to  the  depend- 
able AT&T  Long  Distance  Network.  As 
you  travel  around  the  country,  it'll  help  you 
keep  in  touch  with  everyone  who  really 
matters — from  your  boss  to  your  best 
friend.  And  because  every  call  you  make  is 
important,  it's  reassuring  to  know  the 
AT&T  Long  Distance  Network  is  earning 
your  message. 

To  put  the  key  to  the  high  quality 
AT&T  Long  Distance  Network  in  your 
pocket,  order  your  AT&T  Card  today. 
Simply  call 

1  800  CALL  ATT,  Ext.  229 


AT&T 

The  right  choice. 


Plx>ton  Warrior  fingers  bis  Pixiser  gw 
Playing  space-age  cowboys  and 


merits  technology."  Maybe,  ma; 
not.  Fads  and  manias  are,  by  deb 
tion,  impossible  to  call — as  Pi 
Time  Theatre's  Nolan  Bushnell  < 
his  shareholders  found  to  their  reg 
Margo  McGlade,  retail  analyst 
PaineWebber,  calls  Photon  "a  jj 
tered-down  version  of  those  survi 
camps  and  paramilitary  games  po 
lar  in  the  South  and  West."  She  gi 
the  whole  thing  three  or  four  year; 

In  the  meantime,  if  you  believe  C 
ter's  (unaudited)  figures,  a  Pho 
clearly  has  its  attractions.  Cai 
spent  the  1970s  operating  go-c 
tracks  in  Arizona,  Nevada,  Ala: 
and  Texas.  He  says  he  twigged  to 
Photon  idea  while  watching  Star  Wt 
As  Darth  Vader's  malevolent  tro» 
ran  across  the  screen,  Carter  imagu 
a  place  where  kids  could  play  spa 
age  cowboys  and  Indians.  Seven  ye 
and  about  S500,000  in  seed  cap] 
later  (bis  profits  from  sale  of  the 
cart  concessions  and  money  rai: 
from  private  investors  in  Dallas),  C 
tier  had  developed  the  proprietary  sc 
ware  and,  in  1984,  opened  his  fi 
Photon  in  a  converted  warehouse 
Dallas.  That  10,000-square-foot  o 
ter  last  year  grossed  a  heali 
S800,000,  on  which  Carter  says 
pretax  profit  margin  is  25%. 

Upward  and  onward.  At  the  17,5' 
square-foot  Photon  that  opened  1 
in  October  in  Fountain  Valley,  Cal 
built  at  a  cost  of  $950,000,  patrons  f 
an  initiation  fee  of  $7.50,  and  tt 


- 


50  each  time  they  want  to  play, 
ter  says  he  moves  240  players  each 
ir  during  the  prime  8  p.m.-to-mid- 
tit  playing  time,  taking  in  around 

0  an  hour.  Players  average  V-h 
ijies  each  visit,  and  in  between  buy 
:jd,  drinks  and  desserts.  But  no 

ize.  Carter  wants  to  keep  a  "family 
losphere."  The  Fountain  Valley 
)ton,  says  Carter,  grossed  $56,000 
its  first  full  week,  is  expected  to 

1  up  $2  million  for  the  year,  and 
oild  pay  for  itself  within  one  year, 
-arter  wrings  money  wherever  he 
.  Because  zapping  people  in  the 
ky  haze  is  grungy,  sweaty  work, 
'/o  of  the  players  are  males  in  their 
mis  and  20s.  But  women  have  not 
n  overlooked.  For  them  Carter  in- 
dls  a  balcony  above  the  playing 
|)r.  There,  for  $1  a  game,  the  ladies 

snipe  at  players  below.  Carter  also 
lects  questionnaires  from  Photon 
yers  and  plans  to  sell  the  informa- 
l  to  marketing  companies. 
nhere  seems  no  end  to  Carter's 
lmaking.  Photon  Entertainment 
1  also  rake  in  a  handsome  percent- 
of  profits  (if  any)  from  licensing 
Photon  name.  The  licensing  was 
:ie  by  DIC  Enterprises,  which  is 
p  producing  a  new,  syndicated, 
i-action  Photon  TV  series,  meant 
:ompete  for  attention  with  off-net- 
rk  reruns  and  cartoons.  It's  already 
d  in  65%  of  the  U.S.  markets. 
Vs  the  zappaterias  and  TV  series 
Id  interest,  DIC  and  Photon  expect 


EASY: 

The  AT&T  Card  is  so  fast  and  simple 
to  use,  you're  going  to  get  spoiled. 

To  use  it,  just  dial  the  number  you  want 
to  call,  and  enter  your  AT&T  Card  number. 
That's  it.  It's  the  easiest  way  to  plug  into 
the  AT&T  Long  Distance  Network  from 
virtually  any  phone. 

In  fact,  you  can  make  calls  even  without 
carrying  your  AT&T  Card.  Just  remember 
your  AT&T  Card  number. 

So,  if  you  travel  frequently,  spoil  yourself 
and  get  the  AT&T  Card.  It's  as  simple 
as  dialing 

1  800  CALL  ATT,  Ext.  229 


AT&T 

The  right  choice. 


©  1986  AT&T 


Invest  in  France 

The  Materials  Research  Corporation  believes  in 


"MRC  has  been  in  Toulouse,  our  first 
overseas  operation,  since  1976,  when 
we  began  producing  metals  for  the 
European  market  in  a  rented  building. 
In  June  1978,  we  inaugurated  a 
brand-new  manufacturing  unit  there 
and,  in  September  of  last  year,  dedi- 
cated the  second  phase  of  the  plant. 
This  facility  now  nouses  our  European 
headquarters  which  was  relocated 
from  Paris.  The  timeliness  of  this 
expansion  is  attested  by  the  strong 
showing  of  the  French  factory  which 
tripled  in  size:  overall  sales  in 
Europe  rose  45  percent  from  the 
prior  year,  with  record  sales  and 
profitability. 

"Selection  of  the  location  was  based 
on  Toulouse's  position  in  an  important 
European  industrial  center,  the 
excellent  transportation  faculties 
available,  the  presence  of  a  large 
university  and  scientific  community, 
as  well  as  an  excellent  technical 
labor  force. 

"We  are  extremely  pleased  with  our 
manufacturing  capabilities  in  France 
and,  as  a  result,  responsibility  for  the 
development  of  certain  new  products 
has  also  been  assigned  to  Toulouse." 


The  Materials  Research  Corporation,  a  leading  manufacturer 
of  hjgh-technoJogy  materials,  ceramic  substrates  and  etching 
equipment  for  semiconductor  and  hybrid  circuit  manufacturing, 
operates  plants  in  New  York  State.  Japan  and  France. 


Dr.  Sheldon  Weinig, 
Chairman  and  President , 
MATERIALS  RESEARCH  CORPORATION, 
Orangeburg,  N.Y. 


When  Planning  Your  Next  European  Venture,  Consider  France. 


For  information  and  assistance,  contact: 


THE  FRENCH  INDUSTRIAL  DEVELOPMENT  AGENG 


New  York 
610  Fifth  Avenue 
New  York,  New  York  10020 
(212)  757-9340 


Chicago 
401  North  Michigan  Ave. 
Chicago,  Illinois  60611 
(312)  661-1640 


Los  Angeles 
1801  Avenue  of  the  Stars 
Los  Angeles,  Calif.  90067 
(213)  879-0352 


Houston 
2727  Allen  Parkway 
Houston,  Texas  7701 
(713)  526-1565 


H  i)  cash  in  on  licensing  deals  with  30 
4  iianufacturers  for  more  than  150 
[  roducts,  including  Walt  Disney 
'  !orp.  for  storybooks  and  records,  and 
:  hermos  for  lunch  kits. 

For  Christmas,  MCA  Inc.'s  LJN 
iii  oys  has  brought  out  an  at-home  ver- 
ljj.on  of  the  Photon  Warrior  setup  to 
\  :tail,  under  the  Entertech  label,  for 
lore  than  $100.  Light-beam-shooting 
i  hoton  Warrior  action  figures  are 
i  mailable  at  $40  each.  Both  lines  are 
:  bid  out  for  Christmas,  and  available 
I  applies  are  being  allocated  to  top  re- 
i  tilers.  A  competing  system  called 
!  azer  Tag  from  Worlds  of  Wonder,  the 
klking  bear  company  (Forbes,  June 
WjP),  is  also  sold  out.  Harvey  Katz, 
IjjN's  vice  president  of  advertising, 
■  Bys  LJN  is  launching  an  $8  million 
|rV  ad  campaign  to  help  carry  sales 
liver  to  another  year.  "It's  the  most 
fchccessful  product  we've  ever  had," 
Ikys  Katz  of  the  Photon  guns. 

Next:  Joy  Tashjian,  DIC  vice  presi- 
i  ent  of  merchandising,  says  her  com- 
any  is  about  to  launch  a  second-wave 
censing  campaign  that  will  bring 
hoton  athletic  shoes,  sportswear, 
ats  and  more  to  the  adult  market. 
Won't  many  consumers  be  turned 
1  ff  by  products  associated  with  death 
nd  destruction?  Tashjian  isn't  wor- 
led.  "People  say  Photon  is  violent, 
ut  it's  really  not,"  she  says.  "The 
hasers  don't  kill.  They  only  deacti- 
ate  the  other  player  for  a  few  sec- 
nds.  It's  really  just  healthy  exercise." 
Carter  thinks  that  after  a  boom  pe- 
iod,  Photon  could  be  as  long-lasting 
s  bowling,  and  promotes  his  new 
port  with  weeknight  leagues  whose 
layers  get  discounts.  Larry  Friend, 
/hose  L.H.  Friend  &  Co.  is  raising  a 
,  2.5  million  private  placement  for 
'hoton,  says  Carter  would  like  to 
ring  in  a  movie  studio,  amusement 
ark  or  gaming  company  as  a  partner. 
;  A  gaming  company?  Why  not?  Car- 
f  er,  says  Friend,  envisions  Photon 
enters  in  Las  Vegas  and  Atlantic  City 
n    the    future    with  professional 
earns — similar  to  Roller  Derby  and 
ai  Alai — which  could  lead  to  betting 
>n  the  computer-scored  matches. 
Quite  possibly  the  whole  zapping 
oncept  will  go  the  way  of  Pizza 
Time's  Chuck  E.  Cheese.  Carter  him- 
elf  acknowledges:  "We  may  not  be 
lere  50  years,  or  even  10  years."  But 
myone  who  has  recently  been  kicked 
ind  shoved  at  a  sporting  event  may 
igree  with  Carter  that  interactive  en- 
ertainment  is  a  gathering  trend. 

"The  amusements  of  the  future 
vill  let  people  participate,"  predicts 
he  entrepreneur.  "The  era  is  over 
vhen  you  just  get  strapped  into  a 
oiler  coaster."  ■ 


The  Up  &  Comers 


Strategy 


Hot  field  showers  and  air-conditioned 
tents?  The  Army  isnt  what  it  was,  and 
Engineered  Support  Systems  is  growing 
nicely  as  a  result. 

Fast  workers 


By  Jan  Parr 


When  Winston  Churchill 
went  to  the  trenches  in 
World  War  I,  his  kit  included 
a  bathtub,  brandy  and  a  stock  of  fine 
cigars,  according  to  biographer  Wil- 
liam Manchester.  It's  not  like  that  in 
today's  volunteer  army,  but  it's  get- 
ting there.  Now  when  troops  are  on 
maneuvers,  even  enlisted  men's  tents 
are  air-conditioned.  There  are  porta- 
ble hot  baths  to  wash  off  the  grime  of 
training. 

Supplying  these  and  other  materiel 
to  the  Pentagon's  $2.2-billion-a-year 
ground  support  equipment  market  is 
St.  Louis'  Engineered  Support  Sys- 
tems, Inc.  Along  with  the  amenities, 
ESS   also   supplies   more  essential 


items  like  containers  for  food  and  sup- 
plies, jeep  washers,  smoke  generators 
and  fuel  pumps.  In  the  year  ended 
Oct.  31,  ESS  earned  $3  million  on 
sales  of  $63  million.  Return  on  equity 
has  averaged  29%  since  ESS  went 
public  in  1985.  Debt  is  at  $5  million, 
the  result  of  a  $5  million  industrial 
development  bond  issued  in  January. 

More  interesting  than  the  dry  num- 
bers, however,  is  how  ESS'  founders 
got  the  company,  how  they  raised  it  to 
its  present  levels  of  profitability  and 
whether  they  can  keep  it  up. 

The  partner/founders  are  Michael 
Shanahan,  47,  ESS'  chief  executive, 
and  Jerome  LaBarbera,  53,  chairman, 
both  former  McDonnell  Douglas  ex- 
ecutives. The  two  met  when  LaBar- 
bera, who  quit  to  start  Numerical 

Kevin  Horan/Picture  Group 


Engineered  Support  Systems'  Michael  Shanahan 
"Allis-Chalmers  could  never  have  moved  that  fast. 


VITAL 


are  paying  dividends  in  aviati 


Parker  is  so  deeply  involved  in  the 
aviation  and  aerospace  markets  that  we  are  on 
virtually  every  aircraft  and  spacecraft  in  the 
free  world. 

We  have  reached  this  position  by  becom- 
ing totally  involved  in  new,  emerging  programs. 
By  having  Parker  products  and  systems 
specified  as  original  equipment,  we  maintain 
our  growth  rate  from  year  to  year. 

We  helped  aviation 
take  off. 

When  the  aviation  industry  was  just  begin- 
ning to  grow  some  60  years  ago,  Parker  was 
there  helping  to  design  the  required  systems.  We 
were  there  on  the  first  flights  of  many  aircraft 
and  we're  still  there,  supplying  literally  thou- 


F/A-18 


AH -64 


737 

UH-60 

C-5B 
747 
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OTHER  NEW 


Early  involvement  in  major  programs  provides  Parker 
Aerospace  with  solid  long-term  growth. 


sands  of  repair  and  replacement  parts  eacl 
year.  Aviation  not  only  represents  an  impo 
part  of  our  business  picture,  it  demonstrat 
our  attitude  to  business:  get  involved  early 
stay  involved. 

Parker  is  currently  involved  in  two  r 
commercial  aviation  R&D  projects  which 
believe  will  develop  into  excellent  on-goinf 
programs. 

An  efficient  -  engine 
the  future.  LJ 
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One  of  the  projects  is  the  "  new  tun 
propfan  engine,  which  is  expected  to  provi 
least  25%  fuel  savings  over  today's  turbofc 
engines.  Our  engineering  teams  are  also  cm 
at  work  on  parts  and  components  which  w 
widely  used  on  the  new  generation  of  medi 
range  transport  aircraft. 


IOLOGIES 


:id  aerospace... 


n  York  to  Tokyo  in 
two  hours.  » 
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'  *  The  Orient 
v£:'~"  Express  "Space 
Plane"  will  require  many 
■-*'  vital  components  and  systems, 
of  which  Parker  is  a  leading  supplier. 


Parker  is  also  contributing  to  the  Orient 
fr'ss  "Space  Plane,"  designed  to  travel  at 
p  >  approaching  Mach  5.  This  plane  will 
by  the  world's  most  sophisticated 
11    technologies,  including  vital  motion- 
iLV/>..  control  components  and  systems 
'\  from  Parker. 

We're  enthusiastic  about 
|  working  on  this  advanced 


plane,  designed  to 
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-  -  •  r " "  V  \  U  -  -V  -  -  v    -  - •  -  V  ;:V- *" weight-saving 
;;XA V;; ;X--;r-V^:^v''"**      systems  as  a  member 
V;::c ;H=" ^  54     of  the  power  plant  team,  and  we 
fully  intend  to  contribute  to  the  airframe 
prototypes. 

Parker  is  taking  part- 
everywhere. 

Parker  offers  over  100,000  different 
catalog  items  to  over  1 ,000  markets  such  as 
automotive,  biomedical,  industrial,  and  marine. 
We  are  meeting  customer  needs  for  original 
.      777    equipment  and  retrofit,  as 
/&X£Z7'  we^  as  reParr  and  replacement. 
.••  ^VVy V   This  provides  Parker  with  both 
v. ••J>N/< 777V  growth  and  stability. 
rV-V  The  Vital  Technologies  of 

•"' v ;••'••....'//.  Parker  are  setting  growth 
'\'\'\\'\\'\\'-\  records  like  never  before.  For 

more  details,  write  for  our 
annual  report:  Parker 

Hannifin  Corpor- 
\  ation,  Dept.FB-3, 
17325  Euclid 
Avenue, 


44112- 
1290. 
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Iping 

i  r  military  patrol 
\i  skies. 

We  also  have  a  long  and  successful 
I  \y  of  providing  vital  motion-control  tech- 
nics for  military  applications. 

For  example,  the  Air  Force's  Advanced 
:al  Fighter,  about  to  enter  demonstration/ 
ation,  may  utilize  new  high-pressure 
mlic  systems.  Parker  has  already  made 
leant  contributions  to  these  self-contained, 


contained,  high-pressure 
hydraulic  systems  of  the  type 
that  may  be  used  on  this  Advanced 
Tactical  Fighter. 


Parker 


/ital  technologies  for  today  and  tomorrow. 


Controls,  Inc.  in  1967,  was  a  sales 
customer  of  Shanahan's.  Numerical 
Controls  produced  structural  ma- 
chine components  for  aircraft.  Shana- 
han,  chafing  under  the  big-company 
yoke,  took  a  pay  cut  to  join  LaBarbera 
in  1973.  After  pushing  Numerical 
Control's  sales  to  $10  million,  they 
sold  out  to  Cleveland  Pneumatic  in 
1979.  Shanahan  pocketed  more  than 
$1  million;  LaBarbera,  more  than  $3 
million.  They  agreed  to  stay  and  run 
the  division  for  a  few  years. 

Tired  of  commuting  to  Cleveland, 
they  looked  for  something  closer  to 
home.  In  1982  they  found  Engineered 
Support,  then  a  sleepy  division  of  Al- 
lis-Chalmers. Sales  and  earnings  at 
the  time:  $17  million  and  around 
$400,000.  Allis-Chalmers  wanted 
book  value  for  it,  pricing  the  company 
at  around  $10  million.  LaBarbera  and 
Shanahan  put  up  $325,000  of  their 
own  money  and  borrowed  $10  million 
at  20%  from  First  Wisconsin  Finan- 
cial Corp.  "Our  timing  wasn't  the 
best,"  concedes  Shanahan  of  those  in- 
terest rates.  "We  had  to  have  a  lot  of 
confidence."  They  also  had  to  move 
fast,  and  they  did.  Shanahan:  "The 
personnel  director  said,  'I'm  geared  to 
go  55mph  and  you  guys  are  going 
100.'  "  He  left  six  months  later. 

Within  three  weeks  of  buying  ESS, 
the  partners  spotted  a  Pentagon  con- 
tract for  air  conditioners,  a  perfect 
product  for  Engineered  Support  to 
make.  Unfortunately,  half  the  con- 
tract was  reserved  for  a  company  in  a 
region  with  high  unemployment. 
That  seemed  to  rule  out  suburban- 
based  Engineered  Support.  But  within 
a  week,  Shanahan  signed  a  lease  on  a 
plant  inside  St.  Louis,  where  unem- 
ployment was  (and  is)  high.  A  few 
weeks  later,  ESS  won  the  entire  $28 
million  contract.  It  continues  to  pull 
in  revenues  today. 

"Allis-Chalmers,"  says  Shanahan, 
"could  never  have  moved  that  fast." 
The  partners  sold  40%  of  ESS  to  the 
public  at  93/4  in  August  1985.  With  the 
stock  at  a  recent  15  (a  rich  16  times 
earnings),  each  partner's  share  is  now 
worth  $11  million.  In  October  the  two 
bought  into  the  St.  Louis  Blues  hock- 
ey franchise,  with  Shanahan  as  princi- 
pal owner. 

Can  the  partners  keep  pace  with  the 
Pentagon's  changing  needs?  Air  con- 
ditioners, for  example,  have  made  up 
the  bulk  of  ESS'  business  in  the  past, 
accounting  for  about  half  of  1985 
sales.  But  now  that  contract  is  taper- 
ing off,  so  the  company  must  find 
other  products  the  Pentagon  needs 
and  that  it  can  produce.  ESS'  portable 
tank  pumps  water  from  a  nearby 
tream  or  lake,  heats  it  and  disperses 


Engineered  Support's  Jerome  LaBarbera 

The  trick  now  is  to  keep  pace  with  the  Pentagon's  changing  needs. 


it  through  a  hose  for  cleaning  and 
decontamination.  It  also  has  a  sophis- 
ticated rake  that  finds  and  unearths 
land  mines.  ESS  has  contracts  with 
the  Air  Force  for  the  tank,  and  expects 
interest  in  the  rake  once  it  secures 
exclusive  rights.  Shanahan  says  the 
tank  and  the  rake  will  generate  more 
than  $30  million  in  sales  next  year. 

Shanahan  says  Engineered  Sup- 
ports' earnings  should  grow  at  20% 


annually  for  the  next  five  years — ni 
impossible,  given  the  company's  $8 
million  backlog,  up  from  $74  milliq 
in  1985.  What  if  the  Senate's  nel 
Democratic  majority  takes  bl 
chunks  from  the  defense  budget? 
Shanahan's  view,  no  problem.  "Coi 
gressmen  don't  make  headlines  B 
cutting  the  budget  for  air  conditio] 
ers,"  he  says.  "When  they  make  cut 
they  like  to  cut  something  big."  I 


The  Up  &  Comers 


Fumbles 


Nashville's  legendary?  Jack  Massey  create* 
three  successful  companies  in  one  lifetime 
But  nobody's  licks  last  forever. 

The  virtues  of 
quitting  while 
you're  ahead 


By  David  Henry 


JACK  MASSEY  FOR  THE  LAST  tWO 
years  has  been  in  and  out  of  the 
hospital  and  has  admittedly  ne- 
glected the  company,"  feisty  Jack 
Massey,  82,  tells  us  by  way  of  explain- 
ing the  dismal  state  of  Winners  Corp., 
the  $115  million  (estimated  1986 
sales)  fried  chicken  chain  he  started  in 


1979.  Massey  grits  his  teeth  and  vow 
"Now  I've  gotten  better.  I'm  in  go( 
shape.  The  company  is  going  to 
fine."  Good  shape  is  a  bit  of  exagger 
tion.  Massey  struggles  against  bac 
pain,  and  his  doctors  limit  him 
three  hours  of  work  each  day. 

Yet  Massey  is  one  of  those  bus 
nessmen  who  don't  know  what  reti. 
means.  In  1961,  at  age  56,  he  sold  h 


Nashville  pharmacy  and  surgical  sup- 
ply businesses  for  a  tidy  sum.  Retire 
to  the  goli  course?  He  proceeded  to 
over  fledgling  Kentucky  Fried 
Chicken.  This  he  sold  to  Heublein  in 
J  971  for  about  $250  million.  He  also 
helped  start  Hospital  Corp.  of  Ameri- 
ca, the  market  value  of  which  now 
exceeds  $2.7  billion. 

Massey  could  have,  and  perhaps 
should  have,  stopped  when  he  was 
ahead.  Instead,  he  decided  to  try  for  a 
fourth  success,  Winners  Corp.,  which 
he  took  to  the  New  York  Stock  Ex- 
change in  1984,  where  its  first  close 
was  13%.  Recent  price:  3Vi.  Winners 
hasn't  been  profitable  since  1984  and 
probably  won't  be  profitable  until 
1988,  assuming  the  company  survives 
that  long. 

From  its  inception,  Winners  Corp. 
was  different  from  Jack  Massey's  ear- 
lier winners.  Massey  didn't  so  much 
leap  into  this  one  as  back  into  it.  One 
of  Massey's  junior  associates,  Earl 
Beasley,  in  1971  suggested  that  Mas- 
sey take  over  a  troubled  Tennessee- 
based  mutual  fund,  liquidate  the 
fund's  portfolio,  add  capital  and  trans- 
form it  into  an  operating  company 
with  $2.5  million  of  capital.  Massey 
renamed  it  Volunteer  Capital  and  put 
it  into  equipment  leasing.  This  was  a 
business  Massey  knew  from  leasing 
surgical  equipment  and  chicken  pres- 
sure cookers.  He  put  Beasley  in 
charge. 

But  pretty  soon  larger  financial 
companies  were  muscling  into  Volun- 
teer's leasing  business.  So  Massey  and 
Beasley  went  into  fast  food  by  buying 
several  Wendy's  Old  Fashioned  Ham- 


Thomas  England 


President  Lonnie  Stout 
Cleaning  up  the  kitchen. 


burgers  franchises.  You  know, 
though,  that  Jack  Massey  isn't  going 
to  be  happy  operating  under  someone 
else's  franchise.  So,  in  1979,  Volun- 
teer Capital  bought  a  chain  of  21 
Granny's  Fried  Chicken  restaurants 
in  Atlanta  from  one  of  Massey's  old 
Kentucky  Fried  associates. 

Massey  thought  he  saw  a  new  mar- 
ket opening.  Under  Heublein,  many 
Kentucky  Fried  stores  were  run-down 
and  in  poor  locations.  Church's  Fried 
Chicken's  strength  was  in  black 
neighborhoods,  and  many  Church's 
buildings  couldn't  be  easily  trans- 
formed into  new  and  attractive  sit- 
down  restaurants. 

All  this  convinced  Massey  that  the 
country  needed  a  "family  dining" 


chicken  chain  with  seating.  He 
named  Granny's,  to  Mrs.  Winn 
Winners  they  were  not. 

Massey  pushed  the  number  of  h 
Winners  chicken  outlets  to  64  stc 
by  the  end  of  1982,  to  96  in  1983, 
to  a  peak  of  184  (including  68  hi 
chised  stores)  in  1984.  "All  of  us 
eluding  competing  chains)  thou 
we  could  build  1,000  restaura 
each,"  recalls  Lonnie  Stout,  who  ' 
named  Winners  president  earlier  1 
year.  "We  all  overestimated  the  | 
of  the  market." 

Last  year  Winners  lost  $3.6  milh 
it  will  probably  lose  another  $2.6  n 
lion  this  year.  Cash  has  evapora 
but  cash  flow  has  been  adequate 
meet  debt-service  needs,  just  ban 
Fortunately,  Winners  owns  most 
the  property,  buildings  and  eqi 
ment  for  its  restaurants,  which  he 
to  soothe  the  bankers. 

"We're  in  too  many  market 
Stout  says.  Mrs.  Winners  outlets  n 
total  only  174.  Headquarters  staff] 
been  cut  from  120  to  54,  and  this  y 
operating  margins  improved  sharp. 

Not  helping  matters,  Winners  s 
owns  some  of  its  original  Wend 
franchises;  they  currently  account 
a  third  of  overall  sales.  Wendy's  1 
been  hurting  all  year.  Stout  says 
wants  to  improve  the  operations 
remodeling  restaurants  and  sharp< 
ing  management.  But  he  ackno'1 
edges  that  "acceptable  profits"  are 
likely  until  1988. 

Moral:  There  are  just  so  ma 
niches  in  even  the  best  of  marke 
Not  even  an  entrepreneurial  gen: 
like  Jack  Massey  can  change  that. 


hviUe  legend  Jack  Massey 

■iking  southern  fried  success. 


Any  insurance  policy  can  help  you  rebuild 
your  house.  But  a  Chubb  Replacement  Cost 
Policy  will  provide  you  with  the  coverage  you 
need  to  replace  the  unique  construction  and 
fine  architectural  details  that  make  your  home 
so  special. 

It's  one  more  reason  why  the  more  you 
have  to  insure  the  more  you  need  Chubb. 


The  Chubb  Group  of  Insurance  Companies  is  proud  to  participate  in 
"American  Playhouse!'  Watch  for  it  on  PBS. 


For  further  information, 
phone  800-922-0533. 


CHUBB 


1,024  new  reasons 
whYConrailterrito 
means  business 


'Thru  August  1986 


wince  1981,  more  than  1,000  new  businesses  have  located  along  Conrail  lines  in  the 
Northeast  and  Midwest  (each  dot  on  the  map).  More  than  500  in  just  1984-86. 

These  companies  invested  more  than  $6.1  billion.  Over  58,000  jobs  were  added.  And 
since  1981,  this  has  meant  more  than  $389  million  in  revenues  to  Conrail.  Strong  evi- 
dence that  the  Northeast  and  Midwest  are  vital  areas  of  expanding  business  opportunities. 

Reliable  delivery  time,  keenly  competitive  pricing,  innovative  service.  Conrail 
has  provided  America's  shippers  with  these  solid  reasons  to  include  our  company 
in  their  long-range  planning. 

What's  ahead? 

At  Conrail  today,  we're  doing  more  of  the  same— helping  companies  locate  and 
test  new  markets,  lower  production  costs,  and  improve  services  to  their  customers. 
Nobody  has  better  experience  in  helping  businesses  meet  their  transportation  needs. 

Our  Industrial  Development  team  has  pinpointed  more  desirable  sites,  and 
we  are  ready  to  negotiate  the  most  competitive  price/service  packages  available. 

If  we  can  be  of  help  to  you,  contact  John  F.  Betak,  AVP,  Industrial  &  Market  Develop- 
ment, 1528  Walnut  Street,  Philadelphia,  PA  19102.  Telephone:  215-893-6459.  Telex: 
834-510.  Panafax-  215-896-6652. 


CONRAIL- 

A  competitive  force  in  freight  transportation  for  our  CUSTOMERS 


The  Up  &  Comers 


Lessons 


Cheaper  oil  isnt  bad  for  all  oil  service 
ompanies.  This  one  thrives  on  it. 


Make  a  better 
mousetrap . . . 


By  Lisa  M.  Keefe 


IVV  as  any  startup's  timing 
M^f  worse       than  Landmark 

IV  Graphics'?  The  company  was 
)rn  in  Houston  in  1982,  just  as  oil 
:rvices  and  computers  were  about  to 
ash.  And  what  businesses  was 
iindmark  in?  Oil  services  and 
:)mputers.  No,  Landmark  is  not 
i  Chapter  1 1 .  It  is  doing  nicely, 
indmark  Graphics  turned  a 
rofit  only  five  months  after  its 
rst  system  was  delivered  in  Au- 
ijst  1984.  Revenues  doubled  in 
s  second  year  of  operation  (end- 
ig  June  30),  to  $12  million,  and 
lould  double  again  by  the  end  of 
seal  1987.  Its  customer  list  now 
lcludes  Texaco,  Enron,  Alberta 
nergy  and  Elf  Nigeria. 
Falling  oil  and  technology 
rices  have  simply  made  Land- 
lark's  products  more  attractive, 
andmark  makes  computer  sys- 
ims  that  allow  geophysicists  to 
'eate  three-dimensional  images 
f  geological  structures.  Subsur- 
ice  imaging,  as  this  is  called,  is 
ot  a  new  idea.  For  years  oil  com- 
anies  have  been  buying  graphics 
ipabilities  for  their  mainframe 
Dmputers  to  convert  seismic  data  in- 
ut  into  two-  and  three-dimensional 
ibsurface  picture  output. 
What  did  Landmark's  founders 
ring  to  the  party?  Two  of  them — 
)hn  O.  Mouton,  42,  and  H.  Anson 
hldebrand,  39 — had  worked  at  Exxon 
iorp.  and  knew  how  politics  work 
iside  a  big  bureaucracy.  (The  third 
ounder,  H.  Roice  Nelson,  36,  was  a 
'eophysicist  and  consultant.) 
They  understood  that  the  oil  ex- 
lorationists  would  gather  seismic 


data,  trundle  the  data  down  to  the 
data  processing  department  and  wait 
for  the  results.  If  the  geophysicists 
wanted  to  make  a  few  changes  in  their 
calculations,  they'd  have  to  repeat 
this  time-consuming  process.  As  a  re- 
sult, says  Mouton,  "There  was  a  lot  of 


Landmark  Graphics'  C.E.  Ennis  and  John  Mouton 
No  more  trips  to  the  EDP  room. 


data  sitting  around  idle  because  no 
one  was  available  to  interpret  it." 

The  EDP  departments  liked  the 
control  this  gave  them.  The  computer 
hardware  and  software  companies 
knew  where  the  computer  purchasing 
decisions  were  made,  and  so  designed 
their  systems  with  the  EDP  people  in 
mind,  not  the  explorationists. 

Landmark's  founders  turned  the 
equation  around.  They  developed 
their  products  for  the  geophysicists, 
who  have  to  make  the  drilling  deci- 


sions. Landmark  developed  geophysi- 
cist-friendly  systems  written  in  the 
geophysicists'  own  language  and  re- 
quiring very  few  commands.  Land- 
mark's systems  are  interactive,  mean- 
ing the  explorationists  can  re-enter 
data  and  get  instant  feedback.  No 
more  trips  to  the  EDP  room. 

Landmark's  self-contained  systems 
are  made  up  of  components  bought 
from  manufacturers  including  IBM, 
Fujitsu  and  Intel;  Landmark  writes 
the  software  on  which  the  systems 
run.  Prices  range  from  $100,000  for 
the  recently  introduced  desktop  mod- 
el to  $300,000  for  a  soon-to-be-intro- 
duced departmental  workstation. 
These  prices  put  Landmark  products 
well  within  the  budgets  of  most  explo- 
ration departments,  even  in  these  days 
of  sharp  cutbacks  in  oil  company  capi- 
tal spending.  "We  think  we're  the  fu- 
ture of  the  computer  industry,"  says 
C.E.  Ennis,  42,  Landmark's  chief  exec- 
utive. "Users  will  drive  the  industry, 
and  the  technology  will  follow." 

Geophysicists  say  Landmark's  im- 
ages are  more  complete  and  easier  to 
analyze  than  the  two-dimensional 
maps  the  scientists  have  been  draw- 
ing. That  makes  drilling  decisions 
more  accurate,  which  is  why 
Landmark  benefits  from  lower- 
priced  oil. 

"Landmark's  computers  will 
always  provide  us  with  better  in- 
terpretation," says  Thomas  Tor- 
rey,  a  supervisor  of  computer-aid- 
ed exploration  with  Texaco's  off- 
shore division,  which  uses  four 
Landmark  systems.  "You  save  a 
couple  of  million  dollars  on  one 
dry  hole,  and  you  can  buy  six  or 
seven  more  workstations." 

Landmark  shelved  last  spring's 
plan  to  go  public  as  oil  prices 
plunged,  but  will  probably  dust 
off  the  offering  prospectus  within 
the  next  nine  months  if  technol- 
ogy and  energy  issues  continue  to 
recover.  Jon  Bayless,  a  partner 
with  Dallas'  venture  capital  firm 
Sevin  Rosen  and  one  of  Land- 
mark's first  backers,  predicts  an- 
nual sales  will  reach  the  $50  mil- 

  lion  level  within  two  years.  But, 

he  says,  growth  beyond  that  will  de- 
pend on  diversification  outside  the  oil 
industry.  He  notes  that  Landmark's 
systems  can  be  reworked  to  produce 
other  images — under  the  ocean's  sur- 
face, for  example,  or  of  the  human 
body  beneath  the  skin. 

An  attractive  thought:  that  doctors, 
like  explorationists,  might  save  mon- 
ey by  poking  fewer  useless  holes.  As 
Landmark  cofounder  John  Mouton 
likes  to  put  it,  "Our  corporate  charter 
is  contrarian. "■ 
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MERGERS  & 
ACQUISITIONS  1986 

THE  PACE  PICKS  UP 


BY  LAURIE  MEISLER 


At  first,  1986  seemed  to  be  a  decent 
year,  but  not  a  particularly  memorable 
one.  In  the  first  three  months,  696 
mergers  were  completed,  valued  at 
$31.8  billion,  compared  with  864  deals 
worth  $47.6  billion  in  the  final  quarter  of 
1 985,  according  to  Mergers  and  Acqui- 
sitions. U.S.  firms  acquired  only  28 
overseas  businesses,  down  from  44 
the  previous  quarter,  and  there  were 
just  43  leveraged  buyouts  (LBOs),  val- 


ued at  a  relatively  paltry  $1.3  billion— in 
sharp  contrast  to  77  LBOs  valued  at 
$6.2  billion  in  the  last  three  months  of 
1985. 

The  slowdown  is  not  difficult  to  ex- 
plain: lofty  stock  prices,  which  put 
many  bargain  hunters  on  the  sidelines; 
uncertainty  about  proposed  federal  tax 
law  changes;  the  absence  of  oil  and 
gas  deals,  the  megadeals  that  had 
boosted  volume  in  previous  years;  re- 
cent restraints  by  the  Federal  Reserve 
Board  on  the  use  of  high-yield  junk 


bonds;  and  the  establishment  of  t 
over  defenses  by  many  potential 
gets.  "The  year  started  off  relati 
slowly,"  acknowledges  James  Ma 
managing  director  of  First  Bos 
"Most  people  thought  that  it  woulc 
an  important  year,  but  not  the  topo 
heap." 

How  wrong  those  forecasters  \a| 
Activity  began  to  pick  up  by  April 
calls  Maher.  And  while  first-half  fig 
remained  somewhat  disappoint 
W.T.  Grimm  &  Co.  reported  thatl 
total  value  of  acquisitions  in  1 986's 
six  months  was  off  23  percent  frorrj 
record  $100  billion  in  the  compan 
period  the  year  before-the  figures 
the  first  nine  months  of  this  year  tell 
different  tale  (see  table,  page  23). 
count  of  merger  transactions  clirrj 


Restructuring  a  corporation 

means  more  than 

List  a  divestiture  or  two. 


Champion  International 
Corporation 

li  as  acquired 

>t.  Regis  Corporation 

l  !  e  acled  as  linanoai  aJvisor  10  Cnampiun  international 
ijiorporation  and  as  Dealer  Manage'  ol  its  tender  otter 

Streamlining 

after  an 
acquisition. 

Champion  International 
Corporation 

has  sold  the  assets  ol  selected 
building  products  businesses 

lo 

U.S.  Plywood  Corporation 

We  acted  as  financial  advisor  to  Champion  Internalionai 
Corporalion  and  U  S  Plywood  Corporation  and  arranged 
the  acquisition  financing 

Champion  International 
Corporation 

has  sold  the  assets  of 

The  Brown  Papers  System 

10 

Stone  Container  Corporation 

We  acled  as  financial  advisor  to 
Champion  International  Corporation 

Divesting 
a  business 
segment. 

Philip  Morris  Incorporated 
Plainwell  Paper  Co.,  Inc. 

a  subsidiary  ol 

Philip  Morris  Industrial 
Incorporated 

Chesapeake  Corporation 

We  initialed  this  transaction  and  acled  as 
financial  advisor  to  Philip  Morns  incorporated 

Philip  Morris  Incorporated 

has  sold  the  assets  ol 

Nicolet  Paper  Company 

Philip  Moms  Industrial 
Incorporated 

10 

Hammermill  Paper  Company 

We  initialed  this  transaction  ana  acted  as 
financial  advisor  10  Philip  Morris  Incorporated 

Philip  Morris  Incorporated 

has  sold 

Wisconsin  Tissue  Mills  Inc. 
Chesapeake  Corporation 

We  initialed  ihis  transaction  and  acted  as 
Imancial  advisor  to  Philip  Morns  incorporated 

— 

Monsanto  Company 

Monsanto  Company 

$400,000,000 

s 

las  acquired 

G.D.  Searle  &  Co. 

has  acquired 

Continental  Pharma 

S.A. 

Monsanto 

COMPANY 
$250,000,000 

11V/0  Sinking  Fund  Debentures 
due  November  15,  2015 

We  acled  as  financial  advisor  to  Monsanto  Company 

We  acled  as  financial  advisor  to  Monsanio  Company 

$150,000,000 
l0V/r  Notes  due  November  15, 1992 

: 

Monsanto  Company 

as  sold 

Monsanto  Oil  Company 

3HP  Petroleum  (Americas), 
Inc. 

a  subsidiary  of 

Broken  Hill  Proprietary 
Company,  Ltd. 

Shifting 
corporate 
focus. 

Monsanto  Oil  Company 

a  subsidiary  of 

Monsanto  Company 

has  sold 

Monsanto  Oil  Company 
of  the  U.K.,  Inc. 

to 

Amerada  Hess  Corporation 

We  initialed  this  transaction  and  acted  as 
financial  advisor  to  Monsanto  Company 

We  initiated  this  transaction  and  acted  as 
financial  advisor  lo  Monsanto  Company 

Goldman  Sachs  meets  the 
restructuring  needs  of  all 
types  of  companies  in  all 
types  of  markets  with: 

■  One  of  Wall  Street's  most 
experienced  Mergers  and 
Acquisitions  teams. 

■  Preeminent  market 
knowledge,  research, 
arbitrage  and  financing 
skills. 

■  Access  to  key  corpo- 
rate decision  makers 
worldwide. 


Goldman 
Sachs 


York    Boston     Chicago     Dallas     Detroit     Houston     Los  Angeles     Memphis     Miami     Philadelphia     St.  Louis     San  Francisco     London     Hongkong    Tokyo  Zurich 
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THE  PACE  PICKS  UP 


to  774,  from  1985's  comparable  figure 
of  729,  while  volume  escalated  to  more 
than  $131  billion,  compared  with  nearly 
$127  billion  the  year  before.  "It  started 
off  as  a  year  everybody  felt  could  not 
possibly  equal  last  year,  and  it  has 
ended  up  as  a  year  that  is  the  most 
active  ever  in  terms  of  number  of  deals 
and  so  forth,"  proclaims  Steven 
Rattner,  principal  of  Morgan  Stanley  & 
Co. 

Rattner  holds  several  factors  respon- 
sible for  the  surge.  First  is  the  slide  in 
interest  rates  and  the  tremendous 
amount  of  available  financing.  "If  you 
look  at  the  deals  that  have  been  done, 
a  very  significant  part  of  them  involves 
what  we  call  financial  players  or  finan- 
cial investors,"  he  observes,  "every- 
thing from  leveraged-buyout  firms  to 
raiders."  Second  is  the  relaxed  antitrust 
environment.  "Many  companies  have 
come  to  the  conclusion  that  if  they  want 
to  do  something  that  raises  antitrust 
.questions  this  is  the  best  time  to  do  it. 
After  the  next  election,  who  knows?" 
Third  is  what  Rattner  calls  "the  rise  of 
the  VP  for  corporate  development." 
Over  the  last  several  years,  he  says, 
many  companies  have  looked  at  their 
portfolio  of  assets  on  a  much  more 
careful  and  systematic  basis,  and  are 
quicker  to  buy  and  sell  when  they  think 
the  mix  is  not  right.  "We  have  seen  the 
same  division  bought  and  sold  more 
than  once,"  Rattner  says.  "In  other 
words,  companies  have  gone  in  and 
bought  something  ,  then  after  a  year  or 
two  decided  to  sell  it."  Finally,  from  the 
standpoint  of  sellers— particularly  entre- 
preneurs who  have  built  businesses- 
there  is  the  attraction  of  generally  bull- 
ish economic  times.  "Fortunes  have 
been  created,"  Rattner  says. 

What  aboui  high  stock  prices? 
"There  have  been  cases,"  admits 
Charles  Ward  III,  managing  director  of 
First  Boston,  "when  we  didn't  do  a  deal 
because  market  prices  had  gone  up. 
We  felt  something  was  overpriced  and 
the  buyers  looked  seriously  and  then 
backed  away."  But  he  notes  that  the 
pickings  have  not  been  slim  in  all  sec- 
tors. "There  are  probably  certain  sec- 
tors that  are  overpriced,  and  therefore 
there  is  less  activity.  But  that  means 
there  are  probably  other  sectors  that 
have  been  underpriced,  so  the  overall 
ievel  of  activity  continues  to  be  high." 

Particularly  stylish  in  1986  have  been 
airlines  Witness  the  sale  of  Eastern  Air 
Jnes  to  Tne  Texas  Air  Corp.,  Northwest 
es'  acquisition  of  Republic  Airlines 
Trans  World  Airlines'  agreement  to 
er  Ozark  Airlines.  So  was  retail- 
vdenced  by  interest  in  Lucky 
ied  Stores  Corp..  Associated 


7986  may  not  be 
remembered  as  a  year 
with  an  abundance 
of  billion-dollar  deals 
. . .  but  it  will  be 
remembered  as  a  year 
with  very  large  deals 
and  a  lot  of  overall 
activity. 


Dry  Goods,  Safeway  Stores  and  others. 
In  the  first  half  of  1986  alone,  reports 
W.T.  Grimm,  the  total  dollar  value  paid 
for  retailing  acquisitions  reached  the 
$9.6-billion  mark,  more  than  a  threefold 
increase  from  the  same  period  the  year 
before.  The  financial  services  sector 
also  showed  great  strength.  There 
were  265  transactions  through  June, 
compared  with  239  for  the  first  six 
months  of  1985,  and  the  total  dollar 
value  climbed  to  $13.6  billion  from  $8.3 
billion. 

Declining  in  popularity  in  the  first  half, 
by  contrast,  were  communications  and 
broadcasting,  where  total  dollar  vol- 
ume of  deals  plunged  to  $5.1  billion 
from  $18.7  billion,  and  natural  re- 
sources, where  value  nearly  halved. 
True,  1986  may  not  be  remembered  as 
a  year  with  an  abundance  of  billion- 
dollar  deals,  although  the  $6.2-billion 
LBO  for  Beatrice  Cos.,  and  General 
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Electric  Co.'s  acquisition  of  RCA  Ci 
for  more  than  $6.1  billion,  are  certa 
nothing  to  sneeze  at.  But  it  will  b© 
membered  as  a  year  with  very  la 
deals  and  a  lot  of  overall  activity. 

Not  to  be  ignored  when  explair 
1986's  burst  of  activity  is  1987's 
reform,  which  will  eliminate  some  of 
tax-savings  possibilities  on  merg 
and  acquisition  transactions  that  d 
rently  exist.  As  written,  the  new  tax 
will,  for  example,  significantly  dimir 
the  amount  of  depreciation  that  can 
written  off  on  an  acquisition.  In  addit 
sellers  will  face  a  higher  capital-g; 
rate,  to  a  maximum  of  28  percent  f 
the  current  maximum  of  20  percent 

Not  surprisingly,  then,  many  sel 
-particularly  those  with  closely  r 
businesses-are  scrambling  to  get  t 
deals  in  under  the  wire.  "At  the  i 
ment,  we  have  an  unusually  high  ni 
ber  of  exclusive  sales,"  reports  Rol 
Willard,  Prudential-Bache  Securil 
managing  director.  "The  problem 
course,  is  that  everyone  wants  to 
them  done  before  yearend.  So  the 
law  change  has  caused  a  tremend 
buildup  of  inventory  on  Wall  Street 
companies  for  sale.  That  inventory 
large  extent,  will  be  worked  off  prio 
yearend."  To  Willard,  the  mad  rusf 
squeeze  in  before  the  deadline 
created  a  "real  pressure-cooker"  e 
ronment  for  investment  bankers 
attorneys.  "There  will  be  no  Christr 
this  year,"  he  confesses.  "That 
come  in  January." 

"/  don't  think  you've 
seen  the  last  of  that 
whole  other  subseg- 
ment  of  deals  that  are 
asset-related,  raider- 
investor  sparked  as 
opposed  to  driven  by 
corporate  imperatives 

But  will  the  tax  bill  have  a  chill 
effect  on  future  M&A  activity?  Wi 
throw  a  damper  on  leveraged  buyoi 
divestitures  and  sales  of  mature  bi 
nesses?  Will  it  sharply  affect  prio 
Will  the  burst  of  activity  witnessed  in 
final  months  of  1986  mean  fewer  de 
in  1987?  M&A  practitioners  are  divic 
on  many  of  these  questions,  though 
one  anticipates  disaster  (see 
page  13 ).  What  most  do  foresee,  he 
ever,  is  a  quiet  period  in  the  first 
months  of  1987,  as  the  frenzy  comes 
an  abrupt  halt  and  as  players  study 
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Quotron  Systems,  Inc. 


Independent  Directors 


Acquisition  Financing 


November,  1985 


$375,000,000 
Levi  Strauss  &  Co. 

14.45%  Subordinated  Notes 


Avon  Products,  Inc. 

has  sold  its  wholly-owned  subsidiary 

Mallinckrodt,  Inc. 

to 

International  Minerals  & 
Chemical  Corporation 
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Stock  Repurchases 


Corporate  Restructurings 


TRW  Inc. 


has  sold  9  businesses  and  has  repurchased 
7.702,471  shares  of  Common  Stock  as 
part  ol  a  corporate  restructuring 


Sales  of  Private  Companies 

August  14.  1986 

Scientific  American,  Inc. 

has  been  acquired  by 

Verlagsgruppe  Georg  von 
Holtzbrinck  GmbH 


Innovative  Securities 


Notice  ol  Otter 
by 

The  Washington  Post  Company 

To  Purchase  for  Cash  1,100,000  Shares  ol  its 
Class  B  Common  Stock 
at 

$112  Per  Share  Net 


December  27.  1985 


General  Motors  Corporation 


issued  its  Series  H  Common  Stock  as  pari  of 
the  consideration  in  the  acquisition  of 


Hughes  Aircraft  Company 
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Beatrice  Companies,  Inc. 
BC1  Holdings  Corporation 
Kohlberg  K  ra vis  Roberts  &  Co. 

James  River  Corporation 

0*  Virginia 
Crown  Zellerbach  Corporation 

Pioneer  Corporation 
Mesa  Limited  Partnership 

Pacific  Telesis  Group 
Communications  Industries,  Inc. 

Burlington  Industrie*.  B 
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Kidder  Peabody&Co 
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Kidder  PeabodvbC 

Freeport-McMoRan  Inc. 
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Phillips  Petroleum  Company 
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The  Kroger  Co. 
Hook  Drugs,  Inc. 

Parker-Hannif  in  Corporation 
Schrader  Bellows  Inc. 
Scovill  Inc. 

..  .   

Nl  Industries,  Inc. 

SioknCofporiiMin 

Masco  Corporation 
Masco  Industries,  Inc. 

Shop  &  Go,  Inc.  B" 
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Bee  Chemical  Company 
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Florida  Cypress  Gardens,  Inc. 

SPS  Technologies,  Inc. 
Cannon-Muskegon  Corporation 
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Home  State  Savings  Bank 
Hunter  Savings  Association 
American  Financial  Corporation 
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The  Greyhound  Corporation 

Pine  Top  Insurance  Company 
Whitney  Financial  Croup,  Inc. 

Maine  National  Corp. 
Bank  of  New  England  Corporation 

Tesoro  Petroleum  Corporation 

Trinidjd-  Teioro  Petrol  rum 
Compuif  Limited 

The  Government  of  Trinidad 
and  Tobago 

Johnstown  American  Companies 

Consolidated  Capital  Equities 
Corporation 

Johnstown  Management  Company 

Alaska  Pacific  Bancorpoc  1 
Key  Banks  Inc.  J 

i 

Kidder  PeibodyErCo 

Kidder  Peabody  6  Co 

Kidder  Ptabody  &  Co 

Kidder  Peabodv&Co 

Kidder  Peabod*  etc  1 

Bausch  &  Lomb  Incorporated 
Dow  Corning  Corporation 

Day-Glo  Color  Corp. 
Nalco  Chemical  Company 

Realex  Corporation 
C alma r  Inc. 

Dillingham  Corporation 

Foss  Alaska  Line,  Inc. 
Lynden  Incorporated 

Oneida  Ltd. 

Leavens  Manufacturing  C  1 
David  A.  Fleet  1 

Kidder  Pejfeody  6  Co 

Kidder  Ptabody  6  Co 

Kidder  Peabody&  Co 

Kidder  Peabody  6  Co 

Kidder  Peabod*  b  C*.  1 

Alco  Standard  Corporation 
Saxon  Industries,  Inc. 

CalMatCo. 

Statex  Petroleum,  Inc 

PSA,  Inc. 

Leaf.  Inc 
HuhtamakiOy 
Ford  Gum  &  Machinery  Company,  Inc. 
Automatic  Service  Company 

Toray  Industries,  Inc. 

bapil 
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..  ■      -  o  , 
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Ji* Vinson  Co. 

Li  it.  Inc. 

p.  -s  Group,  Inc. 

Richardson- Vicks  Inc. 
The  Procter  &  Gamble  Company 

Storer  Communications, 
Incorporated 

SCI  Holdings,  Inc. 

by'Vohlberg  Knv.i  ^obrntAcTt 

Avco  Corporation 
Textron  Inc. 

Carnation  Company 
Nestle  S.A. 

Frontier  Holdings,  Inc. 

hat  t**r>  acgu.rtd  by 

People  Express,  Inc. 

r*" 
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'(  ipany 

Iri  Zorporation 

Southern  Union  Company 

New  Mexico  Utility  Operations 

Public  Service  Company  of 
New  Mexico 

West  Coast  Grocery  Company 
Super  Valu  Stores,  Inc. 

Louisiana  Bancshares,  Inc. 

Ilnl  Banoharn  of  ItmftUna.  Inc 

First  National  Ban.orp  Inc 
Ouachita  National  Banciharev  Inc 

^l>Ml>.|..S..!...lll,.                  1.     ..-V. 1.^*1,'. 

Diversified  Energies,  Inc. 
Dyco  Petroleum  Corporation 
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Utah  International  Inc. 

The  Broken  Hill  Proprietary 
Company  Limited 

Energy  Reserves  Group,  Inc. 

-  »d>  6  Co 
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Kidder  Peabody  &  Co 
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Ktin&Spogli 
>    'kets,  Inc- 
ites, Inc. 

Harcourt  Brace  Jovanovich,  Inc. 

[  eilFn!  Home  Lite  Insurance  Company 
PHF  Life  Insurance  Company 

Home  Insurance  Company 

Hartford  National  Corporation 
Arltru  Bancorporation 

Bausch  &  Lomb  Incorporated 

Houston  Instrument  Division 

Ametek,  Inc. 

The  Seibels  Bruce  Group,  Inc. 
Rathbone,  King  &  Seeley,  Inc. 
Private  Investor  Group 

Sun  Electric  Corporation 

SICC  Financial  Service*.  Inc 

McDonnell  Douglas  Finance 
Corporation 

jibdybCo 

Kidder.  Peabody  6  Co 

Kidder  Peabody  &  Co 

Kidder  Peabody  b  Co. 

Kidder  Peabody  &  Co 

Kidder  Peabody  6  Co 

V.  Inc 
X  ti  Company 

The  Plasmine  Corporation 
Reichhold  Chemicals,  Inc. 

..j.  M      ......           ■   MfJrahM 

Western  Gas  Processors,  Ltd. 

MICC.  Inc 
MCTC .  Inc. 
MCPC.  Inc. 

MCO  Holdings,  Inc. 
Kidder.  Peabody  b  Co. 

First  National  Cincinnati 
Corporation 

The  Ohio  State  Bank 

Houston  Natural  Gas  Corporation 
Zeigler  Coal  Company 
Ze.glerCoalHoldmgCompany 

AMP  Incorporated 

kMaeaj^M 
Mark  Eyelet  &  Stamping,  Inc. 

,   ody  b  Co 

Kidder  Peabody  &  Co. 

Kidder.  Peabody  b  Co 

Kidder  Peabody  &  Co 

Kidder.  Peabody  &  Co. 

t  i  poration 

J  ,  i ranis.  Inc. 

I  I  il  Company,  Inc. 

Avalon  Energy  Corporation 
Tri-South  Investments  Inc. 
Avalon  Corporation 

(  arson  Pirie  Scott  &  Company 

hat  told  iltretori  pioprrim 

Indian  Lake* 
Nordic  Hill* 

VMS  Realty 

Dow  Corning  Corporation 

Elattomerk  Contact  Lens  Business 

Bausch  &  Lomb  Incorporated 

Raymark  Corporation 
Brake  System  Division 
Echlin  Inc. 

Castle  &  Cooke,  Inc. 

Bumble  Bee  Seafoods  Division 
Apiary  Associates,  Inc. 

1  ody  b  Co 

Kidder  Peabody  b  Co 

Kidder  Peabody  b  Co 

Kidder.  Peabody  if  Co 

Kidder  Peabody  &  Co 

Kidder,  Peabody  &  Co 

•  ikshares,  Inc. 
Corporation 

|erry  Leonard,  Inc. 
Allied  Stores  Corporation 

General  Electric  Company 
Bayou  Cogeneration  Plant 
Houston  Natural  Gas  Corporation 

Fetton  International,  Inc. 

Pauls  pic 
Harrisons  &  Crosfield  PLC 

Harris  Corporation 

Satellite  Antenna  Manufacturing  Operation! 

/ertex  Communications  Corporation 

Specialty  Brands  Incorporated 
United  Biscuits  (Holdings)  pic 

Early  California  Industries  Inc. 

rb»a-^ahW. art**, 

body  b  Co 

Kidder  Peabody  &  Co- 

Kidder  Peabody  &  Co. 

Kidder  Peabody  b  Co. 

Kidder  Peabody  &  Co 

Kidder.  Peabody  &  Co 

Kidder,  Peabody  8  Co. 
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climate.  "People  are  going  to  want  to 
sort  of  stop  and  listen,"  predicts  Ste- 
phen Waters,  co-director  of  M&A  for 
Shearson  Lehman  Brothers.  But  after 
they  do  that,  he  says,  the  activity  will 
get  going  again.  "I  think  the  underlying 
strategic  reasons  for  deals  are  going  to 
remain  the  same:  changing  product 
mix,  getting  critical  mass  and  all  those 
sorts  of  things,"  Waters  explains.  "And  I 
don't  think  you've  seen  the  last  of  that 
whole  other  subsegment  of  deals  that 
are  asset-related,  raider-investor 
sparked  as  opposed  to  driven  by  cor- 
porate imperatives.  Interest  rates  are 
still  pretty  good.  I  don't  see  a  big  funda- 
mental economic  change  that  will  sud- 
denly mean  no  M&A  business." 

RESTRUCTURINGS  KEEP 
COMING  

To  be  sure,  restructuring  and  recapital- 
ization plans,  which  have  been  fueling 
much  of  M&A  activity  in  recent  years, 
are  by  all  accounts  going  to  remain 
attractive  to  corporations-no  matter 
what  the  tax  bill  says.  "That's  a  staple 
that's  here  to  stay,"  emphasizes  Robert 
Lee,  managing  director  of  Dean  Witter 
Reynolds,  "whether  a  company  is  at  a 
46%  tax  rate,  a  34%  tax  rate,  or  what- 
ever." Several  factors  are  encouraging 
these  plans.  One  is  the  desire  on  the 
part  of  many  managements  to  get  back 
to  their  core  businesses.  "We  haven't 
yet  gotten  back  to  the  point  where  peo- 
ple are  saying,  'Hey,  we  can  manage 


The  pendulum  of  de- 
fense and  offense  has 
swung  back  toward 
the  offensive  side  with 
some  recent  court 
decisions. 


anything,' "  notes  John  Sanzo,  execu- 
tive vice  president  of  Oppenheimer  & 
Co.  Another  is  the  success  of  invest- 
ment bankers,  points  out  Morgan  Stan- 
ley's Rattner,  "in  convincing  people  for 
whom  it's  appropriate  how  they  can  use 
a  structure  like  recapitalization  to  im- 
prove the  likely  performance  of  their 
companies'  stock  and,  not  coinciden- 
tally,  give  management  the  opportunity 
to  achieve  a  very  significant  equity  po- 
sition." And  a  third  catalyst  is  fear  on 
the  part  of  managements  that  if  they  do 
not  do  a  restructuring  themselves,  an 
aggressor  will  come  along  and  force 
them  to  do  it. 


Restructuring  and 
recapitalization  plans 
. . .  are  by  all  accounts 
going  to  remain  attrac- 
tive to  corporations- 
no  matter  what  the 
tax  bill  says. 


Indeed,  recapitalizations  and  re- 
structurings are  currently  being  touted 
as  a  company's  best  defense,  while 
antitakeover  measures,  notably  the  poi- 
son pill,  are  being  deemphasized  in 
many  circles.  Indeed,  in  spite  of  the 
rush  to  install  pills  in  1986  by  Grey- 
hound Corp.,  Lear  Siegler,  Becton, 
Dickinson  &  Co.,  Raytheon  Co.  and  a 
host  of  other  corporations,  faith  in  that 
defense  mechanism  seems  to  have 
been  shaken.  "I  think  the  poison  pill  is 
basically  history,"  proclaims  David 
Kay,  a  merger  specialist  at  Drexel 
Burnham  Lambert,  summing  up  the 
view  of  the  majority  of  his  counterparts 
at  other  firms.  A  number  report,  for  one 
thing,  that  there  is  concern  about 
whether  the  pill  will  hold  up  or  prove  as 
defensive  as  had  originally  been 
thought. 

"A  lot  depends  on  what  state  you're 
incorporated  in,"  observes  Hamilton 
James,  senior  vice  president  of  Don- 


aldson, Lufkin  &  Jenrette  Securi 
Corp  "It's  clear  New  Jersey  is  I 
supportive  of  the  pill  than  is  Delaw, 
and  there  are  a  lot  of  states  wher 
hasn't  been  tested."  James  is  q 
vinced  "the  bloom  is  off  the  pi 
sharp  contrast  to  a  year  ago.  whej 
was  still  riding  high  as  a  defensive  \ 
neuver.  And  even  though  "everyb 
seems  to  be  recommending  ' 
boards  of  directors  put  in  the  poison 
as  a  protective  device,"  remarks 
chael  Hoffman,  co-director  of  M&/1 
Smith  Barney.  Harris  Upham  &  ( 
"the  wisdom  now  is  that  if  someN 
puts  an  all-cash  offer  on  the  table 
pill  seems  to  go  away  very  quickly.' 
gives  Safeway  Stores,  which  was  g| 
bled  up  by  Dart  Group,  as  an  exam 
of  such  a  situation.  Moreover.  "w( 
companies  get  outside  the  paramel 
of  the  plain  vanilla,  household-type  n 
son  pill,"  adds  Hoffman,  "they  often 
into  serious  legal  problems.  Witnessi 
Industries  and  Asarco." 


"Corporate  America  is 
now  on  the  attack 
rather  than  on  the 
defensive." 


One  dissenter,  however,  is  Ron| 
Freeman,  co-head  of  Salomon  Brc 
ers'  M&A,  who  maintains  that  the  pi 
still  going  strong.  The  only  differed 
he  says,  is  that  companies  are  qu 
tioning  whether  the  pill  is  enou 
"  'Why  are  we  doing  this  piecemeal 
managements  are  asking  themselv 
n  Freeman's  view.  In  fact,  he  points 
that  several  companies  are  gravitat 
toward  what  has  been  jokingly  referd 
to  as  the  IUD,  or  the  "mtercorpor; 
universal  defense."  The  idea,  he  sa 
s  to  decide  what  is  best  in  terms 
defense  and  put  the  whole  packa 
before  the  shareholders,  rather  than 
troduce  it  piecemeal.  "So  you've 
the  wave  of  written  consents,  superrr 
jorities  two  classes  of  stock,  fair-prt 
provisions  and  the  pill  looked  at  in  a 
broad  package  by  the  board  and 
shareholders,  instead  of  sneaking  itir 
bit  at  a  time. "  he  sums  up.  But  Freerrr 
acknowledges,  as  do  other  M&A  prs 
titioners,  that  the  pendulum  of  deferr 
and  offense  has  swung  back  towa 
the  offensive  side  with  some  rece 
court  decisions. 

To  Drexel's  Kay,  "what  appears  to 
the  most  common  defensive  tactiq 
the  moment  is  either  the  recapitali^ 
tion  into  voting  or  nonvoting  stock 


October  17,  1986 


MIX 

through  its  82.5%  owned  subsidiary 

MCo.,  Inc. 

and  Investors  in  MLX  Corp.  and  MCo.,  Inc. 


have  acquired 


Pameco  Corporation 

an  affiliate  of  The  Hillman  Company 


The  undersigned  initiated  this  transaction,  acted  as  financial  advisor  to  MLX  Corp., 
assisted  in  the  negotiations,  structured  and  arranged  the  financing  and 
participated  as  an  equity  investor  in  this  leveraged  buyout  transaction. 


Smith  Barney,  Harris  Upham  &  Co 

Incorporated 


ADVERTISEMENT  9 


THE  PACE  PICKS  UP 


"The  value  of  the  asset 
is  either  maximized 
by  the  company  that 
owns  it,  or  the  asset 
gets  sold  to  someone 
else." 


when  you're  actually  under  the  gun,  the 
prospect  of  a  recapitalization  by  the 
company  itself  and  the  leveraging  of 
the  company  in  a  so-called  public  le- 
veraged buyout."  Others  agree.  "The 
ultimate  defense,"  in  the  words  of  Pru- 
Bache's  Willard,  "is  to  get  your  stock 
price  up  and  keep  it  high  to  reflect  fairly 
the  values  that  are  there.  And  the  re- 
capitalization, whatever  approach  it 
takes,  has  come  into  its  own  as  a  de- 
fensive tactic." 

There  are  plenty  of  believers.  For  ex- 
ample, Colt  Industries  just  finished  a 
recapitalization;  Lucky  Stores,  with 
Asher  Edelman  on  its  tail,  is  attempting 
to  do  one;  Union  Carbide  Corp.,  fend- 
ing off  GAF  Corp.,  has  been  selling  off 
units;  and  FMC  Corp.  completed  a  re- 
capitalization plan  early  in  the  year.  In 
the  opinion  of  Peter  Goodson,  Kidder, 
Peabody  &  Co.'s  head  of  M&A,  such 
steps,  along  with  generally  higher 
stock  prices,  have  resulted  in  far  fewer 
attempted  takeovers  on  a  hostile  basis. 
"I  think  the  theme  is  shifting,"  he  de- 
clares. "Corporate  America  is  now  on 
the  attack  rather  than  on  the  defensive. 
What  Union  Carbide  did  to  protect  itself 
from  GAF,  most  companies  are  think- 
ing about  doing  without  having  a  GAF 
hanging  around.  And  it  makes  a  lot  of 
sense." 

Underlying  the  growth  of  restructur- 
ing and  recapitalization  efforts,  appar- 
ently, is  also  their  widespread  accep- 
tance by  investors.  According  to  Wilbur 
Ross,  managing  director  of  Rothschild, 
the  main  reason  companies  used  to  be 
reluctant  to  embark  on  a  restructuring 
plan  was  that  they  thought  a  big  write- 
off, for  example,  might  adversely  affect 
their  stock  prices.  "It  seems  to  be  hav- 
ing exactly  the  opposite  effect,"  Ross 
proclaims.  "People  like  restructurings, 
they  like  people  to  clean  up  their  act 
and  they're  willing  to  look  through  the 
immediate  writeoff  toward  the  en- 
hancement of  future  earnings."  And 
Ross  also  expects  to  see  quite  a  bit 
Union  Carbide-type  restructur- 
which  a  raider  is  knocking  at 
i  door  and  management  concludes 
Id  be  a  lot  more  value  in 
p  the  company  than  in  letting 


the  suitor  get  it.  "That's  the  ultimate 
proper  defense  for  somebody  who's 
under  attack,"  he  asserts.  "The  issue  is 
not  management  and  management  job 
security  and  management  control,  but 
maximizing  shareholder  values.  If 
breaking  up  the  company  is  the  way  to 
maximize  values,  I  think  you're  going  to 
find  more  and  more  people  doing  it,  in 
part  as  a  defensive  technique,  but  also 
in  fair  measure  just  to  generate  value 
for  shareholders." 

John  Desrosier,  senior  vice  president 
of  E.F.  Hutton  &  Co.,  points  to  another 
emerging  trend  in  the  LBO  arena:  the 
willingness  of  LBO  groups  to  provide 
not  only  equity  capital,  but  also  man- 
agement firepower.  "In  the  past,"  he 
recounts,  "what  has  been  brought  to  a 
transaction  has  been  on  the  financial 
side  of  the  equation-LBO  groups  have 
supplied  the  money  to  make  a  transac- 
tion happen.  The  next  wave,"  in  Desro- 
sier's  assessment,  "will  find  managers 
who  are  available  to  work  on  a  situation 
or  who  will  leave  an  existing  company 
to  join  an  effort  either  to  fix  up  a  trou- 
bled company  or  to  be  the  logical  next 
step  in  a  company  with  a  management- 
succession  problem ."  More  and  more 
people  are  talking  about  it,  he  says. 

And  as  restructurings  flourish,  so 
does  the  level  of  M&A  activity.  As  Rob- 
ert Whitby,  division  executive  of  Citi- 
corp Investment  Bank,  observes,  re- 
structurings themselves  give  rise  to 
plenty  of  transactions.  "As  companies 
restructure,"  he  explains,  "they're  often 
selling  off  divisions.  It  means  they're 
taking  free  cash  they  have  and  are 
acquiring  other  companies  with  it.  It 
means  they're  making  sure  of  getting 
the  maximum  value  of  the  resources 
they  have  at  their  command." 

It  also  means  the  number  of  LBOs 
continues  to  rise.  To  be  sure,  there 
have  been  only  brief  letups  on  the  LBO 
front.  While  the  $1.3  billion  worth  of 
LBOs  that  took  place  in  1986's  first 
quarter  was  bound  to  raise  worried 
eyebrows,  Mergers  &  Acquisitions  re- 
ports 60  LBOs,  valued  at  a  whopping 
$12.4  billion,  during  the  second  quar- 
ter. But  such  big  buyouts  as  Beatrice 
could  not  occur,  comments  Citicorp's 
Whitby,  unless  a  lot  of  money  could  be 
quickly  marshaled  and  put  into  a  deal. 
"The  financing  has  been  making  it  hap- 
pen, one's  ability  to  amass  several  bil- 
lion dollars  in  a  very  short  period  of 
time,"  declares  Whitby.  And  no  sooner 
does  Kohlberg  Kravis  Roberts  buy  a 
Beatrice,  he  illustrates,  then  the  un- 
winding process  begins.  "We've  seen 
a  lot  of  divestments  come  out  of  Be- 
atrice since  it  was  acquired  by  KKR, 
continued  on  page  17 
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November  1986 

F  &  N  Acquisition  Corp. 

nas  acquired 

Frederick  &  Nelson 

and 

The  Crescent 
BATUS  INC. 


The  undersigned  acted  as  financial  ad*>so'  to 
F  &  N  Acquisition  Corp  m  this  transaction 


E.  F.  Hutton  &  Company  Inc. 


•  ••  • 


Approximately  75%  of  tne  oulsiarxlmg  snares  of 


Frigitronics,  Inc. 


have  been  purchased  through  a  tender  otter  by 


Revlon  Group  Incorporated 


The  undersigned  acted  as  financial  advisor  to 

Fngitrontcs  Inc  m  thrs  Transaction 


E.  F.  Hutton  &  Company  Inc. 


November  1986 


Jurgovan  &  Blair,  Inc. 


has  been  acquired  by 


American  International  Group,  Inc. 


The  undersigned  initiated  this  transaction,  assisted  m  the  negotiations 
and  acted  as  financial  advisor  to  Jurgovan  &  Btair  inc 


E.  F.  Hutton  &  Company  Inc. 


Novembe'  1986 


Fermenta  AB 

through  its  indirect  subsidiary 

SDS  Biotech  Corporation 

has  acquired  51%  ol 

TechAmerica  Group,  Inc. 


The  undersigned  acted  as  financial  advisor  to  Fermenta  AB 
in  th.s  transactor  and  as  Deaie'  Manage'  in  tne  related  Tende*  Otter 


E.  F.  Hutton  &  Company  Inc. 


November  '986 


Darling-Delaware  Company,  Inc. 


has  been  acquired  by 


Darling  Holdings,  Inc. 


The  undersigned  initiated  tnis  transaction  assisted  >n  the  negotiations 
and  acted  as  financial  advisor  to  Dan ing-Deia ware  Company.  Inc 


E.  F.  Hutton  &  Company  Inc. 


Victory  Markets  Inc. 


has  been  acquired  Dy 


LNC  Industries  Pty.  Limited 


The  undersigned  acted  as  financial  advisor  to  Victory  Markets  Inc 
m  thrs  transaction  and  assisted  in  the  negotiations 


E.  F.  Hutton  &  Company  Inc. 


"Hutton  Partners  in 


Corporate  Growth 


Mergers  &  Acquisitions 
Leveraged  Buyouts 


uality  in  Mergers  &  Acquisitions 


Bally  Manufacturing  Corporation 

has  acquired  (he  ctutitartding  public  Hock  of 

tally's  Park  Plate.  Inc. 
W*  kUh/i'pufc  Plan,  lac 

PaineWebber 

Merv  Griffin  Enterprises 
The  Coca-Cola  Company 

PaineWebber 

Sterer  Engineering  and 
Manufacturing  Company 

Libbey-Owens-Ford  Company 
PaineWebber 

Cablevision  of  Baton  Rouge,  Ltd. 
Total  CATV,  Inc. 

^ifT».iy^u.ir ^5.000  (mm  lubKribxt  .n  the 
linfnoal  advisor  10  Toral^TVJnc"*  " 

PaineWebber 

Sterling  Extruder  Corporation 

by  in  indirect  wholly  owned  subsidiary  of 

Baker  Perkins  PLC 

negotiations,  and  acted  as  financial  advisor 
ro  Sterling  Enruder  Corporation 

PaineWebber 

PaineWebber  Capital  Inc. 
has  acquired 

Work  Wear  Corporation,  Inc. 

pro* idef  certain  fifuramg  and  arranger/other 

F^ineWebber 

Electronic  Mail  Europe,  S.A. 

1.        ......  V        I'll  M.|  PM.  I»  >  -    ,l!>»,  1, 

Ensign  Trust  pic 

hat  acquired  an  18*  cowry  .merest  in  the  above 
and  acred  as  linatciaT  advisor  "^iK"°n 

Electronic  Mail  Corporation  of  America 
PaineWebber 

HH  Holdings,  Inc. 
Craddock -Terry  Shoe  Corporation 

""'"^nJ          ^  t...jr„  ,al  j.Unot  to"*  "B 
HH  Holdings,  lnc 

I^ineWebber 

Technicorp  International,  Inc. 

New  England  Microwave 
Corporation 

We  aaed  as  financial  ad.uor  to 
Technicorp  International,  lnc 

PaineWebber 

Diagnon  Corporation 

Bioqual,  Inc. 

We  acred  as  financial  advuof 
ro  Diagnon  Corporation 

PaineWebber 

Colgate-Palmolive  Company 

*°of  The  Kendal  l'(«m^w 

American  Fiber  &  Finishing,  Inc. 

Arrtet^j^  hbei  VVuLihm^'lw 

PaineWebber 

Midwest  Energy  Company 
Donovan  Companies,  Inc. 

financial  aJnn>r  in  MiHweit  Energy  Company 

PaineWebber 

A.  Johnson  &  Co.,  Inc. 
l.D.E.  Corporation 

RiineWebber 

Great  American  First  Savings  Bank 

has  acquired 

Home  Federal  Savings 
and  Loan  Association 

PaineWebber 

Midwest  Energy  Company 

has  acquired 

Iowa  Gas  Company 

a  wholly  owned  subsKtury  of 

Iowa  Resources,  Inc. 

%Vd^esVE«t~y'fimp^  " 

PaineWebber 

Checker  Holding  Corporation 
Checker  Motors  Corporation 

Che^ket  Holding iCdk^dlKim 

PaineWebber 

Fidata  Trust  Company  New  York 

Wall  Street  Trust, 
A  Bank  cf  New  York  Division 

PaineWebber 

Acme-Cleveland  Corporation 

has  sold  the  oprraung  assert  of  tit  sub-idurt 
Hillyer  Corporation 

Kingsbury  Machine  Tool 
Corporation 

the  nea^t^-mnw^^uw  «^anc«Ndvitor 

PaineWebber 

Fidata  Securities  Management 
Incorporated 

and  has  terrain  of  m  liab.luiri  assumed  by 

Wall  Street  Data  Services,  Inc., 
The  Bank  of  New  York 

financial  j.Kiw  i  i.<  FiJju  •  nrporatton 

F^ineWebber 

Fidata  Corporation 
Fidata  Trust  Company  California 
The  Bank  of  New  York  Company,  Inc. 

PaineWebber 

Fidaia  Corporation 

of  its  lr^ll/o*ned.u'b^d.an 

Fidata  Systems  Incorporated 
Mellon  Bank  Corporation 

PaineWebber 

Fidata  Trust  Company 
Massachusetts 

has  sold  certain  ol  its  awl)  ro,  and  had 

Mellon  Bank  Corporation 

We  initiated  (he  transaction  and  acted  as 

PaineWebber 

Square  D  Company 

Trine  Security  Products 

io  a  pnvate  tnveiiot 
We  initiated  (Ml  transition  and  acted  as 

PiineWebber 

Fidata  Corporation 

Fidata  Securities  Services 
Incorporated 

Mellon  Bank  Corporation 

We  initiated  rhe  tr.niactH.n  and  acted  as 

PaineWebber 

Fidata  Securities  Management 
Incorporated 

Fidata  Investor  Services  Division 

Colson  Services  Corp. 

financial  advisor  in  Fidata  Corpora  lion 

PaineWebber 

HH  Holdings,  lnc 
Hill  Brothers,  Inc. 

The  underlined  assisted  m  initiating  thu  transaction 
and  acted  u  financial  advm.r  to  HH  Huldings,  lnc 

PaineWebber 

ADT  lnc 

hat  disitibuied  ro  id  shareholders  on  a  one  for  live 
share  oasis  90%  of  the  common  stock:  of 

Antech  Corp. 

PiineWebber 

Atlantic  Financial  Federal 
Great  West  Savings  &  Loan  Association 

Atlantic  Service  Company,  Inc. 

has  been  acquired  by 

Bairnco  Corporation 

PaineWebber 

Federal -Mogul 
Carter  Automotive  Company,  Inc. 
ACF  Industries,  Inc. 

We  assisted  in  initiating  this  innianioa 

PaineWebber 

^"amiiVi'nVf^a'l^'ed^Ml'  '° 

PaineWebber 

CACI,  Inc. 
PaineWebber 

Grow  Group,  Inc. 

The  Aqua  Chem  and  Household 
Products  Segments 

the  Otermcil  Packaging  Di.is.on  ol 

Georgia-Pacific  Corporation 

^'n^ri!c'ial'ad»!>or  to Gro'w  Crou^."^  " 

ftineWebber 

Commonwealth  Telephone 
Enterprises,  Inc. 

has  recaptialiaed,  purtuani  to  which  the  company 
has  issued  a  vec.,r*l  d»i  ol  tommon  stock 

C-TEC  Corporation 

to  C  TEC  Corporation 

PaineWebber 

Delta  Air  Lines,  Inc. 

hai  acquired  an  approumate 
209e  ownership  interest  in 

Comair,  Inc. 

We  acted  as  liiurwul  advtsor  to ' 

PaineWebber 

Square  D  Company 
Bell  Electrical  Products  Company 

Composition  Systems,  Inc. 
Crosfield  Data  Systems  Inc. 

(a  member  of  The  De  La  Rue  Croup  of  Companies! 

We  acied  as  •  ■■■■><-  tl  advuor  to 
Composition  SysTema,  lnc 

PaineWebber 

Hubbeil  incorporated 

f  LnacUaMMTtO  ^".re D  Company" 

PaineWebber 

Thrifty  Corporation 

has  merged  with 

Pacific  Lighting  Corporation 

Thrifry  Corporation 

ftiineWebber 

Incorporated 


Robert  W  Bal.lri.ise 

(617)  439-8500 


Chicago 

Jerome  J.  Cetnar 

(312)  580-8320 


W  Peter  Shisser,  Managing  Director  (212)  713-3076 
Robert  A  Hastings.  Managing  Director  (212)  71V3080 

I  i.tlljs  Houston 


Richard  J  Kitchen,  III 
Donald  I  I. inn,  jr. 
(214)  979-1122 


Stephen  A  Lasher 

(713)  236-517! 


Los  Angeles 
Roy  C  Turney 

(213)972-1721 


Nicholas  G  Aylwin 
011-141-377-0055 


These  transactions  were  completed  in  1986. 
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THE  PACE  PICKS  UP 


HOW  WILL  THE  TAX  BILL 
AFFECT  1987  MERGERS  & 
ACQUISITION  ACTIVITY? 

Ken  Miller,  managing  director  of 
Merrill  Lynch  Capital  Markets:  "I  am 

of  the  school  that  says  the  tax  code 
is  not  going  to  have  any  impact  on 
the  level  of  M&A  activity  Worst 
case,  it  will  affect  pricing,  but,  best 
case,  I  think  people  will  be  able  to 
structure  around  it.  Leveraged 
buyouts  won't  be  harder  to  do,  they 
may  just  be  priced  differently." 

Ronald  Freeman,  co-head  of  M&A  at 
Salomon  Brothers:  "There's  an  issue 
here  I  don't  think  anybody  is  really 
an  expert  on:  To  what  degree  are  we 
eating  our  seed  corn  in  this  industry, 
to  what  degree  have  the  changes  in 
the  tax  law  accelerated  the  deal  flow 
and  adversely  affected  the  M&A 
business?  The  repeal  of  the  General 
Utilities  Doctrine  is  certainly  going  to 
cause  some  deals  that  might  have 
been  done  not  to  get  done.  But, 
overall,  the  market  tends  to  adjust  to 
prevailing  conditions-and  tax  laws 
are  part  of  prevailing  conditions. 
We'll  see  deals  get  done  at  different 
prices,  but  they  will  get  done.  Ther- 
e's a  strong  impetus  to  do  them.  The 
biggest  shadow  overhanging  deals 
is  the  risk  that  interest  rates  will  run 
up  again,  but  no  significant  market 
commentator  sees  that  as  a  real 
near-term  risk." 

David  Dougherty,  managing  director 
of  Bankers  Trust  Co.:  "Certainly,  the 
amount  of  activity  in  the  leveraged 
buyout  arena  will  be  adversely  af- 
fected, as  more  equity  will  be  re- 
quired-everything  else  being 
equal-to  do  the  same  transaction. 
And,  consequently,  this  should  re- 
sult in  a  lessening  of  the  pace  of 
financially  driven  transactions.  The 
strategic  transactions  should  contin- 
ue, however;  reorganization  efforts 
are  still  not  fully  realized  in  most  of 
corporate  America  And  certainly 
the  internationalization  of  a  number 
of  activities-Japanese  industrial 
companies  wanting  to  buy  auto- 
parts  suppliers,  for  example,  and 
the  tremendous  number  of  signifi- 
cant media  transactions  throughout 
the  world-should  continue." 

Peter  Goodson,  director  of  M&A  at 
Kidder,  Peabody  &  Co.:  "I  think  the 

tax  bill  is  having  a  three-  or  four- 
month    impact,    speeding  along 
some  things  that  probably  would 
3  been  done  anyway.  Beyond 
hai    don't  think  it's  going  to  have  a 
npact.  One  has  to  realize  that 


depreciation  and  the  investment  tax 
credit  are  minor  points  on  the  scale 
of  how  you  finance  transactions  in 
today's  environment.  Where  you 
start  offsetting  the  change  in  the  tax 
rate  is  with  interest  rates  where  they 
are.  These  markets  are  created  by 
motivation;  they're  not  created  by 
tax  gimmicks." 

Hamilton  James,  senior  vice  presi- 
dent of  Donaldson,  Lufkin  &  Jenrette 
Securities  Co.p.:  "I  think  there  will  be 
a  downturn  next  year,  as  the  new  tax 
law  takes  a  lot  of  the  steam  out  of 
different  types  of  deals.  The  deals 
most  affected  will  be  those  based  on 
a  breakup  of  the  company.  Some 
industries  will  also  be  affected  neg- 
atively. At  this  point,  however,  one 
thing  that's  not  clear  is  the  status  of 
Section  338,  which  is  critical  to 
whether  a  breakup  deal  will  work  or 
not.  And  if  that's  eliminated,  and  at 
this  point  I'd  say  it's  a  coin  toss,  then 
a  lot  of  the  big  deals  that  took  place 
in  the  last  year  will  be  uneco- 
nomical-such deals  as  Beatrice  and 
others,  whereby  a  company  was 
bought  and  pieces  were  spun  off." 

Robert  Whitby,  division  director, 
head  of  global  M&A  at  Citicorp.:  "My 

own  feeling  is  it  will  impact  family- 
owned  transactions.  A  lot  of  private- 
ly held  businesses  may  have  been 
sold  this  year,  trying  to  anticipate  the 
change.  But  I  don't  think  it's  really 
going  to  affect  us,  since  very  little  of 
our  business  is  done  at  that  level. 
However,  I  think  some  of  the 
changes  in  NOL  treatment  are  im- 
portant; a  lot  of  NOLs  will  evaporate 
if  the  deals  can't  get  done  this  year. 
But,  again,  I  don't  think  it  means 
those  companies  won't  do  deals 
next  year;  it  just  means  that  they 
would  have  been  more  advanta- 
geously treated  had  they  done  the 
deal  this  year.  I  don't  think  the  tax  bill 
will  retard  the  doing  of  deals." 

Wilbur  Ross,  managing  director  of 
Rothschild:  "It  has  two  negative  im- 
plications. One,  it  will  become  diffi- 
cult, and  not  very  practical,  to  write 
up  the  assets  of  the  acquired  com- 
pany and  get  a  new  depreciation  life 
for  them.  Still,  that  is  in  some  mea- 
sure offset  by  the  basic  lowering  of 
the  tax  rate.  But  there's  a  second, 
negative  aspect  to  the  tax  bill.  Previ- 
ously, when  buying  a  conglomerate 
with  an  eye  toward  selling  off  parts, 
there  had  been  two  mechanisms 
you  could  use  to,  in  effect,  allocate  a 
portion  of  your  purchase  price  to  the 
parts  of  the  company  you  wanted  to 
sell,  and  therefore  realize  at  the  cor- 


porate level  no  gain  on  those  divesti- 
tures, even  though  you  were  selling 
them  at  a  much  higher  price  than 
their  historical  tax  book  value.  That 
becomes  hard,  if  not  impossible  So 
you  could  argue  that,  since  proba- 
bly in  at  least  half  the  cases  there's 
something  to  sell  off  at  a  gain,  the 
prices  one  can  pay  for  acquisitions 
would  fall  5  percent  or  1 0  percent  on 
average.  And  since  we're  already  in 
a  fairly  high-priced  environment,  it 
will  probably  turn  out  to  be  some- 
thing of  a  negative  for  deal  volume." 

John  Sanzo,  executive  vice  presi- 
dent of  Oppenheimer  &  Co.:  "I  think 
there  will  be  a  decline  in  selling 
prices  next  year  for  a  couple  of  rea- 
sons. One,  I  think  financing  costs 
are  going  to  be  higher.  And  second 
of  all,  people  are  speeding  up  deals 
this  year.  It's  kind  of  like  General 
Motors  offering  attractive  financing, 
and  everybody  suddenly  rushing  in 
to  buy  cars.  Car  sales  may  look  pret- 
ty good,  but  they're  coming  from 
next  quarter's  sales.  I  think  that's 
what  you're  seeing  with  some  of 
these  deals  as  well.  People  are  rush- 
ing to  get  deals  done  this  year,  and 
they're  taking  them  away,  if  you  will, 
from  next  year.  So  I  think  the  envi- 
ronment might  be  a  little  softer  for 
sellers  next  year  and  activity  in  gen- 
eral will  be  a  little  slower." 

Steven  Rattner,  principal  of  Morgan 
Stanley  &  Co.:  "There  are  a  number 
of  uncertainties  connected  with  the 
tax  bill,  and  it  isn't  entirely  clear  to 
me  how  quickly  they're  going  to  get 
sorted  out.  The  government  will 
have  to  provide  regulations  and 
guidance  as  to  how  to  interpret 
them.  Plus,  it  will  take  a  while  for 
buyers  and  sellers  to  evaluate  what 
the  provisions  mean  in  terms  of  the 
economics  of  a  deal.  It's  the  kind  of 
thing  people  have  to  sit  with  for  a 
while,  to  get  a  better  feel  for." 

Hoyt  Ammidon,  Jr.,  managing  direc- 
tor of  Chase  Investment  Bank:  "Ev- 
erybody is  analyzing,  but  I  personal- 
ly don't  think  anybody  knows  enough 
today.  I  think  one  of  the  preliminary 
changes  will  be  a  reassessment  of 
values.  Various  parts  of  businesses 
may  be  more  or  less  valuable  and 
various  industries  may  be  more  or 
less  valuable  as  a  result  of  the  appli- 
cations of  the  tax  bill.  Some  compa- 
nies might  be  more  attractive,  while 
those  with  heavy  foreign  operations 
might  be  less  attractive,  just  to  take 
an  example,  because  of  the  inability 
to  use  foreign  tax  credits  in  the  same 
fashion." 


HOW  THE  BANK  OF  NEW  YORK 
ONNECTS  THE  PEOPLE  WHO  NEED  IT 

WITH  THE  PEOPLE  WHO 
HAVE  IT  IN  THE  CAPITAL  MARKETS. 


As  any  successful  matchmaker  will 
t  il  you,  theres  nothing  like  bringing 
t  gether  people  with  compatible 
kerests. 

Like  a  business  looking  for  a 
5  ap  counterparty7  in  order  to 
btter  manage  interest  rate  risk, 
i  There  are  businesses  with  min 
ilial  tax  liability7  in  need 
p  capital  equipment 

looking  to  be 


private  placements.  As  well  as  businesses 
looking  for  investment  opportunities 
in  the  private  markets. 

You  11  find  the  Capital  Markets 
Division  of  The  Bank  of  New 
York  an  ideal  intermediary  in 
all  these  situations.  Because  our 
-going  activity  in  the  capital 

markets  of  the  world  keeps 
us  constantly  apprised 
of  whos  looking, 
who's  avail- 


matched 
with  businesses 
I  need  of  tax  credits  pro- 
ded  by  leverage  leases. 
Or  there  are  businesses 
oking  for  an  acquisition, 
'  to  divest  themselves  of 
Derations. 

Then  there  are  businesses  interested 
i  raising  debt  and  equity  capital  through 


able  and 
whos  eligible. 

To  discuss  any  aspect  of 
our  capital  markets  capa- 
bilities, call  Donald  S. 
Kemp,  Senior  Vice  Presi- 
dent, at  (212)  530-1628.  Or 
vou  can  write  him  at  The  Bank  of 
New  York,  48  Wall  Street,  THE 
New  York,  NY  10015.      BANK  OF 

NEW 
YORK 


SIZE  IS  NOT  THE  ISSUE. 


I  the  world  of  high 
mce,  there  aren't  big 
i:ers  for  big  companies, 
•mall  bankers  for  small 
r  parries.  At  least,  there 
cddn't  be. 

Hart  bankers  for  smart 
i  parries  is  more  like  it. 
p  :h  explains  why  so  many 
:(ir  clients  have  little  in 
imon  when  it  comes  to 
k  And  everything  in  com- 
I  when  it  comes  to  need, 
[hey  have  growing  pains, 
[fges  from  their  competi- 


tion, and  real  concerns  about 
the  future.  From  the  start-up 
companies  to  the  conglom- 
erates, they  have  to  respond 
to  change. 

That's  why  it's  as  important 
to  be  able  to  raise  $5  million 
for  an  IPO  as  it  is  to  come  up 
with  a  billion  for  a  financing. 
Just  as  significant  as  the  dollar 
amount  raised  is  arriving  at 
the  solution  that  works.  It's  all 
part  of  our  working  philosophy 
that  to  deliver  the  best  service, 
our  focus  is  on  the  client's 


needs,  not  on  the  client's  size. 

Naturally,  we  have  numbers 
to  back  up  those  words. 

In  the  first  half  of  1986, 
Drexel  lead  managed  or  co- 
managed  120  financings  worth 
$18  billion.  For  every  deal 
that  was  over  $100  million, 
two  were  $100  million  or  less. 

If  your  company  is  little,  big 
or  of  average  height,  you'll  fit  in 
at  Drexel  Burnham.  Call  Linda 
Hanauer  at  212-480-5732. 

The  only  issue  we  care  about 
is  what  size  you  want  to  be. 


Drexel  Burnham 

Drexel  Burnham  Lambert  Incorporated 
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continued  from  page  9 
and  we'll  see  more,"  Whitby  forecasts. 
He  cites,  too,  the  plethora  of  transac- 
tions that  have  resulted  from  the  acqui- 
sition of  AMF  Corp.  by  Minstar,  the  Uni- 
royal  LBO  and  the  purchase  of  Revlon 
by  Pantry  Pride.  "A  lot  of  stuff  is  now 
being  spun  off,  either  through  divest- 
ments or  through  other  LBOs,  to  help 
refund  some  of  that  acquisition  debt," 
Whitby  concludes.  "One  big  deal  usu- 
ally precipitates  a  whole  constellation 
of  little  deals  afterward,  and  the  'little 
deals,' "  he  is  quick  to  add,  frequently 
fall  into  the  not-so-paltry  hundred-mil- 
lion-dollar range. 

While  the  LBO  business  is  benefiting 
from  the  huge  amount  of  merchandise 
being  spun  out  of  major  corporations, 
another  important  development  is  con- 
tributing to  its  health:  the  recycling  of 
earlier  LBOs.  As  Rothschild's  Ross 
points  out,  this  is  happening  on  three 
fronts.  First,  a  host  of  companies  that 
were  taken  private  over  the  last  several 
years  by  LBO  groups  are  now  being 
taken  back  out  to  the  public,  usually  at 
very  big  markups  over  the  prices  at 
which  they  were  sold.  Second,  he  says, 
LBO  groups  have  been  recycling  divi- 
sions of  companies  they  had  earlier 
bought  into  LBOs,  again  at  some  pretty 
good  markups.  And,  third,  whole  LBOs 
have,  in  a  few  cases,  been  recycled. 

First  Boston's  Maher  gives  one  ex- 
ample. He  notes  that  First  Boston  did 
an  LBO  for  Congoleum  in  1980,  and 
then  redid  it  in  1984.  Two  years  later, 
each  of  five  Congoleum  divisions  was 
sold  off,  resulting  in  five  separate  com- 
panies and  five  separate  LBOs.  Four  or 
so  years  from  now,  Maher  suspects, 
these  companies  will  probably  be  sold 
again.  "So  there  is  some  activity  built 
into  the  system,"  he  says.  "Of  this 
year's  list  of  transactions,  a  lot  were 
current  leveraged  buyouts  and  former 
leveraged  buyouts  and  transactions 
subsequent  to  'overaged  buyouts  " 
Colleague  Ward  thinks  of  it  as  a  contin- 
uation of  a  trend  that  has  become  evi- 
dent in  recent  years-the  greater  "ve- 
locity" in  assets.  The  marketplace,  he 
maintains,  is  giving  an  asset  less  time 
to  develop  its  potential.  "The  value  of 
the  asset  is  either  maximized  by  the 
company  that  owns  it,  or  the  asset  gets 
sold  to  someone  else.  So  assets  are 
turning  over  at  a  much  greater  rate  into 
the  hands  of  people  who  can  get  the 
value  out,  as  opposed  to  years  ago, 
when  they  would  just  sort  of  sit  in  one 
company's  hands.  Marketplace  forces 
assets  into  the  hands  of 
2  who  are  going  to  maximize  their 
□serves  Ward. 
<et  is  another  case  in  point. 


THE  PACE  PICKS  UP 


Forstmann  Little,  the  LBO  firm,  bought  it 
as  a  public  company;  Shearson  Leh- 
man Brothers,  working  with  a  group  of 
equity  investors  and  a  corporate  part- 
ner, Cadbury-Schweppes,  later  bought 
the  company  from  Forstmann  Little  for 
$400  million.  Indeed,  the  Dr.  Pepper 
transaction  illustrates  another  impor- 
tant development  in  the  M&A  world-the 
willingness  of  many  investment  bank- 
ing firms  to  go  beyond  their  traditional 
role  of  financial  middlemen  and  to  put 
their  own  money  on  the  line  (see  box, 
page  21 ).  When  Coca-Cola  Co.'s  bid  to 
buy  Dr.  Pepper  was  rebuffed  by  the 
Federal  Trade  Commission,  Shearson 
stepped  in.  "It  was  a  case  in  which  we 
were  able  to  bid  firm  like  a  corporate 
buyer,"  says  Daniel  Good,  Shearson 
Lehman  Brothers'  director  of  LBOs  and 
principal  investments.  "We're  treated 
almost  as  a  corporate  buyer,"  he  adds, 
"not  as  someone  who  has  to  go  raise 
financing.  That's  a  very,  very  strong 
competitive  advantage." 

Donaldson,  Lufkin  &  Jenrette's 
James  has  identified  yet  another 
trend-LBOs  done  on  turnaround  com- 
panies, such  as  Wilson's  Sporting 
Goods  and  Seven-Up.  "The  continued 
high  volume  of  leveraged-buyout  busi- 
ness," he  claims,  "is  moving  increas- 
ingly away  from  asset-heavy,  stable, 
predictable  companies  to  nonasset 
turnarounds,"  and  the  number  of  deals 
that  fall  into  that  category  is  bound  to 
accelerate,  in  his  opinion.  "There  are 
more  dollars  in  the  area,  and  they  have 
to  be  put  to  work,"  comments  James. 
Moreover,  "the  successes,"  he  adds, 
"are  remarkable." 

LOOKING  ABROAD  

Interestingly,  much  of  what  has  been 
happening  lately  to  U.S.  M&A  is 
spreading  to  other  lands.  The  LBO 
boom,  for  one  thing,  seems  to  have 
caught  hold  in  the  United  Kingdom. 
And  Warren  Kanders,  vice  president  of 
Orion  Royal  Bank,  relates  there  have 
recently  been  a  spate  of  megabids  in 
the  United  Kingdom-offers  for  compa- 
nies in  excess  of  a  billion  pounds  ster- 
ling-more than  a  few  of  them  of  a  hos- 
tile nature.  It  is  no  wonder  that  U.K. 
companies,  like  U.S.  companies,  are 
tempted,  in  Kanders'  words,  "to  protect 
themselves  by  streamlining  their  own 
businesses,  putting  their  own  houses  in 
order  and  then  promoting  these  efforts 
to  the  financial  community  so  that  in- 
vestors are  aware  of  what  they're 
doing." 

Beecham  Group  is  one  example. 
Kanders  points  out  that  this  U.K.  health 


Although  the  number 
and  dollar  value  of 
U.S.  transactions 
overseas  rose  in  the 
first  nine  months  of 
this  year . . .  the  level 
of  foreign  buying  in 
the  U.S.  took  a  much 
more  dramatic  leap. 


services  company  has  hired  a  ne 
chairman  and  chief  executive  office 
the  former  vice  chairman  of  Textron, 
streamline  its  operations,  while  Ca^ 
bury-Schweppes  and  The  Boots  CI 
have  been  undergoing  restructuring 
of  their  own.  Like  their  U.S.  counte 
parts,  U.K.  companies  are  looking 
themselves,    deciding    where  the 
should  be  going  strategically  and  sej 
ing  off  pieces  that  do  not  fit.  Spurrirl 
action  on  their  part  is  the  fact  that  tH 
equity  markets  are  strong,  making  for 
good  selling  environment,  and,  as 
the  U.S.,  pools  of  capital  have  been  pi 
together  to  acquire  companies  on 
leveraged-buyout    or  managemer 
buyout  basis.  As  Kanders  comment! 
"There's  much  money  available  fl 
these  types  of  deals." 

But  what  about  activity  of  a  cros 
border  nature?  Are  U.S.  companies  ; 
nally  taking  advantage  of  the  value 
that  exist  overseas?  Although  the  nun 
ber  and  dollar  value  of  U.S.  transai 
tions  overseas  rose  in  the  first  nin 
months  of  this  year,  compared  with  tl 
same  period  in  1985,  the  level  of  fc 
eign  buying  in  the  U.S.  took  a  mu< 
more  dramatic  leap.  M&A  head  Pet 
Slusser  discloses  that  Paine  Webber 
currently  helping  the  Campeau  Corf 
a  Canadian  corporation,  to  buy  Allic 
Stores,  and  that  staffers  in  Paine  We 
ber's  London  office  have  seen  a  sizat 
amount  of  interest  in  the  U.S.  amor 
English  and  European  buyers.  Many 
them  are  willing  to  pay  full  price,  I 
adds. 

And  investment  bankers  by  ar 
large  expect  the  bulk  of  the  moveme 
to  remain  in  the  direction  of  the  U. 
Likely  to  inspire  more  buyers, 
course,  is  the  dollar's  decline  relative 
foreign  currencies,  not  to  mention  tf 
possibility  of  a  slightly  better  pricir 
environment.  But  the  key  is  the  fact  th 
the  U.S.  has  the  largest  market  for  tH 
distribution  of  goods-and  the  mc 
companies  available  for  acquisition,  j 


Republic  Health  Corporation 


has  been  acquired  in  a  leveraged  buyout  by 
a  newly  formed  private  company 


REPH  Acquisition  Company 


We  structured  this  transaction,  acted  as  financial  advisor  to, 

and  participated  as  a  lead  investor  in  REPH  Acquisition  Company. 


Donaldson,  Lufkin  &  lenrette 


$613,400,000 

REPH  Acquisition  Company 


Acquisition  financing  consisting  of:  Bank  Credit  Facilities, 
Subordinated  Debt  Instruments  and  Equity  Securities. 


We  acted  as  placement  agent  and  financial  advisor  to 
REPH  Acquisition  Company  in  the  arrangement,  negotiation 
and  placement  or  sale  of  these  securities  and  credit  facilities. 


Donaldson,  Lufkin  &  lenrette 
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Australia,"  illustrates  David  Dougherty, 
managing  director  of  Bankers  Trust 
Co.,  "most  of  the  major  companies 
have  outgrown  their  markets.  There's 
just  no  more  market  share,  so  they  are 
really  forced  to  seek  other  markets.  The 
largest,  most  stable  market  is  in  the 
U.S."  Dougherty  is  betting  there  will  be 
a  continued  movement  of  money  from 
the  U.K.,  Germany  and  Switzerland  to 
the  U.S.,  as  well  as  the  increasing  in- 
volvement of  Australians.  "And  certain- 
ly," he  adds,  "it's  just  the  tip  of  the 
iceberg  for  the  Japanese." 

Nevertheless,  the  future  of  Japanese 
involvement  in  the  U  S  remains  a  sub- 
ject of  debate.  Salomon's  Freeman,  for 
his  part,  notes  that  while  Europeans 
have  long  been  active  in  the  U.S.-he, 
for  one,  suspects  that  the  level  of  such 
deals  might  stabilize  or  even  dip  as 
European  countries  increasingly  adopt 
their  own  version  of  Reaganomics  and 
lean  toward  a  more  private-sector  ori- 
entation Japanese  deals  have  been 
small  and  scattered.  "We  would  have 
expected  to  see  the  Japanese  here  in 
much  greater  force,  given  the  strength 
of  the  yen,  the  trade  deficit  and  con- 
cern that  their  appetite  for  Treasury  se- 
curities may  be  filling  up,  but  we  really 
haven't  seen  it."  he  says.  "The  Japa- 
nese are  fairly  cautious."  Yet  Shear- 
son's  Waters  expects  the  Japanese  to 
be  doing  more  in  the  U.S.,  in  part  be- 
cause of  the  aggressiveness  of  invest- 
ment and  merchant  banks  "We've  got 
people  whose  job  it  is  to  try  to  generate 
that  sort  of  traffic,"  Waters  proclaims. 
"And,  assuming  they're  good  people, 
they'll  be  successful  to  some  degree. 


Investment  bankers  by 
and  large  expect  the 
bulk  of  the  movement 
to  remain  in  the 
direction  of  the  U.S. 


You  can  talk  about  exchange  rates  and 
long-term  positions  of  currencies,"  Wa- 
ters sums  up,  "but  the  odds  are  that  if 
you  put  people  into  a  business,  they  will 
try  to  find  some  business  to  do.  There's 
an  organizational  dynamic,  almost  an 
institutional  dynamic." 

Moreover.  Shearson's  Good,  among 
several  other  M&A  experts,  believes 
that  U.S.  buyers  are  taking  a  harder 
look  at  companies  abroad,  particularly 
at  those  located  in  the  U.K.  and  in 
Germany.  While  some  public  compa- 
nies at  home  are  pricey,  "there  seem  to 
be  some  good  values  abroad,"  Good 
acknowledges,  "particularly  in  the  di- 
versified industries.  They're  five  years 
behind  the  purification  wave  that's  go- 
ing on  in  this  country."  In  addition,  one 
of  the  philosophies  under  which  Ameri- 
can manufacturing  companies  are 
coming  to  operate  is  that  they  have  got 
to  be  the  low-cost  producer  worldwide, 
submits  Hoyt  Ammidon,  Jr..  managing 
director  of  Chase  Investment  Bank. 
"That  means  having  factories  maybe  in 
Brazil,  Japan  and  Western  Europe, 
which  they  are  able  to  operate  at  vari- 
ous levels  of  capacity  depending  upon 
demand  in  relatively  local  markets  and 
world  pricing." 


But  even  though  Dean  Witter  s  La 
says  he  would  not  be  surprised  to  se 
U.S.  raiders  make  a  run  at  U.K.  compi 
nies,  trying  to  take  advantage  of  lowi 
price/earnings  multiples,  he  does  n< 
anticipate  an  invasion  because  of  tH 
difficulty  in  running  businesses  abroad 
(Many  have  pulled  out  of  foreign  mai 
kets  for  that  very  reason,  he  emphj 
sizes.)  "But,"  he  adds,  "companies  thj 
are  doing  well  abroad  may  expand." 1 

Further,  Orion's  Kanders  points  cn| 
that  interest  depends  upon  the  court 
tries  and  upon  the  size  of  the  deal 
"We've  seen  some  very  strong  interej 
on  behalf  of  U  S  companies-and  thesl 
are  smaller  deals-in  Spain  and  in  Gel 
many,  where  many  companies  wen 
set  up  just  after  the  war.  They  are  usual 
ly  privately  owned,  and  there  may  bj 
no  children  or  the  children  may  not  bi 
interested  in  running  the  company. 
Such  acquisitions  "provide  an  interesi 
ing  entree  into  the  European  Economii 
Community,"  he  maintains,  "and  fd 
many  companies,  particularly  those  ii 
the  pharmaceutical  and  branded  prod 
uct  areas,  they  offer  an  opportunity  tj 
build  upon  existing  businesses  the 
might  have  in  those  countries.  Bu 
even  though  the  values  might  be  there" 
exchange  considerations  are  a  stum 
bling  block,  as  is  the  fact  that  the  abilirj 
to  do  major  deals  in  Europe  is  limited 
"There  are  not  that  many  companies  0 
size  in  Europe  or  in  the  U.K.,"  Kander: 
acknowledges.  "If  you  want  to  make  ; 
$250-million  acquisition,  you  shoul< 
probably  look  in  the  States  first." 

HOT  INDUSTRIES 


The  areas  shoppers  in  the  U.S.  wil 
probably  be  focusing  on  in  the  cominj 
year  include:  financial  services,  media 
retailing,  energy  and  technology.  Kid 
der's  Goodson.  for  example,  sees 
deals  occurring  throughout  "the  wholi 
financial-services  cascade,  all  the  war] 
from  the  thrifts  to  the  banks  to  the  msuri 
ance  companies  to  the  financial  con 
glomerates."  The  reasons  include  the 
need  for  an  equity  capital  base  amonc 
financial  institutions,  a  move  toward  e 
national  market  in  banks  and  savmgj 
and  loan  institutions,  and  a  desire  on 
the  part  of  foreign  banks  to  build  up 
their  corporate  finance  knowledge  and 
capabilities  on  a  worldwide  basis. 
"To  be  a  survivor.  Bankers  Trust's 
Dougherty  says,  "everyone  s  got  to  ba 
positioned  well  in  New  York." 

Communications,  encompassing 
broadcasting,  publishing  and  newspa- 
per properties  is  expected  to  be  £ 
hotbed  of  activity,  too.  "Both  the  print 
continued  on  page  23 
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HAS  THE  IDEA  OF  A  DAY'S  WORK  FOR  A 
DAY'S  PAY  BECOME  OUTDATED? 

COME  TO  NEW  ENGLAND. 

The  New  England  we  speak  of  is  just 
that-77?e  New  England  (formerly  known  as 
New  England  Life).  A  partnership  of  finan- 
cial services  companies  with  $34  billion  in 
assets  under  management. 

At  The  New  England,  we  view  a  will- 
ingness to  cut  corners  with  skepticism.  For 
over  150  years,  we've  sought  to  give  our 
clients  what  they  pay  for,  and  then  some. 

This  commitment  to  integrity  is  one 
way  our  representatives  earn  the  trust  of 
our  clients. 

To  form  a  long-term  relationship 
with  a  company  dedicated  to  promoting 
your  security,  phone  1-800-222-2725. 
We'll  send  you  a  free  brochure  and  the 
name  of  your  local  representative. 


E 


The  New  England 

Your  Financial  Partner 
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INVESTMENT  BANKERS 
PUT  THEIR  OWN  MONEY 
ON  THE  LINE 

It  was  an  interesting,  fun,  experi- 
ence, remembers  Kidder,  Peabody 
&  Co.'s  Goodson.  The  Sun  Oil  Co. 
had  decided  to  take  its  carrier  busi- 
ness public,  and  Morgan,  Stanley  & 
Co.  and  First  Boston  Corp..  eager 
for  the  business,  were  out  on  a  road 
show,  stirring  up  the  equityholders. 
But  then  Kidder,  in  partnership  with 
a  leveraged  buyout  firm,  walked  into 
Sun  with  a  check  for  nearly  $250 
million  in  hand.  "We  said,  'This  road 
show  isn't  going  well.' "  Goodson 
recounts.  "We  told  them  we  had 
money  for  them,  more  than  they'd 
ever  get  from  their  public  offering." 
Sun  wanted  to  think  about  it,  but 
Kidder  stood  firm.  It  succeeded  in 
buying  the  company  over  one  week- 
end, and  wound  up  not  taking  the 
business  public  after  all. 

Such  a  rapid  turn  of  events,  in 
Goodson's  view,  demonstrates  the 
new  power  of  Kidder,  Peabody. 
"Our  ability  to  arrive  with  all  of  the 
money,  not  just  with  this  piece  or 
that  piece  or  subordinated  debt  or 
equity."  And  Kidder  is  far  from  alone 
in  flexing  that  kind  of  muscle.  Merrill 
Lynch  Capital  Markets  has  partici- 
pated as  an  equity  investor  or  a 
lender  in  more  than  a  handful  of 
leveraged  buyouts,  submits  Ken 
Miller,  managing  director.  In  the 
$1  2-billion  buyout  of  the  Jack  Eck- 
erd  Corp..  to  cite  one  example,  the 
firm  put  up  just  about  half  of  the 
$125  million  in  total  equity  invested 
and  promised  to  lend  $430  million 
more  if  an  underwriting  of  junk 
bonds  failed.  Shearson  Lehman 
Brothers,  reports  co-director  of 
M&A.  Waters,  pulled  together  its 
capital  as  well  as  its  ability  to  guar- 
antee debt,  working  with  a  group  of 
equity  investors  and  a  corporate 
partner  to  buy  Dr.  Pepper.  It  has 
also  completed  a  $500-million 
buyout  of  the  Sheller-Globe  Corp. 
First  Boston,  Morgan  Stanley,  and 
Bear.  Stearns  &  Co.,  to  name  just  a 
few,  have  also  placed  increasing 
amounts  of  their  capital  into  deals. 

The  concept  is  not  new.  "Over  the 
years,  investment  bankers  have  tak- 
en equity  stakes  in  companies,  but  it 
used  to  be  the  rare  exception  that 
you  would  consider  stepping  in  and 
being  a  principal,"  recalls  Willard, 
managing  director  of  Prudential- 


Bache  Securities.  "Certainly,  the 
mentality,  the  philosophy  of  looking 
at  almost  each  and  every  deal  that 
comes  through  the  door  as  to  wheth- 
er you  want  to  be  a  principal  is  pretty 
new."  Kidder's  Goodson,  for  his 
part,  maintains  that  the  buzz  of  ac- 
tivity is  changing  the  way  transac- 
tions are  done.  "It  used  to  be  that 
Drexel  Burnham  Lambert,  with  the 
high-yield  initiative  it  started  15 
years  ago.  financed  a  small  number 
of  transactions,"  he  notes.  "Today, 
you're  dealing  with  a  very  sophisti- 
cated market  that  is  totally  different 
in  size  and  scope,  with  Prudential. 
Equitable  and  other  major  insurance 
companies  coming  into  the  market. 
We're  talking,"  emphasizes  Good- 
son,  "about  some  real  capital  com- 
mitments." 

Help  from  other  sources  is  making 
it  possible  for  many  firms  to  buy  into 
the  action.  Kidder's  1986  alliance 
with  General  Electric  Co.  has  given 
that  firm  more  access  to  capital, 
while  Prudential  Insurance  Co.'s  ac- 
quisition of  Bache.  Dillon  Reads 
purchase  by  the  Travelers  Corp., 
and  Donaldson.  Lufkin  &  Jenrette 
Securities  Corp.'s  alliance  with  Equi- 
table Life  Assurance  have  given 
M&A  practitioners  at  those  organi- 
zations additional  cash  to  put  to 
work.  Similarly,  Goldman,  Sachs  & 
Co.'s  recent  arrangement  with  Sumi- 
tomo Bank  has  given  that  firm  a 
boost.  In  fact,  there  has  even  been 
talk  that  Morgan  Stanley,  which  went 
public  earlier  this  year  to  raise  capi- 
tal, has  been  pondering  some  kind 
of  alliance  with  a  larger  capital 
source. 

Firms  are  acting  as  white  knights 
as  well  as  initiators  of  transactions, 
and  they  are  using  their  capital  in  a 
variety  of  ways.  As  Daniel  Good, 
who  this  year  was  brought  to  Shear- 
son  Lehman  Brothers  from  E.F.  Hut- 
ton  &  Co.  as  director  of  leveraged 
buyouts  and  principal  investments, 
cites,  five  forms  the  activity  is  now 
taking  at  his  firm.  Numbers  one  and 
two,  he  says  are  providing  some 
financial  guarantees  to  clients  on 
transactions  and  providing  guaran- 
tees of  purchase  prices  of  business- 
es for  sale.  If  Allied-Signal  wanted  to 
sell  a  division,  he  illustrates.  Shear- 
son  might  be  retained  to  sell  it  at  a 


certain  price.  But  it  might  also 
agree,  if  the  market  did  not  bite,  to 
buy  the  division  itself  at  a  lower,  but 
still  attractive,  price.  Third,  Shearson 
is  doing  traditional  LBOs  and 
fourth,  it  is  acting  as  a  co-bidder  on 
properties  with  corporate  clients.  Fi- 
nally, the  firm  is  providing  bridge 
financing  to  an  LBO  or  a  takeover, 
as  it  did  in  the  Hammermill  Paper 
transaction,  for  which  it  supplied  up 
to  $500  million  in  bridge  financing  to 
make  the  deal  happen.  Four  of  the 
five  activities  are  new  to  Shearson. 
Good  relates.  Until  recently,  it  had 
been  doing  only  plain-vanilla  LBOs. 

The  motivation,  not  surprisingly,  is 
profit.  Over  the  past  few  years.  Wall 
Street  investment  bankers  have  sat 
by  quietly  while  Kohlberg  Kravis 
Roberts,  among  other  firms,  accu- 
mulated a  fortune  acquiring  compa- 
nies through  LBOs.  In  addition.  "It's 
a  great  competitive  advantage  to  be 
able  to  have  your  client  go  into  a 
transaction  and  to  be  able  to  write  a 
check.'  Shearson's  Good  points 
out.  "We  can  remove  the  financing 
contingency,  which  is  a  great  com- 
petitive advantage  for  ourselves,  for 
our  own  account  as  well  as  for  our 
corporate  clients."  In  fact.  Good  be- 
lieves that  such  actions  are  going  to 
change  the  game  for  highly  confi- 
dent letters.  "When  there  are  two 
bidders  for  a  company  and  one  has 
a  highly  confident  letter  and  the  oth- 
er has  a  commitment."  he  queries, 
"who  do  you  think  is  going  to  win?" 

Still,  only  very  few  Wall  Street  firms 
can  use  their  capital  on  a  consistent 
basis.  Deep  pockets  are  necessary 
to  succeed,  and  so  is  excellent 
judgment.  Mistakes  are  bound  to  be 
made.  As  Kidder's  Goodson  points 
out,  "This  is  a  very  different  business 
than  selling  an  equity  offering  in  a 
company.  This  is  a  heavily  debt- 
driven  market  in  which  cash  flow 
and  the  ability  to  repay  are  more 
important  as  the  underlying  charac- 
teristics of  the  investment  in  terms  of 
earnings  growth.  So  you've  got  new 
rules,  judgment  of  capital  and  judg- 
ment of  markets.  You're  playing  with 
fire."  Still,  Goodson  does  not  see 
any  end  to  the  burst  of  activity.  "This 
is  much  more  than  M&A  in  the  third 
and  fourth  quarters  of  this  year,"  he 
declares.  "This  is  the  major  trend." 


USX  Corporation 

has  sold  certain  assets  to 

American  Steel  &  Wire 
Corporation 

W.R.  Grace  &  Co. 

through  its  subsidiary 

Grace  Drilling  Company 

has  acquired 

Brinkerhoff-Signal,  Inc. 

from 

Texas  Eastern  Corporation 

Fotomat  Corporation 

has  merged  with  a  wholly-owned 
subsidiary  of 

American  Home  Products 
Corporation 

has  acquired  a  majority  of 
the  common  stock  of 

Konishiroku  Photo 
Industry  Co.,  Ltd. 

Quantum  Pharmics,  Ltd. 

Mobile  Communications 
Corporation  of  America 

Northern  Pacific  Corporation 

has  sold 

has  acquired  through  a  wholly-owned 
subsidiary  85.3%  of  the  common  stock  of 

The  Bi-Mart  Company 

American  Cellular 
Telephone  Corporation 

to 

Pay'n  Save  Inc. 

Mergers/Acquisitions  & 
Leveraged  Buyout  Department 

Contact:  Robert  W.  Willard,  Managing  Director 
212-214-2330 
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THE  PACE  PICKS  UP 


continued  from  page  19 
communications  and  the  electronic 
communications  industry  are  going 
through  fairly  massive  restructurings," 
Rothschild's  Ross  says,  "and  I  don't 
think  they  are  finished  yet."  So  is  retail- 
ing. As  Salomon's  Freeman  puts  it.  "re- 
tailing is  a  vastly  overstored  industry  in 
a  form  of  semirecession,  in  which  the 
old  department  store  companies  are 
becoming  increasingly  obsolete  rela- 
tive to  the  sharp  young  merchandisers. 
You  see  the  Associated  Dry  Goods  un- 
der pressure,  while  The  Gap  and  com- 
panies like  that  rise.  The  market  is  tell- 
ing us  something."  Beyond  that,  many 
feel  some  sort  of  consolidation  in  the  oil 
patch  is  long  overdue.  "I  think  you'll 
start  to  see  a  lot  of  deals  in  the  energy 
area,"  Donaldson,  Lufkin  &  Jenrette's 
James  says,  "because  it  will  become 
clear  to  people  that  things  have  stabi- 
lized there." 

And  the  computer  software  and  ser- 
vices sector  is  "probably  the  most  ac- 
quisition-prone industry  in  the  U.S.," 
insists  partner  Bernard  Goldstein  of 
Broadview  Associations,  which  bills  it- 
self as  the  leading  investment  bank  in 
this  sector.  Stimulating  activity,  he 
says,  "is  an  enormous  redeployment  of 
capital  that  is  taking  place  in  the  tradi- 
tional smokestack  or  brick-and-mortar 
industries  into  the  information  indus- 
try." As  we  move  to  an  information- 
driven  society,  Goldstein  continues,  a 
lot  of  players  will  want  to  take  a  position 
in  the  marketplace.  "You  have  major 


banks  seeking  electronic  services  to 
break  away  from  the  traditional  state- 
wide restriction  on  banking,"  he  says, 
citing  Citicorp's  acquisition  of  Quotron 
Systems.  "You  have  major  industrial 
firms,  such  as  General  Electric  and  Mc- 
Donnell Douglas,  taking  positions." 
And,  relates  Goldstein,  there  are  con- 
sortia of  venture  capitalists  doing  lever- 
aged buyouts,  as  well  as  aggressive 
foreign  buyers,  lured  by  favorable  ex- 
change rates  and  the  desire  to  take  a 
position  in  what  is  half  the  world's  mar- 
ket. But  as  much  demand  as  there  is, 
he  adds,  there  is  also  supply.  "For  the 
entrepreneur  in  this  business,"  Gold- 
stein explains,  "it's  a  deeply  fragment- 
ed industry  with  a  lot  of  small  compa- 
nies. Selling  one's  business  is  a  sign  of 
success,  not  of  failure." 

What  else  is  on  tap  for  1 987?  Several 
investment  bankers  foresee  a  greater 
willingness  on  the  part  of  corporate  ac- 
quisitors  to  use  equity  rather  than  cash. 
Propelling  them,  not  surprisingly,  will 
be  sky-high  P/E  ratios.  Moreover,  be- 
cause of  the  change  in  the  tax  law, 
reasons  Donaldson,  Lufkin  &  Jenrette's 
James,  pooling  transactions  will  be- 
come more  important  in  making  deals 
work.  But  at  the  same  time,  some  are 
skeptical.  Shearson's  Waters  points  out 
that  stock  deals  are  difficult  to  hold 
together,  while  First  Boston's  Maher 
notes  that  even  when  a  company's 
stock  price  is  high,  managers  are  reluc- 
tant to  use  a  stock-for-stock  transac- 


tion. "It's  a  very  interesting  psycholog 
cal  phenomenon,"  he  says.  "And  yo 
can  couple  it  with  the  fact  that  peop 
feel  more  comfortable  with  higher 
els  of  debt.  Market  price  seems  to  fc 
penalized  for  the  lack  of  leverage, 
the  use  of  stock  tends  to  be  discou| 
aged  by  the  marketplace." 

While  experts,  as  usual,  are  reluctai 
to  place  any  bets,  it  appears  that  196 
will  be  another  very  exciting  year  for  tr- 
M&A  business.  Of  course,  it  is  unwij 
to  ignore  the  storm  clouds  on  the  hoi 
zon:  the  new  tax  bill,  which  introduoj 
all  kinds  of  questions  about  the  abili 
and  desirability  of  certain  mergers,  an 
concern  about  the  fate  of  the  econom 
"But  it's  hard  to  think  of  too  many  fa 
tors  that  indicate  it's  going  to  be  a  ba 
year,"  admits  Morgan  Stanley 
Rattner,  whose  best  guess  is  that  19ji 
will  compare  "very  favorably"  with  r 
cent  years.  Pru-Bache's  Willard,  forn 
part,  believes  the  increasing  number 
talented  M&A  people  on  Wall  Stre 
and  at  law  firms,  as  well  as  the  growir 
sophistication  of  managements,  N 
made  M&A  a  very  significant  part 
corporate  America.  "Basically,"  I) 
concludes,  "it's  the  regrouping  of  cc 
porate  assets,  and  it  seems  to  grc 
every  year  It  takes  different  forms,  b 
we  keep  figuring  out  variations  on  tr 
game."  ■ 

Laurie  Meisler  is  a  New  York-based 
financial  writer. 


REVIEW  OF  MERGER 


1985 


1986 


FIRST  NINE  MONTHS 

Number 
of  Deals 

Value 
(billions) 

Number 
of  Deals 

Value 
(billions) 

Merger  Transactions 

729 

$126.78 

774 

$131.10 

Deais  $1  billion  or  over 

29 

71.42 

26 

57.35 

Divestitures 

464 

50.68 

539 

71.15 

Leveraged  Buyouts 

44 

13.24 

53 

19.46 

Friendly  Deals 

715 

110.27 

.  730 

109.11 

Unfriendly  Deals 

13 

14.35 

44 

21.99 

Equity  Deals 

257 

50.70 

288 

50.62 

Foreign  Buyers  in  United  States 

56 

6.18 

110 

22.65 

U.S.  Buyers  Overseas 

36 

1.87 

46 

2.11 

Source:  Securities  Data  Co 


Designed  By  De  Martmo/Schultz  Im 


Harness  the  power 

tuat  Merrill  Lynch-acting  as  principal  or  agent- 
Hngs  to  leveraged  transactions. 

We  commit  our  capital,  as  permanent  or  bridge 
f  nancing,  to  help  our 
dents  create  and  close 
tansactions. 

Our  M&A  specialists 
lave  the  experience  to 
regotiate  complex 
tansactions. 
t  Our  high  yield/ 
s  trategic  financing 
specialists  design 
iinovative  financial 
structures  that  cover 
lie  full  range  of 
hveraged  transactions.  Our  sales  and  trading 
jrofessionals  deliver  expert  execution  in  even 
lie  toughest  markets.  In  short,  Merrill  Lynch 
]  ^presents  a  totally  new  dimension 

in  leveraged  transactions. 


Iransaction 

Value 

Fruehauf  Corporation* 

$1,708,000,000 

Rheem  Manufacturing  Company, 

Larco  Incorporated,  World  Color  Press,  Inc. 

(City  Investing  Company)" 

$1,550,000,000 

Jack  Eckerd  Corporation ' 

$1,537,000,000 

Denny's,  Inc.f 

$  908,100,000 

Signode  Corporation 

$  485,400,000 

Industrial  Products  Group  (Gould  Inc.) 

$  385,000,000 

Mueller  Co. 

$  319,000,000 

Revere  Copper  and  Brass  Incorporated* 

$  261 ,000,000 

Palm  Beach  Incorporated7 

$  254,000,000 

Heck's,  Inc.* 

$  232,000,000 

Triangle  Pacific  Corp. 

$  224,000,000 

AX  I  A  Incorporated* 

$166,000,000 

Ithaca  Industries,  Inc.* 

$  147,600,000 

Computer  Power,  Inc.* 

$130,000,000 

Forstmann  &  Company,  Inc. 

$104,600,000 

Converse  Inc.  (Allied  Corporation) 

$100,000,000 

Nutri/System,  Inc. 

$  74,200,000 

United  States  Can  Company 

(Sherwi  n-  Wi  1 1  iams  Com  pany) + 

$  59,000,000 

Amstar  Holdings,  Inc.** 

N.A. 

'PendingTransactions 

'Principal  investment  through  Merrill  Lynch  Capital  Partners,  Inc. 

"Principal  investment  through  Merrill  Lynch  Capital  Partners,  Inc. 

and  Kohlberg  Kravis  Roberts  &  Co. 

Merrill  Lynch 


c,  1986  Merrill  Lynch  Capital  Markets 


Lockheed  Corporation 

has  acquired 

Sanders  Associates,  Inc. 


The  undersigned  acted  as  financial  advisor  to 
Lockheed  Corporation. 


I  The  First  Boston  Corporation 


November  4, 1986 


Sperry  Corporation 

has  been  acquired  by 

Burroughs  Corporation 


The  undersigned  acted  as  financial  advisor  to 
Sperry  Corporation. 


%}  The  First  Boston  Corporation 


November*.  19 


NWA  Inc. 


has  acquired 


Republic  Airlines,  Inc. 


The  undersigned  acted  as  financial  advisor  to 
NWA  Inc. 


The  First  Boston  Corporation 


October  2, 1986 


First  Brands  Corporation 

a  newly- formed  privately-held  company  organized  by 
First  Boston,  Inc.  and  Management 

has  acquired  the 

Home  and  Automotive  Products 
Business 

of 

Union  Carbide  Corporation 

The  undersigned  negotiated  this  leveraged  buyout  transaction,  arranged  the 
permanent  financing,  including  an  investment  by  the  First  Boston  Mez- 
zanine Investment  Partnership,  provided  bridge  financing,  and  is 
an  equity  investor  in  First  Brands  Corporation. 

HH  The  First  Boston  Corporation 


Westinghouse  Electric  Corporation 

has  sold 

Group  W  Cable,  Inc. 


-  joint  venture  formed  by 


American  Television  and  Communications 
Corporation,  Tele-Communications,  Inc., 
Comcast  Corporation,  Daniels  &  Associates,  Inc., 
and  Century  Southwest  Cable  Television,  Inc. 


The  undersigned  acted  as  financial  advisor  to 
Westinghouse  Electric  Corporation. 


Tie  First  Boston  Corporation 


Ml9MM|IWn 


'ship  in  Mergers, 

I  dons  and  Divestitures 


Imasco  Limited 


has  acquired 


Genstar  Corporation 


The  undersigned  acted  as  financial  advisor  to  Imasco  Limited  and  as 
dealer  manager  of  its  tender  offer  in  the  U nited  Stales. 


'9*  ^ne  First  Boston  Corporation 


®  First  Boston 


Investment  Banket 


II 


Taxing  Matters 


pe  new  tax  law  tried  to  crack  down  on 
wc  tricks  that  help  takeover  artists,  but  the 
takeover  boys  have  friends  in  the  Senate. 


Should  the 

tax  code 
favor  raiders? 


Chis  b  Shckman 


By  Laura  Saunders 


r|  here  is  no  getting  around  the 
fact  that  much  of  the  Tax  Re- 
form Act  of  1986,  as  written,  is 
\jrue,  contradictory  and  incomplete, 
li  where  is  this  more  true  than  in  the 
I  rts  dealing  with  mirror-image  liqui- 
dations. Tax  reform's  Representative 
ma  Rostenkowski  (D— 111. )  insists  the 
]  w  law  abolishes  mirror  deals.  If  he 
]  right,  takeover  artists  will  get  an- 
i  ler  headache.  But  he  may  not  be 
:  ht.  So  vague  is  the  language  that  no 
<  e  can  tell  for  sure.  The  Treasury 
'  11  have  to  decide. 
Mirrors,  as  Wall  Street  calls  them, 
.  :  a  handy  tool  if  you  want  to  make  a 
?hly  leveraged  acquisition  and  sell 
j  rts  of  the  target  immediately  to 
hten  the  debt  burden.  This  beloved 
:hnique  is  often  wielded  by  such 
set-strippers  as  Carl  Icahn  and  Ron- 
1  Perelman.  Among  the  deals  proba- 
/  done  with  mirrors:  Pantry  Pride's 
<eover  of  Revlon,  Campeau's  of  Al- 
d,  Kohlberg  Kravis  Roberts'  of  Be- 
rice,  and,  says  Coopers  &  Lybrand's 


Thomas  Fitzpatrick,  a  host  of  LBOs  in 
the  $30  million  to  $50  million  range. 

Why  do  mirrors  matter?  Suppose 
you  buy  a  company  that  has  assets 
carried  on  the  seller's  books  at  $300 
million.  You  pay  $1  billion.  Suppose 
further  that  the  company  comprises 
five  subsidiaries  worth  $200  million 
each,  two  of  which  you  intend  to  sell 
to  help  finance  the  acquisition. 

To  do  this  with  mirrors,  the  buyer 
sets  up  a  holding  company,  funded 
with  the  $1  billion — an  amount  that 
mirrors  the  intended  purchase  price. 
Then  he  buys  the  target  and  merges  it 
into  the  mirror. 

Next,  he  sells  two  subsidiaries  for 
the  price  he  paid  for  them,  $400  mil- 
lion. He  pays  no  capital  gains  tax  on 
the  sale  because  there's  no  gain.  Even 
more  important,  he  has  shoved  off 
onto  the  buyer  expensive,  time-con- 
suming and  daunting  decisions  about 
whether  to  write  up  the  subsidiaries' 
assets  to  the  purchase  price.  If  the 
new  buyer  does  decide  to  write  them 
up,  he  will  generate  lots  of  new  depre- 
ciation deductions,  but  he  will  have 


to  pay  taxes  on  the  excess  of  purchase 
price  over  book  value  of  the  assets. 

"Mirrors  are  as  simple  as  pie,"  says 
Robert  Willens,  a  Peat,  Marwick, 
Mitchell  tax  expert.  "No  appraisers, 
no  accountants,  no  anybody.  All  you 
need  is  access  to  debt."  What's  more, 
mirror  liquidations  are  an  option  not 
open  to  the  target  itself.  If  the  target 
wants  to  sell  off  those  subsidiaries  for 
$400  million,  it  will  have  to  pay  the 
taxes.  It  cannot  push  them  off  onto 
the  buyer. 

Note  that  the  mirror-image  tool  be- 
comes more  important  with  the  tax 
law's  repeal  of  the  General  Utilities 
Doctrine  (see  Forbes,  Jan.  13)  Under 
General  Utilities,  a  buyer  could  pay 
$1  billion  for  assets  carried  at  $300 
million  and,  to  get  higher  deprecia- 
tion writeoffs,  write  up  the  assets  to 
$1  billion  and  pay  a  nominal  tax  on 
the  writeup.  But  under  tax  reform, 
such  writeups — $700  million  in  this 
example — will  be  fully  taxed,  at  40% 
next  year,  34%  in  1988. 

Against  the  prospects  of  such  new 
tax  burdens,  buyers  are  poring  over 
the  new  law  for  relief,  hoping  against 
hope  that  mirror  images  will  still  be 
around  to  give  them  flexibility. 

Will  mirrors  survive?  Taking  no 
chances,  Wall  Street  merger  special- 
ists are  already  readying  what  one  of 
them  calls  "son  of  mirror,"  which 
would  take  full-blown  legislation  to 
expunge  from  the  code. 

But  son  of  mirror  is  untried,  so  the 
fat  cats  who  profit  from  takeover  ac- 
tivity have  been  vigorously  lobbying 
the  Treasury  and  lawmakers  to  retain 
the  mirror  technique.  One  powerful 
ally  is  Lloyd  Bentsen  (D-Tex.),  the 
new  Senate  Finance  Committee 
chairman.  Bentsen  fought  hard  to  re- 
tain General  Utilities.  He  lost  on  that, 
but  together  with  Senator  Robert 
Dole  he  wrote  a  letter  on  Nov.  3  to 
Treasury  Secretary  James  Baker  urg- 
ing him  to  retain  the  mirror  tech- 
nique. The  folks  on  Wall  Street  say 
thanks  to  Senators  Dole  and  Bentsen. 

So  there,  in  Treasury's  lap,  the  mat- 
ter sits.  It  is  believed  to  be  one  of  a 
dozen  hot  issues  officials  are  trying  to 
decide  soon,  perhaps  by  the  end  of  the 
year.  Most  insiders  are  betting  that 
the  alliance  of  Dole,  Bentsen,  and  cur- 
rent Finance  Committee  Chairman 
Robert  Packwood  will  steamroll  Rep- 
resentative Rostenkowski  and  other 
lawmakers  opposed  to  mirror-imag- 
ing. That  would  be  some  balm  for  the 
dealmakers  after  all  the  pain  they  are 
feeling  from  l'Affaire  Boesky.  ■ 


The  head  of  the  FDIC  says  that  he  is  not 
worried  about  farm,  oil  and  real  estate 
losses,  not  even  about  Latin  debt.  So  why 
does  he  sound  so  harassed? 


The  next  blow 


Chairman  L  William  Seidman  of  the  FDIC 
Sleeping  easy? 


By  Ben  Weberman 

If  you  talk  to  L.  William  Seid- 
man, chairman  of  the  Federal  De- 
posit Insurance  Corp.,  you  find 
out  he  is  the  sort  of  man  who  normal- 
ly sleeps  well  at  night.  He  does  not  get 
nervous  when  things  get  tough.  But 
you  also  find  out  that  he  is  worried. 

His  job  is  keeping  his  fund  solvent, 
maintaining  integrity  of  banking  de- 
posits and  attempting  to  create  a 
-soundly  based  and  financed  banking 


system.  Seidman  is  not  worried  about 
the  things  other  people  are  worried 
about  when  they  look  at  the  U.S. 
banking  system.  He  actually  takes  a 
measure  of  comfort  from  them.  Real 
estate  defaults,  agriculture  losses,  en- 
ergy writedowns,  Third  World  debt. 
He  can  count  all  that  up,  and  he 
thinks  the  system  can  handle  it. 

What  he  can't  count,  says  Seidman, 
and  what  none  of  the  other  banking 
regulators  from  around  the  world  he 
talks  to  can  count,  is  an  enormous 


and  growing  volume  of  transacti 
now  being  undertaken  by  banks 
erywhere — interest  rate  swaps,  ( 
rency  swaps,  options,  and  letters 
credit  expanded  far  beyond  their  tr; 
tional  trade  uses,  such  as  backup  ci 
it  granted  to  insure  securitized  loa 

The  list  goes  on.  These  transacti 
carry  contingent  liabilities  that 
not  recorded  on  the  balance  shi 
The  true  risks  are  often  still  unkna 
because  many  of  them  are  relativ 
new  types  of  transactions.  Frequen 
regulators — even  U.S.  regulator 
simply  don't  have  mechanisms 
force  banks  to  disclose  these  trans 
tions  meaningfully.  It  is  possible,  c 
fides  Seidman,  that  some  of  the  bai 
do  not  know  the  total  of  their  ex 
sure,  or  fully  understand  the  risks. 

All  this  has  regulators  nervi 
around  the  world.  Estimates  of  ex 
sure  in  the  interest  rate  swap  mar 
alone — some  S300  billion  in  princi 
amount — run  as  high  as  $45  billi 
Multiply  this  severalfold  to  accoi 
for  risks  in  other  off-balance-sheet 
tivities,  such  as  currency  swaps  £ 
letters  of  credit.  Seidman  and  his 
lows,  who  met  recently  in  Amsl 
dam,  think  the  true  total  is 
enough  to  touch  off  a  global  bank 
crisis  if  something  goes  wrong. 

There  is  plenty  that  can  go  wro 


To  you,  if s  another  small  office  building. 
To  us,  if  s  creating  a  more 
efficient  working  environment. 


The  300  people  who  work  in  the  Commerce 
<  ing  House  enjoy  one  of  the  most  comfortable,,  yet 
fi'snt  working  environments  ever  designed.  It's  controlled 
'  lohnson  Controls  facilities  management  system  that 
r.  des  the  perfect  balance  of  heating,  cooling,  lighting, 
( rity  and  fire  protection.  The  result  is  considerable 
it  gs  to  building  owners  and  tenants  alike. 

Designing  and  installing  automated  systems 
r  jildings  is  our  business.  Maintaining  and  servicing 
i  iing  systems  through  our  Alliance  programs  is 
i  >usiness  too.  Over  100,000  building  owners  have 
i  en  Johnson  Controls  for  facilities  management. 


These  projects  range  in  size  from  giants  like  Los  Angeles 
International  Airport  to  smaller  buildings  like  Commerce 
Clearing  House. 

For  information  on  a  working  environment  that 
can  work  to  save  you  money,  take  advantage 

of  our  new  Executive  Contact  Program.  Give 
us  a  call  at  1-800-972-8040.  In  Wisconsin, 
call  1-800-472-6533.  A  Johnson  Controls 
executive  will  get  back  to  you  within 

48hours  JgHNSON 
CONTROLS 

Creating  a  better  climate 
for  business. 


©lohnson  Controls,  Inc.  1986  8601 
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Very  often  banks  act  as  principals, 
putting  themselves  at  risk.  Everyone 
is  supposed  to  hedge  the  risks.  The 
bankers  piously  tell  the  regulators 
they  always  do  that.  But  how  consci- 
entious are  they  when  the  bank  exam- 
iners aren't  around?  Hedging  is  expen- 
sive, and,  what  with  the  pressure  for 
profits.  .  . . 

And  how  do  you  hedge  against  the 
possibility  of  major  overseas  bank 
failure  with  repercussions  on  banks 
here?  You  can't.  Yet  many  of  these 
transactions  are  actually  bets  that 
your  partner,  here  or  overseas,  will 
stay  creditworthy  for  the  life  of  the 
deal,  which  may  extend  over  five  or 
even  ten  years. 

All  this  is  happening  before  the 
pressure  on  the  domestic  banking 
scene  has  really  eased  much.  Seidman 
says  that  his  agency  will  have  to  sup- 
port a  record  150  or  so  bank  failures 
and  assistance  transactions  this  year, 
which  will  involve  $4.2  billion  of  dis- 
bursements and  commitments.  Next 
year  should  be  in  the  same  range.  The 
list  of  "problem"  banks  is  now  at 
1,484  and  continues  to  grow.  But  the 
$18.6  billion  that  FDIC  has  available 
is  adequate  to  handle  whatever  else 
may  crop  up,  Seidman  says. 

He  is  hopeful  that  a  system  of  capi- 
tal requirements  linked  to  portfolio 
risk  will  be  circulating  by  the  end  of 
the  year.  It  recognizes  that  some  loans 
are  riskier  than  others.  "We  are  rea- 
sonably close  to  an  agreement  among 
all  U.S.  regulators  about  how  much 
capital  will  be  needed  by  each  bank 
according  to  the  risks  they  have  tak- 
en," says  Seidman,  who  has  been 
pushing  for  this  for  a  long  time.  "This 
is  a  much  better  system  than  the 
'gearing  ratio'  of  5.5%  to  6%  required 
against  all  loans  and  investments  un- 
der the  current  system.  The  [existing] 
requirements  do  not  differentiate  be- 
tween government  bond  holdings  and 
ordinary  business  loans,  for  exam- 
ple." Increasing  capital  requirements 
at  higher-risk  banks  will  tend  to  make 
banks  more  careful  and  will  give  the 
domestic  banking  system  an  addition- 
al cushion  against  failure. 

So  it  is  in  the  international  and  off- 
balance-sheet  sphere  where  the  po- 
tential problems  are  now,  he  says. 
The  need  is  for  information  about  the 
credit  quality  of  foreign  banks  doing 
business  with  those  regulated  by  U.S. 
agencies  and  for  information  about 
how  deeply  domestic  banks  are  into 
open-ended  transactions,  such  as 
swaps  and  letters  of  credit.  It's  not 
what  you  know  and  have  taken  steps 
fset  that  will  kill  you,  as  Seidman 
s  fellow  regulators  know  too 
hat  you  don't  know.  ■ 


The  FDIC  spends  more  on  legal  fees  tha 
all  other  federal  agencies  comhinei 
Where  does  all  the  money  go? 

Cashing  in 
on  calamity 


By  Janet  Novack 


With  bank  failures  running 
at  a  post-Depression  high  of 
150  a  year,  the  Federal  Depos- 
it Insurance  Corp.  is  the  not-so-proud 
owner  of  repossessed  airplanes,  oil 
rigs,  farms  and  office  buildings.  But 
another  equally  troublesome,  and  so 
far  little  noticed,  by-product  of  the 
banking  bust:  The  agency's  litigation 
closet  is  stuffed  with  27,000  lawsuits, 
up  from  4,000  in  1980.  Bad  news  for 
the  economy.  Good  news  for  lawyers. 

The  agency  has  built  its  own  legal 
liquidation  staff  to  245  attorneys  from 
7  a  decade  ago,  but  this  is  the  tip  of  the 
iceberg.  Outside  law  firms  are  the  big 
winners.  Whereas  a  government  law- 
yer costs  about  $45  an  hour  (including 
benefits),  the  agency  has  paid  up  to 
$285  an  hour  (to  Skadden,  Arps,  Slate, 
Meagher  &  Flom  in  New  York  City) 


for  outside  counsel.  It  will  write  i 
million  in  checks  to  hundreds  of  fir 
this  year,  double  its  1984  payout.  1 
FDIC  spends  more  on  outside  coun 
than  all  other  federal  departments  a 
agencies  combined.  (Runnerup:  I 
Federal  Home  Loan  Bank  Board,  w 
an  estimated  $15.5  million  1986  ta 

"I  have  heard  from  every  old  1. 
school  friend  I  have — don't  we  hav 
suit  or  two  for  them?"  smiles  FD 
Chairman  L.  William  Seidman  (j 
preceding  story).  . 

Consider  the  El  Paso-based  firm 
Kemp,  Smith,  Duncan  &.  Hammoi 
first  hired  by  the  FDIC  for  the  19 
failure  of  $1.3  billion  (assets)  First  N 
tional  Bank  of  Midland,  Tex.  N« 
Kemp,  Smith  also  has  five  New  Me 
co  failures  on  its  plate.  John  Easthaj 
managing  partner  of  Kemp,  Smitl 
Albuquerque  office,  reports  the  firn 
FDIC  billings  are  running  at  about 


FDIC  attorneys  (1.  to  r.)  Michael  Burgee,  nomas  Rose,  John  Murpljy 
They've  got  27.000  lawsuits  and  a  $50  million  legal  tab. 
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The 

Dean  Witter 


Guide 


What  you 
must  know 
and  do 
now  that  the 
rules  have 
changed 


\n  intelligent  response 
to  tax  reform. 


Tax  reform  is  here.  And  while  it  brings 
new  rules,  it  also  brings  new  opportunities. 

That's  why  we've  prepared  a  brochure 
called  The  Dean  Witter  Tax  Reform  Guide .  In 
it,  you'll  find  out  how  the  law  will  affect  your 
investments  and  what  strategies  you  can  use 

Dean  Witter  Reynolds  Inc. 
Client  Information  Services 
P.O.  Box  5061,  Clifton,  NJ  07015 

Name  

Address  

City  


.State. 


Zip. 


Home  phone  (  ). 


to  benefit  from  the  opportunities  of  tax  reform 
To  get  your  free  copy,  send  us  the  coupon 

as  soon  as  possible.  Or  better  yet,  call  us  at 

1-800-843-3326,  ext.  771. 

It  will  be  one  of  the  best  responses  to  tax 

reform  you'll  ever  make. 


.Business  phone  (  ). 


Dean  Witter  clients,  please  indicate  your  Account  Executive's 
name  and  office:  

@FOR12156 


A  member  of  the 
Sears  Financial  Network 


DEAN  WITTER 


Everybody's  somebody  at  Dean  Witter. 


©  1986  Dean  Witter  Reynolds  Inc.  Member  SIPC 


million  a  year  and  have  helped  his 
office  grow  in  1 8  months  from  2  attor- 
neys to  13. 

As  a  failed  bank's  receiver,  the 
FDIC  takes  on  not  only  the  bank's 
existing  suits  but  also  the  bad  loans  to 
shaky  borrowers,  who  often  land  in 
bankruptcy  court.  The  FDIC  some- 
times sues  the  directors  of  a  fallen 
bank  for  negligence  and  then,  in  its 
receiver's  role,  defends  the  bank's 
past  behavior  (and,  therefore,  its  as- 
sets) in  other  suits.  In  tiffs  between 
fallen  banks,  the  FDIC  can  even  end 
up  suing  itself.  "They  obviously  like 
to  settle  those,"  says  former  FDIC 
general  counsel  Thomas  Brooks. 

The  $50  million  won't  come  out  of 
taxpayers'  pockets.  It  is  paid  from  as- 
set liquidation  proceeds  and  insur- 
ance funds  raised  through  bank  as- 
sessments. Yet  the  agency's  legal  tab 
has  raised  some  congressional  eye- 
brows. Last  year  the  Reagan  Adminis- 
tration proposed  limiting  outside 
lawyers'  fees  to  $75  an  hour — a  cap 
that  FDIC  officials  say  would  ham- 
string their  ability  to  buy  the  legal 
expertise  they  need. 

Why  this  wide  use  of  outside  law- 
yers? The  agency  has  been  so  busy 
lurching  from  bank  crisis  to  bank  cri- 
sis, it's  taken  a  while  to  get  a  handle 
on  its  exploding  caseload.  But  there 
are  clear  signs  of  progress.  For  seven 


years  FDIC  general  counsels  have 
pined  for  a  good  computerized  case 
management  system.  It  went  fully  on 
line  this  year.  The  agency  has  begun 
crunching  numbers  to  pinpoint  firms 
whose  fees  seem  high  relative  to  the 
amount  at  stake,  reports  general 
counsel  John  Murphy.  Meanwhile, 
says  deputy  general  counsel  Thomas 
Rose,  most  routine  bankruptcy  work 
has  been  moved  in-house. 


"f  have  heard  from  every 
old  law  school  friend  I 
have — don't  we  have  a  suit 
or  two  for  them?"  says  FDIC 
Chairman  Seidman. 

While  the  FDIC's  use  of  outside 
counsel  could  probably  be  cut  further, 
relying  on  the  private  sector  makes 
sense  in  many  cases.  Consider:  The 
FDIC  can't  staff  up  fast  enough  to 
handle  all  the  suits  or  pay  high 
enough  salaries  to  hire  all  the  experi- 
enced lawyers  it  needs.  It's  simply  not 
practical  to  plop  down  a  government 
lawyer  in  every  town  where  a  bank 
bites  the  dust. 

But  as  a  volume  purchaser  with  a 
public  purpose,  shouldn't  the  FDIC 
qualify  for  discounts  from  the  pri- 
vate bar?  "We're  pretty  shameless 
about  [demanding]  that,"  says  deputy 


t 


general  counsel  Michael  Bui 
Still,  he  admits,  "We  do  not  k) 
whether  the  concessionary  rate  I 
getting  is  truly  a  concessionary  I 
We  tend  to  find  out  in  soma 
stances  that  there  might  be  a  h 
rate  available." 

Of  course,  the  agency  doesn' 
ways  have  time  to  bargain.  Vi 
Penn  Square  Bank  was  about 
bust,  the  FDIC  delayed  hiring  cou 
so  as  not  to  tip  its  hand.  By  the  tii 
sought  a  lawyer,  the  big  Oklah) 
City  firms  were  all  working  for  an 
er  party  in  the  messy  affair.  The  fj 
ended  up  at  Tulsa's  Gable  &  Got\| 
at  the  firm's  standard  rate  of  $5| 
$190  an  hour,  depending 
lawyer. 

Some  attorneys  say  they  cal 
afford  to  cut  the  FDIC  a  break  sin] 
has  been  slow  to  pay  its  bills,  thcj 
it  is  improving.  Gable  &  God 
says  partner  Charles  Baker,  has  h^ 
resort  to  short-term  borrowinj 
order  to  cover  the  payment  lag. 
there's  no  shortage  of  lawyers 
ping  for  a  meaty  FDIC  bone, 
though  strict  conflict  rules — fj 
may  not  take  part  in  any  suits  ag^ 
the  FDIC — mean  they  may  hay 
pass  up  other  business. 

A  postscript:  The  FDIC  now  p 
to  hire  accounting  firms  to  bolstfi 
overworked  examination  force 
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Advertising  Manager 
BANK  OF  BOSTON 


"A  UNIQL 
MAGAZINE  FC 
OUR  UNIQL 
SERVICE; 


"It's  not  easy  to  communicate  Bai 
Boston's  unique  banking  strei 
in  a  few  words.  Our  name  carries  a  s{ 
national  identity  —  but,  Bank  of  Boston 
established  international  bank  with  offices,  braru 
and  subsidiaries  around  the  world.  Bank  of  Bost 
one  of  the  oldest  financial  institutions—  yet.  it 
the  forefront  of  today's  international  banking  explo 
VISION  helps  ensure  that  Bank  of  Boston's  adveri 
message  is  immediately  understood  by  the  Latin  Ame 
customer.  VISION  is  written  in  the  language  Latin  Americans  preft 
their  native  Spanish.  VISION  delivers  our  message  to  people  of  influ 
who  are  responsible  for  Latin  America's  growth  in  business  and  indi 
and  its  readership  profile 
corresponds  with  our 
target  group. 

Bank  of  Boston's  advertising 
has  as  its  goal  to  reach  and 
convince  the  international 
investor.  To  do  that  in  Latin 

America  we  use  VISION."  13  East  75th  St.,  New  York,  NY  10021  (212-744-91 
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Krupp  engineering  for  excellence 


SUSAN:  Krupp' s  computer- 
simulated  training  program  for 
handling  ocean-going  vessels. 


The  best 
Elisions  are 
SUSAN- 
simulated. 

l  AN  is  a  ship-handling  simula- 
i  developed  by  Krupp  Atlas 
tronik*.  She  provides  invalu- 
b  training  for  all  conceivable 
t  tical  situations. 

'  Krupp  process  computers  at  the 
:l  i  of  the  system  generate  realistic 
:  -scale  scenarios.  On  screens 

rding  a  250°  bridge  panorama, 
iroach  maneuvers  to  harbors  - 
lip  still  under  construction  -  can  be 

•ticed.  Ships  can  be  tested  before 

are  launched. 

AN  has  a  realistic  way  of  hand- 
crews  -  tossing  them  about  when 
rormy.  Weather,  visibility  and 
ic  density  change  from  one 
jte  to  the  next. 

training  provided  by  SUSAN 
itically  reduces  the  risk  of  human 
>r  and  hence  of  environmental 

>re  information  on  electronic  systems  from 

contact  Krupp  International  Inc., 

Atlas  Elektronilc  Division, 

inewood  Street,  Rahway,  New  Jersey  07065. 


disasters  such  as  oil  tanker  collisions 
in  coastal  waters. 

Another  new  development  from 
Krupp  is  NACOS  20,  a  computer- 
controlled  navigation  and  command 
system  similar  to  an  aircraft  auto- 
matic pilot.  The  radar  display  is  the 
first  to  offer  TV-picture  brilliance. 
Vessel  and  shipowner  are  linked 
on-line  via  satellite. 

Krupp  electronics  are  not  only  in 
their  element  at  sea.  West  German 
TV  network  ZDF  uses  them  for  trans- 
mission scheduling  and  news  pro- 
grams at  its  new  broadcasting  center 
in  Mainz.  In  industry  they  form  the 


nerve  center  of  automated  proces- 
ses. In  network  supervisory  systems 
for  urban  transit  they  speed  up 
services  and  keep  them  running 
on  time. 

Creative  dialogue  is  our  springboard. 
Krupp  engineers  work  in  close  part- 
nership with  customers  seeking  solu- 
tions to  the  problems  that  affect  us  all. 

We  provide  the  advanced  engineer- 
ing materials,  facilities  and  systems 
needed  for  speedy  and  sustained 
economic  progress. 

Krupp. 

A  tradition  of  progress. 


<§>  KRUPP 


THE  PAST: 

FRED  ALGER  TURN 
$10,000  INTO  $651, 
OVER  21  YEARS 
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•Through  September  .'JO,  1986.  Results  for  Alger  and  the  S&P  500,  an  unmanaged  index  of  common  stocks,  reflect 
capital  appreciation  and  reinvestment  of  dividends,  but  not  payment  of  Algers  advisory  fees  Alger's  results  are  for 
fully  discretionary,  equity -oriented  accounts  managed  for  an  entire  year  (1986  accounts  managed  through  9/30). 
For  1965,  results  are  lor  Algers  only  account,  an  active  advisory  account.  Results  are  for  accounts  having  the  same 
investment  objective  and  strategies  as  the  Alger  Growth  Portfolio,  which  differ  from  those  of  the  other  Portfolios 
See  the  prospectus  for  more  information  about  the  results.  Past  results  do  not  guarantee  future  performance 
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THE  PRESEIST: 

FRED  ALGER 

INTRODUCES 
THE  ALGER  FUND. 


[1 000 


invested 
jti  Fred  Alger  1 
1)65  would 

i]e  grown  to  $651,228  over  21  years;  a  gain  of 
[per  than  21%  compounded  annually  and  10 
iles  the  gain  in  the  S&P  500  over  that  span  * 
<  Now  the  same  research  operation  and  expe- 
kced  professionals  that  produced  those 
;  alts  for  Alger's  institutional  clients  can  put 
[  r  money  to  work  for  you  in  The  Alger  Fund's 
r  wth  Portfolio. 


Of  course, 
growth  investing 
entails  risk  and 
is  not  suitable  for  everyone.  So  The  Alger  Fund 
lets  you  diversify  through  lower-risk  investment 
vehicles,  from  the  more  conservative  Alger 
Income  and  Growth  Portfolio  to  three  portfolios 
designed  to  generate  high  current  income. 

Return  the  coupon  for  complete  information 
and  a  prospectus.  Or  call  The  Alger  Fund  toll-free 
any  time  at  1-800-99- ALGER  (992-5437)  ext.  605 


THE  ALGER  FUND 


Growth  Portfolio 

)ng-term  capital  appreciation  by  investing 
ly  in  large  companies  believed  to  have 
llJCiation  potential. 

I»er  Small  Capitalization  Portfolio 

jlj.s  long-term  capital  appreciation  by  investing 
ly  in  small  companies  believed  to  have 
ition  potential. 

Income  and  Growth  Portfolio 

st  conservative  of  our  stock  portfolios, 
high  level  of  dividend  income  by  investing 
pad-paying  stocks.  Growth  in  stock  value  is 
lary  objective. 


i  er 

l  iri 


I  an 

I  :cii 
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Alger  High  Yield  Portfolio 

Seeks  maximum  current  income  without  assuming 
undue  risk  by  investing  in  medium  and  lower-rated 
bonds.  Capital  appreciation  is  a  secondary  objective. 

Alger  Fixed  Income  Portfolio 

Seeks  high  current  income  through  prudent  invest- 
ing in  investment-grade  fixed  income  securities. 

Alger  Money  Market  Portfolio 

Seeks  high  current  income  and  gives  you  convenient 
access  to  your  money  through  free  check- writing. 


rTHE  ALGER  FUND 

EO.  Box  5451.  Melville,  N  Y.  U747-O9O0 

□  Please  send  a  prospectus  and  more  complete  information  on  The  Alger 
Fund,  including  all  charges  and  expenses.  I  will  read  the  material  carefully 
before  I  invest.  (100) 

□  Please  send  IRA  information.  (2001 


u  Mr.  □  Miss 
Name    U  Mrs.   U  Ms. 


( Plea.-*  print  clearly  1 

□  Business 

Address  □  Home 

City 

State 

Zip 

Phone (  ) 

ORBM96MABS 

|_<)r  call  toll-fret'  1*£00*99- ALGER  ext.  60S,  24  hours,  seven  days  a  week. 


THE  ALGER  FUND 
1-800-99-ALGER 


EXT.  60S 


24  HOURSJ  DAYS  AWKEK. 


Kenichi  Yamamoto  sells  his  Mazdas  as 
hard  as  Lee  Iacocca  sells  his  Chryslers.  But 
whether  he  will  achieve  the  same  results 
remains  to  he  seen. 


A  third  miracle? 


By  Marc  Beauchamp 


NO  STRANGER  TO  ADVERSITY,  nor 
to  miracles,  is  Kenichi  Yama- 
moto, president  of  $7.9  billion 
(revenues)  Mazda  Motor  Corp.  With 
an  engineering  degree  from  presti- 
gious Tokyo  University,  he  joined 
Mazda  in  the  winter  of  1946,  as  Hiro- 
shima, his  hometown,  was  rebuilding 
from  the  atomic  bomb  that  leveled 
the  city.  Miracle  One:  The  Mazda 
plant,  on  Hiroshima  Bay, 
was  only  slightly  dam- 
aged, thanks  to  a  hill  be- 
tween it  and  ground  zero, 
only  3.3  miles  away. 

Then,  in  the  early 
1960s,  Yamamoto  was 
picked  to  head  develop- 
ment of  Mazda's  rotary 
engine,  pioneered  in  Ger- 
many. Touted  as  the  re- 
placement for  the  piston 
engine,  early  rotary  en- 
gines had  technical  flaws. 
Worse,  rotary-equipped 
cars  guzzled  gas,  the  last 
thing  energy-shocked  car 
buyers  wanted  in  the  age 
of  OPEC.  By  1975  Mazda 
teetered  on  bankruptcy. 

Yamamoto  persevered.   

He  and  his  team  steadily  improved 
the  engine  and  eventually  put  it  in  the 
right  car,  the  stylish  RX-7,  which  de- 
buted in  1978  and  has  since  achieved 
near-classic  status  among  sports  car 
buffs.  Last  year  more  than  60,000 
RX-7s  were  sold.  For  its  bread-and- 
butter  cars — the  compact  323,  the 
midsize  626  and  the  top-of-the  line 
929 — Mazda  went  back  to  standard 
piston  engines.  Mazda's  lead  bank, 
Sumitomo,  also  pitched  in,  encourag- 
ing its  related  companies  to  buy  Maz- 
das for  their  fleets. 
Miracle  Two:  Mazda  recovered  and 


was  by  1979  Japan's  number  three  car- 
maker, by  volume,  after  Toyota  and 
Nissan.  In  1984  Yamamoto  was 
named  president. 

But  now  the  company  is  again 
threatened.  Mazda  exports  70%  of  its 
output,  so  endaka — as  the  surging  yen 
is  popularly  known — is  leveling  prof- 
its. Pretax  operating  income  for  the 
year  ended  Oct.  31  was  around  $125 
million,  down  nearly  70%  from  last 
year.  Mazda  does  well  in  Europe.  But 


a  Nissan.  It  has  only  1 1 1  dealers, 
Toyota's  320  and  Nissan's  249.  " 
admit  that  Mazda  hasn't  establish^ 
clear  image  in  the  market,"  sighs 
chinori  Yamanouchi,  Mazda's  dep 
general  manager  of  R&D.  "That 
very  big  problem  for  us." 

Ahead,  and  not  very  far  ahead,  is 
likely  bloodbath  for  Japan's  1 1  hi; 
competitive  carmakers.  Agrees  Yai 
moto:  "There  is  definitely  a  quest 
whether  1 1  can  survive.  To  make  i 
company  must  have  innovative  st 
egies,  cooperation  and  alliances, 
our  case,  we  know  the  importance 
product,  image  and  streamlining  oj 
ations.  We  will  also  need  greater 
ternational  cooperation  with  Ford . 
[Korea's]  Kia." 

Under  MITI's  voluntary  export 
straint  program,  Mazda  can  ship  a 
about  229,000  passenger  cars  anni 
ly  to  the  U.S.  So  it  is  building  a  %> 
million  plant  in  Flat  Rock,  Mich, 
plant  is  a  clone  of  Mazda's  three-y» 
old  Hofu  plant,  facing  the  Seto  Inl. 
Sea  in  western  Japan.  The  Hofu  pi 
is  one  of  Japan's  most  highly  auton 
ed  car  factories.  When  finished,  a  y 
from  now,  it  will  turn  out  240, 
midsize  626-class  cars  a  year.  Ab 
half  of  that  production  will  be  bou 
by  Ford  Motor,  which  bought  a  2 


Andreas  Dannenberg/Wheeler  Pictures 


Mazda  President  Kenichi  Yamamoto 
No  stranger  to  adversity. 


in  the  crucial  U.S.  market  it  ranks 
fourth  among  Japanese  imports  after 
Honda,  Toyota  and  Nissan.  Only  1 72 
of  Mazda's  771  U.S.  dealers  sell  Maz- 
da products  exclusively. 

News  is  no  better  on  the  home 
front,  where  Mazda  ranks  fifth  in 
sales  with  a  7%  share.  It  entered  the 
passenger-car  market  late,  in  1960, 
and  had  trouble  shaking  its  image  as  a 
maker  of  three-wheel  trucks.  Today 
its  narrow  product  mix — four-passen- 
ger-car lines  and  the  popular  RX-7  ro- 
tary-powered sports  car — does  not 
give  it  the  broad  appeal  of  a  Toyota  or 


stake  in  Mazda  in  1 
and  today  accounts 
10%  of  Mazda's  sa 
Mazda  already  bu 
small  cars  that  Ford  s 
under  its  own  name  in 
pan  and  the  Asia-Pac 
region.  In  Korea,  Ma 
and  Ford  are  working  vi 
Kia  Motors  on  a  min 
for  export  to  the  U.S.  e 
year.  Ford  also  sells 
wan-assembled,  Mas 
designed  compacts 
Canada. 

None  of  this,  howe 
addresses  Mazda's  fur 
mental  problem,  whic 
that  apart  from  the  si 
RX-7,  Mazda's  passer 

  cars  look  like  the  comp 

tors'  products.  "Like  Chrysler," 
mamoto  agrees,  "we  are  faced  v* 
establishing  Mazda  as  a  different  cc 
pany  [from  Toyota  and  Nissan]." 

So  Yamamoto,  64,  is  trying  to  do 
Mazda  what  Lee  Iacocca  did  for  Ch 
ler:  give  his  cars  a  distinctive  im. 
Look  for  less  boxy,  more  aerodynai 
styling,  with  more  of  the  handl 
characteristics  of  European  cars. 

With  the  Koreans  and,  not  far 
hind,  the  Taiwanese  set  to  grab 
low  end,  Yamamoto  is  driving  Ma 
upmarket,  pushing  its  Model  626 
erage  U.S.  sticker:  $12,000)  at  the 
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Game  Called 
On  Account  Of  Insurance. 


The  kids  were  ready  to 
i  ball. 

But  the  municipality 
;  I't.  Neither  were  the  kids' 
i  nteer  coaches. 

Because  the  opponent 
n't  another  team. 

It  was  fear.  Fear  of  costly 
;  uits  spawned  by  injuries. 

One  insurance-bare 
I  ate  New  York  town  even 
i  §one  so  far  as  to  tear  down 
:  imorial  recreational  facility 
i  ted  for  picnics,  clambakes 
i  Softball.  Elsewhere,  many 
lie  and  private  play  areas 
:  t  been  shut  down  to  avoid 
lity  claims. 

The  crisis  that  first  strip- 
America's  businesses  of  vital 
ranee  protection  now  is 
uing  ordinary  citizens'  lives. 


Uneasy  team  coaches  of  youth- 
group  football,  baseball,  soccer, 
and  hockey,  for  instance,  recently 
banded  their  national  and  state 
organizations  together  to  urge 
legislation  protecting  volunteers 
from  the  "frivolous  lawsuits" 
of  parents. 

Perhaps  nothing  has  done 
more  to  provoke  these  reactions 
than  changing  interpretations 
of  joint  and  several  liability  and 
punitive  damages. 

It  has  become  routine 
to  name  multiple  defendants  in 
the  same  injury  suit  because  even 
a  defendant  only  one  percent 
at  fault  can  be  held  liable  for  100 
percent  of  the  damages. 

Municipalities  thus  are 
favorite  targets  as  "deep  pockets" 
to  pay  ever  larger  jury  awards. 


The  litigation  lottery 
taking  place  in  our  courts  must 
be  curbed.  "Deep  pockets"  are 
an  illusion.  The  taxpayer  is  at  the 
bottom  of  those  pockets. 

We  must  encourage  the 
lawmakers  now  seeking  ways  to 
restore  balance  to  our  civil  justice 
system.  No  one  objects  to  legiti- 
mate awards.  But  lottery-like 
rewards  have  become  an  unseen 
burden  on  everyone. 


JOHNSON 
^OIGGINS 

Consulting  on  a  lot  more  than  insurance. 


RISK  AND  INSURANCE  MANAGEMENT  SERVICES,  HUMAN  RESOURCE  AND  ACTUARIAL  CONSULTING  THROUGHOUT  THE  WORLD 


pense  of  the  lower-margin  Model  323 
(at  $9,500).  Next  fall  Mazda  will  for 
the  first  time  sell  its  top-of-the-line 
Model  929  in  the  U.S.  Price:  probably 
around  $20,000. 

But  isn't  this  the  same  strategy  all 
the  world's  big  carmakers  are  follow- 
ing? Yamamoto  agrees  with  forecasts 
of  a  glut  of  cars  in  the  U.S.  market 
later  this  decade.  Survival,  his  in- 
stincts tell  him,  will  in  part  depend 
upon  more  products.  To  broaden  Maz- 
da's limited  product  line,  Yamamoto 
is  also  adding  features  like  four-wheel 
drive  and  four-wheel  steering  where, 
depending  on  the  speed  of  the  car,  the 
front  and  rear  wheels  can  turn  in  the 
same  or  opposite  directions,  enhanc- 
ing handling  and  stability.  It  will  be 
available  next  year  on  the  midsize 
626.  Belatedly,  Mazda  has  also  begun 
building  four-wheel-drive  small 
trucks. 

Meanwhile,  at  home,  Yamamoto 
plans  to  spiff  up  and  relocate  some 
dealerships.  To  better  judge  market 
trends,  he  recently  moved  Mazda's  Ja- 
pan sales  office  from  Hiroshima  to 
Tokyo.  To  contain  endaka's  damage, 
he's  also  trying  to  gain  domestic  mar- 
ket share.  And  to  pare  costs,  Mazda  is 
working  with  suppliers  to  boost  pro- 
ductivity 50%,  automating  more  and 
designing  new  models  with  produc- 
tion costs  in  mind. 

An  analogy  can  be  drawn  between 
Mazda  and  Chrysler.  Each  has  been  its 
country's  number  three  automaker. 
(Mazda  was  overtaken  this  year  by 
Honda.  |  Each  narrowly  averted  bank- 
ruptcy. Both  use  their  top  executives 
to  advertise  their  products.  ("The 
Mazda  name  lags  behind  our  large- 
volume  rivals,  and  we  want  the  public 
to  know  we  are  a  full-fledged  auto- 
maker," explains  Toshinori  Mori, 
head  of  Mazda's  America  Division. 
"We  concluded  that  President  Yama- 
moto would  make  a  perfect  spokes- 
man for  the  company.") 

"Iacocca?  I'm  not  such  a  big  shot  as 
Iacocca,"  laughs  Yamamoto,  eyes 
bulging  in  mock  astonishment,  when 
the  Chrysler  analogy  was  put  to  him 
over  coffee  at  Mazda's  Hiroshima 
headquarters.  "I'm  not  running  for 
President.  We're  in  different  leagues." 

But  he  leaves  no  doubt  that  the 
challenge  facing  Mazda  is,  in  its  way, 
every  bit  as  big  as  that  faced  by  Chrys- 
ler in  1980.  Says  Yamamoto:  "Some- 
times I  fancy  myself  as  principal  of  a 
school  where  people  learned  the  expe- 
rience and  spirit  of  challenging  the 
unknown.  This  is  an  important  attri- 
bute of  a  manager.  Not  something  you 
can  buy  with  a  small  amount  of  in- 
vestment." Still,  three  miracles  in 
f  a  century  is  a  lot  to  ask  for.  ■ 


Why  are  record  numbers  of  foreign  corr\ 
panies  spending  lots  of  money  to  list  on  th 
Tokyo  Stock  Exchange? 

Listing 
for  success 


By  Andrew  Tanzer 


By  the  end  of  the  year  the  com- 
mon stocks  of  52  foreign  com- 
panies, most  of  them  Ameri- 
can, will  be  listed  on  the  Tokyo  Stock 
Exchange.  Last  year  just  21  were  list- 
ed. By  next  year  the  number  will  swell 
to  at  least  80. 

Why  the  surge?  To  catch  the  small- 
er Japanese  investor.  Japanese  institu- 
tions tend  to  buy  their  U.S.  stocks  in 
New  York,  to  avoid  Tokyo's  high 
fixed  commissions,  but  individual  in- 
vestors cannot  easily  do  so.  Thus  indi- 
viduals account  for  two-thirds  of  the 
trading  volume  in  foreign  shares  list- 
ed on  the  Tokyo  Exchange. 

For  the  Japanese  investor,  foreign 
stocks  have  a  number  of  attractions. 
The  average  yield  on  Tokyo-listed  for- 
eign stocks  is  3.5%,  vs.  0.7%  for  Japa- 
nese shares.  Foreign  shares  carry  an 
average  price/earnings  multiple  of  22, 
vs.  50  for  local  stocks.  In  this  year's 
January-to-October  period,  daily  trad- 
ing in  foreign  securities  listed  on  the 
Tokyo  Exchange  averaged  1.14  mil- 
lion shares,  up  from  16,000  in  1984. 

Listing  doesn't  come  cheap:  as 
much  as  $200,000  in  upfront  legal, 
brokerage  and  other  registration  fees, 
plus  around  $50,000  a  year,  to  main- 
tain the  listing.  But  then,  a  listing 
means  daily  stock  quotations  and  reg- 
ular coverage  of  company  news  in  the 
financial  press  and  by  security  compa- 
nies. A  listing  thus  becomes  a  form  of 
public  relations  and  advertising. 
Compare  the  listing  costs  against  the 
$100,000  a  one-page,  one-time  ad  in 
the  Nihon  Keizai Shimbun,  Japan's  lead- 
ing business  daily  newspaper,  costs. 

"If  you  buy  shares  in  a  company, 
you  never  forget  its  name,"  says  Junzo 
Makita,  a  manager  in  Nikko  Securi- 
ties Co.'s  international  finance  divi- 


sion. Makita  estimates  that  wh< 
Nikko  finds  2,000  customers  for  a  fo 
eign  stock  (a  1,000  minimum  is  nee 
ed  for  listing),  the  firm's  vast  broke 
age  network  contacts  100,000  peopl 

Some  foreign  firms  believe  the 
listings  will  enhance  access  to  D 
kyo's  capital  markets,  perhaps  mea 
ing  lower  borrowing  costs.  "You' 
more  trusted  if  you're  listed  because 
means  you've  passed  the  [stock  e 
change  and  Ministry  of  Financ 
examination,"  says  Kiichi  Oda,  ma 
ager  of  the  Tokyo  Exchange's  forei; 
stock  department.  One-third  of  the  • 
firms  currently  listed  are  banl 
which  are  often  raising  money  in  T 
kyo.  Several  listed  firms,  includi: 
American  Express  and  Dow  Chen 
cal,  have  issued  bonds  in  Tokyo.  Bi 
Canada  issued  $140  million  of  sto> 
in  Japan  in  February. 

Not  coincidentally,  most  forei, 
companies  that  have  listed  are  aggre 
sively  expanding  their  business  in 
pan  and  figure  the  status  of  a  listL 
can  only  help,  not  only  in  custom 
relations  but  in  recruiting  as  we 
Notes  Pieter  Ruig,  manager  of  Smi 
Kline  &  French  Overseas'  Tok 
branch:  "[Japanese]  college  studer 
look  for  substantial  companies  tb 
list  on  the  exchange."  Kodak  thin 
its  listing  last  August  will  help  it  i 
emit  150  scientists  for  a  new  resear 
and  development  center.  Kodak  aj 
Smith  Klme  say  their  listings  ti 
wholesalers  and  retailers  they're  coi 
mitted  to  Japan.  Some  foreign  comj 
nies,  moreover,  have  distribut 
stock  to  employees;  a  local  listing  ■ 
fers  the  requisite  liquidity. 

Add  it  all  up,  and  it's  hard  to  impro 
on  the  way  Du  Pont  Japan  President  J. 
Blumberg  explains  Du  Pont's  listing 
October.  "It  shows,"  says  Blumbei 
"that  we're  here  to  stay."  ■ 


Locate  In  Scotland. 

THE  CENTRE  OF  EUROPEAN  ACHIEVEMENT. 


and  has  always  placed  great  emphasis  on  learning.  It  was  the  first  country  in 
e  to  introduce  an  element  of  compulsory  education,  as  far  back  as  1492.  Scotland 
lues  as  pioneer,  from  the  introduction  of  computers  in  schools,  to  the  first  academic 
ar  to  be  held  by  satellite.  Schooling  in  Scotland  is  different.  It  reflects  the  belief  in 
alue  of  a  broad  based  education.  Biologists  can  speak  French  and  chemists 
eard  Chopin.  Students  are  encouraged  to  qualify  in  both  arts  and  science  subjects 
hieve  a  balanced  view  of  the  world.  Universities  continue  the  emphasis  on  a 
education.  Scotland  produces  more  graduates  per  capita  than  any  other  country 
stern  Europe.  From  arithmetic  to  artificial  intelligence,  there  is  a  quiet  statement 
ality  in  the  Scottish  way  of  learning.  For  Scotland's  people  are  its  best  resource, 
is  these  people  who  are  driving  the  high-tech  businesses  of  tomorrow.  Come  to 
nd  and  you'll  never  look  back. 


Scottish 
Development 
Agency 


THE  SCOTTISH  DEVELOPMENT  AGENCY,  THROUGH  A  SINGLE  ENTRY  POINT,  OFFERS  COMPANIES  ALL  THEY  NEED  TO  KNOW  ABOUT 
|JG  IN  SCOTLAND.  CALL  TOLL  FREE  I  (800)THE-SCOT,  OR  SEND  YOUR  BUSINESS  CARD  TO  1  LANDMARK  SQUARE,  SUITE  810,  STAMFORD,  CONNECTICUT  06901. 

TEL.  (203)  325  8525.  SDA  OFFICES  ALSO  IN  HOUSTON,  CHICAGO  AND  SAN  FRANCISCO, 
i  terial  is  published  by  the  Scottish  Development  Agency.  1  Landmark  Square.  Suite  810,  Stamford,  Connecticut  06901,  which  is  registered  under  the  Foreign  Agents  Registration  Act.  as  an  Agency  of  the  Scottish  Development 
sgow,  Scotland.  This  material  is  filed  with  the  Department  of  Justice  where  the  required  registration  is  available  for  public  inspection  Registration  does  not  indicate  approval  of  this  material  by  the  United  States  Government. 


Dodge  Lancer,  tl 
that  Honda  an 


Dpdge  Lancer  vs.  Honda  Accord  DX  and  Pontiqc  6000  four  doors*  So 


•  More  available  power. 
Power  is  an  important  performance 
consideration  lancer's  available 
turbocharged  engine  offers  more 
horsepower  than  the  engines 
offered  by  Honda  Accord  or 
Pontiac  6000.  As  a  matter  of  fact, 
the  Honda  and  Pontiac  don't  even 
offer  a  turbo  option. 


•  Hatchback  utility. 
If  you're  looking  for  the  added  con- 
venience of  four  doors  plus  a  hatch- 
back, you'll  be  glad  to  know  that  all 
Lancers  come  wjth  a  hatchback. 
While  the  Honda  Accord  and 
Pontiac  6000  don't  even  offer  you 
the  option. 


•  More  passenger/can 
Room  is  a  major  concern ' 
sedan  buyer.  Lancer  offer: 
combined  passenger/car 
than  the  Honda  or  Pontiac 

•  Longer  warranty. 

You'll  also  want  to  conside 
you  can  count  on  down  th 


rformance  sedan 
tiac  can't  match. 

1*852. 


inyone  in  search  of  a  serious  performance  sedan. 


i|  »r  you  can  count  on  a 
*  0,000  mile  Protection 
I  Honda  and  Pontiac 

i  come  close. 

j  srice. 

i  your  bottom  line  consid- 
irice.  At  just  $9852+  Lancer 
♦door  sedan  that  delivers 
4  for  a  lower  base  price 
f  of  the  four-door  sedans 


we've  discussed.  Lower  than  the 
Honda.  Lower  than  the  Pontiac.t 
Considering  all  the  facts,  we 
think  you'll  agree  that  it  pays  to  see 
your  Dodge  Dealer  and  buy  or  lease 
the  one  sedan  that  takes  your  bud- 
get as  seriously  as  your  need  for 
performance.  Dodge  Lancer. 
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DIVISION  OF  CHRYSLER  MOTORS 


Setting  new  standards  of  performance. 


SOLO  TO: 

Mention 
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JOB  INVOICE 


South  Seas  Shipping  Company 


November  20.1986 


Ms.  Cathy  Lyons 

import  Orticor 

Bcisnical  Research  Lid. 

55  Wewak  Road 

Moresby.  Papua.  New  Guinea 


Dear  Ms.  Lyonr. 


Re:  Palm  Fruit  Research 


This  letter  confirms  the  agreement  wo  reached  at  our  meeting  last  week  in  San  Francisco. 

Botanical  Research.  Ud.  will  recommend  the  optimal  conditions  lor  shipping  palm  fruit  and  palm  o.l 

~v«  important  .ssuos  /or  consideration  are:  /empero/uro  dunng  srrrpprno  end  length  ol  /.mo  oefwwn 
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What  I 


YOU  COULD  PRINT  EVERYTHING  ON 
THIS  DESK  FROM  A  BUSINESS  PC? 

The  world's  best-selling  desktop  laser  printer  hj 
something  in  store  for  just  about  every  business  tha 
ever  dealt  with  the  printed  word. 

Because  the  Hewlett-Packard  Laserjet  Printer  is 
the  only  printer  of  its  kind  specifically  designed  to 
work  with  over  300  software  programs.  And  since 
hooks  up  to  almost  any  business  PC,  ifs  right  for  al 
kinds  of  users — not  just  the  art  department.  So  yot 
can  print  everything  on  this  desk — from  simple 
memos  to  your  life's  memoirs.  And  get  high-qualir 
professional-looking  output. 

Combined  with  our  very  fast,  very  versatile 
HP  Vectra  PC  (it's  IBM  PC/AT  compatible)  and  the 
software  of  your  choice,  the  HP  LaserJet  is  the  cor- 
nerstone for  a  complete  desktop  publishing  solutioi 
One  your  whole  company  can  easily  use 

Of  course,  the  HP  LaserJet  also 
works  with  IBM  PC's  and  compatibles. 
As  well  as  software  like  Lotus  1-2-3, 
WordStar  and  d.BASE  II.  And,  for 
around  $3,000,  it's  the  laser  printer 
you  can  afford. 

We  can't  print  all  the  reasons  our 
HI3  LaserJet  is  the  printer  of  choice.  But  if  you  stop  b 
an  authorized  HP  dealer  or  call  us  at  1 800  367-4772 
Dept.  687V  for  the  one  nearest  you,  we'll  show  yot 
why  HP  quality  printing  makes  very  good  busines 
sense  indeed. 

Pr.ni  somptes  produced  on  c  LaserJet  Plus  witn  me  folowvw  sott««e  pocMges  Shjdc  Sotrwwe  Spel^>t^der•  Ot 
Pu£*sner  MicroPro WordStar  2000* Lotus  1-2-3*  and RarrrMoka  If"  HP vfccira PC  so  trade™/* ol  Hewlett-Pot 
I8M  PC  is  o  reaste/ed  trooernarv ot  international Busness Mocti/nes Co/p  Lotus  I  2-3 go  /egrste/ed  trade/not*  o 
Lotus  0ev«opment  Carp  WordStar  is  a  registered  irooemom  ot  MicroPro  m/emahono!  dfiftSE  il  scrego/e/edlro 
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^irough  gift,  theft  and  license,  our  technology  is  leaking  abroad 
wnost  as  fast  as  we  develop  it.  So  scratch  the  long-term  dream  of 
WJ.S.  living  off  exports  of  high-technology  goods  and  services. 

I    Does  anyone  really 
believe  in  free  trade? 


I  ever  mind  if  the  U.S.  loses  its 
manufacturing  skills;  we'll  just 


if 

j^Bfl  import  manufactured  goods  and  pay  for  them 
I  by  exporting  high  technology  and  knowledge- 
ll         oriented  products.  Steel  in,  software  out.  Autos 
femicrochips  out. 

Irhat's  a  comforting  theory  held  by  a  lot  of  people.  Is  it 
ililrkable?  Increasingly  it  looks  as  if  it  is  not  workable.  The 
.wale  concept  is  being  seriously  undermined  as  U.S.  inno- 
,/iions  in  technology  are  adopted  not  only  by  Japan  but 
H)  by  such  fast-developing  countries  as  South  Korea, 
ifzil,  Taiwan,  even  India. 

f|While  these  countries  are  more  than  happy  to  sell  us 
pufactured  goods,  they  closely  control  their  own  im- 
ts  of  technology  goods  they  buy  from  us.  Exports  of 
nputers  and  other  high-technology  products  from  the 
i.  are  still  huge,  but  the  long-term  prospects  are  in 
:stion.  In  areas  of  medium  technology,  mini 
nputers  in  particular,  developing  countries  are 
pting  or  stealing  U.S.  technology  or  licens- 
I  it  cheaply  to  manufacture  on  their  own. 

liny  of  the  resulting  products  are  flooding 

tht  back  into  the  U.S. 

■he  Japanese  developed  this  policy  to  a 

%x.  art:  Protect  your  home  market  and 

im,  as  costs  decline  with  volume,  man- 

iiieture  for  export  at  small  marginal  cost. 

if  good  many  developing  countries  have 

i  >pted  the  Japanese  technique. 

I  against  such  deliberate  manipulation  of 

z  rkets,  what  avails  such  a  puny  weapon 

! currency  devaluation?  Whether  the 

J  ilar  is  cheap  or  dear  is  almost  irrel- 

Tjint.  Free  trade  is  something  we 

ilibelieve  in  until  it  clashes  with 

t  at  we  regard  as  vital  national 

'  nomic  interests, 
liese  are  the  broad  trends. 

ijw  meet  Touma  Makdassi 

lips,  41,  an  engineer  born  in 

?  :ppo,  Syria.  Elias  has  a  mas- 

■8  degree  in  computer  sci- 

!  :e  from  San  Jose  State,  in 

it  con  Valley,  and  a  doc- 

i  ate  from  the  Cranfield 

i  titute  of  Technology 

i  England.  Grounded 

l  European  and  U.S. 

:  hnology,  Elias  is 


By  Norman  Gall 


now  a  Brazilian. 
His  company, 


Microtec,  is  Brazil's  first 


and  biggest  producer  of  personal  computers.  Elias  came  to 
Sao  Paulo  eight  years  ago  to  teach  night  classes  in  engi- 
neering. In  1982  the  Brazilian  government  banned  imports 
of  small  computers.  Seizing  the  opportunity,  Elias  started 
making  the  machines  in  the  basement  of  a  supermarket  in 
the  industrial  suburb  of  Diadema. 

Technology?  "We  worked  from  IBM  technical  man- 
uals," Elias  told  Forbes.  "We  had  a  product  on  the  market 
by  1983.  We  started  making  20  machines  a  month.  Soon 
we'll  be  making  2,400.  Now  my  brother  may  be  joining  our 
firm.  He's  a  graduate  of  the  Sloan  School  of  Management 
at  MIT.  He's  been  managing  an  investment  company  in 
Dubai,  in  the  Persian  Gulf,  but  we  need  him  here.  Brazil  is 
one  of  the  world's  fastest-growing  computer  markets." 
There  you  have  it  in  a  nutshell:  foreigners,  some  of  them 
U.S. -educated,  copying — stealing,  to  be  blunt — U.S. 

technology  and  reproducing  it 
with  protection  from  their 
own  governments.  An  iso- 
lated development?  No, 
this  is  the  rule,  not  the  ex- 
ception, in  much  of  the 
world.  How,  under  such 
K  circumstances,  can  the 
U.S.  expect  to  reap  the 
fruits  of  its  own  science 
*i  and  technology? 

Time  was  when  tech- 
nology    spread  slowly. 
Communications  were 
sluggish   and  nations 
went  to  great  lengths  to 
keep  technological  in- 
novations    secret.  In 
northern  Italy  300  years 
ago,  stealing  or  disclosing 
the  secrets  of  silk-spinning 
machinery  was  a  crime  pun- 
ishable by  death.  The  ma- 
chines were  reproduced  in 
England  by  John  Lombe  only 
after  he  spent  two  years  at 
risky  industrial  espionage  in 
Italy.  At  the  height  of  the 
^  Industrial  Revolution, 
Britain  protected  its 
own    supremacy  in 


textile  manufacture  through  laws  banning  both  exports  of 
machines  and  emigration  of  men  who  knew  how  to  build 
and  run  them. 

ese  embargoes  on  the  export  of  technology  were  even- 
breached.  France  sent  industrial  spies  to  England 
and  paid  huge  sums  to  get  British  mechanics  to  emigrate. 
By  1825  there  were  some  2,000  British  technicians  on  the 
European  continent,  building  machines  and  training  a  new 
generation  of  technicians.  A  young  British  apprentice, 
Samuel  Slater,  memorized  the  design  of  the  spinning 
frame  and  migrated  to  the  U.S.  in  1 789,  later  establishing  a 
textile  factory  in  Pawtucket,  R.I.  So,  in  the  end,  the  tech- 
nology became  commonplace,  but  it  took  decades,  and,  in 
the  meantime,  England  was  profiting  handsomely  from  its 
pioneering. 

Not  so  today,  when  30%  of  the  students  at  MIT  are 
foreigners,  many  destined  to  return  to  their  native  lands 
and  apply  what  they  learn  of  U.S.  technology.  What  once 
was  forbidden,  today  is  encouraged.  Come  share  our 
knowledge. 

Consider  the  case  of  Lisiong  Shu  Lee,  born  in  Canton, 
China  in  1949,  raised  in  Rio  de  Janeiro,  now  product 
planning  manager  for  SID  Informatica,  one  of  Brazil's  big 
three  computer  companies.  Like  many  leading  Brazilian 
computer  technicians,  Lee  is  an  engineering  graduate  of 
the  Brazilian  air  force's  prestigious  Aerospace  Technical 
Institute  near  Sao  Paulo.  Born  in  China,  raised  in  Brazil, 
educated  in  the  U.S.  "When  I  was  only  24,"  Lee  says,  "I 
was  sent  to  the  U.S.  to  debug  and  officially  approve  the 
software  for  the  Landsat  satellite  surveys  devised  by  Ben- 
dix  Aerospace."  Lee  later  worked  eight  years  with  Digital 
Equipment's  Brazilian  subsidiary. 

Like  Microtec's  Elias,  Lee  had  learned  most  of  what  he 
knew  from  the  Americans.  In  teaching  this  pair — and  tens 
of  thousands  like  them — U.S.  industry  and  the  U.S.  acade- 
mies created  potential  competitors  who  knew  most  of 
what  the  Americans  had  painfully  and  expensively 
learned.  Theft?  No.  Technology  transfer?  Yes. 

In  Brazil  over  the  past  few  years,  the  Syrian-born,  U.S.- 
educated  Elias  played  cat-and-mouse  with  lawyers  repre- 
senting IBM  and  Microsoft  over  complaints  that  Microtec 
and  other  Brazilian  personal  computer  makers  have  been 
plagiarizing  IBM's  BIOS  microcode  and  Microsoft's 
MS-DOS  operational  software  used  in  the  IBM  PC.  The 
case  was  settled  out  of  court.  Brazilian  manufacturers 
claimed  their  products  are  different  enough  from  the  origi- 
nal to  withstand  accusations  of  copyright  theft. 

Where  theft  and  copying  are  not  directly  involved  in  the 
process  of  technology  transfer,  developing  countries  find 
ways  to  get  U.S.  technology  on  terms  that  suit  them.  They 
get  it  cheaply.  Before  President  Jose  Sarney  departed  for  his 
September  visit  to  Washington,  the  Brazilian  government 
tried  to  ease  diplomatic  tensions  by  announcing  approval 
of  IBM's  plans  to  expand  the  product  line  of  its  assembly/ 
test  plant  near  Sao  Paulo.  IBM  will  invest  $70  million  to 
develop  Brazilian  capacity  for  producing  the  5-gigabyte 
3380  head  disk  assembly  (HDA). 

Ah,  but  there  is  a  tradeoff  involved  in  the  seeming 
concession  by  the  Brazilians.  The  tradeoff  is  that  IBM's 
expansion  will  greatly  improve  the  technical  capabilities 
of  local  parts  suppliers  to  make  a  wider  range  of  more 
sophisticated  products.  About  a  third  of  the  key  compo- 
nents in  IBM's  HDA  catalog  will  be  imported,  but  Brazil- 
ian suppliers  will  get  help  in  providing  the  rest,  some 
involving  fairly  advanced  technologies. 

But  does  what  happens  in  Brazil  matter  all  that  much? 
Brazil,  after  all,  is  a  relatively  poor  country  and  accounts 
for  a  mere  $3  billion  in  the  U.S.'  $160  billion  negative 
:rade  balance.  Brazil  matters  very  much.  For  one  thing, 


Mictrotec  founder  Touma  Makdassi  Elias 

From  Syria  to  Sao  Paulo  via  Silicon  Valley. 


Newsstand  in  Sao  Paulo 

Plenty  of  reading  choices  for  computer  hackers,  too 


what  happens  there  happens  in  similar  ways  in  other 
developing  countries — and  some  developed  ones  as  well. 
Brazil,  moreover,  is  fast  adapting  to  the  computer  age.  The 
Brazilian  computer  industry  employs  over  100,000  people. 
It  includes  everything  from  the  gray  market  of  Sao  Paulo's 
Boca  de  Lixo  district  to  the  highly  profitable  overseas 
subsidiaries  of  IBM  and  Unisys.  Both  subsidiaries  have 
been  operating  in  Brazil  for  more  than  six  decades  and,  for 
the  time  being,  have  been  profiting  from  Brazil's  closed- 
market  policies.  It  includes  many  manufacturer/as- 
semblers of  micro-  and  minicomputers  and  of  peripherals. 
Companies  also  are  appearing  that  supply  such  parts  as 
step  motors  for  printers  and  disk  drives,  encoders,  multi- 
layer circuit  boards,  high-resolution  monitors,  plotters  and 
digitizers.  The  Brazilian  market  is  bristling  with  new 
computer  publications:  two  weekly  newspapers,  ten  maga- 
zines and  special  sections  of  daily  newspapers. 

Brazil  is  only  a  few  years  into  the  computer  age.  Its  per 
capita  consumption  of  microchips  works  out  to  only  about 
$1.40  per  capita  among  its  140  million  inhabitants,  vs. 
$100  in  Japan,  $43  in  the  U.S.  and  about  $6  in  South  Korea. 
But  given  the  potential  size  of  the  market  and  Brazil's 
rapid  industrialization,  it  could  one  day  absorb  more  per- 
sonal computers  than  France  or  West  Germany. 

The  point  is  simply  this:  In  their  natural  zeal  to  make 
Brazil  a  modern  nation  rather  than  a  drawer  of  water  and 
hewer  of  wood,  its  leaders  are  determined  to  develop  high- 
technology  industry7,  whether  they  must  beg,  borrow  or 
steal  the  means.  Failing  to  develop  high-technology  indus- 
try would  be  to  court  disaster  in  a  country  where  millions 

)  hungry.  But  in  doing  what  they  must,  the  leaders  of 


Brazil  and  other  developing  countries  run  strongly  counte; 
to  the  economic  interests  of  the  U.S. 

Because  of  these  nationalistic  policies,  foreign-owned 
firms  are  banned  from  competing  in  Brazil's  personal  comi 
puter  and  minicomputer  market.  Brazil's  computer  indus 
try  is  not  high  tech,  if  that  means  being  near  the  cuttinj 
edge  of  worldwide  technological  advance.  But  it  does  show 
the  ability  of  Brazilian  businessmen  and  technicians  tc 
shop  for  and  absorb  standard  technology,  without  payinj 
development  costs.  In  computers,  where  knowledge  is  th« 
most  expensive  component,  it  becomes  cheap  to  manufac 
ture  if  you  get  the  knowledge  free  or  almost  free.  The  U.S 
develops,  Brazil  copies  and  applies.  There  are  perhaps  i 
dozen  Brazils  today. 

"We're  a  late  entry  and  can  pick  the  best  technology,' 
says  Ronald  Leal,  36,  co-owner  of  Comicro,  a  CAD 
CAM  equipment  and  consulting  firm.  "We  don't  wasti 
money  on  things  that  don't  work.  In  1983  we  saw  a  marke 
here  for  CAD/CAM  done  with  microcomputers.  W< 
shopped  around  the  States  and  made  a  deal  with  T&M 
Systems,  a  $10  million  California  company  that  has  18°/ 
of  the  U.S.  micro  CAD/CAM  market.  T&W  helped  us  : 
lot.  We  sent  people  to  train  and  they  came  to  teach  us." 

Comicro  learned  fast.  Says  Leal:  "We  developed  nev 
software  applications  that  we're  now  exporting  to  T&W.' 

Brazil  exporting  computer  designs  to  the  U.S.?  Only  fiv« 
years  after  IBM  began  creating  a  mass  market  for  th< 
personal  computer,  the  U.S.  home  market  is  being  invadet 
by  foreign  products — of  which  Comicro's  are  only  a  tim 
part.  Technological  secrets  scarcely  exist  today. 

Aren't  the  Brazilians  and  the  others  simply  doing  wha 


me  U.S.  did  a  century  and  a  half  ago — protecting  its  infant 
bdustries? 


:  If  that  were  all,  the  situation  might  not  be  so  serious  for 
•he  U.S.  But  pick  up  any  U.S.  newspaper  these  days  and 
ount  the  advertisements  for  Asian-made  personal  com- 
pters claiming  to  be  the  equivalent  of  the  IBM  PC  but 
elling  at  maybe  two-thirds  of  IBM's  price. 
According  to  Dataquest,  a  market  research  firm,  Asian 
mppliers  will  produce  nearly  4.5  million  personal  comput- 
es this  year.  At  that  rate,  they  should  capture  one-third  of 
i  he  world  market  by  next  year.  Taiwan  now  is  exporting 
0,000  personal  computer  motherboards  and  systems 
lonthly,  90%  of  which  are  IBM-compatible.  Of  these, 
0%  go  to  the  U.S.  and  most  of  the  rest  to  Europe.  Korea, 
long  Kong  and  Singapore  together  ship  another  20,000 
ach  month. 

Dataquest  says  it  takes  only  three  weeks  after  a  new 
J.S.-made  product  is  introduced  before  it  is  copied,  manu- 
ictured  and  shipped  back  to  the  U.S.  from  Asia. 

Thus  the  U.S.  bears  the  development  costs  while  for- 
igners  try  to  cream  off  the  market  before  the  development 
osts  can  be  recouped.  That  is  the  big  danger.  The  days 
/hen  a  person  could  be  executed  for  industrial  espionage 
ire  gone. 

President  Reagan  recently  warned  that  the  U.S.  is  being 
ictimized  by  the  international  theft  of  American  creativ- 
ty.  Too  many  countries  turn  a  blind  eye  when  their 
itizens  violate  patent  and  copyright  laws.  In  1985-86  U.S. 
iplomats  successfully  pressured  Korea,  Singapore,  Malay- 
ia,  Taiwan,  Hong  Kong  and  Thailand  to  pass  or  at  least  to 
raft  legislation  enforcing  patents  and  copyrights  more 


Lisiong  Shu  Lee  of  SID  lnformatica 
Theft?  No.  Technology  transfer?  Yes. 


strictly.  Brazil  is  a  major  holdout. 

The  difficulties  between  Brazil  and  the  U.S.  over  com- 
puters crystallized  in  the  1984  lnformatica  law,  which 
Brazil's  Congress  passed  overwhelmingly  near  the  end  of 
two  decades  of  military  rule.  The  law,  in  effect,  legalizes 
stealing — so  long  as  the  victims  are  U.S.  technology  ex- 
porters. Complains  the  head  of  a  leading  multinational 
whose  business  has  been  curtailed  under  the  new  law: 
"They  want  our  technology  but  want  to  kill  our  opera- 
tions. This  whole  show  is  sponsored  by  a  handful  of  sharp 
businessmen  with  connections  in  Brasilia  who  are  making 
piles  of  money  from  their  nationalism." 

The  new  law  formally  reserved  the  Brazilian  micro-  and 
minicomputer  market  for  wholly  owned  Brazilian  firms.  It 
allowed  wholly  owned  subsidiaries  of  foreign  companies — 
IBM  and  Unisys — to  continue  importing,  assembling  and 
selling  mainframes,  but  not  out  of  any  sense  of  fairness.  It 
was  simply  that  Brazilian  companies  were  unable  to  take 
over  that  end  of  the  business. 

Under  the  law,  joint  ventures  with  foreign  firms  were 
allowed  only  if  Brazilians  owned  70%  of  the  stock  and  had 
"technological  control"  and  "decision  control." 

The  main  instruments  for  implementing  this  policy 
were  tax  incentives  and  licensing  of  imports  of  foreign 
hardware  and  knowhow,  all  to  be  approved  by  the  secretar- 
iat of  information  science  (SEI). 

In  1981  Brazil's  then-military  government  decreed  that 
SEI  would  control  the  computer  and  semiconductor  indus- 
tries and  imports  of  any  and  all  equipment  containing 
chips.  The  implications  are  especially  ominous  for  U.S. 
interests:  Brazil's  SEI  is  modeled,  quite  openly,  on  Japan's 
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notorious  Ministry  of  Internation- 
al Trade  &  Industry  (MITI).  Bra- 
zil's computer  policy  today  fol- 
lows the  line  of  a  mid-Fifties  re- 
port by  MITI's  Research 
Committee  on  the  Computer. 

In  the  1950s  and  1960s  MITI 
used  Japan's  tight  foreign  ex- 
change controls  to  ward  off  what 
its  nationalist  superbureaucrat  of 
the  day,  Shigeru  Sahashi,  called 
"the  invasion  of  American  capi- 
tal." In  long  and  bitter  negotia- 
tions in  the  late  Fifties,  Sahashi 
told  IBM  executives:  "We  will 
take  every  measure  to  obstruct  the 
success  of  your  business  unless 
you  license  IBM  patents  to  Japa- 
nese firms  and  charge  them  no 
more  than  5%  royalty."  In  the  end, 
IBM  agreed  to  sell  its  patents  and 
accept  MITI's  administrative  guid- 
ance on  how  many  computers  it 
could  market  in  Japan.  How  many 
Japanese  products  would  be  sold  in 
the  U.S.  today  if  this  country  had 
imposed  similar  demands  on  the 
Japanese? 

Some  U.S.  economists  are  de- 
scribing the  result  of  the  Japanese 
policy  as  the  "home  market  ef- 
fect." They  mean  that  protection- 
ism in  the  home  market  tends  to 
create  an  export  capability  at  low 
marginal  cost. 

"Home  market  protection  by  one  country  sharply  raises 
its  firms'  market  share  abroad,"  says  MIT's  Paul  Krugman, 
reporting  the  results  of  computer  simulations  of  interna- 
tional competition  in  high  technology.  "Perhaps  even 
more  surprising,  this  export  success  is  not  purchased  at  the 
expense  of  domestic  consumers.  Home  market  protection 
lowers  the  price  at  home  while  raising  it  abroad." 

Brazil  surely  has  similar  intentions.  IBM  and  other  U.S. 
computer  companies  are  transferring  technology  to  Brazil 
as  never  before. 

The  Brazilians  may  have  grasped  a  reality  that  the  U.S. 
has  been  unable  politically  to  address:  that  while  there  is 
no  way  to  check  the  fast  dissemination  of  technology 
today,  the  real  prize  in  the  world  economy  is  a  large  and 
viable  national  market — a  market  big  enough  to  support 
economies  of  scale  and  economies  of  specialization.  In 
short,  while  a  country  can  no  longer  protect  its  technology 
effectively,  it  can  still  put  a  price  on  access  to  its  market. 
As  owner  of  the  world's  largest  and  most  versatile  market, 
the  U.S.  has  unused  power. 

Taiwan,  Korea,  Hong  Kong  and  Singapore,  lacking  large 
internal  markets,  could  develop  only  because  they  had 
easy  and  cheap  access  to  the  rich  U.S.  market. 

Why  doesn't  the  U.S.  reciprocate?  The  Reagan  Adminis- 
tration has  threatened  to  restrict  imports  of  Brazilian 
exports  to  the  U.S.  by  Dec.  31  if  Brazil  doesn't  1)  protect 
software  with  new  copyright  legislation,  2)  allow  more 
joint  ventures  with  foreign  firms,  and  3)  publish  explicit 
rules  curtailing  SEI's  arbitrary  behavior. 

But  the  Brazilians  are  hardly  trembling  in  their  boots. 
Brazilian  officials  hint  that  if  Brazilian  exports  to  the  U.S. 
are  curbed,  Brazil  won't  be  able  to  earn  enough  dollars  to 
service  its  crushing  external  debt.  Diplomats  of  both  coun- 
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No  matter  how  you  slice  it,  per  capita 
or  by  dollar  volume,  most  of  the 
world's  semiconductors  go  to  the  U.S., 
Japan  and  Europe.  Don't  be  misled, 
though.  The  smaller  markets  matter, 
especially  to  the  governments  that 
work  so  hard  to  protect  them. 
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while  they  talk,  the  Brazilians! 
what  they  please. 

U.S.  Customs  has  responded 
manufacturers'  complaints 
stopping  pirated  products  at 
border.  But  the  Taiwanese  ni 
have  such  cost  advantages  ti 
they  can  easily  afford  to  licei 
technology  that  they  have  aire; 
copied.  The  Koreans  are  mj 
scrupulous,  but  pirated  techn 
ogy  not  reexported  to  the  U.Si 
very  hard  to  control. 

More  than  three  years  ago  Ed: 
de  Castro,  president  of  Data  G 
eral,  told  a  Commerce  Depi 
ment  panel  that  foreign  natirj 
computer  policies  "threaten 
structure  and  future  of  the  I 
computer  industry."  De  Castroi 
plained  why:  "U.S.  computer  cc 
panies  are  reliant  on  intematio 
business  and  derive  a  substam 
portion  of  revenues  from  expo 
Because  of  the  rapid  pace  of  te 
nological  development,  the  ind 
try  is  capital  intensive.  Gro\ 
and  development  rely  heavily 
an  expanding  revenue  base.  1 
can  only  come  from  full  partici 
tion  in  established  and  develop 
global  markets.  Reliance  upon 
mestic  markets  is  not  enough. 

Yet  after  resisting  the  Brazil 
government's  demands  for  a 
cade,  de  Castro's  Data  General  is  selling  technology  foi 
Eclipse  supermini  to  Cobra,  the  ailing  government  ct 
puter  company.  Other  U.S.  computer  manufacturers 
following  suit. 

Hewlett-Packard,  in  Brazil  since  1967  with  a  wht 
owned  subsidiary  to  import  and  service  the  compai 
products,  has  just  shifted  its  business  into  partners 
with  Iochpe,  a  Brazilian  industrial  and  finance  group 
new  firm,  Tesis,  100%  Brazilian-owned,  will  make 
calculators  and  minicomputers  under  its  own  brand  na 
"Only  a  few  years  ago  HP  refused  to  enter  joint  ventu 
but  now  we  have  ones  going  in  Mexico,  China,  Brazil 
Korea,"  says  a  company  executive.  "In  the  past  we  1 
since  we  owned  the  technology,  why  share  the  prof 
Then  we  found  we  couldn't  get  into  those  foreign  marl 
any  other  way." 

Harvard  Professor  Emeritus  Raymond  Vernon,  a  vete 
analyst  of  international  business,  says  of  world  techno! 
markets:  "Except  for  highly  monopolistic  situations, 
buyer  has  a  big  advantage  over  the  seller.  Countries 
Brazil  and  India  can  control  the  flow  of  technology  aci 
their  borders  and  then  systematically  gain  by  buying  te 
nology  cheaply." 

Vemon  draws  an  ominous  parallel:  "A  century  ago 
multinationals  were  in  plantation  agriculture  and  elec 
power.  Now  they're  all  gone  because  their  technology 
management  skills  were  absorbed  by  local  peoples.  ' 
same  thing  is  happening  in  other  fields  today,  incluc 
computers." 

This  is  why  it  makes  little  difference  whether  the  dc 
is  cheap  or  dear.  In  this  mighty  clash  between  national 
and  free  trade,  nationalism  seems  to  be  winning.  Wl 
does  this  leave  the  U.S.  dream  of  becoming  high-tech 


tries  want  to  avoid  a  showdown,  so  they  keep  talking.  And    ogy  supplier  to  the  world?  Rudely  shattered. 
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As  I  See  It 


Are  American  managements  too  frequent- 
ly naive  when  entering  into  partnerships 
with  Japanese  companies? 

Use  a 
long  spoon 


By  Marc  Beauchamp 

H1  ere's  bad  news  for  Americans 
who  think  that  joining  in  part- 
i  nerships  with  Japanese  firms 
is  easier  than  trying  to  compete  di- 
rectly with  the  Japanese:  The  ulti- 
mate aim  of  many  Japanese  compa- 
nies in  partnerships  with  U.S.  and  Eu- 
ropean firms  is  to  extract  a  partner's 
skills  and  technology,  then  reduce  the 
Western  partner  to  a  dependent  sta- 
tus, or  simply  break  away  and  com- 
pete against  the  former  partner. 

That  warning  comes  from  C.K.  Pra- 
halad,  an  Indian-born  professor  of  cor- 
porate strategy  at  the  University  of 
Michigan.  With  the  London  Business 
School's  Gary  Hamel  and  Yves  Doz  of 
INSEAD,  France's  prestigious  busi- 
ness school,  Prahalad  has  been  ana- 
lyzing eight  alliances  between  Japa- 
nese firms  and  companies  in  the  U.S. 
and  Europe. 

Interviewed  by  Forbes,  Prahalad 
says  he  believes  that  strategic  corpo- 
rate alliances  represent  the  fourth 
phase  in  Japan's  quest  for  global  eco- 
nomic power.  "In  the  1960s,"  he  says, 
"the  first  phase  was  low  wages.  Then, 
in  the  early  1970s,  the  Japanese  in- 
vested in  automation,  quality  control, 
suppliers  and  vendors.  Starting  in 
1975  they  invested  in  distribution  and 
brand  recognition  worldwide.  Alli- 
ances among  competitors  is  the 
fourth  stage  in  building  advantages. 

"Look  at  NEC,"  continues  Praha- 
lad, referring  to  the  huge  Japanese 
electronics  firm.  "In  the  1960s  NEC 
licensed  high-level  technology.  In 
1985  it  bought  Honeywell  Informa- 
tion Systems  in  Japan.  In  1986,  for  all 
iractical  purposes,  it's  taking  over 
Honeywell's  computer  business."  Or 
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University  of  Michigan's  Prahalad 
"Who  has  the  whip?" 


take  Honda  and  British  Leyland. 
Through  that  partnership,  Honda 
tapped  Rover's  knowledge  of  building 
large  sedans.  Similarly,  Komatsu  used 
agreements  with  Cummins  to  learn 
diesel  engine  technology. 

But  isn't  specialization,  Adam 
Smith's  division  of  labor,  a  positive- 
sum  game  in  which  everyone  comes 
out  ahead?  It  can  be  that,  Prahalad 
agrees,  or  it  can  be  cunning  impover- 
ishment of  one  partner  by  the  other. 

Consider  Fujitsu,  which  has  set  up  a 
network  of  strategic  alliances  with 
the  likes  of  GTE  (telecommunica- 
tions), Texas  Instruments  (chips), 
Amdahl  and  Siemens  (computers), 
and  Datapoint  (product  development, 
distribution).  "Fujitsu,"  Prahalad  con- 
tends, "is  soaking  up  the  the  knowl- 
edge of  a  large  number  of  players  in 


the  communications  and  compi 
industry." 

But,  we  ask,  can't  U.S.  partners 
cunning,  too?  Prahalad  replies:  Int 
ory,  yes,  but  in  practice  the  Japani 
seem  to  take  the  game  more  scric 
ly — which  is  as  much  our  fault, 
course,  as  theirs.  "Look  at  how  mj 
Westerners  speak  Japanese  compai 
to  how  many  Japanese  speak 
glish,"  says  Prahalad.  "And  see 
number  of  tunnels  they  dig  into 
other  people's  organizations.  We 
always  amazed  when  [the  Japane 
send  25  people  to  visit  a  joint  venti 
partner  here,  and  we  take  pridei 
saying  we  sent  2  people." 

Not  only  do  the  Japanese  (and,  s| 
Prahalad,  the  Koreans)  burrow  bet 
they  are  better  borrowers.  Praha 
points  to  Korea's  Samsung,  which] 
rapidly  pushed  into  256K  mem 
chips:  "In  three  years  they  get 
plant  up  and  going  and  now  they  h. 
a  good  share  of  the  world  marl 
Then  you  ask  yourself,  how  long ! 
it  taken  our  companies  to  understs 
just-in-time  inventory  managemej 
You  could  say  the  Japanese  or 
Koreans  have  the  mentality  of  a  gc 
pupil  and  we  seem  to  have  the  mi 
tality  of  a  teacher. 

"A  lot  of  companies  are  saying, ' 
will  do  the  designing  and  marketi 
provide  the  intellectual  capital,  ; 
let  them  do  all  the  dirty  work,'  "  I 
halad  says.  "After  some  time,  how 
er,  you  cannot  be  a  good  designer  o 
product  if  you  do  not  have  a  gc 
manufacturing  sense." 

What's  to  be  done?  Prahal 
"We're  not  saying  all  alliances  w 
the  Japanese  are  wrong.  All  we're  s 
ing  is,  don't  lull  yourself  into  beli 
ing  that  all  partners  share  eqj 
power."  Prahalad  suggests  that  We 
erners  ought  to  think  of  these  de 
not  as  "strategic  alliances"  but 
"competitive  collaboration."  He 
plains:  "That  would  alert  the  resl 
the  organization  to  what  they  sho 
protect  and  how  they  should  relate 
the  partner." 

Another  suggestion:  Don't  let  y 
partner  encroach  on  your  core  te 
nology  and  skills.  Aerospace  indus 
partnerships,  for  example,  oper 
with  very  tight  control  on  technolt 
transfer.  Prahalad  thinks  that's  sm. 
"If  we're  not  careful,"  he  concluc 
"Japanese  companies  will  build 
ever  more  complex  competency  b 
and  Western  companies  will  surr 
der  ever  more  control  over  their  o 
competitiveness.  We  need  to  i 
what  is  the  underlying  nature  of  th 
alliances.  Who  has  the  whip?" 

As  they  used  to  say:  When  supp 
with  the  devil,  use  a  long  spoon.  I 
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As  if  U.S.  businessmen  don't  have  enough 
trouble  competing  with  foreign  compa- 
nies. Now  a  new  treaty  would  give  foreign 
tax  agents  unprecedented  access  to  some 
of  their  deepest  secrets. 


Tax  deform 


By  Burr  Leonard 


F|  rom  the  government's  per- 
spective, this  could  become  a 
prosecutor's  dream,"  predicts 
Marvin  Pickholz,  former  chairman  of 
the  American  Bar  Association's 
white-collar-crime  committee.  And 
from  the  citizen's  perspective?  "A 
nightmare." 

Pickholz  is  talking  about  a  treaty 
that  would  link  together  the  tax  au- 
thorities of  up  to  28  nations.  Formally 
known  as  "the  multilateral  conven- 
tion on  mutual  administrative  assis- 
tance in  tax  matters,"  the  proposed 
treaty  will  come  up  for  vote  in 
the  Organization  for  Economic 
Cooperation  &  Development  as 
early  as  January  1987.  If  passed,  j 
it  goes  on  to  the  governments  of  \  \ 
member  states  for  ratification.  \ 
Approval  by  Congress  is  consid- 
ered likely. 

The  treaty  would  grant  tax  agents 
in  Western  Europe,  Canada,  Japan, 
Australia,  New  Zealand  and  the  U.S. 
unprecedented  access  to  the  files  of 
other  nations'  corporate  and  individ- 
ual taxpayers.  Agents  could  pass  in- 
formation about  a  taxpayer  among 
themselves,  without  informing  him 
that  he  was  under  investigation. 

The  agreement  also  provides  that 
Country  A's  tax  authority  can  confis- 
cate property  owned  by  Country  B's 
taxpayer,  even  if  Country  B's  claim 
against  the  taxpayer  is  still  being  con- 
tested. Another  potentially  dangerous 
provision  in  the  treaty  is  that  one 
country's  tax  records  may  be  used  in 
another  country's  criminal  courts. 
European  taxpayers  have  dubbed  the 
agreement  Interfipol,  as  in  Interpol, 
the  Paris-based  international  police 
organization. 

As  you  might  expect,  the  treaty  is 
being  pushed  by  the  high-tax  Scandi- 


Chis  B  Sbcknnn 


«1§P 

navian  countries  and  France.  As  you 
might  not  expect,  the  U.S.  Treasury  is 
also  a  supporter.  Faced  with  crushing 
deficits,  the  Administration  apparent- 
ly thinks  this  is  a  propitious  time  to 
maximize  the  take  from  the  sophisti- 
cated multinational  taxpayers  who 
use  the  divergent  international  tax 
regulations  to  minimize  their  bills. 

"We  have  the  most  active  multina- 
tionals in  the  world,"  says  an  Admin- 
istration official,  who  asks  rhetorical- 
ly: "Will  we  be  better  able  to  deter- 
mine the  amount  of  taxes  the 
companies  owe  with,  or  without, 
more  complete  information?" 

What's  wrong  with  better  informa- 
tion— especially  if  it  strips  a  few  drug 
dealers  and  raiders  of  ill-gotten  gains? 
Per  se,  nothing  is  wrong  with  it.  But 
those  U.S.  corporate  tax  advisers  who 


have  turned  their  attention  to 
treaty  (many  of  their  colleagues 
buried  in  tax  reform  matters)  fi 
the  treaty  is  going  to  make  life  m 
able  not  for  drug  dealers  but  foi 
tax  advisers'  big  corporate  clii 
They're  probably  right. 

The  tax  lawyers  fear  that  witho 
legal  basis,  differences  in  count 
tax  laws  cannot  be  resolved  sii 
"by  mutual  agreement,"  as  the  tt 
promises.  Consider  the  U.S. 
Court  decision  in  1984  (an  apprj 
ate  year)  involving  conductor  Pi 
Boulez.  After  cutting  an  album  I 
U.S.  record  company  while  he  vu 
resident  of  Germany,  Boulez  rece 
a  percentage  of  the  proceeds  from) 
ord  sales.  German  tax  agents  cj 
these  payments  "royalties"  that  I 
taxable  only  to  Germany  unda 
existing  tax  agreement.  The  II 
nal  Revenue  Service  called 
payments  "income  for  pers 
services,"  taxable  in  the 
Eventually  Boulez  lost, 
both  countries  taxed  hirj 
the  same  income. 
Steven  Oppenheim,  of  ii 
national  tax  accountants  Op 
'heim,  Appel,  Dixon  &  Co.,  is  e 
cially  worried  about  transfer  prifl 
the  legal  means  by  which  n 
multinational  corporate  taxpa 
lower  taxes  by  maximizing  j 
profits  they  make  in  low-tax  a 
tries.  Oppenheim  worries  that  I 
tax  nations  might  try  to  charge  s 
taxpayers  with  tax  evasion.  Ino 
the  treaty  does  not,  as  the  U.S 
code  does,  make  a  distinction! 
tween  tax  evasion  and  tax  avoidal 
Agrees  Richard  Hammer,  dirfl 
of  international  tax  services  at  1 
Waterhouse  and  an  adviser  to) 
OECD:  "If  this  treaty  goes  into  ef 
you  can  bet  that  Europe  will  use 
information  to  bully"  multinatii 
corporations. 

U.S.  multinationals  also  fear 
potential  for  improper  disclosun 
their  trade  secrets.  "We  routinely 
vide  sensitive  information  to  the1 
but  our  business  secrets  aren't  of 
importance,"  explains  an  Exxon 
lawyer.  "But  what  about  some  1 
ness  whose  secrets  are  vital  to  its  < 
tence?  A  breach  could  mean  com| 
loss  of  a  market."  Americans 
deal  with  the  chauvinistic  Europ 
know  how  close  can  be  the  relal 
ship  between  politicians  and  I 
nessmen  when  foreign  competitii 
at  stake. 

Would  it  not  be  ironic  if  raj 
revenues  to  reduce  the  federal  de 
were  to  result  in  weakening  U.S.  c 
petitiveness  and  thus  raising  the  t 
deficit?  ■ 


Perfect  fit* 


I 


|ie  powerful  landy®  3000  HL  is  now  available 
iith  a  20  MB  Disk  Cartridge  System...built  in. 


k  hot  new  Tandy  3000  HL 

terything  going  for  it.  The 
286  technology.  High- 

!l  performance.  And  a  front- 
expansion  bay  that's 

-made  for  a  5lU"  disk  car- 

e  system. 

lat  is  a  disk  cartridge  sys- 
It's  like  a  hard  disk,  in  that 
;es  20  million  bytes  of  data, 
ever,  the  disk  is  removable. 
So  you 

can  take  your 
data  with 
you — or  keep 
it  safe  and  se- 
cure in  a 
locked  drawer. 


P 


Unlike  a  hard  disk,  the  sys- 
tem's innovative  "Bernoulli"  de- 
sign dramatically  reduces  the 
chance  of  a  head  crash.  And  be- 
cause you  can  add  disk  car- 
tridges, you'll  never  have  to  run 
out  of  storage. 

Now  about  the  "engine.''  The 
Tandy  3000  HL  packs  a  half  meg 
of  RAM,  and  is  expandable  to  4 
megabytes.  Seven  expansion 
slots  let  you  grow  as  you  go. 

You  can  use  the  same  MS- 
DOS®  software  as  an  IBM®  PC/ 
XT-286.  (Both  use  a  16-bit 
80286  microprocessor,  but  the 
HLs  operates  at  8  MHz  V5.  onlv 
6  MHz  for  IBM's.) 

The  Tandy  3000  HL  sells  for 
$1699.  You  can  install  the  20 
MB  Disk  Cartridge  System  your- 
self for  $1799.  Expand  with'20 
MB  of  additional  storage  just  by 
adding  an  $89.95  cartridge! 


And  here's  the  kicker:  you  can 
outfit  the  Tandy  3000  HL  with  a 
20  MB  Disk  Cartridge  System 
for  less  than  you'd  pav  for  the 
IBM  PC/XT-286  with 'its  conven- 
tional 20  MB  hard  disk  drive. 

Come  in  today.  We'll  custom- 
tailor  a  system  to  fit  your  compa- 
ny's needs  .  .  .  perfectly. 


Send  me  an  RSC-17  Computer  catalog 

Mail  to:  Radio  Shack,  Dept.  87-A-1081 
300  One  Tandy  Center,  Fort  Worth,  Texas  76102 


Name . 


Company . 
Address  _ 
City  


Stale  . 


.  ZIP . 


Phone . 


1  Y  COMPUTERS:  In  Business  ...  for  Business 


Radio  /hack 


/  at  Radio  Shack  Computer  Centers  and  participating  stores  and  dealers  Monitor  and 
bid  separately  IBM/Reg  TM  International  Business  Machines  Corp  MS-DOS/Reg 
|Dtt  Corp 


COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


Properties,  One  of  four  growth  potential  areas  for  C 

CSX  is  managing  new  forces  to  increase  shareholder 
value.  And  this  $12  billion  giant  is  building  its  strength  not  on 
Transportation,  Energy  and  Technology  but  also  in  Propertie 

The  creation  of  the  Properties  business  group  signals  c 
change  in  strategy  as  CSX  moves  to  capitalize  on  the  long-tei 
growth  prospects  of  its  real  estate  investments.  These  include 
mixed-use  realty  projects  as  Georgetown's  Washington  Hart* 
and  Richmond's  James  Center.  CSX  Properties  also  includes  s 


i  world's  premier  resorts,  such  as  West  Virginia's  legendary 
:  brier,  as  well  as  the  recently  acquired  Caneel  Bay  and 
•:  )ix  Bay  resorts  in  the  Caribbean,  and  the  Grand  Teton  visitor 
.  bs  in  Wyoming. 

With  a  Si  billion  inventory  of  real  estate  holdings,  geographical 
J  try  and  experienced  management,  CSX  Properties  is  on  solid 

d.  For  more  information  on  the  new  growth  potential  of  CSX, 
i  Corporate  Communications,  PO.  Box  C-32222,  Dept.  B-4E, 
)  iond,VA  23261. 


CSX 

Properties 
Transportation 
Energy 
Technology 


The  slogan  'get  the  government  off  our 
backs"  has  a  corollary: privatization. 


"Government  is  on 
the  defensive" 


By  John  Heins 

How  many  times  have  you 
heard  this  catechism,  or  read  it 
in  your  kids'  economic  texts: 
The  market  is  great  at  supplying 
things  like  cars  and  steel  plants.  But 
only  government  can  effectively  pro- 
vide education,  roads,  water  treat- 
ment plants,  justice,  air  safety  and  a 
host  of  other  "public  goods." 

The  catechism  wears  thin  these 
days — the  roads  are  too  often  pot- 
holed,  the  schools  don't  teach,  the 
police  don't  police. 

An  ungainly  word  rears  its  head: 
privatization.  Let  free  enterprise  do  it. 

Surely,  Adam  Smith  was  right: 
There  are  some  things  that  only  a 
government  can  do.  But  there  are  few- 
er such  things  than  people  thought 
there  were  until  recently. 

Last  summer  a  private  Colorado 
Springs  group  said  it  hopes  to  build 
and  own  a  200-mile,  $500  million, 
four-lane  toll  road  from  Fort  Collins 
to  Pueblo,  in  eastern  Colorado.  It 
would  feature  automated  toll  booths 
that  accept  credit  cards  and — if  the 
state  allows — an  80mph  speed  limit. 

In  Farmington,  N.M.,  Barton  ATC, 
Inc.  runs  the  airport's  control  tower 
under  contract  with  the  city  and  the 
Federal  Aviation  Administration, 
which  is  about  to  take  bids  on  con- 
tracts for  another  120  or  so  airports. 

Fast-growing  Chandler,  Ariz,  buys 
wastewater  treatment  services  from  a 
new  $22  million  treatment  plant  built 
and  owned  by  Parsons  Corp. 

In  Peoria,  111.,  Build-A-Bridge 
founder  Jerry  Janssen  wants  to  finance 
and  build  bridges  and  lease  them  back 
to  financially  strapped  counties. 

Nashville's  Corrections  Corp.  of 
America  builds  and  operates  prisons 
and  other  correctional  facilities,  an 
area  in  which  General  Electric's  RCA 


Corp.  wants  to  expand. 

Only  last  month  it  was  announced 
that  Municipal  Development  Corp., 
one  of  New  York  financier  James 
Lowrey's  public  companies  (Forbes, 
Nov.  21,  1983),  wants  to  finance,  build 
and  own  a  10-mile,  $35  million  road 
to  ease  access  to  Washington's  Dulles 
Airport  from  Loudoun  County,  Va. 

Small  starts,  but  significant.  "Gov- 
ernment, generally  speaking,  is  on  the 
defensive,"  says  Richard  Musgrave, 
professor  emeritus  of  political  econo- 
my at  Harvard  and  the  dean  of  Ameri- 
can public  finance  theory.  "There  are 
good  reasons  government  should  see 
to  it  that  services  are  provided — gar- 
bage pickup  and  road  construction, 
say — but  there  is  no  logical  reason 
government  must  do  it  itself." 

Musgrave's  is  not  a  lonely  voice. 
Witness  the  Nobel  prizes  in  econom- 
ics to  Milton  Friedman,  Friedrich  von 
Hayek  and  James  Buchanan,  all  of 
whom  argue  for  greater  market  influ- 
ence in  the  public  sector.  Says  Elinor 
Ostrom,  professor  of  public  science  at 
Indiana  University:  "Promise  after 
promise  that  a  powerful  public  sector 
will  cause  problems  to  disappear  have 
not  been  kept.  Look  at  poverty.  At 
unemployment.  At  the  problems  with 
education." 

There  are  really  two  kinds  of  privat- 
ization, one  familiar,  one  less  so.  The 
familiar  variety  involves  politicians' 
buying  services  from  the  private  sec- 
tor, usually  to  get  better  services  for 
less  money.  Thus,  Kansas  City,  Mo. 
contracts  with  Wackenhut  Corp.  for 
fire  protection  and  rescue  service  at 
Kansas  City  International  Airport, 
cutting  costs  by  55%.  Los  Angeles 
County  saves  21%  ($1.7  million)  a 
year  by  hiring  a  private  firm  to  supply 
food  services  at  its  University  of 
Southern  California  Medical  Center. 
Chicago  halved  its  $30-per-trip  cost 


for  handicapped  transit  whet 
farmed  out  that  service  to  privaq 
erators,  allowing  the  city  to  dq 
the  level  of  service  at  no  extra  cq 

There  are  thousands  of  such  ejj 
pies.  According  to  New  York's  Pr 
ization  Council,  state  and  local 1 
ernments  alone  spent  $100  bil 
last  year,  up  from  $27  billion  in  II 
to  buy  services  from  the  privatej 
tor.  The  Council  estimates  this  J 
billion  industry  is  growing  at  lfl 
year — which  may  be  conserve 
given  an  estimate  by  the  Natil 
Center  for  Policy  Analysis,  a  D 
think  tank,  that  most  cities  coulq 
their  budgets  50%  by  aggressive 
tracting  to  private  firms. 

The  less  familiar  kind  of  priva| 
tion  is  in  many  respects  more  ii 
esting.  This  involves  supply  of  eq 
capital  rather  than  simply  the  sui 
of  services.  A  private  firm  owns 
operates  the  Detroit-Windsor  Tui| 
which  links  Detroit  with  Ontl 
Private  companies  also  build  and 
roads,  bridges,  municipal  buses,  w 
treatment  plants,  and  garbage  coi 
tion  and  disposal  facilities. 

Is  history  repeating?  In  17941) 
country's  first  planned  and  e 
neered  road  was  opened  between  1 
adelphia  and  Lancaster,  Pa.,  less  i 
125  miles  from  Loudoun  County 
Around  62  miles  long,  it  was  builj 
cost  of  $465,000  by  private  busiil 
men  who  recouped  their  investrj 
from  road  tolls.  Private  firms  ov 
and  operated  much  of  New  Yorl 
ty's  subway  system  (some  of  wl 
remained  in  private  hands  until  1! 
and,  of  course,  built  the  railroads! 

But  there  were  abuses,  and  it  nil 
many  people  the  wrong  way  that 
vate  individuals  should  profit  1 
supplying  essential  services.  The; 
tics  of  envy  was  born,  and  it  callei 
nationalization  and  municipal 
tion.  Voters  flocked  toward  refon 
like  Robert  La  Follette  and  his 
gressives,  who  began  regulating 
roads  and  taxing  corporations  to  fe 
public  assets.  The  1930s  Depres 
and  the  New  Deal  took  the  proc« 
step  further.  Misunderstanding 
nature  of  profit,  people  came  to  tl 
that  the  state  could  do  things  i 
cheaply  because  it  could  opd 
without  making  profits. 

The  pendulum  may  be  swim 
again.  Two  forces  are  at  work.  Oi 
growing  dissatisfaction  with  what 
politicians  produce.  The  other  is 
drying  up  of  public  revenue  and 
rowing  sources.  Survey  results 
leased  in  June  by  the  National  Le; 
of  Cities  showed  that  56%  of  the 
cities  surveyed  expected  an  opera 
loss  this  year,  more  than  double 


percentage  in  1984.  If  Congress  is  seri- 
ous about  eliminating  the  federal  defi- 
cit by  1991,  aid  to  state  and  local 
governments  will  have  to  be  cut 
sharply.  General  revenue  sharing 
funds,  $6.8  billion  in  1980,  ended  in 
September,  and  urban  mass  transpor- 
tation and  environmental  control  aid 
will  continue  to  fall. 

Tax  hikes?  Walter  Mondale  may  go 
down  as  the  last  politician  in  this 
century  to  dare  advocate  that  public- 
ly. Remember  Walter  Mondale? 

More  bond  issues?  Tax  reform  lim- 


its local  governments'  tax-free  financ- 
ing, and  makes  municipal  bonds  rela- 
tively less  attractive.  Besides,  many 
local  governmental  units  lack  the 
credit  ratings  that  would  make  fi- 
nancing something  like  a  new  water- 
treatment  plant  feasible.  Thus  can 
politicians  maximize  their  own  self- 
interest  as  well  as  the  voters'  by  turn- 
ing to  private  capital  for  public  goods. 

"It  makes  sense  for  two  reasons," 
says  John  Kuhns,  chief  executive  of 
Catalyst  Energy  Development  Corp., 
which  finances,  owns  and  operates 


energy  facilities,  often  in  partnership! 
with  local  governmental  units 
(Forbes,  June  16).  "First,  because  they! 
[the  political  entities]  don't  want  the 
headaches  of  owning  and  operating] 
say,  a  complex  waste-to-energy  plantj 
And  second,  because  they  don't  havq 
to  come  up  with  the  capital  to  build 
the  asset  now:  They  can  essentially 
lease  the  asset  and  finance  it  on  a  pay-^ 
as-you-go  basis." 

In  effect,  Kuhns  and  other  entrepre-) 
neurs  active  in  privatizing  public 
goods  approach  the  job  as  if  they  wera 


LBOing  the  federal  payroll 


There  has  been  talk  lately  that  the  U.S.  Postal  Ser- 
vice, the  Federal  Housing  Administration,  the  Vet- 
erans Administration  hospital  system  and  the  federal 
power  marketing  administrations  might  be  better  sent 
off  into  the  private  sector.  But  Conrail  aside,  this  is 
mostly  talk  so  far  as  Washington,  D.C.  is  concerned. 
When  it  comes  to  actually  privatizing  public  goods  and 
services,  says  Constance  Horner, "The  states  and  local- 
ities are  way  ahead  of  the  federal  government."  As 
director  of  the  Office  of  Personnel  Management,  Horner 
oversees  the  federal  government's  $60  billion  payroll 
and  advises  the  President  on  personnel  policy. 

Horner  wants  to  see  the  federal  government  do  some 
catching  up.  She  says  that  there  are  about  600,000 
federal  jobs — in  data  processing,  laundry,  loan  process- 
ing and  vehicle  maintenance,  to  name  a  few — that  are 
"purely  commercial  in  nature." 

Horner  would  like  to  eliminate  these  federal  jobs  and 
hire  out  the  services  privately,  at  a  net  savings,  she  says, 
of  around  $4  billion  a  year.  As  a  step  in  that  direction,  in 
August  Horner  unveiled  her  Federal  Employee  Direct 
Coiporate  Ownership  Opportunity  Plan — how's  that 
for  the  perfect  Washingtonspeak  title? 
Under  Fed  Co-op,  which  remains  under  study 
roughout  the  Reagan  Administration,  separate  com- 


panies would  be  created  by  private  firms  to  undertake 
many  services  now  provided  by  public  employees.  Fed 
Co-op's  unique  twist:  While  controlling  interests  in  the 
new  firms  would  be  given  to  the  highest  private  bidder, 
the  firms  would  be  required  to  offer  jobs  to  displaced 
federal  workers  and  offer  them  equity  interests  of  up  to 
49%.  One  possibility  is  that  federal  employees  could 
form  the  companies  themselves,  thus  engineering  a 
kind  of  leveraged  buyout  of  their  old  jobs. 

As  an  incentive,  the  private  firms  would  receive 
three-year  sweetheart  contracts,  at  the  government's 
current  cost  to  perform  the  service.  Since  private  firms 
usually  can  do  the  work  more  cheaply,  they  would  thus 
lock  in  a  hefty  profit  for  the  first  three  years.  Taxpayer 
savings  start  at  the  end  of  three  years,  when  contracts 
would  go  up  for  full  competitive  bid.  By  then,  well-run 
employee  companies  should  enjoy  a  decided  advantage. 

A  clever  idea.  But  don't  hold  your  breath  for  Fed  Co- 
op. Among  the  institutional  barriers  are  laws  proscrib- 
ing various  levels  of  federal  government  from  contract- 
ing out  services.  Veterans  Administration  hospitals,  to 
take  but  one  archaic  example,  cannot  by  law  contract 
out  custodial  services.  So  the  obstacles  remain,  but  we 
have  to  start  somewhere — that  or  face  rising  deficits  as 
well  as  deteriorating  services. — J.H. 


al  estate  developers.  Line  up  a  long- 
!rm  customer  (the  governmental 
Ait)  for  the  asset's  services  (waste 
disposal,  say,  at  a  garbage  plant),  put 
I  some  risk  capital,  and  then  finance 
lie  balance  of  the  asset's  construction 
id  maintenance  partly  on  the  back  of 
flat  long-term  contract, 
fin  Yolo  County,  Calif.,  for  example, 
lie  local  flood  control  district  was 
^lasting  potential  energy  every  time  it 
ivvered  its  reservoir:  The  district 
liuldn't  afford  a  $7  million  hydro- 
ifectric  plant  to  convert  the  energy 
tfcto  electricity.  In  1982  the  district 
ilowed  Catalyst  Energy  to  supply  the 
aant.  Catalyst  put  up  $2  million  in 
•luity,  borrowed  $5  million  and 
fcned  a  30-year  purchase  agreement 
Ith  Pacific  Gas  &  Electric  to  take 
|e  power.  The  terms  allow  Catalyst 
amortize  the  debt,  earn  a  handsome 
Iturn  on  its  equity  and  pay  the  flood 
introl  district  a  royalty. 
iWhy  couldn't  Yolo  County  buy  its 
|vn  turbines?  Its  tax  base  is  too 
laall.  And,  notes  Robert  MacDonald, 
(atalyst  Energy's  chief  operating  offi- 
ir,  "A  $7  million  deal  with  $2  mil- 
\m  in  equity  will  beat  a  $7  million 
jial  with  no  equity  every  time." 
Another  good  example  is  Parsons' 
12  million  wastewater  treatment 
pant  in  Chandler,  Ariz.  Environmen- 
|l  Protection  Agency  money  for  such 
jants  has  slowed  in  recent  years,  but 
(handler  (pop.  76,000)  was  growing 
It  fast  it  needed  a  new  plant  in  order 
i  meet  federal  clean  water  regula- 
bns.  Parsons  built  and  now  operates 
he  plant  at  its  own  financial  risk.  In 
;tum,  Chandler's  town  council  con- 
iacted  for  service  with  Parsons  for  25 
lears,  saving  around  $1  million  a  year 
om  the  arrangement.  A  similar  Par- 
ens plant  in  nearby  Gilbert,  Ariz,  just 
arted  operation. 

Garbage-to-energy  plants  are  anoth- 
I  big  growth  area.  Landfills  in  the 
lortheast  and  Florida  are  reaching  ca- 
lcity,  so  local  governments  are  look- 
ing to  private  firms  to  finance  and 
liild  the  plants.  Waste  Management, 
.a,  for  example,  in  concert  with 
iorrison  Knudsen  Corp.,  will  soon 
i;gin  construction  on  a  $166  million 
ant  for  Broward  County,  Fla.  that 
.  ill  generate  58,000  kilowatts  of  elec- 
icity  while  burning  2,200  tons  of 
lirbage  a  day.  Other  active  builders 
kclude  Parsons,  Ogden  Corp.  and  Al- 
:ed-Signal  Inc.  Big  investors,  includ- 
tg  General  Electric  Credit,  Equitable 
life  and  most  big  investment  banks, 
re  looking  agressively  to  finance  the 
lants,  which  contract  services  to  lo- 
ll utilities  and  governments. 
The  trend  is  clear.  What  is  unclear 
how  far  it  can  go.  Catalyst  Energy's 


There's  a  new  name  for  global 
investment  banking  that  already  has 
330  offices  in  17countries. 


Vanguard  minimizes  taxes,  maximizes  safety. 


INSURED  MUNICIPAL 
BOND  FUND: TAX- FREE  INCOME, 
TRIPLE-A  RATING. 

Now  you  don't  need  to  pay  a  sales 
commission  to  get  the  safety  and  high 
yields  offered  by  a  portfolio  of  insured 
municipal  bonds.  Because  Vanguard  has 
added  the  Insured  Long-Term  Portfolio 
—a  tax-free  bond  fund  that's  both 
insured  and  no-load. 

The  Portfolio  invests  in  insured 
long-term  municipal  bonds.  Such  bonds 
are  rated  AAA.  So  there's  potential  for 
high  tax-free*  yields  plus  a  guarantee  of 
timely  payment  of  principal  and  interest 
The  insurance  coverage,  which  is 
explained  fully  in  the  prospectus,  does 
not  protect  the  share  price  against  nor- 
mal market  fluctuations  caused  by 
changes  in  long-term  interest  rates. 

Other  features  include: 

•  Unlimited  free  checkwriting  for  $250 
or  more. 

•  Toll-free  exchange  and  redemption  at 
the  then-current  net  asset  value. 

•  Minimum  initial  investment  of  $3,000. 

•Income  is  100%  free  from  Federal  income  tax  but  may  be 
subject  to  state  and  local  taxes. 


Call  1-800-662  SHIP 

Ask  for  our  free  Insured  Long-Term 
Portfolio  Information  Kit.  Or  send  the 
coupon  below. 

In  Philadelphia,  visit  our  Invest- 
ment Center  at  1528  Walnut  Street. 

^""vanguard  Insured  Long-Term  Portfolio"" ^ 
Investor  Information  Dept.  58 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  Insured  Long-Term 
Portfolio  Information  Kit,  including  a  prospec- 
tus which  I  may  read  before  I  invest  or  send 
money.  I  understand  that  it  contains  complete 
information  on  advisory  fees,  distribution 
charges  and  other  expenses.  Also  send  infor- 
mation on  □  IRA  (71)  □  Keogh/Pension(70). 

Name  


Address - 
City  


State  Zip  - 


FBV6-349 
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"I  want  to  buy 
a  home. 

home,  just  a  home.  A  home 
with  hardwood  floors, 
high  ceilings,  a  home  I 
can  spend  the  next  25  years 
remodeling.  And  I'm  buying 
it  soon  —  eieniflhaie 
to  eat  peanut  butter  sand- 
wiches for  the  next  year. " 

Owning  a  home  It's  been  an 
American  dream  for  200  vears. 

It's  an  obsession  that  neither  in 
flation.  deflation,  sky-high  interest 
rates  nor  recession  can  dampen 

Our  continuing  commitment 
to  provide  Americans  with  affordabli 
mortgages  is  one  reason  why  60% 
of  all  .Americans  today  do  own  theii 
own  homes,  why  for  them  the 
dream  has  been  realized. 

And  why  also  in  the  last  ten  year! 
we've  originated  over  S20  billion 
in  mortgage  loans,  why  revenues, 
net  income  and  dividends  have  mon 
than  doubled  in  the  last  five  years. 

And  why  L&N  has  not  once 
missed  or  reduced  a  single  quarterly 
dividend  since  our  first  one  in  191 

As  long  as  Americans  dream  of 
owning  their  own  home.  Lomas  & 
Nettleton  will  be  there  to  make  their 
dreams  come  true. 


Lonias  8c  Nettleton 

The  nation 's  premier 
mortgage  banking  institution. 


4500  College  Blvd.  Suite  102 
Overland  Park.  Kansas  66211  915  491-3211 
For  more  information  contact:  Jeff  McCalmo 
N  ice  President  and  Branch  Manager 


iih/Gamma  Liaison 


V  owned  Detroit-Windsor  Tunnel 
vate  equity  capital,  public  good. 


ihns  says  building  and  operating 
riij  isons,  for  example,  may  look  like 
e  hotel  business,  but  "there  are 
me  heavy  issues  involved — like 
hat  happens  if  you  let  someone 
ose  and  he  does  some  damage?" 
This  may  help  explain  why  the  pro- 
>ectus  for  Corrections  Corp.  of 
merica's  October  initial  public  of- 
ring  showed  a  net  loss  of  $5.9  mil- 
Dn  on  revenues  of  $16  million  since 
>83.  RCA  has  been  rying  to  expand 
the  corrections  area,  and  now  runs 
venile  detention  centers  in  three 
yi  jates.  But  thanks  to  strict  bidding 
•ocesses  and  regulation,  "It's  the 
west  profit  margin  business  we 
ive,"  says  RCA  Government  Ser- 
ces  Vice  President  William  Russell. 
Another  risk,  counsels  Kuhns:  "It's 
isy  for  these  politicians  to  say  some- 
i  here  down  the  road,  'These  Wall 
l:reet  hide-binders  are  making  too 
uch  money.'  "  Harvard's  Musgrave 
ams  a  prolonged  recession  could  put 
wernment  "on  the  offensive"  again. 
The  important  thing  to  remember 
this:  The  growth  of  big,  all-provid- 
ig  government  is  a  recent  phenome- 
m,  dating  back  no  further  than  the 
te  19th  century  and  in  most  cases 
/en  more  recent  than  that.  It  is  not 
nmutable.  If  this  society  is  to  con- 
nue  to  prosper,  it  will  have  to  har- 
ass individual  drive  and  initiative  to 
;  many  tasks  as  possible.  If  some  of 
lese  are  tasks  now  generally  per- 
irmed  by  government,  it  is  no  betray- 
of  democracy  to  turn  them  over  to 
le  private  folks.  The  politics  of  envy 
lay  win  votes,  but  it  is  useless  in 
roviding  services.  ■ 


There's  a  new  name  for  swaps  and 
Eurobond  leadership  that  already  has  done 
$14  billion  in  less  than  ayear. 


It's  a  great  conversation  piece. 

Unlike  most  phones,  the  new  Toshiba  was  designed  to  call  attention 
to  itself.  And  listen  to  all  the  features  it  has.  One-touch  memory.  Automatic 
redial.On-hook  dialing.  Even  a  full  year  warranty.  TrTnT^TtSSSr 
Bring  one  home.  And  don't  be  surprised  if  it       TOSH  I  '3  A 

gets  more  attention  than  you  do.  Amw«.  w . m  ^> v^.  wtwo 


If  dealster  Asher  Edelman  is  so  smart,  why 
did  he  sell  MAI  Basic  Four,  Inc.  for  half 
what  it  is  now  worth? 


Sorry,  Asher 


By  John  Heins 


If  you  believed  Asher,"  muses 
Fred  Anderson,  chief  financial  of- 
ficer of  Tustin,  Calif. 's  MAI  Basic 
Four,  Inc.,  "we  weren't  going  to  last 
three  months." 
In  1984  New  York  dealster  Asher 


Edelman,  after  acquiring  12%  of  its 
stock,  took  control  of  what  was  then 
MAI  Basic's  parent,  Management  As- 
sistance Inc.  He  then  set  about  carv- 
ing up  the  company  into  salable 
pieces. 

One  of  the  less  tempting  morsels 
was  ailing  Basic  Four  Information 


Systems,  the  business  computer  si 
sidiary.  The  division  had  lost  mon 
for  four  years  straight  and  seemed  sa 
died  with  outdated  technology  and 
unfocused  marketing  strategy.  Ed 
man  gladly  handed  the  runt  to  : 
management  and  New  York  City  i 
vestor  Bennett  LeBow  in  a  leverag 
buyout  worth  $101  million.  Edelm 
counted  himself  lucky. 

In  fact,  Edelman  had  outsmart 
himself.  Less  than  two  years  later  t 
company  has  a  total  market  value 
twice  what  he  sold  it  for.  And  sevej 
MAI  Basic  executives  have  becorj 
millionaires  on  stock  bought  at  $1 
$2  a  share  that,  after  an  initial  pub] 
offering  in  June,  recently  traded 
around  $13. 

Almost  immediately  after  buyi; 
MAI  Basic,  LeBow 's  group  sold  a  C 
nadian  subsidiary  to  Bell  Atlanl 
Corp.  for  $23  million  cash.  Workii 
capital  in  hand,  the  new  owners  { 
cused  on  strengths  that  had  escapi 
Edelman.  These  included  Basic  Fou| 
substantial  (and  relatively  captrt 
base  of  some  27,000  (now  up 
35,000)  Basic  Four  computer  users] 


MAI  Basic  Four's  William  Patton 

Wall  Street  raiders  buy  and  sell.  Good  managers  build. 


stribution  system  in  35  countries 
I  d  a  profitable  and  growing  overseas 

i  mputer  maintenance  business. 

To  exploit  these  advantages,  LeBow 
]jred  William  Patton,  a  computer 
marketing  man  who  spent  17  years  at 
■joneywell,  as  MAI  Basic  Four's  new 
:<  ief  executive.  Patton,  now  51,  was 
I  the  time  trying  to  revive  business 

ii  mputer  maker  CADO  Systems,  a 
[i yision  of  Continental  Telecom. 

i  Patton  did  just  about  what  you 
•  Duld  expect  of  the  head  of  a  highly 
ji/eraged  company  short  on  cash 
j  >w.  He  fired  two-thirds  of  the  firm's 
Ice  presidents.  He  cut  manufactur- 
er costs  by  buying  components  in 
..>ia  rather  than  having  them  made 
I  -house.  Now  more  than  50%  of 
:i,mponents  come  from  Japan,  Korea, 
:'uiwan  and  Singapore.  This  outsourc- 
:ig,  plus  some  just-in-time  inventory 
mntrol,  cut  his  inventory  costs  nearly 

in  the  past  year. 
■  Note  the  one  area  where  Patton  has 
i: fused  to  cut:  marketing.  Patton  in- 
cased the  size  of  his  direct  sales  staff 
:  %,  to  450.  And  he  plans  to  add 
mother  120  salespeople  next  year. 


There's  a  new  name  for  equity  research 
that  already  has  80  analysts  around  the  world 
coveringover 1,000 companies. 


McDonald's  created  fast  food- 
Federal  Express  perfected  overnight  delivery... 
Postal  Instant  Press  created  instant  printing... 

BANACOM  Creates  Instant  Signs... 

Almost  every  business  in  the  country  uses  signs  to  sell  their  products  or  ser- 
vices. Today,  Banacom  is  doing  for  the  sign  industry  what  instant  printers  did 
for  printing.  Banacom  has  established  over  190  independent  instant  sign  centers 
across  the  USA.  Now,  with  our  perfect  sign  system  you  can  provide  commercial- 
quality  promotional  signs  fast,  conveniently,  and  without  lifting  a  brush. 
The  Banacom  Business  Opportunity  offers  you  the  Banacom  Instant  Signmak- 
ing  System,  an  exclusive  territory,  full  company  assistance,  extensive  training 
in  both  manufacturing  and  marketing  techniques  by  professionals  experienced 
in  every  aspect  of  the  instant 
sign  business,  enough  inven- 
tory to  produce  miles  of  signs, 
merchandising  materials  and 
most  importantly,  an  opportunity 
to  become  part  of  the  World's 
Largest  Instant  Sign  Network. 
Total  investment  required 
$50,000... If  you  would  like  to 
know  more  about  the  Banacom 
Opportunity,  please  call: 

Fred  Martin 
714/476-8866 

BANACOM 

MANUFACTURING  &  MARKETING  INC. 


We  just  signed  up 
the  top  four  radio 
personalities 
in  the  U.S. 

WW 
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PAUL  HARVEY 

"           For  the  highest-rated 
B    program  in  all  of  net- 
work  radio.  Paul 
Harvey  News  at  8:30  a  m 
ET  Monday  to  Friday. 

PAUL  HARVEY 
^^^AW  For  the  2nd  highest- 
rated  program.  Paul 
^■^h  Harvey  News  at 
12:06  p.m.  ET 
Monday  to  Friday. 

#^Bt  PAUL  HARVEY 

"              For  the  3rd  highest- 
^Bk  rated  program. 
^k^^B  Paul  Harvey  News 
at  11:10  a.m.  ET 
Saturday 

jM-^    PAUL  HARVEY 
^yBj    For  the  4th  highest 
f^SL  rated  program  Pa. 

^^B^  ■ 

■    Story  3:06  p.m.  ET 
Monday  to  Friday 

Paul  Harvey,  often  referred  to  as  a  one-man  news  network,  has  just  signed  a  new  contract  with 
ABC  Radio  Network  which  lasts  until  1993 

Paul  Harvey  began  his  special  brand  of  news  and  commentary  for  ABC  Radio  Network  back  in 
1951,  and  has  been  a  landmark  here  ever  since. 

His  list  of  honors  and  awards  is  endless  His  unmistakable  voice  and  style  are  delivered  to  more 
than  1,290  great  radio  stations,  plus  an  additional  400  stations  of  American  Forces  Radio  around 
the  world. 

We're  proud  and  delighted  to  have  renewed  the  contract  of  The  Number  One  Radio 

Commentator  in  America. 
Thanks,  Paul. 


RADIO  NETWORKS 


*Source:  RADAR  33,  Spring  1986,  Persons  12+ ,  Network  audiences  to  Commercials  within  Programs.  Average  Per  Broadcast 


We're  in  a  maturing  industry/'  Pat- 
m  explains.  "Too  much  product,  but 
ot  enough  of  the  right  kind  of  disto- 
rtion, which  in  our  market  is  direct 
lies." 

Patton  aims  his  salespeople  at  eight 
:iajor  so-called  vertical  markets,  in- 
luding  retailing,  hotels,  apparel, 
lealth  care  and  manufacturing.  In  a 
eparture  from  MAI  Basic  Four's  past, 
inking  executives  now  spend  much 
f  their  time  on  the  road  visiting  cus- 
)mers  or  attending  company-spon- 
jred  parties  for  users  and  indepen- 
ent  software  writers. 

"The  management  philosophy  [be- 
>re]  was  that  our  products  were  so 
3od,  people  should  buy  them,"  says 
atton.  "It  doesn't  work  that  way." 

Isn't  a  worldwide  direct  sales  force 
ke  this  expensive?  Expensive,  yes, 
:ut  not  wasteful.  In  a  technology-sat- 

IThe  management 
philosophy  [before]  was 
mat  our  products 
here  so  good,  people 

Ihould  buy  them,"  says 
atton.  "It  doesn't  work 
^hat  way." 

[rated  world,  where  there  is  little 
Jardware  difference,  superior  market- 
iig  has  become  the  crucial  edge. 
1  After  years  of  so-so  new  products, 
BATs  two  new  high-end  systems 
fought  out  this  year — costing 
1175,000  to  $500,000  each— are  sell- 
ng  well  and  are  considered  techno- 
ngically  competitive.  On  sales  of 
5,81  million,  MAI  earned  $16.9  mil- 
Ion  for  the  year  ended  Sept.  30 — a 
Refold  gain  over  the  previous  year's 
iterating  earnings. 

I  Debt,  nearly  five  times  equity  22 
iionths  ago,  is  now  about  equal  to 
quity.  There  is  also  $50  million  cash 
I  hand  and  available  for  signing  ex- 
;.usive  marketing  agreements  with 
oftware  vendors  or  perhaps  acquiring 
small  software  firm  or  two.  Com- 
juter  maintenance  firms  in  Europe 
Ire  also  on  the  shopping  list. 
MAI's  new  management  team  can- 
ot  relax.  The  market  for  small  busi- 
ess  computer  systems  remains 
erve-wrackingly  fluid.  MAI  and  vir- 
lally  all  its  competitors  are  putting 
lore  emphasis  on  higher-margined 
/stems.  That,  in  turn,  makes  consis- 
mt  product  innovation  even  more 
nportant,  something  Basic  Four  has 
et  to  demonstrate. 
But  the  whole  episode  points  up  the 
ifference  between  a  raider  like  Edel- 
lan  and  real  managers.  The  Edel- 
lans  of  this  world  buy  and  sell.  The 
x>d  managements  build.  ■ 


There's  a  new  name  for  sales 
and  trading  in  global  capital  markets  that's 
already  backed  by  $1.3  billion  in  equity  capital. 


Four  reasons  to  choose 
Scudder's  6.8%  tax-free 


1. 6.8%  can  equal  13.6%. 

Scudder  Managed  Municipal  Bonds 
can  help  you  take  advantage  of 
today's  attractive  tax-free  environ- 
ment. It's  currently  yielding  6.8%' 
which  could  equal  over  13%  if 
you're  in  one  of  today's  top  tax 
brackets.  (The  Fund's  yield  and 
share  price  will  fluctuate.  For 
example,  on  11/14/85  and  11/14/86 
share  prices  were  $8.35  and  $9.19.) 

2.  High  quality.  As  of  11/14/86 

the  entire  portfolio  falls  within  the 
top  three  quality  ratings  —  71%  are 
rated  AA  or  better.2 


3.  No  loads.  No  fees.  You  pay  no 

brokers'  fees  or  sales  charges.  No 
redemption  or  transaction  fees.  No 
"back-end"  loads  or  12b-l  charges. 
Nothing  but  tax-free  returns,  right 
from  the  start. 

4.  Mutual  fund  convenience. 

You'll  benefit  from  a  low  $1000 
minimum,  Scudder's  professional 
management,  and  the  flexibility  to 
move  your  investment  among  our 
15  no-load  funds. 

■  Call  or  write  today.  We'll 

send  you  our  free  investor 
information  package. 


SCUDDER  MANAGED  MUNICIPAL  BONDS 

175  Federal  Street,  Dept.  995 
Boston,  MA  02110 


Contact  Scudder  Fund  Distributors,  Inc.  for  a  prospectus  containing  more  complete  information  including 
management  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  1.  6.8%  is  the  Fund's 
net  annualized  yield  for  the  7  days  ending  11/14/86  with  an  average  maturity  of  approximately  23  years. 
Some  income  may  be  subject  to  state  and  local  taxes  and  a  small  portion  possibly  to  federal  taxes.  2.  It  is 
required  that  the  Fund's  investments  be  at  least  80%  A  rated  or  better. 


We  just  signed  up 
the  top  four  radio 
personalities 
in  the  U.S. 
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#^   PAUL  HARVEY 

"           For  the  highest- rated 
program  in  all  of  net- 
work  radio.  Paul 
Harvey  News  at  8:30  a  m 
ET  Monday  to  Friday. 

#2 

PAUL  HARVEY 

For  the  2nd  highest- 
rated  program.  Paul 
Harvey  News  at 
12:06  p.m.  ET 
Monday  to  Friday. 

#<0^  PAUL  HARVEY 

"              For  the  3rd  highest- 
rated  program. 
^^^B  Paul  Harvey  News 
at  11:10a.m.  ET 
Saturday. 

4 


PAUL  HARVEY 

For  the  4th  highest- 
rated  program.  Paul 
Harvey's  Rest  of  Th^ 
Story  3:06  p.m.  ET 
Monday  to  Friday. 


Paul  Harvey,  often  referred  to  as  a  one-man  news  network,  has  just  signed  a  new  contract  with 
ABC  Radio  Network  which  lasts  until  1993 

Paul  Harvey  began  his  special  brand  of  news  and  commentary  for  ABC  Radio  Network  back  in 
1951,  and  has  been  a  landmark  here  ever  since. 

His  list  of  honors  and  awards  is  endless.  His  unmistakable  voice  and  styje  are  delivered  to  more 
than  1,290  great  radio  stations,  plus  an  additional  400  stations  of  American  Forces  Radio  around 
the  world. 

We're  proud  and  delighted  to  have  renewed  the  contract  of  The  Number  One  Radio 

Commentator  in  America. 
Thanks,  Paul. 

© ABC  RADIO  NETWORKS 

*Source  RADAR  33.  Spring  1986,  Persons  12+,  Network  audiences  to  Commercials  within  Programs.  Average  Per  Broadcast 


"We're  in  a  maturing  industry,"  Pat- 
ton  explains.  "Too  much  product,  but 
not  enough  of  the  right  kind  of  distri- 
bution, which  in  our  market  is  direct 
sales." 

Patton  aims  his  salespeople  at  eight 
jtnajor  so-called  vertical  markets,  in- 
:luding   retailing,    hotels,  apparel, 
lealth  care  and  manufacturing.  In  a 
departure  from  MAI  Basic  Four's  past, 
anking  executives  now  spend  much 
jf  their  time  on  the  road  visiting  cus- 
i  :omers  or  attending  company-spon- 
i  >ored  parties  for  users  and  indepen- 
lent  software  writers. 

"The  management  philosophy  [be- 
ore)  was  that  our  products  were  so 
|,;ood,  people  should  buy  them,"  says 
i  'atton.  "It  doesn't  work  that  way." 
i  Isn't  a  worldwide  direct  sales  force 
ike  this  expensive?  Expensive,  yes, 
[  iut  not  wasteful.  In  a  technology-sat- 

LfThe  management 
Philosophy  [before]  was 

hat  our  products 
were  so  good,  people 

hould  buy  them,"  says 
I ?atton.  "It  doesn't  work 

hat  way." 


rated  world,  where  there  is  little 
ardware  difference,  superior  market- 
g  has  become  the  crucial  edge. 
After  years  of  so-so  new  products, 
LAI's  two  new  high-end  systems 
ought  out  this  year — costing 
175,000  to  $500,000  each— are  sell- 
g  well  and  are  considered  techno- 
gically  competitive.  On  sales  of 
L81  million,  MAI  earned  $16.9  mil- 
on  for  the  year  ended  Sept.  30 — a 
vefold  gain  over  the  previous  year's 
>erating  earnings. 

Debt,  nearly  five  times  equity  22 
onths  ago,  is  now  about  equal  to 
juity.  There  is  also  $50  million  cash 
hand  and  available  for  signing  ex- 
usive  marketing  agreements  with 
iftware  vendors  or  perhaps  acquiring 
small  software  firm  or  two.  Com- 
iter  maintenance  firms  in  Europe 
e  also  on  the  shopping  list. 
!  MAI's  new  management  team  can- 
art  relax.  The  market  for  small  busi- 
|ss    computer    systems  remains 
l|:rve-wrackingly  fluid.  MAI  and  vir- 
ally  all  its  competitors  are  putting 
fore  emphasis  on  higher-margined 
stems.  That,  in  turn,  makes  consis- 
sjnt  product  innovation  even  more 
lportant,  something  Basic  Four  has 
t  to  demonstrate. 

But  the  whole  episode  points  up  the 
fference  between  a  raider  like  Edel- 
an  and  real  managers.  The  Edel- 
ans  of  this  world  buy  and  sell.  The 
od  managements  build.  ■ 


There's  a  new  name  for  sales 
and  trading  in  global  capital  markets  that's 
already  backed  by  $1.3  billion  in  equity  capital. 


\ 


Four  reasons  to  choose 
Scudder's  6.8%  tax-free 


1. 6.8%  can  equal  13.6%. 

Scudder  Managed  Municipal  Bonds 
can  help  you  take  advantage  of 
today's  attractive  tax-free  environ- 
ment. It's  currently  yielding  6.8%' 
which  could  equal  over  13%  if 
you're  in  one  of  today's  top  tax 
brackets.  (The  Fund's  yield  and 
share  price  will  fluctuate .  For 
example,  on  11/14/85  and  11/14/86 
share  prices  were  $8.35  and  $9.19.) 

2.  High  quality.  As  of  11/14/86 

the  entire  portfolio  falls  within  the 
top  three  quality  ratings  —  71%  are 
rated  AA  or  better.2 


3.  No  loads.  No  fees.  You  pay  no 

brokers'  fees  or  sales  charges.  No 
redemption  or  transaction  fees.  No 
"back-end"  loads  or  12b-l  charges. 
Nothing  but  tax-free  returns,  right 
from  the  start. 

4.  Mutual  fund  convenience. 

You'll  benefit  from  a  low  $1000 
minimum,  Scudder's  professional 
management,  and  the  flexibility  to 
move  your  investment  among  our 
15  no-load  funds. 

■  Call  or  write  today.  We'll 

send  you  our  free  investor 
information  package. 


SCUDDER  MANAGED  MUNICIPAL  BONDS 


175  Federal  Street,  Dept.  995 
Boston,  MA  02110 


Contact  Scudder  Fund  Distributors,  Inc.  for  a  prospectus  containing  more  complete  information  including 
management  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  1.  6.8%  is  the  Fund's 
net  annualized  yield  for  the  7  days  ending  11/14/86  with  an  average  maturity  of  approximately  23  years. 
Some  income  may  be  subject  to  state  and  local  taxes  and  a  small  portion  possibly  to  federal  taxes.  2.  It  is 
required  that  the  Fund's  investments  be  at  least  80%  A  rated  or  better. 
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The  new  name  is 
Prudential-Bache  Capital  Funding 

The  investment  and  merchant  banking  firm  that's 
on  the  move  with  the  capital  and  capability  to  go  anywhere. 


The  name  is  new.  But  it's  more  than  a  name.  It's  a 
major  commitment  from  The  Prudential.  A 
symbol  of  support  for  our  on-the-move  expansion 
to  become  a  dominant  global  force  in  investment 
and  merchant  banking. 

It's  an  aggressive  new  management  drawn  by 
the  opportunities  from  affiliation  with  The 
Prudential  and  its  rock-solid  $120  billion  asset  base. 

It's  a  full-service  investment  bank  that,  as  part 
of  Prudential-Bache  Securities,  is  backed  with  over 
$1.3  billion  in  equity  and  a  worldwide  distribution 
network  of  over  5.500  brokers. 

The  name  for  global  investment  and 
merchant  banking.  "Worldwide:'  It's  the  key  to 
the  future.  With  330  offices  in  17  countries,  we 
now  have  more  on-the-spot  insight  into  the  global 
capital  markets.  So  we  can  react  more  quickly, 
more  decisively  to  changing  market  conditions. 

In  swaps  and  Eurobonds,  we  started  out  as 
one  of  the  best,  executing  over  $14  billion  in  less 
than  a  year.  As  a  'AAA"  rated  swap  market-maker 
acting  as  principal  counterparty,  we  offer  greater 
flexibility  and  faster  execution. 

When  Chrysler  Financial  wanted  to  raise  $125 
million  at  the  lowest  possible  interest  rate,  we  did 
it.  Within  24  business  hours.  The  same  time  it  took 
us  to  raise  $100  million  for  the  Kingdom  of 
Denmark.  When  it  comes  to  swap-linked  transac- 
tions, if  we  can't  do  it,  it  can't  be  done. 

In  initial  public  offerings,  we  brought  two  of 
the  largest  ever  to  market.  This  moved  us  to 
number  one  in  volume  among  all  U.S.  issuers  with 
almost  $1.5  billion  through  the  first  half  of  1986. 


In  public  finance,  we  acted  as  senior  manager, 
co-manager,  or  financial  adviser  on  over  1,000 
issues  totaling  more  than  $42  billion  last  year. 

In  LBO's.  mergers  and  acquisitions  and  high- 
yield  securities,  we're  already  a  major  factor.  And 
with  a  huge  additional  capital  commitment,  we're 
positioning  ourselves  as  a  principal  with  the 
resources  to  make  any  size  deal  happen. 

The  name  for  global  research.  We're 
growing.  In  the  last  few  months,  we've  hired  9 
Institutional  Investor  All-Star  analysts.  Over  80 
analysts  worldwide  cover  more  than  1.000  com- 
panies in  the  U.S.,  U.K.,  Europe,  the  Far  East  and 
Canada.  Our  goal  is  to  have  more  research  in  more 
places  than  any  other  investment  bank. 

The  name  for  global  sales  and  trading. 
We  have  over  500  institutional  sales  and  trading 
professionals  around  the  world.  Our  global  inven- 
tory of  financial  instruments  exceeds  $11  billion. 
And  as  a  corporation,  our  total  assets  are  more 
than  $20  billion. 

The  name  for  global  capability. 
From  stocks  and  bonds  to  futures,  options  and 
swaps.  In  dollars,  yen,  sterling,  francs,  marks  or 
guilders.  We  have  instant  access  to  all  global  capi- 
tal markets  and  to  any  exchange  in  the  world. 

You've  seen  what  we've  done.  Now  watch 
where  we're  going.  We've  got  the  capital  and  the 
know-how.  The  clout  and  the  capability  to  move 
anywhere.  The  resources  to  act  when  timing  is  the 
critical  factor.  We're  the  new  name  in  global  invest- 
ment banking.  We're  Prudential-Bache  Capital 
Funding. 


Prudential-Bache  Capital  Funding 


James  Barker  remade  his  company  once, 
and  now  he  is  at  it  again.  Is  this  more  than 
jitst  a  case  of. . . 

Running 
in  circles? 


By  Mary  Kuntz 


When  James  Barker  joined 
Moore  McCormack  Re- 
sources 15  years  ago  as  chair- 
man and  chief  executive,  the  venera- 
ble Stamford,  Conn,  shipping  compa- 
ny was  foundering  on  losses  of  $17 
million  per  year.  Barker  swiftly 
charted  a  course  out  of  shipping  and 
into  natural  resources,  sending  earn- 
ings straight  up  for  ten  years  with 
barely  a  hiccup.  But  now  Moore  is 
being  dragged  down  by  the  very  new 
businesses  he  guided  the  company 
into,  so  Barker  is  trying  to  restructure 
his  restructuring.  Like  so  many  com- 
panies these  days,  Moore  is  suffering 
from  having  rushed  into  inflation- 
buoyed  commodities  businesses  only 
to  find  weakening  world  prices  now 
playing  havoc  with  its  markets. 

The  current  woes  at  Moore  are  no- 
where near  as  dire  as  they  were  15 
years  ago,  when  cash  flow  was  nega- 
tive, but  the  company  is  hardly 
healthy.  Sales,  as  high  as  $747  million 
in  1981,  were  $584  million  in  1985. 
Earnings  fell  even  faster,  from  a  high 
of  $51.4  million  to  $21.2  million  in 
the  same  period.  Return  on  equi 
ty,  which  stood  at  16%  five 
years  ago,  was  less  than 
third  of  that  last  year. 
Continuing  operations 
this  year  should  earn 
about  $1.15  per  share  on 
sales  of  $320  million. 

Barker  was  originally 
brought  to  Moore  as  a 
consultant   by  George 
Scharffenberger,  then 
head  of  City  Investing, 
which  at  the  time  held  a 
2  in  the  company  and 
badly  wanted  to  get  its 
rat.  Barker's  plan 
ting,  diversifying 


and  paring  down  impressed  Scharffen- 
berger so  much  that  he  asked  him  to 
stay  and  implement  the  strategy. 

While  extricating  the  company 
from  unprofitable  businesses  like  pas- 
senger shipping  and  certain  freight 
routes,  Barker  made  what  looked  like 
a  brilliant  acquisition — Pickands 
Mather,  acquired  in  1973  from  Dia- 
mond Shamrock  for  $68  million. 
Pickands  operated  coal  and  iron  ore 
mines  and  shipped  the  ore  by  steam- 
ship across  the  Great  Lakes  directly  to 


steel  foundries.  By  the  early  1980 
Moore's  holdings  in  iron  ore,  coal  an 
bulk  transportation  accounted  for  a] 
most  half  its  business. 

But  then  came  the  recession,  and  a 
the  oil  and  steel  businesses  slumpeq 
so  did  Moore's  earnings,  which  fel 
from  $6.01  a  share  in  1981  to  91  cent 
the  following  year.  In  the  three  yeai| 
since,  earnings  have  recovered  onl) 
modestly,  and  Barker  has  now  s^ 
about  dismembering  the  company  ai 
over  again.  In  July  he  cut  the  commoi 
stock  dividend  in  half,  to  13  centi 
wrote  off  23%  of  the  company's  as 
sets,  and  put  up  for  sale  Moore's  iron 
coal,  silicon  and  shipping  propertiesi 
So  far,  Barker  has  been  able  to  dij 
pose  of  various  holdings  in  liquid  nai 
ural  gas  transportation,  and  the  iroi 
and  coal  businesses.  Getting  rid  of  th 
rest  may  not  be  quite  so  easy.  Cu 
backs  in  the  steel  industry  have  lei 
Moore's  steel  service  operations,  pai 
ticularly  Great  Lakes  shipping,  in 
creasingly  dependent  on  one  custom 
er,  LTV.  Subsequent  to  filing  for  banl! 
ruptcy  in  July,  LTV  tore  up  some  lonj 
term  contracts  with  Moore  and  is  no^ 
buying  ore  and  shipping  services  on 
spot  basis,  which  makes  it  all  bu 
impossible  for  Moore  to  plan  ahead. 

If  and  when  Barker  does  final! 
dump  his  losers,  Moore  will  hav 
been  reduced  to  little  more  than 
cement  manufacturer  with  a  sidelin 
oil  and  gas  business.  Clever?  Hardb 
since  both  businesses  suffer  to  a  larg 
extent  from  the  same  problems  « 
low-cost  foreign  competitors  th^ 
sent  the  steel  business  into  the  tank 
None  of  that  seems  of  much  col 
cern  to  Wall  Street,  however,  whic 
has  bid  up  Moore's  stock  by  over  20°fi 
to  $21  per  share,  since  Barker  unfurl e 
his  restructuring  plans  in  July.  Inve: 
tors  like  his  strategy,  not  because 
makes  much  sense  as  a  business  plai 
but  because  it  could  make  Moore  a 
tractive  as  a  potential  takeover  targe 
Several  other  cement  manufacturer 
including  Gifford-Hill,  Gel 
star  and  Ideal  Basic,  hav 
all  changed  hands  in  tb 
last  year. 

Barker  bought  int 
most  of  the  businesses  u 
for  sale  when  they  looke 
good,  only  to  try  to  dum 
them  at  distress  price 
now  that  they've  soure< 
In  other  words,  he  got  i 
at  the  top  and  was  force 
out  at  the  bottom.  Befoi 
putting  down  money  fc 
Moore  stock,  investoi 
should  ask  themselves 
they're  making  the  sam 
mistake.  ■ 


NEC'S  PINWRITER  P5XL  HAS  MADE  BLACK 

A  PRIMARY  COLOR. 

r  Pinwriter®  P5XL  printer  has  changed  forever  the  way  people  look  at  dot  matrix  printing. 

It's  the  first  24-pin  dot  matrix  printer  to  use  a  letter-quality  multistrike  film  ribbon — the  same 
bbon  used  in  typewriters  and  letter-quality  printers,  such  as  our  Spinwriterf  So  for  the  first  time 
computer  history  there  is  a  printer  that  honestly  does  everything.  A  printer  that  produces 
i mwMWWM—wmmdmm     important  letters  and  documents  with  crisp,  black,  true  letter-quality 
l-ll5'"*,l«SfcL     printing.  But  with  all  the  speed  and  graphics  capability  dot 
Dear  Mr.  Black:    f    ^  \  matrix  printers  are  known  for. 

 ^  t        M  Fast,  black  letter-quality  printing  will  be  the  primary 

Actual  line  printed  reason  many  people  will  buy  a  P5XL  printer.  But  there  are 

Ptenty  of  other  good  reasons.  In  fact,  it's  the  most  versatile  printer 
^^^sMSm*™****^       ever  created  for  personal  computers. 

It  can  use  an  optional  ribbon  to  print  seven  other  colors  plus  black.  And  it  has  the  best  graphics 
^solution  of  any  impact  printer  you  can  buy  due  in  part  to  our  advanced  24-pin  printhead.  Plus  it 
an  print  more  type  faces  automatically  than  any  other  dot  matrix  printer.  And  it's  quiet  and  fast. 

You  can  also  expect  a  P5XL  printer  to  turn  out  millions  of  characters  before  it  will  need 
2rvice  because  it  has  the  highest  reliability  rating  in  the  industry.  And  there's  a  nationwide  network 
f  NEC  Customer  Service  Centers  to  take  care  of  maintenance. 

Now,  while  the  Pinwriter  P5XL  performs  a  little  black  magic,  you  won't  have  to  go  in  the 
id  to  buy  it. 

The  Pinwriter  P5XL  is  the  latest  addition  to  the  most  advanced  and  extensive  family  of  24-pin 
rinters  available.  See  it  at  your  dealer  or  for  an  information  package  that  includes 

actual  print  samples,  call  1-800-343-4418  (in  MA  617-264-8635). 

Or  write:  NEC  Information  Systems,  Dept.  1610, 
1414  Massachusetts  Ave.,  Boxborough,  MA  01719. 


NEC  PRINTERS.  THEY  ONLY  STOP 
WHEN  YOU  WANT  THEM  TO. 
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Computers  and  Communications 


The  chevrons  and  serpentine  designs  are  registered 
trademarks  of  Binney  and  Smith  Inc  ,  used  with  permission 
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WE    BELIEVE  THAT  THE   GENIUS   OF  THE    FUTURE  LIES 


In* 


t  BELL  OF  PENNSYLVANIA      CAP  TELEPHONE      DIAMOND  STATE  TELEPHONE  NEW. 

BELL  ATLANTIC  MOBILE  SYSTEMS      BELL  ATLANTIC  PROPERTIES      BELL  ATLANTIC  SYSTEMS  LEASING      BELL  ATL 


CH  NO  LOGY  ALONE,  BUT  IN 


THE 


ABILITY  TO   MANAGE  IT. 


Remote  Access.  Business 
Nicety?  Or  Basic  Necessity? 

In  today's  competitive 
business  climate,  providing  24- 
hour  access  to  information  or 
ordering  systems  can  very 
well  be  the  difference  between 
closed  for  the  night,  and  closing 
the  deal. 

At  Bell  Atlantic,  we  open 
new  doors  in  communications. 
And  providing  business  with 
the  technologies  that  can  help 
it  compete,  like  our  public  data 
network,  is  just  the  beginning. 
In  the  end,  what  sets  us  apart  is 
our  genius  for  managing  these 
technologies  to  give  you  that 
competitive  edge. 

For  more  information  about 
the  Bell  Atlantic  companies, 
call  toll-free  1-800-621-9900, 
Monday  through  Friday,  8:30 
to  5:00  EST. 


k. 


■  - 


Bell  Atlantic 


E  MAKE  TECHNOLOGY  WORK  FOR  YOU. 


•LL  ATLANTICOM  "      BELL  ATLANTIC  BUSINESS  SUPPLIES 
NTIC  BUSINESS  CENTER      MAI  CANADA      SORBUS  TELECOMMUNICATE 


ECIALISTS,  INC 


With  oil  prices  way  down,  Norway's  prime 
minister  is  having  trouble  financing  her 
country's  lavish  social  spending.  If  the  for- 
eigners won  V  pay,  will  the  taxpayers? 

OPEC'S 

Scandinavian 
partner 


By  Pranay  Gupte 


Norway,  that  picturesque  na- 
tion of  4  million  tucked  away 
in  the  northern  reaches  of  Eu- 
rope, is  an  unlikely  petropower,  but 
petropower  it  is.  In  1985  offshore  pe- 
troleum accounted  for  nearly  20%  of 
Norway's  $66  billion  gross  national 
product.  Because  of  falling  oil  prices, 
the  government's  income  from  taxes 
and  royalties  on  oil  production  is  ex- 
pected to  fall  from  $6.8  billion  in  1985 
to  $2.5  billion  in  1986.  And  that  obvi- 
ously hurts. 

So,  although  Norway  is  not  a  mem- 
ber of  OPEC,  count  its  Social  Demo- 
cratic prime  minister,  Gro  Harlem 


Brundtland,  as  a  strong  advocate  of 
higher  oil  prices.  Simple  self-interest. 

Norway  is  already  helping  OPEC. 
The  Norwegian  government  is  curb- 
ing exports  by  buying  10%  of  produc- 
tion in  November  and  December.  The 
official  reason  is  to  add  to  the  coun- 
try's strategic  reserves,  but  everyone 
knows  that  this  is  Brundtland's  way 
of  trying  to  drive  up  international 
prices. 

"We  feel  that  it's  in  our  interest  to 
contribute  to  higher  oil  prices,"  Prime 
Minister  Brundtland  told  Forbes. 
"My  conviction  is  that  it  is  dangerous 
for  the  world's  economy  to  have  such 
strong  fluctuations  in  price  and  such 
unrealistic  levels  of  production.  The 


■N 


nt  Minister  Gro  Harlem  Brundtland  (with  a  portrait  of  King  OlafV) 
eutral  in  the  big -power  struggle. 


stabilization  of  prices  at  reasonab 
levels  is  necessary  for  sound  econon 
ic  planning." 

Norway  has  a  powerful  interest  i 
long-term  stability  of  prices:  For  j 
small  country  with  few  other  ed 
nomic  assets  and  an  expensive  wej 
fare  system  to  support,  Norway 
nearly  as  dependent  on  oil  as  an 
Third  World  country. 

Properly  managed,  the  oil  can  suj 
port  the  country  in  fine  style  for  gei 
erations.  Although  Norway's  daily  d 
production  is  only  850,000  barrels, 
could  easily  double  that  output.  1 
fact,  say  petroleum  specialists,  601 
of  Norway's  hydrocarbon  reserv* 
have  not  been  tapped.  By  1990  rw 
new  fields  in  the  North  Sea — Gullfak 
and  Oseberg — are  scheduled  to  t 
opened.  By  then,  daily  production-! 
which  is  controlled  by  the  state  o 
company,  along  with  U.S.,  U.K| 
French  and  Italian  firms — is  expect^ 
to  climb  to  1.3  million  barrels.  Tfl 
government  would  not  want  to  try  t 
sell  that  extra  output  at  giveawi 
prices.  So,  better  a  little  sacrifice  noi 
than  permanent  impairment  of  to 
country's  chief  asset. 

Low  prices  threaten  Norwegian  a 
more  painfully  than  they  do  maiji 
OPEC  nations':  While  much  OPH 
oil  is  cheap  to  get  out  of  the  earn 
Norwegian  oil  is  high-cost.  Virtual! 
all  of  the  country's  oil  is  lifted  froi 
deep-water  installations  in  the  turbl 
lent  and  often  icy  North  Sea.  The  hifj 
technology  involved  here  means  thl 
it  often  costs  up  to  $12  or  $13 
barrel  to  produce  oil. 

Meanwhile,  the  Norwegian  econ< 
my  groans  under  one  of  the  worldl 
highest  levels  of  social  spending:  j 
1985  government  spending  absorb^ 
47%  of  the  GNP,  vs.  20%  in  the  U.! 
How  to  fill  the  revenue  gap  wbi] 
waiting  for  higher  oil  prices  and  add 
tional  production?  Prime  Ministi 
Brundtland  is  calling  for  higher  taxe 
She  also  has  slightly  trimmed  goverj 
ment  spending.  But  Norwegians,  lit 
people  everywhere,  want  the  largess 
that  a  welfare  state  offers  but  don 
want  to  pay  for  it.  When  oil  prices  ai 
high,  there  is  no  big  problem:  Ol 
consuming  foreigners  foot  a  big  part< 
the  Norwegian  welfare  bill. 

But  now,  threatened  with  high* 
taxes  to  support  their  semisocialiJ 
society  and  facing  mild  cutback 
Norwegians  grumble:  Governmei 
giveaways  are  popular  only  whe 
someone  else  pays.  There  has  been  l- 
spate  of  critical  articles  and  comma 
taries  in  many  of  Norway's  167  dail 
newspapers  and  1,000  weeklies  aboi  * 
the  Brundtland  government's  eel 
nomic  policies.  "I  don't  think  that  rh 


1914,  when  the  Panama  Canal  was  finally  carved  out,  Allendale's 
engineers  had  been  cutting  losses  for  79  years. 

control  with  engineering,  training,  research  and  testing, 
responsiveness  and  fairness  in  the  way  we  do  business. 

After  a  century  and  a  half,  our  philosophy  is  not  about 
to  change.  Allendale  Insurance,  P.O.  Box  7500,  Johnston, 
Rhode  Island  02919. 


1  )ok  $352  million  and  ten  years.  And  when  chief  engineer 

0  e  W.  Goethals  watched  the  first  ship  steam  through  the 
£  Allendale  had  been  setting  a  steady  course  for  79  years. 
.1  act,  former  Allendale  president  John  R.  Freeman,  him- 

engineer,  served  as  consultant  during  the  construction 
:1  canal. 

1  iay  at  Allendale,  we  continue  to  shape  the  history  of  loss 


Allendale  Insurance/Factory  Mutual  System 

Over  150  years  of  progress  and  stability. 
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Tfie  Prime  Minister  ( right  )  at  a  cabinet  meeting 
No  big  problem  .  .  .  when  oil  prices  are  high. 


Norwegian  people  are  completely 
aware  yet  that  we  need  to  take  stern 
decisions  to  tackle  our  long-term 
problems,"  the  prime  minister  says. 
"We  are  still  standing  on  the  edge  of  a 
cliff.  We  had  just  too  much  growth 
and  expansion  in  the  last  two  years." 

At  47,  Gro  Harlem  Brundtland  is 
the  youngest  of  Europe's  three  female 
national  leaders.  One  of  her  proudest 
decisions  was  to  appoint  seven  wom- 
en to  her  18-person  cabinet.  "Why 
didn't  I  choose  an  outright  majority  of 
women  ministers?  Well,  that  might 
have  provoked  a  backlash.  After  all,  I 
selected  the  women  ministers  be- 
cause of  their  professional  qualifica- 
tions. On  the  other  hand,  I  was  mak- 
ing a  point  and  striking  a  blow  for  the 
cause  of  political  equality  between 
sexes."  The  eight  ministers  are 
young,  as  politicians  go:  four  in  their 
30s,  three — including  the  prime  min- 
ister— in  their  40s,  and  one  in  her  50s. 

Gro  Brundtland  got  started  in  poli- 
tics while  in  high  school,  where  she 
served  on  national  Labor  Party  youth 
committees.  At  the  University  of 
Oslo  she  was  deputy  chairman  of  the 
Labor  Party  Students  Union.  She  did 
postgraduate  work  in  social  medicine 
at  Harvard  and  worked  ten  years  in 
the  Oslo  municipal  and  national 
health  services.  During  this  period 
she  wrote  a  number  of  scientific  arti- 
cles on  child  growth  and  develop- 
ment. A  few  years  later  she  spoke  out 
strongly  in  favor  of  liberalizing  Nor- 
way's antiabortion  laws  and  became 
nationally  known. 

Left  of  center  domestically,  where 
does  Gro  Brundtland  stand  on  Soviet - 
U.S.  relations?  She  opposes  the  Rea- 


gan Administration's  strategic  de- 
fense initiative  program,  but  Norway 
is  a  member  of  NATO.  Norway's  rela- 
tions with  the  superpowers  are 
shaped  by  geography:  How  outspoken 
would  anyone  be,  sharing  a  122-mile 
frontier  with  the  Soviet  Union?  Nor- 
way's northern  areas  are  on  the  short- 
est line  of  flight  between  the  U.S.  and 
the  Soviet  Union.  The  Soviet  North- 
ern Fleet  operates  out  of  bases  on  the 
Kola  Peninsula,  which  is  adjacent  to 
Norway. 

"Our  belief  and  commitment  to 
NATO  is  high,  but  we  also  don't  want 
big  power  confrontation  here," 
Brundtland  says,  delicately  skirting  a 
delicate  issue.  "We  don't  think  it  is 
wise  for  the  Western  alliance  to  have 
U.S.  bases  or  nuclear  missiles  on  Nor- 
wegian soil.  Norwegian  territory 
must  not  be  seen  to  be  a  threat  to  its 
neighbors." 

Brundtland  sees  Norway's  role  in 
NATO  as  one  of  influencing  "the  line 
of  negotiation  and  agreement."  That's 
less  of  a  commitment  to  the  Free 
World  cause  than  most  Americans 
would  like  but  probably  inevitable 
given  Norway's  geography  and  tiny 
military  potential. 

But  if  Gro  Brundtland  is  a  semi- 
neutralist  in  the  big  power  struggle, 
she  is  militant  on  feminism.  Brundt- 
land's  husband,  Arne  Olav,  a  political 
scientist,  has  been  active  in  the  oppo- 
sition Conservative  Party.  As  befits  a 
good  feminist,  she  can  get  irritable 
when  asked  whether  political  differ- 
ences disturb  her  marriage.  "Does 
anyone  ever  ask  a  man  in  politics  how 
he  can  live  with  a  spouse  who  doesn't 
espouse  his  views?"  she  says.  ■ 
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CALIFORNIA: 

SOUTHERN  CALIFORNIA 

Los  Angeles. 
Huntington  Sheraton 
Lanai  and  Cottages 
Miramar  Sheraton 
Hotel 

Sheraton  Grande 
Hotel 

Sheraton  Plaza /t\ 
LaReina  w 
Sheraton  Premiere 
Hotel 

Sheraton  at 
Redondo  Beach 
(Opening  January  1987) 
Sheraton  Universal 
Hotel  • 
San  Diego/Harbor  Island, 
Sheraton  Grand  on 
Harbor  Island  /js 
Sheraton  Harbor 
Island  East  Hotel 

NORTHERN  CALIFORNIA 
Monterey,  Sheraton 

Monterey 
San  Francisco. 

Sheraton  at 

Fisherman's  Wharf 

Sheraton  Palace  Hotel 

COLORADO: 
Denver,  Sheraton  ^ 

Denver  Airport  'X' 
Steamboat  Springs, 

Sheraton  Steamboat 

Resort  &  Conference 

Center 

CONNECTICUT: 
Hartford,  Sheraton 

Hartford  Hotel 
Stamford,  Sheraton 

Stamford  Hotel  & 

Towers 

DISTRICT  OF 
COLUMBIA: 
Sheraton  Carlton  Hotel 
The  Sheraton 
Grand  on  Capitol  Hill 
Sheraton 
Washington  Hotel 

FLORIDA: 

Miami  Beach/Bal  Harbour. 

Sheraton  Bal  Harbour 
Orlando/Disney  World. 

Sheraton  World  Hotel 
Palm  Coast, 

Sheraton  Palm 

Coast  Resort 

ILLINOIS: 

Chicago.  Sheraton  Plaza 

LOUISIANA: 
New  Orleans, 

Sheraton  New  Orleans 

Hotel  &  Towers 

MARYLAND: 
Baltimore.  Sheraton 
Inner  Harbor  Hotel 


NEW  YORK: 
New  York,  St. 

Sheraton  H 

The  Sheratl 

Centre  Hot< 

Towers 

Sheraton  d 

Squire 

Sheraton  R| 

Hotel 

NORTH  CARO 

Greensboro,! 
Sheraton 
Greensbon 

OKLAHOMA: 
Tulsa.  Sherati 
Kensington 

PENNSYLVAB 

Philadelphia, 
Sheraton 
Society  Hill 
(Now  Open 

TENNESSEE! 

Nashville.  SM 
Music  City  I 

TEXAS: 
Dallas.  Sherat 

Dallas  Hote 

Towers 

Sheraton  PI 

Central  Hot 

Towers 

UTAH: 

Salt  Lake  City) 
Sheraton  Tl 
Hotel  &  Tow 

VIRGINIA: 
Richmond,  THI 

Jefferson  9 

Hotel 

WASHINGTOI 
Seattle  Seatt 

Sheraton  HI 

Towers 

IN  HAWAII: 
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USINESS    IN  CALIFORNIA 


RATON  AT  FISHERMAN'S  WHARF,  SAN  FRANCISCO  /  STEPS  AWAY  FROM  GHIRARDELLI  SQUARE,  PIER  39/  525  WELL-APPOINTED  ROOMS  &  SUITES/  RESTAURANTS,  LOUNGE 


OME     TO  SHERATON 


IN  NORTHERN  CALIFORNIA: 

MONTEREY  SHERATON:  New  downtown  scenic  location,  facing  the  bay,  with  a 
skywalk  to  the  Conference  Center, 

SHERATON  AT  FISHERMAN'S  WHARF,  San  Francisco:  Just  one  mile  from  the  Financial 
District  and  one  block  from  the  bay. 

IN  SOUTHERN  CALIFORNIA: 

HUNTINGTON  SHERATON  LANAI  AND  COTTAGES,  Pasadena:  Private  estate 
atmosphere  with  beautifully  landscaped  gardens  only  9  miles  from  downtown 
Los  Angeles. 

MIRAMAR  SHERATON,  Santa  Monica:  Facing  the  beach  with  a  spectacular  ocean 
view  and  solar-heated  pool. 

SHERATON  AT  REDONDO  BEACH:  (Opening  January  1987)  Oceanfront  luxury  hotel, 
overlooking  King  Harbor,  close  to  downtown  Los  Angeles. 
SHERATON  GRANDE,  Los  Angeles:  Located  in  the  Financial  District,  with  butler 
service  on  every  floor 

SHERATON  GRAND  ON  HARBOR  ISLAND,  SHERATON  HARBOR  ISLAND,  San  Diego:  Two 
luxurious  hotels  surrounded  by  the  beautiful  San  Diego  Bay  with  convenient  access 
to  the  airport  and  business  district. 

SHERATON  PLAZA  LA  REINA,  Los  Angeles:  Elegant  hotel  adjacent  to  the  Los  Angeles 
International  Airport. 

SHERATON  PREMIERE,  Universal  City:  Luxurious  hotel  high  atop  the  Hollywood  Hills, 
with  spacious  guest  rooms  and  stunning  interiors, 

SHERATON  UNIVERSAL,  Universal  City:  Overlooks  Hollywood's  famous  Universal  Studios. 
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On  the  Docket 


Will  the  tobacco  industry  lose  its  first  health 
case  because  of  a  peculiar  state  law? 


Where  there's 
smoke. . . 


By  Deirdre  Fanning 


As  a  teenager  Ricardo  Cabellero 
puffed  on  his  first  cigarette. 
i  Thirty-six  years — and  count- 
less thousands  of  cigarettes— later, 
Cabellero,  now  53,  was  diagnosed  as 
having  emphysema.  In  October  of  last 
year  Cabellero  sued  two  tobacco  com- 
panies, Philip  Morris  Inc.  and  RJ. 
Reynolds  Co.  (now  RJR  Nabisco),  and 
a  cigarette  distributor. 

The  tobacco  industry  has  been  suc- 
cessfully fending  off  such  suits  for 
years — only  four  have  reached  the 
trial  stage,  Cabellero's  among  them. 
But  this  case  has  a  different  twist, 
scheduled  for  jury  trial  next  month  in 
Fexas'  Duval  County,  the  suit  has 


been  filed  under  an  unusual  state 
product  liability  law. 

In  order  to  recover  damages  in  most 
states,  a  plaintiff  must  show  that  the 
defendants  were  more  than  50%  re- 
sponsible for  the  harm  caused  to  him. 
But  in  Texas  and  nine  other  states,*  a 
plaintiff  can  prevail  by  simply  show- 
ing that  the  defendant  was  only  a  bit 
to  blame.  The  degree  of  culpability 
counts  only  as  to  the  percentage  of 
damages  awarded  by  the  jury  that  the 
defendant  must  pay. 

This  doctrine  of  so-called  pure  com- 
parative fault  could  prove  to  be  the 
tobacco  industry's  undoing.  More 
than  one-third  of  the  125  pending  law- 
suits against  the  industry  have  been 
filed  in  Texas,  and  any  payout  to  a 


plaintiff  in  the  Cabellero  case  wouli 
inevitably  be  seen  as  a  victory  for  law 
yers  lusting  to  get  their  hands  on  ciga 
rette  company  wealth.  If  the  jury  ii 
the  Cabellero  case  finds  that  Phili] 
Morris  and  RJ.  Reynolds  were  eva 
1%  responsible  for  Cabellero's  havinj 
contracted  emphysema,  "the  whol 
myth  of  invulnerability  [to  lawsuit 
by  cigarette  companies]  would  b 
gone,"  warns  Northeastern  Universi 
ty  law  professor  Richard  Daynard. 

Just  how  worried  are  Philip  Morril 
and  RJ.  Reynolds?  "We  think  that  thj 
fundamental  issue  is  one  of  freedom 
of  choice,"  said  partner  Murray  Brinj 
of  the  Washington-based  law  firm  o 
Arnold  &  Porter,  Philip  Morris'  oul 
side  counsel.  "Plaintiffs  who  have  ej 
ercised  their  free  choice  to  smoke  ar 
not  entitled  to  compensation 
from  cigarette  manufacturers.'* 
The  beginning  of  the  end  fo 
cigarette  companies?  Probabli 
not.  Unlike  other  product  liabil 
lty  defendants,  such  as  Manvill 
Corp.  and  A.H.  Robins,  whicl 
had  to  withdraw  products  fron 
the  market  once  they  wes 
found  to  be  hazardous,  tobaco 
companies  can  probably  go  oi 
marketing  cigarettes  for  years  t< 
come  by  citing  the  fact  that  th 
dangers  of  smoking  have  beei 
well  known  and  well  publicize 
and  that  smokers  could  scarcer 
be  unaware  of  the  risks.  "Thi 
industry's  arguments  are  ver 
strong,"  says  Marc  Cohen,  re 
search  analyst  at  Sanford  Q 
Bernstein  &  Co.  "It  come 
down  to  the  fact  that  the  genera 
public  has  known  about  th 
hazards  of  smoking  for  30  or  4j 
years." 

This  argument  is  so  stron 
that  it  probably  insulates  the  cigaretC 
companies  under  the  laws  of  mos 
states,  where  a  defendant  must  b 
proved  at  least  50%  responsible  fa 
the  damage.  But  in  the  ten  states  wit 
comparative  fault  laws  on  thei 
books,  the  Cabellero  case  could  win 
up  being  a  persuasive  precedent  en 
couraging  other  plaintiffs  to  come  foi 
ward  with  similar  arguments.  Thei 
goal:  to  show  that  the  cigarette  core 
panies  contributed  to  the  damag 
through  advertising  and  marketing  el 
forts.  Is  this  the  end  of  the  line  fc 
cigarettes?  Not  yet,  but  a  serious  blo\ 
all  the  same.  ■ 

*  Tlx  otlxr  stales:  Alaska,  California,  Florida.  Mairti 
Michigan,  Mississippi.  New  York,  Rlxtae  Island  an 

Washington. 





For  worldwide  financial  service,  you  should 
look  for  a  bank  that  offers  you  a  bit  more  than 
just  services  worldwide. 


You  need  a  bank  whose  interest 
doesn't  stop  short  at  your  balance  sheet. 
A  bank  that  takes  the  trouble  to  under- 
stand your  business,  in  order  to  provide 
you  with  sound  advice;  and  not  just  in 
financial  matters.  A  bank  that  is  large 
enough  to  offer  you  a  complete  range  of 
financial  services,  yet  flexible  enough  to 
produce  tailor-made  solutions  to  your 


international  problems.  We  are  Germany's 
second  largest  bank,  with  1,000  domestic 
branches,  and  over  eighty  offices  world- 
wide. After  being  in  international  busi- 
ness for  more  than  a  century  we  work  for 
more  than  100,000  companies.  They 
know  what  they  can  expect  from  us.  A  full 
range  of  international  financial  services  - 
and  a  bit  more. 


One  of  the  leading  banks  in  the  world. 

DresdnerBankAG 

Head  Office:  Jurgen-Ponto-Platz  1, 6000  Frankfurt/Main, 
Fed.  Rep.  of  Germany. 


Dresdner  Bank 

Bank  with  imagination 


Everyone  who  trav< 


Presenting  the  IBM  PC  Convertibl 


\     Now  there's  a  pers<  >nal  computer  you  can  us 
_l\  when  vou're  in  the  office.  And  when  you're  r 
The  IBM  PC  Convertible  can  change! 
desktop  computer  to  portable  at  the  drop< 
hat.  Becau-e  it  work?  with  both  a  detacl 
flip-up  screen  and  an  optional  monfl 
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ould  have  a  convertible 


Weighs  in  at  just  over  twelve  pounds, 
ti'ill  has  all  the  power  you'd  expect  from 
B  vl  PC.  With  two  diskette  drives  and 
U  S12KB  of  memory,  the  PC  Convertible 
a? un  many  of  the  most  popular  business 
£  ims. 

[forks  like  other  IBM  PCs,  too.  Right 
djto  the  full-size  keyboard  and  the 
( lumn,  25-line  display. 
k\\  even  when  you  add  options,  the 


PC  Convertible  is  easy  to  carry.  There's  a 
printer,  for  example,  that  snaps  on  the  back. 
And  a  modem  that  fits  neady  inside. 

So  pick  one  up.  Just  visit  an  Authorized 
IBM  PC  Dealer,  or  call  your  IBM  marketing 
representative.  And  be  sure  to  ask  about  the 
IBM  Credit  Card  and  Commercial  Lease 
plans.  For  the  name  of  a  store  near  you, 
call  1-800-447-4700.  In  Alaska,  call 
1-800-447-0800.  ==:=:= 


The  Funds 


Being  able  to  identify  fund  shares  by  pur- 
chase price  could  save  a  lot  on  taxes.  Too 
bad  the  fund  houses  refuse  to  cooperate. 

Share  and  share 
unalike 


By  Laura  Jereski 

Here's  a  challenge  faced  by 
many  mutual  fund  sharehold- 
ers as  they  contemplate  year- 
end  tax  strategies:  How  to  identify 
which  shares  are  which  when  they 
sell  some.  The  tax  savings  if  they  suc- 
ceeded would  be,  in  some  cases,  sub- 
stantial. But  they  will  get  precious 
little  help  from  the  fund  sponsor. 

Suppose,  for  example,  an  investor 
buys  1,000  shares  of  a  fund  at  $16  and 
another  1,000  shares  two  years  later  at 
$10.  Now  the  fund  is  at  S13.  The  best 
strategy  would  probably  be  to  redeem 
the  1,000  S10  shares  this  year  to  take 
advantage  of  low  capital  gains  tax 
rates.  Next  year,  the  investor  could 
sell  the  $16  shares  and  get  a  long-term 
loss  deductible  dollar-for-dollar 
against  other  income. 

But  how  to  identify  which  shares 
are  which?  For  the  exceedingly  rare 
soul  who  has  all  along  demanded  that 
fund  share  certificates  be  mailed  to 
him,  no  problem.  He  cashes  in  the 
certificate  for  the  shares  that  will 
keep  his  tax  bill  lowest.  So  long  as  he 
has  kept  records  of  when  he  got  each 
certificate  he'll  have  no  problem 
withstanding  an  IRS  challenge.  Ordi- 
narily the  IRS  prefers  that  partial  re- 
demptions of  fund  accounts  be  figured 
on  either  an  average-cost  or  a  first-in- 
first-out  formula. 

The  majority  of  fund  investors, 
however,  leave  certificates  with  the 
fund  sponsor,  since  this  saves  paper- 
work and  makes  redemption  vastly 
easier.  Can  these  shareholders  play 
identified-shares  game?  Or  do 
:  have  to  accept  one  of  the  IRS- 
recom  mended  methods? 


In  theory,  it  is  possible  to  specify 
which  shares  are  being  sold  when  an 
investor  has  the  custodian  of  the 
shares  liquidate  some  of  them,  says 
Thomas  Dunn,  tax  partner  at  Ernst  &. 
Whinney  in  New  York  City.  The  in- 
vestor identifies  the  shares  in  a  writ- 
ten redemption  order — for  example, 
"Sell  the  1,000  shares  purchased  at 
$10  in  1985."  The  mutual  fund  spon- 
sor confirms  with  a  statement  ac- 
knowledging that  those  particular 
shares  were  sold. 

That's  the  theory.  In  practice,  it 
doesn't  always  work.  Five  fund 
houses  queried  by  Forbes  on  this 
point — Fidelity,  Franklin,  T.  Rowe 
Price,  Scudder  and  Vanguard — all  said 
they  couldn't  provide  such  specific 
confirmation.  Why  not?  Don't  broker- 
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age  firms  that  keep  custody  of  seen 
ties  routinely  provide  confirms  on  tl 
sale  of  common  stock?  "Taxes  are  tl 
responsibility  of  the  investor  and  i 
can't  give  any  tax  advice,"  is  typicall 
the  lame  excuses  offered  by  the 
sponsors. 

Is  there  a  way  around  the 
stonewall?  Yes,  although  it  won't 
you  any  good  on  this  year's  tax 
Next  time  you  add  to  a  fund  inv 
ment  at  a  substantially  higher  p- 
than  your  original  shares,  open  a 
ond  account  in  the  fund,  if  that's 
mitted.  If  the  fund  shares  drop  ai 
you  want  to  take  a  loss  in  1987,  y« 
would  redeem  out  of  the  high-co 
account. 

Fidelity  says  it  will  tolerate  mull 
pie  accounts  in  one  name  (each  mu 
meet  the  minimum,  of  course).  Son 
funds,  like  those  from  Vanguard  ar 
T.  Rowe  Price,  limit  the  number 
accounts  you  can  establish  in  yoi 
name.  Funds  run  by  Merrill  Lync 
forbid  multiple  accounts  in  the  sarr 
fund  under  identical  names. 

And  for  this  year's  taxes?  You'; 
stuck  with  a  choice  between  one  « 
the  two  methods  outlined  in  IRS  pui 
lication  564,  "Mutual  fund  distribi 
tions."  One  method  is  first-in-firs 
out  accounting.  You  will  be  taxed  as 
you  were  always  selling  the  oldei 
shares  you  own. 

The  average-basis  method,  in  coi 
trast,  lumps  together  total  cost,  H 
eluding  original  investment  and  reii 
vested  dividends.  The  cost  is  then  d 
vided  by  the  total  number  of  share 
owned.  Until  1987,  when  the  new  ta 
law  eliminates  the  distinction  bl 
tween  short  and  long  capital  gain: 
the  average-cost  method  has  furthe 
refinements  allocating  shares  into 
long-term  pot  and  a  short-term  pot. 

One  caveat:  Once  you  pick  a  metl 
od  for  your  first  sale,  you  must  contir 
ue  to  use  the  same  method  for  futur 
sales  in  that  fund. 

If  you  are  reinvestmg  dividend! 
both  IRS  methods  assume  that  yoi 
have  kept  statements  going  back  t 
when  you  started  your  account.  If  yoi 
have  thrown  them  all  out,  the  sponso 
may  be  willing  to  provide  copies.  Fi 
dehty,  for  example,  will  send  yoi 
1986  and  1985  for  free;  the  precedin 
five  years  cost  a  minimum  of  $2! 
each.  Beyond  that,  well,  you  shouli 
have  been  more  careful.  But  it  may  b 
possible  to  reconstruct  an  averagi 
cost  using  only  the  first  monthly 
statement  plus  copies  of  all  your  tai 
returns  since.  ■ 


THE  "  CHEESE 
STANDS 
ALONE 


But  we're  more  than  a  cheese  company. 

We  market  a  wide  variety  of  other  leading  food  products.  We  are  also  a 
nationwide  foodservice  distributor.  And  with  Duracell,  we  are  the 
top  alkaline  battery  company. 

What's  more,  we  stand  out  in  our  numbers — growth,  return  on  investment, 
return  on  equity,  and  debt-to-equity  ratios. 

For  more  information  about  Kraft,  Inc., 
formerly  Dart  &  Kraft,  Inc.,  contact  Investor  Relations, 
Kraft  Court,  Glenview,  Illinois  60025  USA.  Phone:  (312)498-8000. 


Kraft  inc 

NOW  TRADING  ON  THE  NYSE 
UNDER  THE  SYMBOL  "KRA" 


The  Funds 


Can  five  good  managers  deliver  five  times 
the  results  of  one  good  manager?  Maybe 
not,  but  All-Star  Equity  certainly  had  no 
trouble  finding  buyers. 


Hydra  hype 


By  Richard  Phalon 


Are  six  heads  better  than  one? 
Investors  who  have  just  laid  a 
k  half-billion  dollars  on  the  Lib- 
erty All-Star  Equity  Fund  certainly 
think  so.  All  that  cash  was  coaxed  out 
of  their  pockets  by  the  latest  wrinkle 
in  the  crush  of  new  closed-end  invest- 
ment companies  coming  to  market: 


All-Star  delegates  management  of 
about  one-fifth  of  the  portfolio  to  each 
of  five  top-drawer  investment  advis- 
ers. The  sixth  head  is  Liberty  Asset 
Management  Co.,  keeping  watch  on 
the  other  five. 

All  of  the  managers  have  demon- 
strated above-average  long-term  per- 
formance for  a  long  list  of  other  blue- 
chip  clients.  Each  of  the  five  also 


brings  a  different  investment  disi 
pline  to  bear  on  the  market.  The  Al 
Star  lineup  includes  one  specialist 
high-quality,  low-risk  big-capitalu 
tion  stocks  (Cooke  &  Bieler  of  Phi; 
delphia);  one  specialist  in  out-of-fa\* 
low-price/earnings  stocks  (Dreman 
Embry  of  New  York);  another  low-P 
specialist  that  leans  to  small-capit 
ization  stocks  (Newbold's  Asset  Ma 
agement  Co.  of  Philadelphia);  ot 
growth-stock  specialist  (Provident  ] 
vestment  Counsel  of  Pasaden 
Calif.);  and  one  undervalued-grow 
specialist  (Rothschild  Asset  Mana$ 
ment  of  New  York). 

Most  pension  funds  have  multip 
managers,  but  this  appears  to  be  ti 
first  time  the  concept  has  been  h; 
nessed  to  a  public  underwriting.  Od 
ly  enough,  it  comes  at  a  time  wh< 
big  money  has  been  flowing  into  oth 
new  closed-ends,  carrying  the  nam 
of  such  highly  stylized,  single-mindl 
tacticians  as  Charles  Allmon,  Man 
Gabelli  and  Martin  Zweig. 

Douglas  Bond,  who  helped  run  tl 
All-Star  sales  effort,  explains  why 
exploded:  "Investors  found  a  sense 
comfort  in  the  idea  that  the  funi 
would  be  placed  in  the  hands  of 


How  to  save  a  drowning  i 


i 


mber  of  top  managers  with  differ- 
lit  styles.  You  bet  with  one  manager, 
ie  d  you're  betting  that  he  hits  a  home 
Hi.  Bet  with  a  number  of  managers, 
Kd  you  won't  get  the  swings  and  am- 
(jltudes,  but  over  time  you  will  get  a 
apre  consistent  performance." 
:  The  theoretical  validity  of  that  po- 
ffjion  is  beguiling.  But  does  it  work? 
:  ;ji  fact,  it  is  virtually  a  guarantee  of 


John  Segal 

mediocrity.  There  is  no  way  that  five 
different  managers  using  five  different 
approaches  are  going  to  do  equally 
well  in  any  kind  of  market.  Thus,  the 
poorer  performers  will  drag  down  the 
good  performers. 

Moreover,  this  is  an  expensive  way 
to  invest.  All-Star  has  a  combined 
management  fee  of  1% — a  tariff  that 
the  fund  concedes  to  be  "higher  than 


most  other  investment  companies'." 

But  are  six  heads  better  than  one — 
at  any  price?  We  put  the  question  to 
Robert  Watson  of  Evaluation  Asso- 
ciates Investment  Management  Co.,  a 
Westport,  Conn,  subsidiary  of  Mony 
Mutual  of  New  York.  Watson  is  a 
consultant  on  money  managers.  "I 
would  say  no,"  says  Watson,  "but  you 
have  to  ask  better  for  what  objective." 
He  means  that  the  multimanager  ap- 
proach should  deliver  consistent  per- 
formance if  not  superior  perfor- 
mance— and  consistency  may  be 
what  some  people  want. 

But  do  they  really  want  to  pay  a 
premium  management  fee  to  get  it 
when  there  are  plenty  of  good  no-load 
funds  around  that  deliver  excellent 
performance? 

Say  this  for  Ail-Star:  The  customers 
loved  it.  Liberty  Asset  Management,  a 
subsidiary  of  Liberty  Mutual  Insur- 
ance Co.,  initially  planned  on  raising 
$150  million.  By  the  time  Merrill 
Lynch  Capital  Markets  closed  the  un- 
derwriting, the  brokerage  firm  had 
raised  more  than  3  times  that  much, 
pushing  an  exhilarating  51  million 
shares  at  $10  apiece  through  the  pipe- 
line. In  the  aftermarket  All-Star  cur- 
rently trades  around  lO'/s,  a  lA%  pre- 
mium over  net  asset  value.  Quite  a 
marketing  feat.  But  now  comes  the 
hard  part.  ■ 


r  and  calm  seas.  That's  why  the  United 

oast  Guard  demands  stringent 
ments  for  their  helicopters,  including 

in  flight  -  even  in  strong  crosswinds  - 
otection  against  potential  tail-rotor 
nt  hazards. 

t  the  Coast  Gdard's  challenge 
atiale  used  its  innovative  "fenestron" 
logy.  Advanced  technology  first 
ced  in  the  Gazelle  in  1966,  technology 
as  consistently  proven  performance, 
safety  and  reliability. 

t's  special,  that's 


35-knot  crosswind 

i  work  at  sea  is  seldom  done  in  fine  This  proven  technology  has  caught  the  interest 

of  the  U.S.  Army.  The  "fenestron"  has  been 
reguested  in  the  specifications  for  the  Army's 
next  generation  helicopter...  the  LHX. 
As  we  see  it,  advanced  technology  is 
synonymous  with  increased  operational  safety 
and  reliability.  This  means  adapting  leading- 
edge  technology  to  satisfy  our  customer's 
needs,  which  is  one  reason  why  the  U.S.C.G.  as 
well  as  fire  departments,  police  units,  hospitals, 
armed  forces,  and  VIPs  the  world  over  place 
their  trust  in  Aerospatiale...  the  world's  leading 
helicopter  exporter. 


SE£  aerospatiale 


BALANCE  OF  POWER. 


Introducing  the  new  power  in  AT-cIass  personal  business  computers.  The  NEC  Advanced  Personal  Computer  n 

You're  the  kind  of  person  who's  very  serious  about  personal  computers.  The  kind  of  person  who  will  never  settle 
for  just  a  powerful  machine.  Or  just  a  compatible  machine.  Because  you  want  them  both.  You're  a  Power  User. 
And  the  NEC  APC IV™  is  the  one  machine  that  strikes  a  perfect  balance  between  compatibility  and  power. 
Because  the  APC  IV  offers  both  6  MHz  and  8MHz  processing  speeds.  ^ 
So  you  can  run  all  the  industry  standard  software.  Like  Lotus  1-2-3.™  dBase     ~7st^/?  /y~/fr/fifo MMl/v 
III.™  Multiplan.™  Windows.™  You  name  it.  '"^  #  *  ^ 

Plus  the  APC  IV  has  the  power  of  NEC  behind  it.  The  $  10  billion  leader 
In  computers  and  communications.  So  you  never  have  to  worry  about 
port  The  new  NEC  APC  IV.  Because  sooner  or  later,  you're  going  to  have 
'he  limit.  For  more  information,  call  NEC  at  1-800-343-4419  (in 
:4-8635).  NEC  Information  Systems,  Inc.,  Dept.  1610,  1414 
achusetts  Avenue,  Boxborough,  MA  01719.  NEC  Information  Systems,  Inc 
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puthern  Co.'s  operating  earnings  were 
ictually  up  slightly  in  a  tough  year,  thanks 
|  the  fact  that  a  good  chunk  of  its  capacity 
\  now  shockproof 

Tomorrow  is 
another  day 


By  James  Cook 


r|  he  Atlanta-headquartered 
Southern  Co.,  that  $6.8  billion 
utility  holding  company,  sold 
|%  of  its  output  last  year  to  neigh- 
liring  utilities  in  Florida,  Louisiana 
id  Texas.  But  no  more.  With  oil 
tees  down,  Florida  Power  Corp.  and 
prida  Power  &  Light  Co.  are  finding 


it  cheaper  to  burn  oil  than  to  take 
power  from  the  Southern  Co.  In  Texas 
and  Louisiana,  demand  is  off  so  sharp- 
ly that  near-bankrupt  Gulf  States 
Utilities  not  only  doesn't  need  the 
power  it  contracted  to  take  but  would 
be  hard  put  to  pay  for  it  even  if  it  did. 
Through  the  first  nine  months  of 
1986,  these  sales  were  off  35%. 
Despite  this,  Southern  Co.'s  operat- 


ing earnings  were  up  0.6%  in  the  first 
three  quarters  of  1986 — a  tough  peri- 
od. Somebody  must  be  doing  some- 
thing right — and  indeed  they  are.  Ed- 
ward L.  Addison,  56,  the  genial  elec- 
trical engineer  who  heads  the  utility 
holding  company,  has  made  some 
smart  moves.  Pay  no  mind  to  the  fact 
that  reported  earnings  per  share  were 
down:  This  was  mainly  a  result  of  the 
dilution  caused  by  the  sale  of  $288 
million  in  new  common  shares 
Southern  issued  to  finance  its  expan- 
sion. These  extra  shares  will  soon  be 
pulling  their  own  weight. 

Addison  explains  that  the  fall  in 
deliveries  to  neighboring  utilities 
"doesn't  really  affect  the  bottom  line 
because  we  are  selling  the  capacity  of 
these  plants,  not  their  output.  It's  a 
little  like  renting  a  car.  Hertz  doesn't 
really  care  how  much  you  drive  it. 
Our  customers  agree  to  take  a  mini- 
mum amount  to  keep  the  units  run- 
ning, but  they  get  the  energy  at  cost." 

Such  off-system  sales  were  only 
part  of  the  painful  but  generally  suc- 
cessful effort  the  company  made  in 
the  late  Seventies  and  early  Eighties 
to  cut  its  expansion  program  in  line 
with  the  declining  growth  in  prospec- 


uthem  Co.  President  Edward  L.  Addison 

•r  an  ailing  industrial  southland,  a  booming  service  economy. 


"100%  foreign  ownership. 
Unlimited  transfer  of -profit  arid  capital. 
No  corporate  taxes 
for  a  minimum  of  IS  years.. 
■  No  personal  income  taxes. 

No  import/export  taxes.  . 
No  sponsorship  restrictions. 
It's  just  the  base  we're  looking  for 
to  set  up  our  new  business!" 


Where  on  earth  is  this  place?' 


DUBAI 


YOUR  NEW  BASE  FOR  MIDDLE  EAST  MARKETS 


Is  a  trading/industrial  base  with  direct  access  to 
Middle  East  markets  a  futuristic  dream? 
Not  any  more. 

Dubai's  Jebel  AN  Free  Zone  has  made  it  easy  for  your 
company  to  set  up  operations  in  the  region.  And  only 
at  Jebel  Ali  Free  Zone  will  you  have  the  benefit  of 
retaining  100%  ownership.  Many  international 
corporations  have  already  taken  advantage  of  a  galaxy 


of  benefits  including  new  trading  freedoms,  cheap 
energy  sources,  international  telecommunications 
systems,  a  modem  infrastructure  and  the  largest 
man-made  port  in  the  world  right  on  our  doorstep. 
Jebel  Ali  Free  Zone  -  there's  no  place  on  earth  that 
offers  you  more.  Send  for  our  informative  brochure 
today. 


can  management 


Jebel  All  Free 
Zone  Authority 

For  further  information  contact: 
Charles  Heath,  P.O.  Box  800.  Iselin. 
New  Jersey  08830.  USA. 
or 

Director  of  Marketing 

P.O.  Box  3258,  Dubai.  United  Arab  Emirates 
Tel:  Jebel  Ali  56578  Telex:  47398  PAJA  EM 
Cable:  PAJADUB  UAE 
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HE  GULF  COOPERATION  COUNCIL 


i  Voysey 

iay,  the  Persian  Gulf  countries  are  be- 
'ining  the  economic  powerhouse  of  the 
ast.  Once  totally  reliant  on  oil  revenues, 
are  now  open  for  new  business  and  are 
sly  seeking  partnerships  and  joint  ven- 
with  Western  companies,  both  in  the 
nd  overseas.  Oil-related  downstream 
;ts,  manufacturing,  technology  transfer, 
ell  as  banking  and  investment  are  all 
itial  areas  of  growth, 
e  six  Arabcountries  which  belong  to  the 
Cooperation  Council  (GCC)  represent 
Df  the  most  significant  economic  and 
sal  groupings  in  the  Mideast.  The  GCC, 
t  was  formed  in  1981 ,  recently  com- 
d  its  sixth  summit  meeting  at  the  Abu 
)i  Inter-Continental  Hotel,  which  had 
i  refurbished  at  a  cost  of  more  than  $1 8 
m  for  the  occasion. 

e  GCC  members  are  Bahrain,  Kuwait, 
n,  Qatar,  Saudi  Arabia,  and  the  United 
ft  Emirates.  They  have  a  combined 
Illation  of  approximately  1 3  million.  The 
|  was  formed  to  coordinate  economic 
lElopments,  broaden  industrial  and 
lufacturing  bases  away  from  total 
;ndence  on  oil,  and  encourage  greater 
vement  by  the  private  sector.  Its  ad- 
strative  headquarters  are  in  Riyadh, 
al  of  Saudi  Arabia. 

neofthefirst  practical  moves  made  by  the 
was  the  formation  cf  its  first  financial  in- 
on  in  1 983 ,  the  Gulf  I  nvestment  Corpora- 
GIC),  which  is  located  in  Kuwait.  Other 
lopments  have  included  setting  new 
agreements,  establishing  common 
jfacturing  and  industrial  standards,  and 
mlining  such  major  heavy  industrial  pro- 
as steel  rolling  mills,  aluminum  smelters, 
cement  and  fertilizer  works.  It  has  also 
active  in  both  seaand  air  transportation 
brs. 


E  GULF  INVESTMENT  CORPORATION 


'.  Khaled  Al-Fayez,  chief  executive  offi- 
cer of  the  GIC,  outlines  its  strategy  for 
Jture: 

e  general  mandate  of  the  Gulf  Invest- 
t  Corporation  is  to  promote  the  establish- 
t  of  companies,  joint  ventures  and 
lerships  in  the  fields  of  manufacturing, 


commerce,  agriculture,  mining  and  real 
estates,  as  well  as  other  services,  by  investing 
in  their  equities  and  providing  the  necessary 
loan  funding.  In  order  to  participate  in  any  pro- 
ject, GIC  is  required  by  its  charter  to  determine 
the  commercial  soundness  and  viability  of  the 
project. 

For  this  purpose  the  corporation  was  en- 
dowed with  an  authorized  capital  of  $2.1 
billion,  equally  subscribed  by  the  six 
shareholding  countries,  of  which  $540  million 
has,  so  far,  been  paid  up. 

Beginning  in  May  1 984,  and  now  in  its  third 
year  of  operation,  GIC 's  balance  sheet  now 

wm^^m!  stanQ,s  at  approx- 
imately  $1.4  billion.  At 
f^HH^^H  the  present  time,  the 
^fe^£gj|^  ^  corporation's  policy  is 
i  to  concentrate  on 
direct  investment  op- 
portunities within  the 
Gulf  states,  however, 
expansion  to  other 
parts  of  the  world  will 


Dr.  Khaled  Al-Fayez 


be  considered  at  a  later  date.  Since  its  incep- 
tion, the  corporation  has  evaluated  72  pro- 
jects involving  equity  participation  and/or  loan 
funding  and  has  undertaken  a  number  of 
financial  advisery  assignments. 

Currently,  GIC  is  actively  considering  14 
projects  with  a  total  value  in  excess  of  $3 
billion.  Of  these,  four  areat  an  advanced  stage 
of  commitment  at  a  capital  cost  of  some  $750 
million.  Two  of  these  projects  include  an  aero- 
engine overhaul  facility,  in  partnership  with 
General  Electric,  and  an  aircraft  modification 
center,  in  partnership  with  Boeing  Industrial 
Technologies  Group.  Both  these  projects,  to 
which  local  enterprises  are  also  party,  are  to 
be  located  a  Riyadh  Airport  in  Saudi  Arabia. 
The  other  two  projects  are  concerned  with  the 
establishment  of  a  steel  wire  drawing  plant 
and  an  aluminum  rolling  mill. 

The  corporation  is  also  active  in  the  inter- 
national money  and  capital  markets,  and  it 
oversees  the  management  of  its  extensive  in- 
ternational capital  portfolio.  The  corporation 
is  keen  to  establish  and  promote  the  develop- 
ment of  local  securities  issuances  and  stands 


ready  to  make  a  market  in  these  products. 

With  its  enormous  capital  base,  its  1 40  staff 
mem  bers  centering  on  a  core  of  professionals 
in  direct  investment,  corporate  finance, 
marketable  securities,  treasury  operations, 
and  portfolio  management,  and  with  a  clear 
mandate  to  operate,  GIC  is  poised  to  make 
a  major  contribution  to  the  economic  welfare 
and  development  of  the  GCC  states. 


JEBELALI 


ccording  to  astronauts,  one  of  the  few 

i.  man-made  works  visible  from  space  is 
the  great  port  of  Jebel  Ali  near  Dubai  in  the 
United  Arab  Emirates.  Like  a  reversed  "F" 
carved  out  of  the  desert,  it  isthe  biggest  man- 
made  harbor  in  the  world.  It  has  67  deep- 
water  berths,  container  wharves,  ro-ro 
facilities  and  a  massive  cold  store.  In  all,  the 
port  covers  more  than  7 , 500  acres  and  it  takes 
20  minutes  to  drive  from  one  side  to  the  other. 

But  it  is  more  than  just  a  port  offering  har- 
bor facilities.  Operated  now  by  the  Jebel  Ali 
Free  Zone  Authority  (FZA),  it  is  becoming  a 
major  cargo  distribution  and  manufacturing 
center,  aimed  at  serving  the  needs  of  more 
than  one  billion  people— a  quarter  of  the 
world's  population. 

Within  easy  reach  of  the  rest  of  the  region 
including  the  southern  Mediterranean  coun- 
tries, East  and  Southern  Africa,  and  the  Asian 
Subcontinent,  the  port  of  Jebel  Ali  is  the 
Mideast's  point  of  departure.  At  present,  com- 
panies from  Europe,  America  and  the  Far 
East  have  been  banging  on  the  doors  of  the 
FZA  since  it  announced  a  new  packaged  deal 
of  investment  incentives  two  years  ago. 

"Now  we  have  more  than  100  companies 
up  and  running  their  operations,"  says  Jim 
Scott,  executive  director  at  Jebel  Ali.  The  most 
recent  entranttothecomplex,  which  already 
includes  a  major  power  station  and  desalina- 
tion plant,  and  an  aluminum  smelter,  is  British 
Petroleum,  whose newlube oil  plant  isabout 
to  start  up.  McDermott  has  just  moved  its  oil 
field  supplies  base  from  downtown  Dubai  to 
the  site,  joining  such  companies  as  Cleveland 
Bridge,  Polaroid,  Black  &  Decker  and  scores 
of  other  globally  known  names. 

The  original  development  of  Jebel  Ali  was 
a  canny  hedge  by  Dubai's  ruler,  Sheikh 
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GULF 

Gulf  Investment  Corporation,  the  first 
financial  institution  set  up  under  the 
auspices  of  the  Gulf  Co-operation  Council, 
and  now  in  its  third  year  of  operation,  has 
grown  into  a  major  financial  force. 

INVESTMENT 

Gulf  Investment  Corporation  is  much  more 
than  an  investment  company.  It  is  unique  in 
that  it  not  only  backs  projects  originating 
from  the  Gulf  and  international  business 
communities  but  also,  through  a  dedicated 

projects  group,  is  actively  generating 
commercially  viable  enterprises  within  the 
Gulf  Co-operation  Council  countries. 

CORPORATION 

Projects  Group,  Treasury,  Corporate 
Finance,  Portfolio  Management.  The  sum  of 
all  Gulf  Investment  Corporation's  trading 
activities  to  year  end  1985  saw  balance 
sheet  totals  rise  from  a  1984  level  of 
US  $ 475  million  to  US  $  1 ,048  million,  with  a 
net  profit  of  US  $  57.2  million.  The  figures 
for  1986,  with  the  build  up  phase  virtually 
complete  and  all  systems  up  and  running, 
project  further  substantial  improvement. 
1987  will  be  a  year  of  significant 
achievement,  confirming  that  Gulf 
Investment  Corporation  is  the  major 
financial  force  leading  the  development  of 
economic  integration  in  the  Gulf. 


GULF  INVESTMENT  CORPORATION 
The  new  shape  of  investment  in  the  Gulf 

>2,Safat  13035,  Kuwait  •  Courier:  Joint  Banking  Centre, 
Building,  Safat.  Kuwait  •  Telephone:  (965)2431911 
i6GICORP.  •  Telefax:  (965)244  8894  •  Cable:  GICORP  • 


Rashid  bin  Sa'id  Al  Maktoum,  again 
downturn  in  the  oil  market.  The  old  she 
now  in  poor  health ,  always  had  an  eye  fi 
good  deal.  His  Emirates'  prosperity  is  foul 
ed  on  trade  and  he  has  the  shrewd  eye 
merchant  who  is  not  going  to  miss  a  char 

While  the  sheikh  was  out  walking  nine  ye 
ago  near  his  favorite  picnic  spot  on  theco 
(now  dominated  by  a  satellite  transmitter 
tion)  he  suddenly  plunged  his  walking  si 
into  the  sand  and  declared  to  those  arou 
him,  "I  want  a  port— build  it  here  and  ha* 
working  in  four  years." 

And  that  was  how  the  decision  to  buildl 
world's  biggest  port  was  made.  Those  v 
said  it  was  going  to  be  another  "wli 
elephant"  project  conceived  during 
golden  days  of  Arab  oil  spending  were  to 
proven  wrong. 

Even  though  some  time  has  passed  bel 
projectsgot  underway,  theincentivestomi 
Jebel  Ali  the  most  enticing  tax-free  cente 
the  Mideast  are  beginning  to  pay  off.  \ 
company  moving  into  the  FZA  is  treatec 
an  offshore  operation  outside  the  fiscal  £ 
legal  jurisdiction  of  the  United  Arab  Emirai 
In  addition  to  being  offered  guaranteed 
holidays  and  other  fiscal  inducements,  a 
panies  can  choose  their  own  em  ployeesfr 
any  country  without  central  government 
tape. 

Dubai  long  ago  realized  that  its  fortui 
had,  and  always  would,  depend  on  tradi 
particulary  exporting  and  reexportmg  to 
region  and  further  afield.  It  has  always  ha 
much  more  relaxed  and  liberal  attitu 
toward  fostering  business  enterprise  than 
its  neighbors. 

Commenting  on  Jebel  Ali,  Abdul  Rahrr 
G.AIMutaiwee,  director  general  of  the  Du 
Chamber  of  Commerce  and  Industry,  wh 
has  been  closely  involved  in  establishing, 
FZA,  says,  "We  had  to  search  for  anot 
source  of  income— we  had  to  diversifyj 
create  something  new  for  our  economy! 

And  that  is  exactly  what  has  happeneo 
Jebel  Ali  continues  to  expand.  Says  So 
"We  have  just  completed  another  five  mi 
of  paved  roads  within  the  FZA.  Anotl 
20,000  square  feet  of  office  space  is  read> 
occupation  for  those  wanting  to  carry 
commercial  operations,  and  six  manufac 
mg  plants  have,  or  are  about  to  start  u 
These  include  food  processing,  texi 
manufacturing,  and  other  light  indust 
processes. 

Last  fall  also  saw  the  completion  of 
1 0,000-ton  gram  silos,  making  it  the  larg 
grain  elevator  complex  within  the  GCC.  1 
FZA  also  has  optimistic  hopes  of  major  a 
assembly  operations  moving  in,  along  v 
one  of  the  world's  largest  camera  manuf 
turers  from  the  Far  East. ' '  But  we  don't  w 
to  say  too  much  about  the  yet,"  saysSc 
"There's  many  a  slip  between  cup  and  lii 

So  far,  there  have  not  been  too  many  si 
and  Jebel  Ali  is  proving  to  be  a  prime  ex£ 
pie  of  what  the  Gulf  Cooperation  Coui 
members  can  achieve. 


Lee  Voysey  is  a  London-based  business  journalist! 
frequently  travels  to  the  Middle  East. 


Southern's  $8.4  billion  Vogtle  nuclear  plant  near  Augusta,  Ga. 
How  much  of  the  cost  will  wind  up  in  the  rate  base? 


tie  electrical  demand.  Southern  sold 
W/o  of  its  half-finished  Vogtle  nucle- 
I  power  station  to  local  municipal 
Lisumers.  Working  out  those  off- 
Bjitem  sales  and  various  other  ar- 
t  lgements  enabled  Southern  to  fin- 
vL  some  coal-fired  units  it  already 
hi  under  construction. 
Not  that  Southern  isn't  expanding. 
[  s.  Southern  will  add  about  1  mil- 
Ln  kilowatts  of  nuclear  capacity  in 
B7  and  1988,  and  another  3  million 
kowatts  or  so  in  coal  capacity  by 
pi.  But  demand  is  also  expanding — 
[  ter  than  it  is  at  almost  any  other 
ttijor  utility  system  in  the  country. 
5te  drought  that  devastated  the 
E.Jth's  agricultural  economy  last 
5,nmer  sent  air  conditioners  hum- 
tng  and  lifted  electrical  demand  to 
rlord  levels.  But  the  drought  is  only 
it  of  it.  By  the  end  of  September 
qnmercial  demand  was  up  7.6% 
mi  the  year  before,  residential  de- 
crnd  8.5% .  That's  the  kind  of  growth 
Bithern  used  to  experience  regularly 
lithe  Sixties.  Long  term,  Addison 
5(11  expects  demand  to  grow  at  2.4% 
near.  Most  utilities  consider  a  20% 
r«erve  margin  essential  for  reliable 
sjvice.  Even  with  the  considerable 
Mansion  of  capacity  under  way,  Ad- 
ion  feels  his  reserve  margin  will 
Elctuate  between  that  and  no  more 
tfm  28%. 

(Vhy  the  growth?  Addison  points 
d|:  that  Southern's  four-state  market 
i|one  of  the  fastest-growing  in  the 
E.  Atlanta  is  booming,  thanks 
:( efly  to  continuing  development  of 
['service  economy,  and  so  is  much  of 
I  rest  of  the  South,  despite  the  trou- 
cjis  in  such  industries  as  textiles,  for- 
l\  products  and  steel.  Georgia,  spe- 
;  .cally,  is  the  fourth-fastest-growing 
||jte  in  the  Union.  Gwinnett  County, 
:  :side  of  Atlanta,  more  specifically, 
Ikhe  fastest-growing  county  in  the 
[(5.,  bar  none. 

i'lo  Addison  worries  less  about  hav- 
II:  too  much  capacity  than  he  does 
ii)ut  recovering  a  reasonable  amount 
:  the  billions  he  has  spent  so  far  to 
!  [uire  it.  To  allay  any  regulatory 
i  rries  about  runaway  costs  South- 
i  has  voluntarily  set  an  $8.4  billion 
i)  on  the  amount  it  will  attempt  to 
[  over  from  its  45. 7% -owned  Vogtle 
n:lear  plant.  And  it's  also  trying  to 
t  nmer  out  a  scheme  to  phase  in  the 
sits  of  its  expansion  program  on  a 

•  icdule  that  will  not  unduly  burden 
s  ;ner  the  company's  rate  payers  or  its 

•  ckholders. 

"hus,  with  annual  earnings-per- 
E  i ire  growth  averaging  10.5%  in  re- 
C  jit  years  and  its  return  on  equity 
1  Vo,  Southern  ranks  as  one  of  the 
1  test-growing  and  most  profitable 


companies  in  the  business.  It's  true 
those  earnings  are  not  quite  so  sub- 
stantial as  they  look.  Last  year,  60% 
consisted  of  noncash  credits  from  var- 
ious projects  still  under  construction. 
But — regulators  permitting — the  cash 
component  will  steadily  increase  as 
Southern's  construction  program 
winds  down. 

Indeed,  like  many  another  utility 
executive,  Addison  is  already  think- 


By  Jill  Andresky 

W'hen  ICH  Corp.,  the  $3.8  bil- 
lion (assets)  life  insurer,  last 
month  came  to  market  with  a 
$600  million  offering  of  preferred 
stock  and  debentures,  it  looked  like  a 
rock-solid  opportunity  for  investors. 
After  all,  ICH  itself  has  been  a  fabu- 
lous investment  in  recent  years.  Since 


ing  about  diverting  cash  into  other 
things.  He  has  already  ticketed  $125 
million  for  diversification,  mainly 
into  related  technologies  like  cogen- 
eration  and  solar  power,  and  created  a 
wholly  owned  subsidiary,  Southern 
Electric  Investment,  to  oversee  the 
job.  As  a  start,  Southern  has  acquired 
an  85%  interest  in  a  joint  venture 
with  Chronar  Corp.  to  manufacture 
and  sell  photovoltaic  panels.  ■ 


1981  revenues  at  the  Louisville,  Ky.- 
based  firm  have  grown  at  a  50%  annu- 
al clip,  earnings  per  share  have 
climbed  rapidly  as  well,  and  the  stock 
has  gone  from  a  mere  $1  per  share  to  a 
present  value  of  about  $23. 

Does  this  make  ICH  a  good  deal?  In 
fact,  it  makes  it  a  dicey  deal.  It's  the 
old  story:  Nothing  grows  to  the  sky. 
The  very  fact  that  the  company  has 


Mark  Twain  once  lamented  of  bourbon 
that  too  much  is  never  enough.  You  cant 
say  the  same  thing  about  debt,  though. 


Demon  debt 


COMPANY. 


From  world  leadership  in  packaging  comes 
the  power  for  O-I's  growth. 


I  The  packaging  industry  is  currently  undergoing  dramatic  consolidation 
^restructuring.  Significant  players  are  cashing  in  their  chips  and  with- 
iving— expressing  concern  about  the  "static"  nature  of  the  business.  We 
it  see  it  that  way.  At  Owens-Illinois  we're  committed  to  packaging  long  term — 
to  here  in  the  U.S.  and  around  the  globe. 

i  Our  strategy  is  to  be  the  best  in  glass,  plastic  and  corrugated  packaging, 
[veil  as  closures.  Best  in  terms  of  quality,  productivity,  reliability  and  total 
|e.  We've  made  the  necessary  investments  to  be  sure  our  manufacturing 
lities  are  state-of-the-art  and  on  the  cutting  edge  of  technology.  We  intend 
[jeep  them  that  way.  And  our  people  are  committed  to  winning. 
J  We  are  proving  consistently  that  packaging  does  offer  profitable  oppor- 
Ities  for  a  true  leader  in  the  field.  And  in  this  scenario  of  fewer  and  fewer 
sfers,  we  like  our  chances  over  time. 

ij  Our  packaging  business  also  continues  to  generate  substantial  amounts 
<  ish  for  investment  in  selective,  high-growth  areas.  And  we  are  investing. 
Is  already  the  fifth  largest  investor-owned  operator  of  extended  health  care 
:  ities  and  one  of  the  five  largest 
(ilucers  of  residential  mortgages  in 
(nation. 

(  Owens-Illinois.  A  $3.7  billion  global 
E  inization  focused  on  customer 
i  sfaction  and  profitable  growth.  You 
«  i\d  get  to  know  us  better.  We're 
i  ding  on  the  power  of  packaging.  OW ENS-ILLINOIS 

Toledo,  Ohio  43666 


makes  roses 
even  rosier. 

A  dozen  roses 
anda$10AT&T 
Long  Distance 
Gift  Certificate. 
$49.95. 

Superb  quality,  long-stem  roses  in 
red,  yellow,  or  pink,  and  an  AT&T  Long 
Distance  Gift  Certificate  to  help  those 
you  feel  close  to,  stay  close.  Great  for 
last-minute  shopping.  Delivery  within 
24  hours.*  Most  major  credit  cards. 
AT&Tguarantees  satisfaction. 

*48-hour  delivery  to  some  areas. 
Delivery  Mon.-Sat 

Call:  1800  GIFT  ATT, 
Ext.  662. 


AT&T 

The  right  choice. 

©AT&T  1986 


TAKE  A  CLOSER  LOOK 
AT  YOUR  INVESTMENT 
OPPORTUNITIES  WITH 

INVESTORS 
VIDEO  MAGAZINE 

In  a  one-hour  videotape,  noted  TV 
commentator  Paul  Kangas  and  the 
IVM  team  of  correspondents  profile 
six  companies  with  low-priced  stocks 
and  high  growth  potential. 

FOR  LESS  THAN  THE  COST  OF 
A  SINGLE  TRADE,  Investors  Video 
Magazine  gives  you  in-depth  analysis 
and  on-site  interviews  with  top 
management— for  a  first-hand  look 
at  their  products  and  operations. 

SPECIAL  INTRODUCTORY  OFFER 

Only  $19.95  (tax  deductible  in  1986) 
Add  $3  for  snipping  and  handling 
NY  residents  please  add  sales  tax 


To  order,  call  800  628-2828  (x853)  today 


INVESTORS 

VIDEO 
MAGAZINE 

Suite  1105 
82  Wall  Street 
\X  NY  10005 


Robert  Shaw,  ICH  chief  executive 
Forget  new  policies,  try  creative  accounting  and  pyramiding. 


been  compounding  at  50%  suggests 
strongly  that  it  cannot  possibly  keep 
this  up. 

The  company  is  tightly  controlled 
by  Robert  Shaw,  51,  who  owns  100% 
(with  a  small  group  of  associates)  of 
the  B  stock,  which  elects  the  board  of 
directors.  During  his  20  years  as  chair- 
man and  chief  executive  officer  of 
ICH,  Shaw  has  built  his  company  not 
by  writing  policies,  but  by  acquiring 
ever-larger  competitors,  and  then 
pledging  them  as  collateral  for  loans 
to  acquire  yet  more  companies.  It's 
known  as  pyramiding. 

"Shaw  doesn't  want  to  write  new 
policies,  because  that  would  depress 
cash  flow — he  would  have  to  pay  off 
90%  of  the  brokers'  commissions  dur- 
ing the  first  year,"  explains  David 
O'Leary,  director  of  research  for  the 
brokerage  firm  of  Fox-Pitt,  Kelton. 
"So  if  he  wants  to  keep  up  the  kind  of 
growth  ICH  has  become  known  for, 
there's  only  one  way  to  do  it — by  rais- 
ing the  capital  to  acquire  large  life 
insurance  companies." 

Until  recently,  nearly  all  of  that 
capital  has  been  raised  in  the  form  of 
debt.  The  result?  ICH  has  emerged  as 
far  and  away  the  most  debt-burdened 
major  life  insurance  company  in  the 
country.  It  has  a  debt-to-equity  ratio 
of  around  2.6-to-l,  which  is  almost  25 
times  what  the  industry  average  was 
last  year. 

ICH's  financial  picture  would  look 
even  worse  were  it  not  for  some  high- 
ly creative  accounting  on  the  com- 
pany's balance  sheet.  Take  the  $322 


million  "asset"  that  appears  on  i 
ledger  as  "present  value  of  future  pre 
its  of  acquired  businesses."  In  pla 
English,  ICH  is  balancing  its  books 
claiming  as  an  "asset"  $322  milli^ 
worth  of  income  that  the  compai 
has  not  even  earned  yet— and  may 
never  will. 

Or  take  another  $250  millio 
claimed  for  "excess  cost  of  inves 
ments  in  subsidiaries  over  net  assa 
acquired,  net  of  accumulated  amori 
zation."  That's  "goodwill,"  meanu 
excess  of  price  paid  over  assets  a 
quired.  The  goodwill  may  or  may  nl 
be  valid,  but  it  is  not  the  same  thing; 
cash  or  marketable  securities — n{ 
under  any  conditions. 

But  too  many  investors  care  moi 
for  trend  lines  on  an  earnings  chai 
than  about  what  underlies  the  trenl 
Says  O'Leary:  "As  long  as  the  stoc 
market  keeps  providing  Shaw  with 
window  of  opportunity  to  finance  ai 
quisitions,  who  cares  how  soft  til 
balance  sheet  is?" 

So  the  money  has  kept  pouring  ii 
With  the  help  of  Kidder,  Peabody  an 
Little  Rock,  Ark.'s  Stephens  InC 
Shaw  has  gone  to  market  twice  th 
year,  raising  $121  million  in  Ma 
from  a  common  stock  offering  an< 
last  month,  that  $600  million  in  pr< 
ferred  stock  and  debentures. 

ICH  plans  to  use  that  money,  an 
more,  to  acquire  five  insurance  sul 
sidiaries  from  Tenneco  Inc.  for  arouo 
$1.36  billion. 

How  high  can  a  pyramid  go  before 
starts  to  get  shaky?  ■ 


le  Mission 

Range  (sm) 
(6  Passengers) 

Maximum  Seating 
Capacity 

Custom  Completion 

Custom  Completion 
Options 

imum  Range 

3350 
(coast-to-coast: 
100  kt  headwinds) 

up  to  8 

Entry  way  holds  maximum 
baggage— all  accessible 
in-flight. 

Two  New  Auxiliary 
Power  Units 

imum  Cabin 

2930 
(coast-to-coast: 
average  winds) 

up  to  10 

Expands  useful  cabin  to 
allow  "club  fours."  Includes 
pannier  with  28  cu  ft  of 
exterior  baggage  storage. 

Three  EFIS  Systems 

imum  Baggage 
ange 

3350/2930 
(coast-to-coast: 
(100  kt  headwinds/ 
average  winds) 

up  to  8 

Standard  front,  rear, 
luggage  storage/pannier 
baggage. 

Four  Baggage 
Arrangements 

One  Extraordinary  Aircraft;  Three  Typical  Configurations 

irt  with  the  world's  most 
9nt  combination  of  business 
rframe,  engine  and  cabin: 
lAe  800.  Select  the  range, 
:abin  configuration  that 
suits  your  company's  travel 
Is.  Now  choose  from  six 
Dendent  completion  centers, 
ch  of  these  completion 
3rs  brings  its  own  pro- 
ary  designs  to  your  cabin 

Bf7tTiSH  AEROSPACE  "m* 

h  Aerospace,  Inc.  Offices  in  North  America:  Washington,  DC  •  703/478-9420  •  Wilmington,  DE  302/322-8000  •  New  York  516/981-8000 
Chicago  312/299-7000  •  Houston  713/644-8000  •  Los  Angeles  714/756-0146  •  Toronto  416/673-0800 


and  avionic  requirements. 

Select  the  larger  cabin  with 
pannier  baggage  compartment, 
or  opt  for  long-range  fuel. 
Choose  one  of  three  approved 
EFIS  instrument  displays. 
Specify  all-digital  avionics. 
Order  thrust  reversers.  The 
choice  is  yours. 

But  let  us  help.  For  full 
details,  call  your  nearest  BAe 


regional  office.  Or  write  Kenneth 
C.  Spinney,  Vice  President 
Marketing-Corporate,  British 
Aerospace,  Inc.,  P.O.  Box  17414, 
Washington  Dulles  International 
Airport,  Washington,  DC  20041. 


The  Most  Efficient  Business  Jet  in  the  World 


How 
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COMPAQ  announces  its  big 
improvement  yet  to  the  indu 
standard— the  new  COM 
DESKPRO  386.'M  It  reaches 
higher  levels  of  speed,  com; 
bility,  performance  and  exp. 
ability  than  have  ever  b 
possible  in  personal  compu 
At  the  heart  of  this  breakthrc 
is  the  new  high-speed,  32-bit 
MHz  Intel'  80386  microproce 


Introducing  the  new  COMPAQ  DESKPRO 


The  most  advanced  persor 


.-  COM  PAQ  DESKPRO  386™  is  a  trademark  of  COMPAQ  Computer  Corporation.  Intel- is  a  registered  trademark  ol  Intel  Corporation.  Microsoft '  is  a  registered  trademark  of  MicrosolB 
'  '        '  d  trademarks;  Symphony™  is  a  trademark  of  Lotus  Corporation.  dBASE  III  PLUS'  is  a  registered  trademark  of  Ashton  Tate  I  1986  COMPAQ  Computer  Corporation,  all  rights  reserved.  I 


Ivanced-technology 
Miiputers 


runs  industry-standard 
'/are  2-3  times  faster 
ever  before.  But  the 
is  just  the  beginning  of 
itory.  We  surrounded  it 
[dozens  of  features  and 
icements  to  create  the 
1  advanced  personal 
niter  in  the  world. 


h  component 
le  very  best 


The  Intel  80386  micro- 
processor is  faster  and 
more  powerful  than  its 
predecessors. 


component  has 
optimized  to 
idvantage  of  the 
:reased  speed 
and  power  of 

the  80386.  We  offer,  for 
instance,  more  stor- 
age,  up  to  130  Mega- 
bytes, with  access 
times  50  to  150  per- 
cent faster  than 
most  computers. 
Plus  you  get  the 
flexibility  of  up  to 
four  storage  de- 
vices. But  that's 
just  the  beginning. 
We  give  you  more 
memory.  Enhanced 
color  graphics.  Even  a 
built-in  expanded  mem- 
i y  manager  that  breaks  the 
:!  barrier  of  current  operating 
|ns.  We  improved  the  key- 
i  ,  quadrupled  the  capacity 
I  internal  fixed  disk  drive 
lip  to  40  Megabytes  and 
:  it  twice  as  fast  as  before, 


then  went  on  to  add  a  host  of 
other  features.  Combined, 
they  make  this  the  first  PC  to 
offer  a  true  minicomputer 
level  of  performance  in  a  ver- 
satile, industry-standard  desk- 
top computer. 


The  winning  numbers 

The  new  COMPAQ  DESKPRO 
386  features  advanced  32-bit 
architecture  that  processes 
twice  as  much  information  as 
16-bit  computers  in  the  same 
amount  of  time.  Coupled  with 
its  impressive  16-MHz  pro- 
cessing speed,  it  radically  im- 
proves the  responsiveness  of 
spreadsheets,  databases  and  net- 
works as  well  as  the  ease  of 
multi-tasking. 

It  runs  thousands  of  business 
programs  as  well  as  all  the  popu- 
lar engineering  software,  achiev- 
ing an  unparalleled 
level  of  performance, 
and  making  it  a  replace- 
ment  for  expensive 
dedicated  engineering 
and  scientific  work- 
stations. 

And  because  it's 
so  compatible, 
there's  no  other 
personal  com- 
puter more  con- 
nectable.  As  a 
result,  you  can 
use  industry- 
standard  expan- 


sion boards  to  network,  communi- 
cate with  mainframes  and  mini- 
computers, or  even  support  several 
terminals. 

History  in  the  making 

The  COMPAQ  DESKPRO  386 
combines  superior  technology 
with  COMPAQ  innovation  to  let 
you  do  things  once  thought  im- 
possible or  impractical  with  PCs. 
There  may  be  companies  that  copy 
one  or  two  of  its  features,  but  it  will 
be  years  before  they  can  copy 
them  all.  It's  clearly  the  computer 
of  choice  for  today's  and  tomor- 
row's most  demanding  users.  From 
the  company  with  the  highest 
user  satisfaction  ratings  in  the  in- 
dustry. For  the  Authorized  Dealer 
nearest  you,  or  to  obtain  a  bro- 
chure, call  1-800-231-0900  and  ask 
for  Operator  27.  In  Canada,  call 
416-449-8741,  Operator  27. 


Industry-standard 
software  now  performs 
2-3  times  faster  than 
ever  before. 


It  simply  works  better. 


nputer  in  the  world 


comPAa 
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Procter  &  Gamble  charged  into  Osaka  with 
marketing  strategies  that  played  so  well  in 
Ohio.  The  results  were  disastrous. 


"They  didn't  listen 
to  anybody" 


SOMEHOW  IT  JUST  DIDN'T  Seen 
translate:  Procter  &  Garr 
has  performed  miserably  si 
invading  Japan  in  1973,  losing  in 
process  an  estimated  quarter  of  a 
lion  dollars. 

Bitter,  a  Japanese  ex-P&G  empla 
sums  it  up:  "They  did  not  listen 
anybody." 

P&G's  performance  is  all  the  ro| 
shocking  because  the  company  st 
ed  well.  For  example,  its  Cheer  . 
Bonus  laundry  soaps  together  rj 
15%  of  the  Japanese  detergent  mar 
in  the  late  1970s;  Cheer  was  the  1( 
ing  brand  nationwide  with  over  1C 
P&G  pioneered  disposable  diapers 
1978  with  Pampers,  grabbing  a  9 
share;  and  Camay  took  3.5%  of  a  v 
competitive  soap  market. 

Today?  Recovering  a  bit,  but  a 
not  so  good.  After  a  sharp  slide  P< 
now  controls  12%  of  the  $1.2  bill 
detergent  market;  Camay's  share 
dropped  to  2.5%  of  the  $500  mill 
soap  market  despite  an  improvem. 


.products  in  a  Tokyo  supernuirket 
Cin.cixma.ti  rule  book  doesn't  apply 


sales  this  year,  and  Pampers  holds 
y  15%  of  the  $625  million  dispos- 
e  diaper  business. 
Vhen  the  Japanese  invade  a  U.S. 
rket,  they  study  it  carefully.  They 
not  assume  that  what  goes  in  Japan 
.1  go  in  the  U.S.  P&G  apparently 
ked  this  necessary  humility.  Cheer 
ispered  at  first  by  discounting  its 
ce.  But  that  alienated  wholesalers 
;ause  it  reduced  their  margins.  Ex- 
tent relationships  with  wholesal- 
:  and  retailers  are  a  big  reason,  for 
imple,  why  Kao  and  Lion,  the  big- 
t  Japanese  household  products 
kers,  get  into  many  more  retail 
:lets  than  P&G. 

The  discount  strategy  also  devalued 
r:  product's  reputation.  Says  one 
npetitor:  "Unlike  in  Europe  and 
U.S.,  once  you  discount  your  prod- 
in  Japan,  it's  hard  to  raise  the  price 
;r." 

:Vith  its  price-cutting  policy,  P&G 

0  seems  to  have  missed  the  crucial 
it  that  many  Japanese  housewives, 
jiike  U.S.  shoppers,  do  not  have  a 
laily  car  to  lug  their  groceries  in. 
ley  walk  and  carry.  So  they  prefer 
ppping  close  to  home:  At  least  30% 
detergent  is  sold  at  neighborhood 
|m-and-pop  stores  in  Japan.  These 
jail  retailers,  with  limited  shelf 
[ce  and  turnover,  don't  like  to  carry 
counted  goods  because  they  make 
e  money  on  them. 

Lao  and  Lion  concede  that  P&G's 
lergents  are  as  good  as  theirs,  but 

1  U.S.  rival  blundered  in  formulat- 
I  the  product.  In  the  late  1970s  the 
tanese  mass  media  and  public  opin- 
|  turned  on  the  detergent  industry 
ft  a  celebrated  red  tide  pollution 
|ident  in  Lake  Biwa — a  popular 
Irist  spot.  Result:  The  Japanese  in- 
fcluced  phosphate-free  detergent  in 
BO,  but  P&G  didn't  roll  out  a  simi- 
I  product  until  1982.  Yet  P&G  did 
re  a  phosphate-free  detergent  in  the 
fc.  market. 

Misguided  advertising  also  dam- 
id  Cheer.  In  the  late  1970s,  for  ex- 
tple,  Japanese  housewives  voted 
leer  ads  the  least  liked  on  TV  be- 
ilse  they  were  repulsed  by  a  hard 
I  that  stressed  product  benefits  and 
|r  testimonials.  Bad  advertisements 
■re  even  more  devastating  to  Camay 
jp.  In  one  commercial  in  the  late 
ii'Os,  a  man  meeting  a  woman  for 
|  first  time  immediately  compares 
|  skin  to  that  of  a  fine  porcelain 
p.  Although  a  similar  ad  worked  in 
I  Philippines,  South  America  and 
rope,  the  Japanese  were  insulted. 
fFor  a  Japanese  man  to  say  some- 
ng  like  that  to  a  Japanese  woman 
ans  he's  either  unsophisticated  or 
ile,"  says  an  adman  who  worked  on 


the  account  at  P&G's  agency,  Grey 
Daiko  Advertising,  a  subsidiary  of 
Grey  Advertising.  The  Japanese  ad  ex- 
ecutives warned  that  women  would 
find  the  commercial  offensive,  but 
"P&G  just  wouldn't  listen." 

P&G's  follies  in  the  disposable  dia- 
per market  have  probably  dealt  the 
biggest  blow  to  its  considerable  corpo- 
rate ego.  In  1978  P&G  essentially  in- 
troduced disposable  diapers  to  Japan 
and  invested  heavily  in  educating 
consumers. 

In  1981,  when  Unicharm,  a  small- 
ish Japanese  sanitary  napkin  maker, 
entered  the  business,  Pampers  con- 
trolled over  90%  of  a  $100  million 
market.  The  Japanese  quickly  retali- 
ated by  producing  a  better  product.  By 
1985  Pampers'  share  had  collapsed  to 
5%.  "P&G  underestimated  the  tech- 
nical capabilities  of  the  Japanese  com- 
petition," says  one  former  company 
insider.  This  year  P&G's  share  has 
crept  back  to  15%  of  a  $625  million 
market  with  the  launch  of  New  Pam- 
pers, a  product  that  is  based  in  part  on 
Japanese  technology. 

Another  marketing  opportunity 
missed:  P&G  stuck  too  long  to  its 


global  policy  of  advertising  the  brand 
and  not  the  company.  "People  here 
like  to  have  a  relationship  with  a 
manufacturer,"  explains  one  advertis- 
ing executive  with  long  experience  in 
the  market.  Japanese  advertisements 
usually  end  with  a  flash  of  the  com- 
pany's name,  something  P&G  has  fi- 
nally added  to  its  commercials  in  re- 
cent months. 

All,  happily,  is  not  lost.  P&G  is  in 
Japan  to  stay  and  is  learning,  albeit 
slowly,  from  its  mistakes.  It  is  mak- 
ing a  major  investment  in  plant  ex- 
pansion and  is  planning  a  new  techni- 
cal center.  P&G  did,  after  all,  lose 
money  for  many  years  in  such  Europe- 
an markets  as  West  Germany,  Italy 
and  Spain. 

As  evidence  that  it  has  learned  from 
its  mistakes,  P&G  points  to  Ariel,  a 
detergent  introduced  this  year  and  re- 
formulated for  Japanese  washing  hab- 
its, which  means  short  cycles,  cold 
water,  and  small  machines.  "We 
learned  a  lesson  here  about  tailoring 
your  products  and  marketing  to  the 
maiket,"  says  Edwin  Artzt,  vice 
chairman  of  Procter  &  Gamble.  Pity  it 
took  so  long  and  cost  so  much.  ■ 


You  cant  listen  to  your  customers  when 
you  dont  speak  their  language.  Common 
sense?  It  took  Burger  King  an  uncommon 
long  time  to  figure  it  out. 

Learning  to  do  it 
their  way 


By  Diana  Fong 


Amass  marketer  needn't  go  all 
the  way  to  Japan  to  learn  about 
\  cultural  differences.  Right 
here  in  the  U.S.  there  are  lessons  as 
well.  They  help  explain,  for  example, 
why  according  to  one  local  study 
Spanish-speaking  people  now  prefer 
McDonald's  7-to-l  to  Burger  King, 
while  consumers  in  general  prefer 
McDonald's  by  a  far  smaller  margin. 

Twenty  million  people  of  Mexican, 
Caribbean,  and  Central  and  South 
American  extraction  live  in  the  U.S. 
To  ignore  the  linguistic  and  cultural 


preferences  of  this  huge  group  can  be  a 
major  blunder  for  consumer  market- 
ers. It's  a  demographic  fact  that  Span- 
ish-speaking Americans  have  in- 
creased in  number  three  times  faster 
than  the  general  U.S.  population,  and 
that  doesn't  include  undocumented 
workers.  Spanish  speakers  tend  to  be 
younger  and  have  larger  families  than 
the  general  population.  They  also 
spend  more  of  their  income  on  pack- 
aged goods  and  fast  foods,  and  they 
are,  generally,  more  brand-conscious 
than  the  population  as  a  whole,  hi 
addition,  more  than  half  of  them  live 
in  six  urban  areas — Los  Angeles,  New 


A  McDonald's  staff  m  Manhattan 

Earthquake  relief,  Puerto  Rican  Day  parades,  and  a  loyal  following. 


Four  shots  from  a  new  Hispanic  Burger  King  commercial 
Finally  targeting  an  audience  that  speaks  Spanish. 


York,  San  Antonio,  San  Francisco, 
Chicago  and  Miami — which  means 
they  are  relatively  inexpensive  to 
reach  through  advertising. 

Burger  King,  with  a  more  limited 
ad  budget  than  McDonald's,  original- 
ly decided  it  could  pick  up  enough 
Spanish  speakers  in  a  general  market- 
ing strategy  designed  to  reach  all  18- 
to-34-year-olds  rather  than  specific 
ethnics.  Burger  King  also  figured  that 
most  young  people  from  Spanish- 
speaking  families  could  speak  enough 
English  to  understand  the  company's 
simple  message:  Eat  our  burgers. 
Maybe  so,  but  if  cultural  differences 
don't  matter  much,  how  to  explain 
the  success  of  Spanish  radio  and  TV — 
whose  audience  includes  large  num- 
bers of  people  who  can  speak  English- 
One  Spanish-language  TV  station 
went  to  dramatic  lengths  to  win  Bur- 
ger King  over.  WLTV,  Miami's  lead- 
ing Spanish-language  TV  station, 
hired  a  billboard  near  the  fast-food 
chain's  corporate  offices  with  the  fol- 
lowing message:  "Burger  King,  you're 
missing  a  Whopper  of  an  audience." 
Burger  King  apparently  agreed.  The 
company  is  now  running  Spanish  ads 
on  the  channel. 

McDonald's,  on  the  other  hand,  has 
developed  a  more  successful,  two- 
pi  onged  marketing  campaign  aimed 
this  ethnic  audience.  "McDonald's 
s  advertising  and  community  in- 
vement,"  says  Carlos  Rubio,  na- 


tional sales  manager  for  WXTV,  the 
Spanish  International  Network  affili- 
ate in  New  York.  "McDonald's  partic- 
ipated in  so  many  events  we  relate 
to — the  Puerto  Rican  Day  parade, 
Miss  Colombia  pageant,  Peruvian  in- 
dependence day."  McDonald's  also 
donated  S 1 00,000  last  year  for  victims 
of  the  Mexican  earthquake. 

Burger  King,  in  contrast,  has  been 
less  in  tune  with  the  Hispanic  com- 


munity. What  a  foolish  misu 
When  one  sells  as  undifferentiate 
product  as  a  hamburger  on  a  bun, 
the  little  things  that  count  Can  I 
ger  King  turn  around  its  image  of 
difference  to  Spanish  speakers?  V 
not-  Coors  beer  did.  By  using,  rat 
than  ignoring,  the  cultural  and 
guistic  differences,  it  increased 
sales  to  Hispanics  by  more  than  8 
m  less  than  two  years.  ■ 
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Edited  by  William  G.  Flanagan 


Why  are  women  who  can  afford  the  real 
thing  buying  fake  jewelry?  One  reason — 
no  one  can  tell  the  difference. 

A  zircon  is 
for  now 


Christopher  Link- 


S  Von  Herlingsburg  models  Si 6,000  copy  of  an  S8  million  necklace 
"y  customers  can  afford  the  real  thing.  Here  they  can  afford  more." 


By  Barbara  Kallen 

rs.  Stephen  Franklin,  vJ 
of  the  wealthy  Los  Ange 
businessman,  drives  a  4 
Mercedes  SEL,  owns  six  fur  coats  a 
sends  her  children  to  top-drawer  p 
vate  colleges.  Yet  when  she  attefl 
formal  functions,  she  wears  fake  je 
els.  "The  stuff  looks  beautiful,"  sa 
her  husband.  "We  don't  have  to  p 
huge  amounts  of  money  for  insi 
ance,  and  we  don't  have  to  be  pa 
noid  about  being  robbed." 

"The  stuff,"  as  Franklin  calls  it, 
not  cheap.  At  Our  Secret  Creatioi 
the  Beverly  Hills  jeweler  where 
shops,  a  necklace  with  simulated  d 
monds,  emeralds  or  rubies  fetcl 
$12,000.  Insane,  you  say,  paying 
much  for  a  phony?  If  so,  he  has  lots 
company.  Actor  John  Davids 
bought  his  wife  a  $1,500  fake  d 
mond  engagement  ring  when  she  \i 
the  $20,000  original  he  had  given  h 
Barbara  Stanwyck  replaced  precic 
jewelry  with  imitations  after  robb» 
took  the  real  stuff. 

According  to  the  store's  owner,  B 
an  Reichenberg,  business  is  bod 
ing — thanks  to  theft  and  rising  ins' 
ance  rates.  Says  Reichenberg,  "1 
made  our  first  sale  when  a  couj 
going  on  a  cruise  on  the  Queen  Elt 
beth  II  wanted  to  take  along  their  je 
elry.  The  insurance  company  wanl 
$180,000,  plus  they  would  have  had 
pay  for  two  security  guards  to  coi 
along.  I  copied  their  jewelry 
$80,000." 

The  rich,  the  famous  and  even  n 
alty  now  wear  fakes — among  th» 
Jacqueline  Onassis,  Brooke  Asl 
Great  Britain's  Prince  Philip,  Ch 
lotte  and  Anne  Ford  and  Ann  Get 
So  do  Elizabeth  Taylor,  Princess  Al< 
andra  of  Kent,  Pat  (Mrs.  Willia 
Buckley,  Nancy  Reagan  and  even  Jc 
Collins — both  off  and  on  the  air.  (R 
chenberg  designs  fake  pieces  for  I 
nasty,  Dallas,  Tlje  Colby  's  and  Hot 
Says  Helen  Gurley  Brown,  editor 
Cosmopolitan,  who  has  been  weari 
fakes  for  20  years,  "If  you  like  a  sp 
tacular  look  and  don't  like  pns 
itsy-bitsy,  real  jewelry,  costume  je 
elry  is  great." 

'  Top-quality  fakes  are  made  of  s] 
thetic  or  simulated  gems,  set  in  real 
plated  metal.  The  finest  imitation 
amond,  for  example,  is  zircon,  kno1 
as  Cubic  Zirconia  (CZ)  in  the  trade 
is  a  dense,  light-dispersing  gem 
hard  as  sapphire  or  ruby,  but  made 
man.  The  best  quality  CZ,  whi 
comes  from  Russia,  can  fool  anyc 
but  a  jeweler. 

CZ  is  much  cheaper  than  diamoi 
of  course.  It  goes  for  $15  to  $150  ] 


Mark  Stephenson/West  Light 


$14,000  diamond  ring  and  the  $990 fake 
Brian  Reichenberg's  copy  is  at  left. 


rat,  vs.  $2,000  to  $20,000  for  real 
;:.  But  top-quality  CZ  pieces  require 
p  same  goldsmithing  and  stonecut- 
lg  as  diamond  pieces. 
The  finest  fake  rubies,  emeralds 
d  sapphires  are  synthesized  in  a  lab- 
utory  process  that  starts  with  a 
lall  amount  of  the  real  stone.  While 
my  costume  jewelers  use  colored 
p  to  simulate  these  gems,  CZ  is  too 
i.lliant  to  pass  successfully  for  emer- 
jls,  rubies  or  sapphires.  Many  cus- 
fners,  of  course,  don't  care  if  the 
:lored  stones  in  their  costume  jewel- 
:  are  authentic,  but  if  you  do,  make 
jjre  your  jeweler  uses  synthetics,  not 
Hored  CZ. 

!A.t  New  York  City's  Jolie  Gabor,  a 
Hdison  Avenue  store  specializing  in 
iitation  jewelry,  owner  Countess 
[adeleine  Herling  Von  Herlingsburg 
Iho  could  easily  pass  for  a  genuine 
nbor)  says  her  clients  are  wealthy 
<t  want  more  bang  for  their  bucks, 
fly  customers  can  afford  the  real 
ng,"  says  the  countess,  displaying 
i  authentic-looking  but  simulated 
kt,  emerald-cut  diamond  engage- 
:nt  ring,  with  two  lkt  triangular 
imettes  in  a  gold-plate  band.  The 
U  McCoy  would  go  for  at  least 
i50,000;  the  copy  fetches  $1,000. 
Sut  here  they  can  afford  so  much 
pre.  And  it  is  so  beautiful." 
•n  Beverly  Hills  the  clientele  is  also 
miliar  with  the  finer  things.  "Most 
I  my  customers  own  their  own 
iipes,"  quips  Brian  Reichenberg. 
ewelers  like  Jolie  Gabor  and  Our 
i:ret  Creations  do  a  lot  of  custom 
>rk   replicating   their  customers' 
'  n  precious  jewelry.  But  customers 
en  want  copies  of  other  people's 
kes,  too,  especially  those  adver- 
1  isd  by  such  carriage-trade  jewelers 
Fred  Joailliers,  Tiffany  &  Co.,  Harry 
nston,  Bulgari  and  Van  Cleef  &  Ar- 
ls.  Can  the  professional  imitators 
nply,  using  a  mere  magazine  clip- 
ig?  "Of  course,  dahling,"  says  the 
mtess.  "That  is  a  big  part  of  my 
siness." 


Not  all  makers  of  fake  jewelry 
specialize  in  custom  work  for 
the  rich  and  famous.  The  pio- 
neer in  mass  marketing  the  fake 
is  Wellington  Jewels,  which 
brought  out  its  Wellington 
Counterfeit  Diamond  in  1966. 
With  stores  in  MacLean,  Va., 
Philadelphia,  Bala  Cynwyd,  Pa., 
Washington,  D.C.,  Chevy 
Chase,  Md.  and  New  York  City, 
Wellington's  customers  tend  to 
be  younger  and  less  well- 
heeled — practical-minded  cou- 
ples, for  example,  who  don't 
want  to  sink  $15,000  into  a  dia- 
mond engagement  ring.  Ex- 
plains a  Wellington  vice  president, 
Rosemary  Munafo:  "I  see  a  lot  of  pro- 
fessional couples  who'd  rather  put 
their  money  in  a  good  investment, 
like  a  house.  There  is  no  active  resale 
market  for  diamonds  today." 


Regency  Hall  Joailliers  Ltd.,  based 
in  West  Hollywood,  Calif.,  sells  its 
line  of  imitation  jewelry  through 
stores  like  Saks  Fifth  Avenue  and 
Elizabeth  Arden.  Regency  Hall  sets 
CZ  diamonds  and  synthetic  sap- 
phires, rubies  and  emeralds  into  18kt 
gold.  Prices  range  from  $150  to 
$5,000;  the  genuine  articles  would 
range  from  $5,000  to  $1  million. 

Despite  the  boom  in  fake  jewelry, 
the  major  jewelers  hardly  feel  threat- 
ened. Cartier  reports  a  dramatic  in- 
crease in  its  fine  jewelry  business  over 
the  last  12  months.  Nor  is  anyone 
losing  sleep  at  Tiffany  &.•  Co.  "Cos- 
tume jewelry?  I'd  say  that  threatens 
us  as  much  as  lumpfish  threatens  ca- 
viar," says  John  Loring,  Tiffany  senior 
vice  president  and  chief  designer. 

He's  probably  right.  As  the  popular 
song  says,  diamonds,  not  zircons,  are 
still  a  girl's  best  friend.  ■ 


Costume  . . .  and  proud  of  it 


Costume  jewelry  is  not  the 
same  thing  as  fake,  but  it's  just 
as  hot  these  days,  not  least  because 
of  today's  big,  blousy  fashions.  Us- 
ing cheap  materials  that  don't  fool 
anyone,  designers  can  hardly  churn 
the  stuff  out  fast  enough. 

Among  the  hottest  designers  is 
Kenneth  Jay  Lane,  based  in  New 
York,  who  makes  his  "junk,"  as 
he  likes  to  call  it,  out  of  simu- 
lated pearls,  Austrian  crystal 
and  pewter.  Prices  range  from 
$25  for  a  pair  of  rhinestone  clip- 
on  earrings  to  $600  for  a  fancy 
necklace. 

Says  Lane,  who  has  been  in 
the  costume  jewelry  business 
since  1963,  "People  just  can't 
afford  that  much  precious  jew- 
elry, and  they  like  change." 

Judith  Jack  Inc.'s  antique  re- 
productions, sold  through  de- 
partment stores  and  specialty 
shops,  are  also  hot.  Its  earrings, 
pins,  pendants  and  bracelets 
come  in  Victorian,  Edwardian,  art 
nouveau,  art  deco,  and  retro  styles. 
Priced  from  $40  to  $650,  the  pieces 
are  made  from  marcasite,  an  iron 
pyrite  that  looks  like  little  dia- 
monds, and  from  sterling  silver 
and  real  stones. 

Catering  to  the  younger  set  are 
shops  like  Ylang-Ylang  (pro- 
nounced E-lang  E-lang).  The  20- 
store  chain  sells  costume  jewelry 
pieces  made  of  gold-  and  silver- 
plated  metal,  rhinestones,  colored 
glass  and  simulated  pearls.  The  av- 


erage piece  costs  $75.  On  Satur- 
days adolescent  girls  mob  the 
stores. 

Another  trendy  chain  is  two- 
year-old  Zoe  Coste,  with  stores  in 
places  like  Boca  Raton,  Southamp- 
ton and  Beverly  Hills.  Founded  by 
Arlette  Cohen,  former  wife  and 
still  business  partner  of  Alan  Co- 


Kenneth  jay  Lane  amidst  his  "junk" 
Cheap  materials,  quality  design. 


hen  (Cohen's  Fashion  Optical),  Zoe 
Coste's  wares  are  priced  from  $30 
to  $750. 

Very  inexpensive,  traditional 
costume  lines  that  have  been 
around  a  long  time  are  also  moving 
well  now.  Pieces  by  Monet,  Napi- 
er, Trifari  and  Victoria  Creations, 
which  average  only  about  $20 
each,  are  big  sellers  at  major  de- 
partment stores.  Moderately  priced 
antique  replicas  by  a  company 
called  "1928"  are  currently  all  the 
rage  at  Macy's. — B.K. 


i  d  costs  so  high  and  cowl  dockets  so  overbur- 
dened, private  "rent-a-judge"  courts  are  booming. 


Turnstile 
justice 


By  Kerry  Hannon 


A Philadelphia  college  student 
was  raped  in  her  dormitory  in 
1984.  Her  parents  blamed  the  school 
for  failing  to  provide  secure  housing. 
The  young  woman,  understandably, 
was  unwilling  to  take  the  case  public. 

A  Flonda  woman  cut  her  hand  out- 
side a  supermarket  that  same  year. 
She  temporarily  lost  partial  use  of  her 
hand  and  was  permanently  scarred. 

If  these  cases  had  gone  the  tradi- 
tional route,  they  would  almost  sure- 
ly still  be  pending.  Many  civil  cases 
now  take  four  years  or  more  to  be 
decided.  The  cost  of  such  delay  must 
be  counted  in  more  than  dollars.  Says 
former  Supreme  Court  Chief  Justice 
Warren  Burger:  "If  the  courts  are  to 
retain  public  confidence,  they  cannot 
let  disputes  wait  two,  three  and  five 
years  or  more  to  be  disposed  of." 

Besides  being  so  slow,  the  system  is 
inefficient.  Of  every  claims  dollar,  55 
cents  goes  to  lawyers  and  transaction 
costs.  If  you  wm  a  S  100,000  award, 
you  might  take  home  S60,000,  your 
lawyer  S40,000.  The  insurance  com- 
pany will  have  paid  out  close  to 
$132,000,  including  administrative 
and  lawyer's  costs.  So,  it  costs  the 
insurance  company  over  S2  to  get  ST 
to  the  aggrieved  party.  The  company 
has  no  choice  but  to  pass  on  the  costs 
to  the  public  in  higher  premiums. 

Are  there  more  efficient  alterna- 
tives? Supreme  Court  Justice  Burger 
favors  wider  use  of  private  arbitration, 
and  the  idea  seems  to  be  catchmg  on. 
One  private  court  system  is  Philadel- 
phia-based Judicate,  which  helped  re- 
solve the  college  woman's  case,  in 
two  months,  out  of  the  public  eye. 
She  got  several  hundred  thousand  dol- 
lars. The  case  of  the  woman  who  cut 
her  hand  was  settled  in  one  day  by  the 
American  Arbitration  Association. 
She  collected  close  to  $8,000  from  an 
insurer. 

1  r  i  adicate  you  can  get  a  decision  in 
:ks  tor  under  $1,000.  The  corn- 
founded  in  1983,  went  public  in 
and  now  covers  41  states.  Like 


the  People's  Court  television  show,  the 
firm  offers  you  the  chance  to  have 
your  case  heard  before  a  robed  judge  in 
a  courtroom  setting,  complete  with 
flag  and  Bible.  Judicate  contracts  with 
more  than  240  former  judges  who  ap- 
ply the  appropriate  laws  and  follow 
procedures  similar  to  the  federal 
courts:  They  use  similar  rules  of  evi- 
dence and  procedure. 

The  process  is  simple.  To  submit  a 


ing  and  marketing  agency  for  judj 
says  Alan  Epstein,  42,  founder  of  I 
cate.  "Our  goal  is  to  become  thi 
neric  in  the  alternative  resolution 
tern,  like  McDonald's  is  for  fast  ffl 

Judicate  has  resolved  cases  ran 
from  personal  injury  to  contraci 
employment  disputes  mvolvint 
much  as  S15  million  in  damages) 
it  refuses  alimony  or  child  su| 
cases.  It  can't  accept  criminal  cai 

Insurance  cases  are  a  natural, 
would  an  insurer  use  Judicate  \ 
time — income  from  invested  pi 
urns— is  on  its  side?  "To  save 
and  court  fees,"  Epstein  says.  In 
ing  nearly  S85  billion  in  property 
casualty  claims  last  year,  insui 
companies  spent  an  additional 
billion  on  defense  and  paperworl 
cording  to  Sean  Mooney,  senior 
president  of  the  Insurance  Info 
tion  Institute.  The  companies  ho 
pare  legal  and  court  costs  101 
more  by  using  systems  like  Judio 

Alternative  dispute  resolutio 


Judicate  Judge  Stanley  Greenberg  Ixilding  private  court 
The  proceedings  are  for  real,  just  like  People's  Court  on  TV. 


claim,  your  lawyer  calls  Judicate  (800- 
63T99001,  which  then  contacts  the 
other  party.  If  he  agrees  to  resolve 
through  Judicate,  a  S75  filing  fee  is 
paid  by  each  party.  A  half-day  hearing 
session  costs  each  party  another  S375. 
A  one-hour  settlement  conference 
runs  $125  per  party.  The  parties  de- 
cide on  the  judge,  the  hearing  date, 
whether  the  decision  is  legally  bind- 
ing, and  where  the  case  will  be  heard. 
Settings  range  from  conference  rooms 
to  bar  association  courtrooms  and  law 
schools.  Judicate  promises  a  decision 
withm  ten  days  of  the  hearing. 

"In  essence  all  we  are  is  a  schedul- 


not  new,  but  doing  it  for  profit  is 
American  Arbitration  Associ. 
1212-484-4000!,  which  handled  4: 
cases  in  1985,  has  been  around 
1926,  using  arbitration  and  medi. 
to  settle  disputes.  The  nonprofit 
has  been  used  traditionally  by  1 
construction  and  commercial  c. 
ants.  The  panels  are  generally  lay 
pie  who  are  experts  in  a  given 
although  more  than  50%  are  law 
The  AAA,  which  has  31  o) 
around  the  country,  typically  ch 
3%  for  commercial  claims  ti 
S20.000  and  uses  a  sliding  seal 
claims  up  to  S5  million.  The  f 
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Carrie  Bora 


Nurse  Robin  Liggett  inoculating  BBDO  's  Bruce  J.  Eswein 
If  you  get  hit  anyway,  stay  home. 


paid  by  the  person  filing  the  claim. 

A  personal  injury  or  property  loss 
case  will  cost  each  party  $100  plus  an 
addi cional  $125  per  party  for  each 
hearing  day.  Cases  can  be  heard  any- 
where, even  in  hotel  rooms,  says  Rob- 
ert Coulson,  AAA  president.  Virtually 
all  of  the  agreements  are  binding. 

Another  private  court  system  sell- 
ing speedier,  lower-cost  justice  is  En- 
dispute  (202-429-8782).  Started  five 
years  ago  in  Washington,  D.C.,  with 
offices  now  in  Chicago,  Santa  Ana, 
Calif,  and  Cambridge,  Mass.,  Endis- 
pute  resolves  cases  according  to  the 
parties'  preference — mediation,  a 
binding  or  nonbinding  decision  or  ar- 
bitration. The  costs,  including  filing 
fee,  are  $500  per  party  for  a  half-day 
session.  Cases  are  generally  heard  in 
conference  rooms  rather  than  court- 
rooms. The  claims  run  upwards  of 
$25,000.  Typical  cases  are  contract  or 
corporate  partnership  disputes. 

Do  alternative  courts  really  mete 
out  justice  or  do  they  favor  litigants 
with  the  deepest  pockets,  such  as  in- 
surers? fudicate's  Epstein  insists  such 
courts  are  neutral.  "If  you  don't  get  a 
fair  decision,"  says  Epstein,  "Judicate 
will  be  the  loser.  If  it  doesn't  deliver 
its  product — justice — it  won't  remain 
in  business."  ■ 


A  bad flu  season  is  predict- 
ed. Getting  shots  now  can 
save  you  from  being  side- 
lined for  days — or  worse. 

Why 

suffer? 


By  Franceses  Lunzer 

Those  hardworking  bankers  at 
Morgan  Guaranty  had  their 
sleeves  rolled  up  a  little  bit  higher  in 
November.  In  hope  of  keeping  more 
employees  at  their  desks  this  winter, 
Morgan,  BBDO,  Random  House  and 
many  other  companies  are  giving  flu 
shots  to  employees  free  or  for  a  nomi- 
nal fee. 

li  your  company  doesn't  have  a  flu 
a  '.  program,  think  about  getting 
aecine  on  your  own.  For  healthy 
ic  under  the  age  of  65,  flu  is  more 


annoying  than  life  threatening.  But  it 
will  certainly  sideline  you,  often  for 
as  long  as  a  week.  Says  Dr.  R.  Gordon 
Douglas  Jr.,  physician-in-chief  at  New 
York  Hospital-Cornell  Medical  Cen- 
ter: "I  recommend  the  vaccine  to  any- 
one who  doesn't  want  to  have  to  take 
time  off  from  work." 

If  you  are  older,  or  suffer  cardiac  or 
respiratory  problems,  a  shot  is  clearly 
in  order.  Because  it  can  lead  to  pneu- 
monia and  other  fatal  infections,  in- 
fluenza is  among  the  ten  leading 
causes  of  death  in  the  U.S.  Last  year  it 
led  to  more  than  10,000  deaths. 

While  flu  activity  peaks  in  Febru- 
ary, this  year  it  has  already  begun.  But 
there's  still  time  to  protect  yourself. 
The  cost  of  a  flu  shot  at  your  doctor's 
office  will  be  about  $20.  Your  local 
health  department  probably  can  ar- 
range for  a  free  flu  shot. 

Flu  vaccine  is  made  up  of  three  in- 
activated viruses — whichever  flu  vi- 
ruses were  most  prevalent  last  season. 
"It's  sort  of  like  wearing  last  year's 
winter  coat,"  says  Dr.  Noreen  Hynes, 
an  epidemiologist  with  the  Centers 
for  Disease  Control.  "We're  just  not 
certain  what  will  be  in  season  next 
year." 

This  year,  as  it  happens,  the  Immu- 
nization Advisory  Practices  Commit- 
tee, which  decides  which  three 
strains  will  make  up  the  new  vaccine 
every  year,  was  a  little  off  base.  This 
year's  vaccine  contains  inactivated  vi- 
ruses from  two  types  of  A  and  one 
type  of  B  flu  virus.  But  recently  the 
CDC  received  reports  of  an  outbreak 
of  "Taiwan"  flu  in  Asia.  Taiwan  flu,  a 


type  A,  is  expected  to  reach  the 
during  the  coming  flu  season,  so  l 
ufacturers  are  making  a  supplemt 
vaccine  against  it  that  is  just 
generally  available.  It's  especially 
ommended  for  people  under  35,  s 
Taiwan  flu  hasn't  really  hit  the 
since  the  mid-Fifties,  which  m 
that  people  born  after  that  neve 
veloped  antibodies  against  it. 

Worried  about  side  effects  froi 
ther  shot?  Don't.  The  vaccines 
made  from  inactivated  viruses, 
cording  to  Dr.  Douglas,  most  pe 
feel  nothing  more  than  a  sore  arr 
a  day  or  two  and,  occasionally,  a 
headache  or  muscle  ache. 

Even  if  you  take  the  shots, 
could  still  get  the  flu;  there  may  t 
strains  in  your  community  thai 
vaccines  don't  protect  against. 

If  you  do  get  hit,  stay  home.  Y 
be  feeling  miserable  anyway.  Dr. 
Utz,  professor  of  medicine  at  Ge< 
town  University  School  of  Medi 
recommends  taking  aspirin  or 
aminophen  to  bring  down  your 
and  to  relieve  aching  muscles.  He 
recommends  drinking  lots  of  lie 
to  replace  the  fluids  you  lose 
fever.  If  you  contract  a  type  A  flu 
(local  reports  will  tell  you  w 
strains  are  dominant  in  your  con 
nity)  your  doctor  may  also  pres 
Symmetrel,  which  stops  the 
from  replicating. 

Let  the  flu  run  its  course;  the  \ 
is  usually  over  in  three  or  four  i 
Return  to  work  too  early  and  yoi 
the  risk  of  prolonging  your  illnee 
infecting  others  in  your  office.  ■ 


,ook  who  puts 


pjr  doorstep. 
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No  matter  where  you  are  in  the  U.S., 
ve  make  it  easy  to  get  to  Hong  Kong, 
Ibkyo,  Seoul,  Manila,  Taipei,  Osaka, 
Shanghai,  Guam  or  Okinawa. 

We  offer  you  hassle-free,  one-airline 
;ervice  to  Asia  from  over  200  cities. 
With  nonstops  from  New  York,  Chicago, 
Seattle,  San  Francisco,  Los  Angeles  and 
Honolulu. 

And  we'll  fly  you  to  Asia  in  nothing 


short  of  wide-cabin  747  comfort. 

With  40  years  of  transpacific  experience, 
we  make  distant  lands  seem  a  lot  closer. 

Call  your  travel  agent  or  call  Northwest 
at  (800)  447-4747  for  international 
reservations. 

Look  to  us. 


Careers 


Are  you  one  of  those  rare  birds  who  is  good  at  both 
math  and  English?  The  field  of  technical  writing  could 
be  just  what  you're  looking  for. 


Manual 
writer 


By  Edward  F.  Cone 


When  David  Bradford  and  his 
wife,  Annette,  left  Auburn  Uni- 
versity with  master's  degrees  in  En- 
glish, the  last  things  they  thought 
they  would  need  to  find  employment 
were  technical  degrees. 

But  after  knocking  around  a  bit  in 
teaching,  David  and  Annette  ended 
up  as  doctoral  candidates  at  Rensse- 
laer Polytechnic  Institute  in 
Troy,  N.Y.  Their  goal:  advanced 
degrees  in  technical  writing. 
"Technical  writing  offered  the 
opportunity  to  pursue  our  inter- 
ests while  adding  vocational 
skills,"  says  David.  Now  they 
are  both  putting  those  skills  to 
work  for  IBM's  development  lab 
in  Kingston,  N.Y.,  at  well  above 
teachers'  salaries. 

There  is  a  healthy  demand  for 
technical  writers,  who  grind 
cash  out  of  their  word  proces- 
sors doing  everything  from  pre- 
paring manuals  for  consumer 
products  and  drafting  in-house 
communications  for  employees 
to  writing  computer  instruc- 
tions for  company  systems  and 
freelancing  articles  in  science 
publications. 
The  common  thread,  notes 


a  lot  of  former  English  majors,  a  lot  of 
people  who  wanted  to  go  into  creative 
writing,  plus  sociology  and  history 
majors,"  says  Eisenberg.  "Basic  math 
and  science  skills  are  good  to  have," 
says  S.  Michael  Halloran  of  RPI,  "but 
being  able  to  communicate  effective 
ly  is  the  key." 

The  Bradfords  are  prime  examples 
of  making  it  by  the  liberal  arts  route. 
Annette,  34,  who  wrote  a  master's 


J  Ming  Leung 


IBMers  David  and  Annette  Bradford 
Might-have-been  teachers  turn  tech  writers 


Anne 

Eisenberg  of  Brooklyn's  Polytechnic 
University,  is  "having  a  sense  of  what 
people  need  to  understand.  It's  writ- 
ing wedded  to  practicality."  Adds 
Paul  V.  Anderson,  director  of  the  mas- 
ter's program  at  Miami  University  in 
Oxford,  Ohio,  "Technical  writing  is 
merely  the  transference  of  a  body  of 
specialized  knowledge  from  one 
group  to  another." 

RPI  and  Miami  are  just  two  of  a 
growing  number  of  schools  now  offer- 
ing advanced  degrees  in  technical 
communications.  Many  schools  also 
'  undergraduate  progams  in  the 
specialty. 

'  aid-be  technical  writers  come 
i  variety  of  disciplines.  "We  get 


thesis  on  T.S.  Eliot  while  at  Auburn, 
put  her  RPI  doctorate  in  communica- 
tions and  rhetoric  to  work  in  her  job 
as  an  information  developer  at  IBM, 
writing  instruction  manuals  for  con- 
sumers who  purchase  IBM  products. 
David,  35,  who  works  in  the  same 
facility,  has  now  moved  into  the  pro- 
duction of  IBM  publications,  includ- 
ing the  editing,  design,  contracting 
and  shipping  of  finished  documents. 
So  technical  writing  needn't  be  an  end 
in  itself. 

Like  the  Bradfords,  most  technical 
writers  started  out  wanting  to  do 
something  else.  Clary  Brown,  23,  is  a 
Brooklyn  Polytech  grad  who  had  been 
studying  engineering  on  a  scholarship 
but  soon  decided  his  interests  lay  else- 
where. "I  found  that  I  was  a  much 


better  writer  than  engineer,"  he  si 
He  ended  up  with  an  undergradu 
degree  in  specialized  journalism.  T| 
led  him  to  a  job  at  E.F.  Hutton  in  N 
York  City.  Brown,  who  may  retun 
school  someday  for  a  master's,  pi 
down  $24,000  a  year  writing  comr 
er  and  other  manuals  for  employee 
well  as  writing  brochures  explain 
Hutton's  services.  "If  retail  accoi 
ing  needs  a  manual  explaining  w 
they  do,  that's  me." 

A  still  more  circuitous  path 
James  Prekeges  to  his  job  at  Mio 
soft,  a  software  company  based 
Redmond,  Wash.  "I  started  out  a 
forestry  major,  then  decided  tha 
really  liked  English,"  says  Prekej 
"Then  I  realized  that  I  needed  to  m. 
a  little  money."  Prekeges,  now 
ended  up  with  a  B.A.  in  English  an 
B.S.  in  scientific  and  technical  cc 
munications  from  the  University 
Washington.  His  starting  salary  at  i 
crosoft  was  about  $20,000.  He  n 
makes  over  $30,000  writing  end-u 
manuals  for  consumers.  Compt 
literacy  helps,  he  says,  but  so  doe 
certain  amount  of  naivete.  1 
keges,  now  working  part-til 
toward  his  master's  degree 
technical  communications 
Washington,  says,  "I  will  pro 
bly  never  be  too  intellig 
when  it  comes  to  computers] 
there's  no  problem." 

Despite  the  economic  cj 
that  has  hit  high-tech  ind 
tries,  technical  writing  gr 
can  often  pick  their  sp< 
"None  of  our  students  have  1 
substantial  difficulty  findl 
jobs,"  says  Anderson  of  Mia: 
"The  multitude  of  functit 
served  by  the  technical  wri 
guarantees  that  some  indusi 
no  matter  how  cyclical 
economy,  will  be  hiring." 
Are  advanced  degrees  nec 
sary?  "If  you  can  write,  and  are  aim 
for  a  job  in  a  hot  area  like  softws 
you  may  not  need  the  degree,"  si 
Anderson.  "But  if  you're  looking 
write  communications  for  a  pharr 
ceutical  company,  specialization  £ 
education  could  make  the  difl 
ence."  Moral:  The  advanced  degret 
technical  writing  will  probably  ne 
be  a  requirement,  but  its  importai 
is  clearly  rising.  And  it's  a  plus  e 
ployers  will  pay  handsomely  for. 
top  candidate  fresh  off  the  cam] 
with  an  advanced  technical  writ 
degree  can  command  as  much 
$40,000  to  start. 

"If  you  like  to  write,  but  you  do 
want  to  starve,"  concludes  Cl. 
Brown,  "this  could  be  the  job 
you."  ■ 
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The  first  113  qual- 

pectoris  happen 
.your  Buick  is 
II  built.  But  that's 

good  beginning. 
I  it  reaches  your 
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demeath 

Unfortunately,  the  road  of  life 
B  share  of  potholes,  wash- 
:  Us  and  bumps.  Fortunately,  it 
[lias  an  occasional  sweeping 
I ,  long  empty  stretch  ortwist- 

ee-lined  lane.  Century  is  pre- 
Ito  deal  with  it,  either  way. 

is  independent  front  suspen- 
!  5  designed  for  comfort  plus 
jfol.  Computer- selected  springs 
:  hock  absorber  valving  deliver 

id  of  smooth,  effortless  ride 
'  lich  Buick  has  long  been 


admired,  while  taking  very  good 
care  of  business  when  the  going 
gets  brisk  and  sporting. 

Inside 

When  you  sit  behind  the  wheel 
of  a  Century,  you  find  that 
the  controls  are  where  you 
want  them  for  ease  of 
operation.  That's  because 
of  our  dedication  to  ergo- 
nomics —  the  science  of 
matching  machine  design  to 
human  design. 

Other  reasons  for  Century's 
comfort  include  things  like  seats 
that  provide  real  support  without 
being  hard  or  harsh.  Aerodynamic 
design  to  cut  down  on  wind  noise. 
The  fact  is  that  smooth  ride,  quiet- 
ness and  a  sense  of  control  result  in 
the  kind  of  enjoyable  driving  experi- 
ence Buick  is  known  for. 

Satisfaction 

Century  is  the  best-selling 
Buick  in  history.  The  reasons  are 
many.  But  one  of  them  surely  is  the 
way  this  automobile  manages  to 
blend  today's  technology  with  tradi- 
tional grace  and  comfort. 


It  is  a  front-wheel-drive  car,  with 
an  engine  controlled  by  micro- 
chips. It  was  designed  with  the  aid 
of  computers  and  wind  tunnels  for 
superb  aerodynamics.  It  represents 
what  can  be  done  with  the  applica- 
tion of  the  latest  technology. 

But  all  this  electronic  wizardry 
is  there  to  fulfill  one  simple,  single 
function:  to  provide  satisfaction.  A 
car  that  starts  when  you  want  it  to, 
has  the  kind  of  power  you  expect 
and  provides  quiet,  solid  comfort 
on  the  road.  The  kind  of  reliability, 


quality  and  drivability  that  Buick 
and  its  dealers  are  committed  to 
offering  with  every  automobile  they 
sell. 

If  that  sounds  like  the  automo- 
bile you've  been  looking  for,  buckle 
up  and  see  your  Buick  dealer. 

For  more  information,  a  bro- 
chure or  a  test  drive,  call 
1-800-87-BUICK 
(1-800-872-8425). 


GM 


Where  better  really  matters. 
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How  do  you  stick 
to  your  credit  culture  when 
temptation's  right  under 


your  nose? 


Bankers  are  the  only  salesmen  who  must  drum  up  business  and 
turn  down  would-be  buyers  —  simultaneously. 

This  process  of  at  once  soliciting  and  rejecting  is  governed  by 
what  we  call  our  credit  culture.  It  involves  a  series  of  tough 
decisions— and  crucial  ones— because  the  competition's  fierce.  One 
bank's  unacceptable  risk  can  be  another's  handsome  profit.  The  bank 
that  thinks  it's  only  in  the  business  of  saying  "no"  won't  be  in  any 
business  very  long— while  those  who  say  "yes"  too  readily  can  also 
readily  get  into  trouble. 

Our  credit  culture,  when  all  is  said  and  done,  is  as  much  an 
attitude  as  a  set  of  rules.  A  belief  that  some  kinds  of  deals,  no  matter 
how  profitable  they  first  appear,  remain  bad  business.  And  a 
determination  to  look  for  the  best  ways  to  help  our  customers. 

Is  there  anything  unusual  about  our  credit  culture?  We  like  to 
think  there  is.  Perhaps  it's  a  willingness  to  look  a  little  deeper  into  a 
deal,  a  business  or  an  individual  before  we  lend.  A  willingness  to 
work  with  customers  if  things  get  tough.  An  urge  to  solve  a  problem 
and  save  a  promising  business. 

Does  this  apply  beyond  commercial  banking?  Absolutely. 
Because  a  sound  approach  to  risk  is  vital  in  today's  much  broader, 
ever  more  competitive  financial  marketplace.  To  help  our  customers 
with  foreign  exchange,  swaps,  stand-by  credits— with  the  dozens  of 
new  services  investment  banking  brings— we  can  never  forget  the 
conscience  of  our  bank:  our  ^JJ^EIVHICALBAIMC 

credit  culture.  The  bottom  line  is  excellence. 


m 
m 

cience  &  Technology 

Kdited  by  Gail  Bronson 

Want  to  do  business  in  China?  If  so,  better 
bring  along  plenty  of  patience. 


The  long  march 


Nearly  30  years  after  Mao  Tse- 
tung's  failed  Great  Leap  For- 
ward, the  most  populous  na- 
tion on  earth  remains  largely  ignorant 
of  how  to  set  up  an  assembly  line  and 
how  to  teach  employees  to  work  on 
one.  Business  management,  Chinese 
style,  has  not  fully  grasped  the  no- 
tions of  work  incentives,  inventory 
control  or  even  equipment  mainte- 
nance and  repair.  Ernest  DeBellis, 
deputy  general  manager  of  Shanghai  - 
Foxboro,  a  maker  of  automated  indus- 
trial controls,  shakes  his  head  sadly: 
"Western  business  partners  in  China 
have  had  to  teach  their  hosts  how  to 
mop  the  floors  properly  as  well  as  how 
to  assemble  and  operate  machines." 

Pressed  into  laundry-festooned  al- 
leyways in  cities  like  Shanghai  and 
Shenyang  are  aging  factories  almost 
Dickensian  in  their  squalor.  Clutter  is 
everywhere  in  these  Chinese  plants. 
Somber-faced  workers  labor  at  mak- 
ing simple  consumer  products  like 
pens,  combs  and  shampoo.  Few  fac- 
tories have  efficient  floor  plans  or 
ventilation.  Many  are  dimly  lit. 

Fuel  is  scarce  everywhere.  In  Shang- 
hai, a  city  of  12.1  million,  most  of  the 
narrow,  twisting  streets  are  under- 
lighted,  while  in  Peking,  where  the 
mean  winter  temperature  is  20  de- 
grees Fahrenheit,  most  public  build- 
ings are  barred  from  turning  on  the 
heat  until  mid-November. 

On  the  outskirts  of  these  cities, 
some  U.S.  businesses  are  erecting 
shiny  new  steel-and-glass  factories  re- 
calling the  microelectronics  plants 
that  dot  the  countryside  throughout 
Silicon  Valley.  Many  more  U.S.  firms 
renovating  plants  built  in  the 
>50s.    Unfortunately,    these  new 
s  come  complete  with  Chinese 
'.  cntuie  partners  who  bring  little 


money  or  management  expertise  to 
the  undertaking  yet  get  50%  equity 
interests  and  somehow  must  be  in- 
volved in  every  decision. 

"The  problem  with  these  joint  ven- 
tures is  that  the  Chinese  have  tended 
to  view  them  as  one  giant  freebie  for 
the  state,"  observes  Frank  Hawke,  op- 
erations manager  of  Citicorp's  Ameri- 
can Technology  unit  in  Peking. 

In  the  overwhelming  majority  of 
cases,  Chinese  joint  venture  partners 
are  either  ministerial,  provincial  or 
municipal  bureaucrats,  and  dealing 
with  them  can  be  frustrating  in  the 
extreme.  Last  year  Squibb  Corp. 
opened  a  new  plant  in  Min  Hang,  ten 
miles  outside  Shanghai,  to  manufac- 
ture captopril,  an  antihypertensive 
drug.  Squibb  and  its  partners  in  Sino- 
American  Shanghai  Squibb  Pharma- 
ceuticals Ltd.  were  unaware  that  a 
local  generic  drug  company,  China 
Otsuka  Pharmaceutical,  was  about  to 
start  selling  a  captopril  knockoff  at 
one-third  the  Squibb  price. 

Squibb  China  President  John  Mc- 
Coy got  further  lessons  in  Chinese 
ways  after  he  arrived  on  the  scene.  He 
found  his  plant  periodically  invaded 
by  Shanghai  officials  who  would 
march  into  the  plant  and  twirl  dials 
on  equipment  in  hopes  of  boosting 
output.  In  another  instance,  he  trav- 
eled the  country  seeking  a  reliable 
supply  of  clean  sugar  to  use  as  filler 
for  drugs  produced  at  the  plant.  He 
located  a  supplier,  but  the  man  insist- 
ed on  selling  sugar  only  in  50-ton 
lots — three  times  Squibb's  needs.  Mc- 
Coy bargained  him  down  to  a  15 -ton 
deal,  yet  ended  up  buying  50  tons  any- 
way because  bureaucrats  in  the  Chi- 
nese national  railroad  refused  to  ship 
smaller  amounts. 

At  top  levels  Chinese  officials  are 


aware  of  the  problems.  Sheltered  fl 
the  outside  world  for  too  long,  x\ 
Chinese  simply  do  not  know  ho\ 
function  in  an  industrial  setting. 
Mingyu,  vice  minister  for  the  Chii 
State  Science  &.  Technology  Comi 
sion,  concedes:  "Our  managemei 
still  backward,  and  our  work  effio 
cy  is  still  low.  We  need  more 
people." 

In  fact,  many  U.S.  companies 
the  bill  to  send  Chinese  abroac 
learn  management  techniques.  V 
tinghouse  Electric  (China)  alone 
in  the  past  five  years  sent  more  t 
500  Chinese  engineers  to  the  US 
advanced  schooling. 

But  isn't  China  committed  to  ill 
ernization?  Either  somebody  forge 
tell  local  and  lesser  bureaucrats 
they  deliberately  don't  listen.  "N< 
tiations  often  fail,"  concludes  I 
Speltz,  a  Citicorp  official,  "beca 
Western  businessmen  think  they 
deal  directly  with  Peking  and  not 
elude  municipal  and  provincial 
thorities  in  their  talks.  It's  still  i 
prudent  to  cover  all  your  bases.  K 
everyone  informed." 

Ellen  Eliasoph,  an  attorney  * 
Paul,  Weiss,  Rifkind,  Wharton  &  C 
rison  in  Shanghai,  says  much 
same  thing:  "In  Shanghai  the  cityj 
ernment  has  extensive  powers  of  i 
regulation.  It  doesn't  always  listel 
Peking.  It  competes." 

Nor  do  local  officials  listen  will] 
ly  to  foreigners.  Volkswagen  and 
city  of  Shanghai  jointly  own  an 
million  assembly  plant  in  that  c 
German  executives  got  a  shock  wi 
they  inherited  workers  whose  o 
previous  experience  in  automak 
involved  assembling  look-alikes  i 
1950s-era  Daimler-Benz.  Parts  sup 
ers  were  another  problem. 

"The  Chinese  suppliers  wanteq 
to  give  them  the  technical  docume 
for  the  most  sophisticated  parts, 
they  would  take  it  from  there," 
plains   Deputy   Managing  Diret 
Martin  Posth.  Astonished,  Posth  fl 
back  to  Frankfurt  and  began  begg 
Volkswagen's  German-based  sup 
ers  to  start  their  own  joint  venture 
China  so  that  his  plant  could  get 
cent  parts.  Says  he,  "I  even  sent 
[Chinese]  secretary  over  there 
eight  weeks  to  learn  how  to  be  a  I 
ter  one." 

For  results-oriented  Western  bt 
nessmen,  the  biggest  headache  is  h 
to  motivate  local  employees  to  pui 
an  honest  day's  work.  The  so-cal 
iron-rice-bowl  ethic,  referring  to 
early  Mao-era  notion  that  each  wo 
er  could  count  on  having  a  secure 
(an  unbreakable  rice  bowl),  has 
come  so  much  a  part  of  Chinese  i 


Contracted  capital  investments  in  China  ($biiiions) 


Capital  imports 

Hong  Kong  investment  is  rising 
as  the  British  colony  draws  closer 
to  the  mainland  before  being 
taken  over  by  it  in  1997.  Histori- 
cal distrust  between  China  and 
Japan  can  be  seen  in  Japan's  rela- 
tively flat  investment.  Mean- 
while, after  a  surge  through  last 
year,  U.S.  investments  are  ex- 
pected to  plunge  more  than  20% 
in  1986  (see  story). 
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that  local  employees  often  seem  to 
feel  they  need  do  little  more  than  turn 
up  for  work.  It's  tough  to  make  work- 
ers care.  The  state  still  fixes  many 
wages,  and  the  average  factory  worker 
earns  $400  a  year  and  works  eight 
hours  six  days  a  week.  Not  much  in- 
centive here  to  work  hard.  Even  if  you 
do,  you  don't  get  a  raise. 

Getting  a  factory  up  and  running  is 
hard  enough,  but  getting  any  profits  it 
may  earn  back  out  of  the  country  can 
be  even  harder.  Obsessed  with  hoard- 
ing their  country's  scarce  foreign  re- 
serves ($12  billion  at  year-end  1985), 
Chinese  bureaucrats  have  embel- 
lished the  technique  of  "the  check's 
in  the  mail"  into  a  high  art.  Take 
Gearhart  Industries  of  Fort  Worth, 
Tex.,  which  earlier  this  year  sold  $20 
million  worth  of  measuring  equip- 


ment to  the  Peking  Ministry  of  Petro- 
leum. Three  months  later  Gearhart 
was  still  waiting  for  its  money  and 
would  probably  be  doing  so  to  this  day 
if  the  U.S.  embassy  in  Peking  had  not 
intervened  on  its  behalf. 

Or  consider  the  experience  of  Per- 
kin-Elmer  Corp.,  whose  newly  ap- 
pointed general  manager  for  Chinese 
operations,  Robert  Packer,  arrived  in 
Peking  in  March  only  to  discover  $1.5 
million  in  unpaid  bills  due  from  vari- 
ous state-owned  research  institutes. 
Four  months  of  coaxing  followed  be- 
fore the  institutes  agreed  to  pay  up. 
Then  it  became  the  Bank  of  China's 
turn  to  drag  its  feet  on  actually  issu- 
ing the  checks. 

Says  Packer,  "It's  frustrating,  but 
what  are  you  going  to  do?  The  Bank  of 
China  is  about  as  automated  as  a  kin- 


dergarten. It  seems  to  take  at  leas 
month  between  when  our  custom 
approve  payment  and  when  we  fins 
receive  the  money." 

To  generate  hard  currency  on  th 
own,  some  U.S.  firms  have  gone  u 
unrelated  export  businesses.  Pep 
Cola  International,  which  is  a  part 
in  a  joint  venture  plant  in  Fuzh 
will  next  year  expand  an  investm 
in  the  Chinese  marble  export  ind 
try.  Pepsi  expects  to  earn  $2  mill 
in  foreign  exchange. 

Other  Western  businesses  have 
gun  quietly  retrenching.  In  rec 
months  both  Westinghouse  and  E 
have  either  reduced  staff  or  closed 
offices  outside  Peking.  "We  w 
spending  too  much  on  office  leas 
in  Shanghai,"  says  Westingho 
China's  L.C.  Saunders.  "You  coulc 


ade  exports 

na's  fall  off  in  petroleum  ex- 
fts  reflects  the  combined  weak- 
lg  of  the  world  market  and  a 
living  of  joint  venture  explora- 
1  in  the  China  Sea.  Mean- 
ile,  China  is  tapping  its  well- 
iwn  strengths — low-cost 
nufacture  of  textiles  and  appar- 
oods — to  generate  as  much 
:ign  exchange  as  possible. 
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China's  exports  (Sbillions) 

Petroleum  products  Textile  yarn  .brics 


Apparel  and  accessories 
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jtikrupt  if  you  don't  retrench  with 
|;  times." 

Aware  of  the  doubts  now  spreading 
jout  the  rewards  of  setting  up  in 
iiina,  government  leaders  in  Peking 
ive  begun  to  loosen  their  control 
ler  joint  ventures  with  foreign  firms, 
lie  important  change  instituted  in 
t;tober  by  the  central  government 
jows  joint  ventures  facing  foreign 
i;hange  shortages  to  swap  excess  lo- 
I  currency,  renminbi,  for  foreign  ex- 
iange  at  slightly  over  the  official 
i  e.  Other  cities  are  expected  to  open 
iriilar  banking  facilities. 
Jnder  the  same  reform,  the  State 
Jiuncil  gave  foreign  investors  the 
Iht  to  hire  and  fire  workers  for  their 
Djects — a  power  that  until  now  had 
len  held  by  the  state.  Although  in 
pst  cases  the  central  government 


still  controls  wages,  as  of  October  it 
permitted  firms  to  set  up  bonus  ince  u- 
tive  programs  for  their  employees. 

Not  surprisingly,  a  growing  numb  ;r 
of  firms  realize  that  any  payoff  frc >m 
the  domestic  Chinese  market  may 
not  come  before  the  next  century. 
Thus,  they  are  starting  to  view  t:  e 
country  less  as  a  market  in  itself  ard 
more  as  a  low-cost  springboard  iro  n 
which  to  strengthen  their  positions  n 
the  larger  Pacific  region.  "Compan  s 
are  asking  how  can  they  integr.  ; 
China  with  their  operations  in  ot. ,  r 
East  Asian  countries,"  says  Profess  . 
Denis  Simon,  of  the  Sloan  School  f 
Management  at  MIT. 

One  such  firm,  Allied-Signal  Cor.  , 
already  operates  electronics  or  am  ;- 
motive  parts  plants  in  Japan,  Ind:  l, 
Hong  Kong  and  elsewhere  aero  ;s 


Asia.  So  the  company  is  now  negotiat- 
ing Chinese  joint  ventures  to  manu- 
facture and  assemble  auto  compo- 
nents and  electronic  systems.  Other 
U.S.  companies,  including  Motorola 
and  Digital  Equipment  Corp.,  are  also 
considering  such  a  strategy. 

Says  Daniel  Derbes,  Allied-Signal's 
international  president,  "Over  the 
long  term  China  could  become  an  im- 
portant player  in  the  integrated  Asian 
manufacturing  strategy.  Right  now, 
however,  China's  problems  with 
costs,  quality,  skill  and  language 
make  that  goal  much  further  out." 

Clearly,  the  Chinese  want  to 
change  their  ways,  but  it  is  taking 
much  longer  than  anyone  expected. 
Will  U.S.  firms  have  the  patience  to 
stay  the  course?  One  thing  is  fairly 
certain:  Japanese  firms  will.  — G.B. 
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KGBFM 

It  an  ebullient  Los  Angeles  busi- 
lessman  has  his  way,  American 
fio  listeners  may  soon  be  able  to 
.  an  800  number  and  chat  with 
:asha,  a  popular  Moscow  talk  show 
tess.  "The  possibilities  are  mind- 
gling,"  says  Norman  Pattiz,  43, 
irman  of  Westwood  One,  the  U.S. 
emment's  top  candidate  for  an  un- 
dented radio  program  exchange 
ween  the  U.S.  and  the  U.S.S.R. 
attiz  says  the  swap  will  be  a  two- 
b  deal:  First,  Westwood  One, 
lich  owns  Mutual  Broadcasting, 
ers  the  cost  of  satellite  transmis- 
ii  time  to  beam  Soviet  program- 
ig  to  radio  stations  in  the  U.S.  In 
im,  Westwood  begins  providing 
nmercial  programming  to  VOA- 
tope,  which  airs  on  FM  stations  and 
lie  television  in  Western  Europe, 
pse  shows  would  be  sponsored  by 
fltinational  corporations  such  as 
":a-Cola  or  Ford,  which  would  pay 
itiz  to  broadcast  their  message.  The 
ond  step  would  be  the  distribution 
ponsored  programs  directly  to  the 
;tern  bloc. 

!'he  idea  for  an  exchange  was 
ched  at  the  Iceland  summit.  Next, 
virles  Z.  Wick,  the  U.S.  Information 


Agency  director,  flew  to  Los  Angeles 
to  see  Pattiz,  picked  because  Mutual 
Broadcasting  is  the  largest  single  radio 
network  in  the  U.S. 

When  will  the  swap  start?  "It  de- 
pends on  the  larger  sphere  of  activi- 
ty," says  a  spokesman  for  USIA, 
which  is  handling  the  talks.  Mean- 
while, Pattiz  is  riding  high.  He  recent- 
ly raised  $100  million  through  a  debt 
offering  for  acquisitions.  Possible 
buys:  the  moneylosing  NBC  and  CBS 
radio  networks,  either  of  which  he 
thinks  would  cost  under  $40  million. 
Pattiz  could  turn  them  around  by  us- 
ing the  same  strategy  that  turned  Mu- 
tual Broadcasting  from  a  moneyloser 
to  a  moneymaker  in  the  year  he  has 
owned  the  network.  He  cuts  costs  by 
creating  and  distributing  program- 
ming himself. — Alex  Ben  Block 


The  name  game 

Remington  Arms  Co.,  the  Du  Pont 
Co.  subsidiary  that  produces 
shotguns,  rifles  and  bullets,  closed 
one  of  its  ammunition  plants  in 
Bridgeport,  Conn,  this  September  and 
consolidated  everything  into  another 


twood  One  Chairman  Norman  Pattiz 
nging  Radio  Moscow  to  Peoria. 


Du  Pont's  Bruce  Beardwood 
Making  bullets  on  Asylum  Street. 

facility  less  than  a  mile  away.  Sounds 
simple.  Trouble  was,  the  new  loca- 
tion had  a  most  unfortunate  address 
for  a  weapons  company  concerned 
about  its  image:  615  Asylum  Street. 

To  Bruce  Beardwood,  50,  the  Du 
Pont  vice  president  who  oversees 
Remington,  being  a  gunmaker  on 
Asylum  Street  seemed  about  as  ap- 
pealing as,  say,  making  cigarettes  on 
Addict  Lane.  But  Beardwood's  solu- 
tion— getting  the  city  of  Bridgeport  to 
rename  the  street  Remington  Road — 
turned  out  to  be  a  problem  in  its  own 
right.  After  Beardwood  made  his  pro- 
posal, the  other  businesses  on  Asy- 
lum Street,  irked  at  Remington's  spe- 
cial treatment,  pressured  the  city  fa- 
thers to  leave  the  street  sign  alone. 

But  an  awkward  address  is  hardly 
Remington's  only  problem.  A  half- 
dozen  years  ago  the  1 70-year-old  com- 
pany had  revenues  of  $294  million. 
Since  then  the  figure  has  dropped  by 
one-third,  with  estimated  1986  reve- 
nues of  over  $200  million.  Unlike  oth- 
er gun  companies,  which  manufac- 
ture handguns,  Remington  makes 
only  long  arms — rifles  and  shotguns. 
Not  only  was  Remington  faced  with 
underpricing  by  foreign  competition 
in  the  market,  but  the  firm  was  also 
vulnerable  to  economic  woes  in  the 
farm  belt.  Historically,  farmers  have 
been  Remington's  best  customers. 

Beardwood  is  trying  to  recoup  by 
cutting  costs  and  expanding  the  prod- 
uct line.  Remington  just  launched  a 
deer  gun  made  with  Kevlar,  a  Du  Pont 
fiber  that's  five  times  stronger  than 


steel.  There's  more.  In  January  Rem- 
ington began  producing  hunting 
clothes.  "The  most  likely  customer  is 
someone  who  already  owns  a  gun/' 
explains  Beardwood.  "To  be  healthy, 
we  have  to  offer  new  products." 


Coffee's  up 

We're  not  going  to  wait  for  acci- 
dents, we  want  everything  to  be 
planned,"  says  Jorg  Bentz,  45,  who, 
with  his  brother  Thomas,  42,  runs 
Melitta,  the  $1  billion  (estimated 
1986  revenues)  German  company 
known  for  its  coffee  filters.  Jorg,  who 


sluggish  sales  growth. 

Enter  Jorg  and  Thomas,  who  inher- 
ited the  family-owned  company  from 
Horst,  their  father,  in  1980.  Their  plan 
is  to  expand  plant  automation  and 
focus  on  coffee.  Since  1983  sales  are 
up  15%,  and  profits  have  doubled. 

Jorg  has  now  set  his  sights  on  the 
400-million-cup-a-day  U.S.  market. 
Earlier  this  year  he  moved  the  com- 
pany's North  American  headquarters 
from  Canada  to  Cherry  Hill,  N.J.  and 
introduced  two  new  lines  of  automat- 
ic drip  coffeemakers.  U.S.  sales,  $25 
million  last  year,  will  be  around  $35 
million  this  year.  "That's  just  for 
now,"  warns  Jorg,  pointing  out  that 


nh  BapciMc 


Jorg  Bentz,  head  of  Melitta 

No  more  haphazard,  diversification. 


oversees  North  American  operations, 
dumped  a  51 -year-old  strategy  of  hap- 
hazard diversification  that  had  Me- 
litta in  everything  from  fruit  juice  to 
cigars. 

How  did  a  company  whose  name  is 
synonymous  with  drip  coffee  get  its 
fingers  in  so  many  pies?  The  answer 
lies  in  the  company's  origins.  Melitta 
was  spawned  by  serendipity  in  1908 
when  the  brothers'  grandmother  Me- 
litta was  serving  her  husband  coffee. 
He  objected  to  its  bitter  taste,  so  she 
reached  into  her  son's  schoolbook  to 
see  if  filtering  the  brew  through  blot- 
ter paper  would  help.  Grandpa  was  so 
pleased  that  he  helped  launch  her  and 
their  son  Horst  into  the  coffee-filter 
business. 

The  filters  did  so  well  so  quickly 
that  Horst  figured  success  could  be 
repeated  by  expansion.  Hence,  the 
fruit  juice  and  cigars,  and  even  the 
humidifiers.  Ultimately,  Horst's  un- 
disciplined management  left  the  com- 
pany with  uncontrollable  costs  and 


foreign  sales  now  account  for  32%  of 
revenues.  "We  eventually  want  inter- 
national business  to  be  bigger  than 
our  German  business." — Adam  Snitzer 


Boston  phoenix 

When  Rupert  Murdoch  paid  $1 
million  to  the  Hearst  Corp.  in 
1982  (and  assumed  an  estimated  $7.4 
million  in  sundry  Hearst  debt)  to  ac- 
quire the  Boston  Herald,  some  bet  he 
would  eventually  wind  up  liquidating 
the  paper's  assets.  No  way  could  Bos- 
ton support  two  daily  newspapers,  the 
arguments  went,  and  no  way  could 
the  Herald  break  the  Globe's  strangle- 
hold on  Beantown  readers. 

Now,  thanks  to  Herald  publisher 
Patrick  Purcell,  39,  there  are  second 
thoughts.  It  looks  as  if  Murdoch's  in- 
vestment may  at  last  be  starting  to 
pay  off,  albeit  modestly.  Under  Pur- 
cell the  Herald  has  turned  its  first 
profit  in  ten  years:  $700,000  on  $66 


million  in  revenues.  "Even  more 
couraging,"  says  Bruce  Thorp,  ani 
lyst  with  Lynch,  Jones  &  Ryan,  ' 
paper's  advertising  market  share 
moved  up  to  21%,  from  16%.  j 
modest,  but  a  substantial  lmpij 
ment  nonetheless." 

There  was  a  lot  to  improve.  W 
Rupert  Murdoch  acquired  the 
year-old  daily,  delivery  trucks  ba 
passed  safety  inspection  and  the  i 
version  to  a  tabloid  was  a  disai 
Newsstand  boxes  hadn't  H 
changed  for  the  new  format,  so  r 
ers  had  to  turn  their  heads  sidewaj 
read  headlines. 

Then  Purcell  arrived.  A  formed 
vertising  director  for  the  New  j 
Post,  he  doubled  news  pages,  and] 
an  atypical  Murdoch  move — encj 
aged  the  editor  to  tone  down  j 
headlines.  "Before,  we  emphas 
the  biggest  crime  story.  Now 
stress  the  biggest  local  story — wM 
er  it's  crime-related  or  not,"  says] 
cell.  Advertisers  applauded,  pusl 
revenues  for  1986  up  62%  over  1 
levels.  Daily  circulation  is  up 
360,000,  vs.  318,000  three  years  e. 
er  [Globe  circulation  is  516,000). 

But  what  are  Murdoch's  real  im 
tions  for  his  Boston  investment?  \ 
clue  came  last  August,  when 
bought  a  Boston  television  stall 
WXNE.  Since  the  Federal  Comm 
cations  Commission  has  now  n 
that  Murdoch  can't  have  both  the 
tion  and  the  Herald,  is  Purcell  peril 
being  directed  to  fatten  up  the  pi 
so  Murdoch  can  sell  it?  Pui 
doesn't  deny  it.  "We  have  to  i 
building,"  he  says,  "and  not  w 
about  what  ultimately  will  1 
pen." — Lisa  Guberaick 


Boston  Herald  Publisher  Patrick  Pun\ 
Making  Murdoch's  investment  p 


Faces 

Behind  the  Figures 


t  property 

I  ne  of  the  time-honored  ways  to 
'make  it  big  in  real  estate  is  to 
ke  yourself  sound  big.  No  one 
>ws  that  better  than  Jim  Weichert, 
president  of  Weichert  Realtors, 
e're  the  largest  residential  real  es- 
|  company  in  the  U.S./'  he  pro- 
:imed  to  a  gathering  of  over  3,000 


chert  Realtors  '  Jim  Weichert 

i  real  estate  set's  Billy  Graham. 


lering  Weichert   agents.  "We're 
Inber  one,  and  you  did  it." 
Ilumber  one?  What  about  Sears' 
Idwell  Banker,  Metropolitan  Life's 
litury  21  and  Merrill  Lynch?  Try  to 

I  Weichert  down,  and  he  starts 
aging,  explaining  that  they  are  the 
jteest  "independent  and  privately 
iped"  group  of  brokers.  But  even 
■h  the  qualifiers,  Weichert's  growth 
Btill  impressive.  In  1982  he  had 
4)0  listings.  This  year  he  will  have 
Ir  30,000,  which  should  add  up  to 
p  estate  sales  worth  $7.3  billion. 
Abes  estimates  his  chain  of  183  of- 
ts  in  the  hot  market  around  Phila- 
Aphia  and  New  York  City  should 

II  in  $150  million  in  revenues  this 
Ir,  strong  evidence  that  regional 
ips  are  better  at  local  residential 
fl  estate  than  big  national  firms 
'rbes,  Nov.  3). 

Vhat  does  Weichert  have  that  Mer- 
Lynch — which  recently  decided  to 


pull  out  of  residential  real  estate — 
doesn't?  How  about  personality?  In 
his  way,  Weichert  has  become  the 
Billy  Graham  of  the  real  estate  set. 
When  he  preaches  the  gospel  of  ever- 
rising  home  prices,  brokers  believe. 
"We're  at  the  foundation  of  an  enor- 
mous economic  boom,"  he  preaches 
to  his  army  of  agents.  "You  have  to 
believe  that  and  convince  your  home 
buyers  of  that." — David  Henry 


Great  expectations 

In  August  1981  Rebecca  Matthias, 
then  the  financial  manager  for  a 
small  Boston  computer  systems  com- 
pany, was  six  months  pregnant  and 
couldn't  find  a  thing  to  wear.  Says 
Matthias,  who  had  been  aching  to 
start  her  own  business:  "I  knew  I 
wasn't  the  only  pregnant  woman  in 
search  of  a  business  wardrobe."  In 
March  1982,  four  months  after  her 
son  was  born,  Matthias  launched 
Mothers  Work  to  produce  clothing  for 
pregnant  working  women.  Today  it  is 
a  $3  million  (estimated  1986  reve- 
nues) business. 

What  did  a  woman  trained  as  a  civil 
engineer  know  about  designing  and 
manufacturing  clothing?  "Not 
much,"  laughs  Matthias,  now  33.  She 
finessed  her  ignorance  by  filling  her 
first  catalog  with  other  designers' 


clothes.  Her  only  unique  outfit:  a 
three-piece  suit — the  skirt,  jumper 
and  jacket  all  culled  from  different 
manufacturers  and  dyed  to  match  in 
her  bathtub. 

She  hawked  that  catalog  in  the  New 
Yorker  and  the  Wall  Street  Journal.  Or- 
ders for  the  suit  poured  in.  She  scram- 
bled to  produce  the  goods,  purchasing 
fabric  from  a  store  that  catered  to 
men's  tailors,  carting  the  supplies  to  a 
patternmaker,  who  mimicked  the 
original  catalog  photograph.  Matthias 
filled  the  orders  and  quickly  hired  a 
designer  to  create  additional  outfits, 
continuing  to  farm  out  most  of  the 
manufacturing. 

Mothers  Work  now  sells  materni- 
ty clothes  through  its  catalog  as 
well  as  through  23  franchisees  and  3 
company-owned  stores  in  major  cit- 
ies like  Los  Angeles,  Boston,  Chica- 
go and  Washington.  Those  suits 
don't  come  cheap.  A  three-piece  en- 
semble typically  retails  for  a  little 
under  $300,  which  is  expensive  for 
clothing  to  be  worn  for  only  a  few 
months.  "Price  has  kept  down  wom- 
en's purchase  of  maternity  wear," 
Matthias  concedes.  Her  solution:  a 
patented  design  that  allows  a  gar- 
ment's waistline  to  expand  as  preg- 
nancy progresses.  After  delivery  the 
waist  can  be  taken  in  again  to  its 
original  size. — Stanley  W.  Angrist 


■       What  do 
EMILIO  FILIPPI 
of  Chile 
and  RAUL  LOCSIN 
of  the  Philippines 
have  in  common? 


The  International  Editor  of  the  Year  is 
awarded  annually  by  World  Press  Re- 
view to  the  editor  who  best  demonstrates 
"courage,  enterprise  and  leadership  on  an 
international  level,  fostering  journalistic 
excellence." 

Emilio  Filippi,  of  the  weekly  newsmaga- 
zine HOY  in  Santiago,  won  this  award  two 
years  ago.  Raul  Locsin,  of  the  daily  news- 
paper Business  Day  in  Manila,  was  named 
this  year. 

Both  men  publish  WorldPaper,  the 
monthly  international  news  section,  as  a 
special  supplement  in  their  publications. 
Twenty-two  other  editors  of  important 
newspapers  and  magazines  in  Asia,  the  Mid- 
dle East,  North  and  South  America  do  too. 

The  same  vision  and  values  that  attract 
editors  Filippi,  Locsin  and  their  peers  to 
WorldPaper  attract  subscribers  and  adver- 
tisers as  well. 

WorldPaper  influences  the  influentials. 


A. 
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The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


34-point  rally  during  the  final  trading  day  of  the  two- 
:ek  period  tracked  here  cut  the  two-week  loss  on  the 
)w  industrials  to  1.6%.  This  late  surge,  following  a  bad 
se  of  the  Boesky  blues,  also  gave  the  Dow  some  comfort  - 
le  breathing  room  over  the  1800  level,  an  event  that 
:hnicians  might  find  significant.  And  despite  the  recent 
rmoil,  the  Dow  still  holds  some  75%  of  the  gains  it  has 
ade  since  its  interim  bottom  in  late  September.  Second- 
er shares  finished  the  ten-day  trading  period  a  little 


further  behind  the  blue  chips,  but  not  by  much;  the  Amex, 
for  example,  was  off  2.1%. 

The  overall  market,  as  measured  by  the  Wilshire  index, 
fell  2%  in  the  last  two  weeks.  But  the  Wilshire  is  still 
selling  at  a  rather  high  17.5  times  latest  12-month  earn- 
ings. Helping  to  sustain  this  P/E  are  Wall  Street's  lofty 
1987  earnings  projections  (see  story,  p.  196).  However,  if 
the  earnings  forecasts  prove  to  be  too  cheery,  investors 
will  have  more  to  worry  about  than  insider  trading. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


Wilshire 

Forbes 

Dow  Jones 

NYSE 

Amex  Market 

NASDAQ 

ercent  change 

5000 

5002 

industrials 

Composite 

Value  Index 

Composite 

i  last  4  weeks 

0.6 

1.0 

1.4 

0.9 

-0.3 

-1.1 

i  last  52  weeks 

18.3 

15.3 

27.2 

19.7 

8.7 

13.9 

Stock  performance  based  on  six  key  investor  yardsticks 


ercent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share  price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

n  last  4  weeks 

0.7 

3.4 

6.1 

0.6 

1.2 

-0.8 

0.5 

0.0 

2.9 

0.9 

-0.2 

1.5 

n  last  52  weeks 

22.6 

40.5 

56.5 

27.2 

15.6 

27.4 

20.3 

32.9 

45.6 

33.1 

28.0 

26.0 

ilshire  index  reflects  price  performance.  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created.  2Based  on  sales.  3  A 
:k's  sensitivity  to  overall  market  movement.  High-volatility  issues  have  wide  price  fluctuations,  low-volatility  issues  arc  more  stable.  4A  quantitative  evaluation  of  a  stock's 
wth  image,  determined  by  Wilshire  Associates. 


>te:  All  data  for  periods  ending  1 1/20/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 
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Where  The  Action  Is 


What  it  will  take  to  close  the  technology  gap.  While  the 

overall  market  doesn't  look  undervalued,  the  technology 
sector  shows  signs  of  it.  Over  the  last  52  weeks  technol- 
ogy stocks  lag  every  sector  except  energy.  Technology 
gained  only  4.2%  over  the  last  52  weeks,  vs.  29.3%  for 
consumer  nondurables,  the  leading  sector,  and  18.3%  for 
the  market  as  measured  by  the  Wilshire  index.  What's 


wrong?  The  technology  group  is  struggling  with  cutthr 
competition  in  the  semiconductor  industry  and  a  slui 
in  computer  business.  Moreover,  IBM,  the  stock  tl 
makes  up  about  a  quarter  of  the  capitalization-weigh] 
technology  sector,  is  dragging  down  the  group.  Thanks 
weak  earnings,  IBM's  share  price  is  off  12%  over  the  p 
year.  If  IBM  recovers,  the  group  should  follow. 


Percent  change  in  last  52  weeks  "O-O-  Percent  change  in  last  two  weeks 
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Consumer  durables 
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Finance 
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Transportation 
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Consumer  nondurables  and  servicj 
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Raw  materials 
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What  The  Analysts  Think 


With  the  fourth  quarter  nearly  over,  analysts  are  scram- 
bling to  reduce  their  1986  earnings  estimates.  The  Institu- 
tional Brokers  Estimate  System  reports  that  for  every  five 


1986  estimates  being  raised,  eight  are  cut.  Technoloi 
transportation  and  capital  goods  stocks  have  been  i 
hardest.  (For  more  IBES  /lumbers,  see  following  story.) 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.72 

15.9 

1986  estimates 

3.16 

13.7 

1987  estimates 

3.80 

11.4 

Rank  based  on 
change  in  estimate 


Sector 


Utilities 


Energy 


Consumer  nondurables 


Finance 


Consumer  durables 


Raw  materials 


Technology 


Transportation 


Capital  goods 


Estimated  1986 
EPS  P/E 


$3.29 


2.09 


3.16 


3.79 


2.45 


2.14 


10.6 


16.4 


10.5 


18.0 


15.3 


22.3 


17.0 


%  change  in  1986  estim 
in  2  weeks     in  4  wed 


-0.12% 


-0.26 


-0.70 


-0.83 


-1.52 


-1.86 


-fl.08% 


-1.17 


-0.77 


-1.41 


-0.44 


-1.96 


-3.89 


-2.19 


-3.19 


Earnings  projections  are  capitalization-weighted  consensus  estimates  from  over  2,000  security  analysts  Data  are  compiled  and  updated  continuously  by  the  Institutional  Bra 

Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan,  a  New  York-based  brokerage  firm 


Your  lakeland 
paradise 

from  Forbes 


•  own  vacation  land  on  the  fabulous  Lake  of  the  Ozarks 
antral  Missouri.  Right  in  the  heartland  of  America. 
7  from  cities,  noise,  pollution  and  the  rat-race  of  the 
aday  world.  We  call  it  Forbes  Lake  of  the  Ozarks  .  .  . 
1 12,800  acres  of  scenic  paradise.  Not  for  everybody, 
naybe  for  you. 

e  Ozarks  region,  which  dominates  most  of  southern 
!>uri,  has  long  been  lost  in  the  legends  of  the  Osage 
ns.  Now  that  the  magnificent  Truman  Lake  has  been 
)leted,  it's  merely  a  matter  of  time  before  the  beauty  of 
pectacular  recreational  area  attracts  vacationers  and 
rs  from  every  corner  of  the  continent, 
^ours  is  a  family  of  water-sports  lovers — swimming, 
ng,  fishing,  water-skiing — it's  hard  to  imagine  a  more 
I  ct  setting  for  you.  Forbes  Lake  of  the  Ozarks  is  nestled 
Is  headwaters  of  the  big  Lake.  Here  it  almost  kisses 
ban  Lake  on  the  west,  then  winds  eastward  through 
'Is  of  hickory  and  oak  for  over  90  miles  to  the  bustling 
}f  the  summer  resort  area  at  Bagnell  Dam. 
rbes  Inc.,  publishers  of  Forbes  Magazine,  through  its 
! diary,  Sangre  de  Cristo  Ranches  Inc.,  is  offering  the 
|>rtunity  of  a  lifetime  for  you  to  acquire  one  or  more 
>  of  our  choice  Missouri  lakeland  among  the  breathtak- 
hills  'n'  hollers"  country  of  the  Lake  of  the  Ozarks. 
•rbes'  private  park  is  the  ideal  place  to  build  a  second 
fe  .  .  .  that  special  place  where  you  may  now  or  one 
:hoose  to  retire.  Here  among  the  friendly,  down-home 
who  have  made  Missouri  famous  for  its  hospitality. 

|:he  Property  Report  required  by  Federal  law  and  read  it  before  signing  anything  No  Federal  agency  has  judged  the  merits  or  value,  if  any.  of  this  properly  Equal  Credit  and  Housing 
I  jnity  A  statement  and  offering  statement  has  been  filed  wifh  fhe  Secretary  of  State  of  the  Slate  of  New  York  The  filing  does  not  constitute  approval  of  the  sale  oc  lease  or  offer  for  sale  or 
1/  the  Secretary  of  State  or  that  the  Secretary  of  State  has  in  any  way  passed  upon  the  merits  of  such  offering  A  copy  of  the  offering  statement  is  available,  upon  request,  from  Sangre  de 
lanches  Inc  ,  NYA85-211. 


These  are  salt-of-the-earth  people  who  are  pleased  to 
welcome  good  neighbors  to  their  easygoing  way  of  life. 

There's  no  better  time  than  right  now  to  find  out  if 
Forbes  Lake  of  the  Ozarks  is  the  place  for  you.  All  our 
homesites,  including  lake  front  and  lake  view,  will  be  a 
minimum  size  of  one  acre — ranging  to  over  three  acres. 
Cash  prices  start  at  $6,000.*  One  or  more  acres  of  this 
incredibly  beautiful  lakeland  can  be  yours  for  the  modest 
payment  of  $60  per  month,  with  easy  credit  terms 
available. 

For  complete  information,  including  pictures,  maps  and 
full  details  on  our  liberal  money-back  and  exchange  privi- 
leges, please  fill  in  the  coupon  and  mail  to:  Forbes  Lake  of 
the  Ozarks,  Box  157,  Warsaw,  Missouri  65355. 

•Prices  subject  to  change  without  notice 

■  Forbes  Lake  of  the  Ozarks 

I    Box  157,  Warsaw,  MO  65355  *  "f^w 

Without  obligation,  please  send  me  more 
information  on  Forbes  Lake  of  the  Ozarks. 

PLEASE  PRINT 


Name 


Address 


City/State/Zip 
Telephone 


8| 


or  phone  816/438-2801 


Statistical  Spotlight 


These  companies  are  due  for  big  earnings 
gains  next  year,  if  the  analysts  are  right. 
Caution:  Analysts  are  eternal  optimists. 

High  hopes 


By  Steve  Kichen 


No,  we  don't  have  any  sen 
ing  bargains  for  you  on  t 
pages,  but  we  do  have 
intriguing  situations.  Look  dow 
Continental  Airlines,  on  page  1 
the  Wall  Street  crowd  is  right  a 
this  high-risk  stock,  it  will  earn 
or  so  next  year,  meaning  that  the 
rent  1 5 1/2  price  tag  on  the  stock  r« 
sents  a  future  P/E  of  only  5.5 
Air,  Continental's  parent,  isn't  d 
too  badly,  either,  with  a  projei 
$4.00  or  so. 

Then  there's  W.R.  Berkley, 
able  for  5.9  times  the  $4  or  so 
supposed  to  do  next  year.  H 
Group,  Fremont  General  and  th 
Paul  Cos.  are  among  the  other  in 


Outlook:  better  earnings 


-Earnings  per  share- 

Estimated 

 Estimates — 

Recent 

1986 

1987 

% 

1987 

confidi 

Company/business 

price 

est 

est 

change 

P/E 

number 

facte 

AccuRay/electrical  equipment 

187s 

$0.92 

$1.86 

102% 

10.1 

13 

1. 

ACI  Holdings/airline 

14% 

0.50 

0.89 

78 

16  2 

4 

very  1< 

Adams-Russell/cable  television 

20% 

0.73a 

1.42 

95 

14.3 

9 

li 

Affiliated  Bankshares  of  Colorado/bank  holding 

to 

0.89 

1.51 

70 

6.6 

7 

1. 

Air  Products  &  Chemicals/industrial  gases 

34% 

0.08a 

2.84 

300* 

12.3 

22 

aver 

Alberto-Culver/personal  care  prods 

15 

0.68a 

1.21 

78 

12.4 

4 

very  hi 

Alcoa/aluminum 

34% 

2.05 

3.87 

89 

8.9 

20 

ll 

Amdahl/computer  equip 

21 W 

0.66 

1.41 

114 

15.0 

23 

k 

America  West  Air/airline 

8'/4 

0.52 

1.00 

92 

8.3 

12 

very  1< 

American  President  Cos/ocean  transport 

25% 

0.50 

2.34 

300* 

11.1 

8 

very  Id 

Amfac/food  processing 

23V4 

0.39 

1.83 

300* 

13.0 

9 

lc 

Anthem  Electronics/electronics 

11V5 

0.59 

1.02 

73 

11.3 

8 

1c 

Apollo  Computer/computer  equip 

11% 

0.26 

0.77 

196 

15.3 

25 

k 

Applied  Materials/equip  for  mfg  semiconductors 

IOV2 

9.98 

0.46 

300* 

22.8 

18 

very  k 

Augat/electromechanical  components 

16% 

0.65 

1.18 

82 

13.9 

13 

k 

Bearings/bearings,  power  trans  equip 

33V, 

0.56a 

2.64 

300* 

12.7 

6 

avert 

Becor  Western/heavy  equip 

12  Vt 

0.21 

0.47 

124 

26.1 

13 

lc 

Bell  Inds/electronics 

19'/2 

0.56a 

0.97 

73 

20.1 

7 

k 

Beneficial  Corp/finance 

?m 

2.03 

5.61 

176 

12.7 

8 

avera 

WR  Berkley/insurance 

23'/i 

2.35 

4.01 

71 

5.9 

5 

avera 

Best  Prods/catalog  showrooms 

11 

0.22 

1.11 

300* 

9.9 

10 

i 

Biocrah  Labs/generic  drugs 

U  - 

0.60 

1.02 

70 

14.1 

3 

avera 

Black  &  Decker/electric  tools  and  appliances 

16% 

0.61 

125 

105 

13.5 

14 

lo 

Burndy/electrical  equip 

14% 

0.56 

1.00 

79 

14.4 

10 

avem 

Business  Men's  Assurance/insurance 

26*4 

1.33 

2.34 

76 

1 1 .3 

7 

Businessland/computer  stores 

10  *4 

0.12a 

0.56 

300* 

18.1 

7 

Butler  Intl/aviation  services 

19'/4 

0.40 

0.77 

93 

25.0 

3 

*  300%  or  more,  a:  Actual  1 
Source.  The  Institutional  Brokers  Estimate  System  (IBES),  a  senice  of  Lynch.  Jones  &  Ryan,  lia  Micro/Scan  Data  on  Diskette  from  Lotus  Information  Senia 


I  stocks  trading  at  cheap  multi- 
Jof  their  projected  earnings.  West- 
ICapital  Investment,  Navistar  In- 
lational  (truck  manufacturing)  and 
jh  Manufacturing  (clothes)  are 
i  seemingly  cheap, 
mat's  the  catch?  Mainly,  that  ana- 
Is'  guesses  as  to  next  year's  earn- 
|  are  about  as  reliable  as  a  long- 
re  weather  forecast.  An  analyst 
fenough  trouble  predicting  how  a 

ly  completed  year  will  come  out, 

ur  recent  look-back  on  year- ago 
Fictions  for  the  30  Dow  stocks 
ived  (Forbes,  Dec.  1).  But  this  may 
[elpful  to  investors:  By  and  large, 

n  the  analysts  are  wrong,  they 

s  too  high. 

le  table  that  follows  includes 
ll-size  companies  with  expected 
fings  per  share  gains  of  at  least 
J.  Generally  the  data  don't  count 
recurring  items  like  asset  sales 
{writeoffs.  (Our  table  comes  cour- 


Outlook:  better  earnings 


-Earnings  per  share- 

Estimated 

 Estimates  

Recent 

1986 

1987 

% 

1987 

confidence 

jnpany/business 

price 

est 

est 

change 

P/E 

number 

factor 

alyst  Energy  Dev/alternative  energy  sys 

22 1/2 

$0.59 

$1.29 

119% 

17.4 

4 

average 

1  Inds/metal  fabricating 

25 

1.04 

1.90 

83 

13.2 

5 

very  low 

impion  Spark  Plug/auto  parts 

10W 

0.16 

0.61 

281 

16.8 

5 

low 

isapeake  Corp/packaging 

33% 

1.17 

2.46 

110 

13.8 

10 

low 

ire's  Stores/apparel  stores 

m 

0.32 

0.64 

100 

11.3 

9 

low 

.stal  Corp/oil  and  gas 

31% 

1.67 

3.33 

99 

9.5 

21 

low 

lerent/lasers 

9% 

0.17 

0.67 

294 

14.7 

5 

low 

lagen/biotechnology 

9% 

0.22a 

0.39 

77 

24.7 

5 

average 

orado  National  Bankshares/bank  holding 

14% 

0.80 

1.41 

76 

10.5 

7 

low 

nair/airline,  freight  forwarding 

8 

0.55 

1.20 

118 

6.7 

3 

average 

MB/specialty  retail 

18 

0.38 

1.10 

189 

16.4 

7 

very  low 

np-U-Card  Intl/clectronic  shopping 

11% 

0.51 

0.88 

73 

13.4 

3 

average 

isumers  Power/electric  utility 

16 

0.61 

1.08 

77 

14.8 

18 

very  low 

itinental  Airlines/airline 

15'/2 

1.08 

2.83 

162 

5.5 

3 

low 

iperVision/eyecare  products 

19% 

8.98 

1.62 

300* 

11.9 

9 

low 

tco  Wholesale/specialty  retail 

11% 

0.15a 

0.48 

220 

24.2 

7 

low 

ss  &  Trecker/machine  tools 

13% 

0.02a 

0.78 

300* 

17.8 

19 

low 

stal  Brands/apparel 

20  >/2 

0.96 

1.80 

88 

11.4 

5 

average 

iic/electronics 

14% 

0.32 

1.40 

300' 

10.3 

3 

low 

mnins  Engine/mfr  diesel  engines 

61% 

0.12 

4.43 

300* 

14.3 

10 

very  low 

a  Card/credit  card  processing  equip 

12% 

0.75 

1.48 

97 

8.7 

4 

low 

a  General/computer  equip 

31% 

0.21a 

1.37 

300* 

22.8 

28 

low 

ta  Air  Lines/airline 

47 

1.18a 

4.37 

270 

10.8 

21 

low 

mond  Shamrock/energy,  chemicals 

12% 

0.13 

0.59 

300* 

21.6 

21 

very  low 

ne  Mines  Ltd/gold  mines 

7% 

0.12 

0  26 

117 

27.9 

14 

very  low 

vo/construction 

17'/2 

0.53 

1.08 

104 

16.2 

3 

low 

Z  Communications/telecommunications  equip 

6V5 

0.38 

0.68 

79 

9.6 

19 

low 

W%  or  more,    a:  Actual. 

Source  The  Institutional  Brokers  Estimate  System  (IBES),  a  service  of  Lynch,  Jones  &  Ryan,  via  Micro/Scan  Data  on  Diskette  from  Lotus  Information  Services. 


tesy  of  Institutional  Brokers  Estimate 
System,  which  gathers  forecasts  on 
3,500  companies  from  135  brokerage 
firms.) 

You  won't  find  such  names  as  Beth- 
lehem Steel,  Exxon,  General  Motors 
or  USX  listed.  They  aren't  due  for  big 
earnings  jumps,  according  to  the  ex- 


perts. Wall  Street  is  expecting  that 
autos  and  major  oils  will  amble  along. 
But  they  are  looking  for  better  than 
average  gains  in  such  areas  as  chemi- 
cals, semiconductors,  machine  tools 
and  regional  banks. 

For  instance,  Wall  Street  has  Gen- 
entech  down  for  magnificent  earnings 
growth  in  1987,  from  35  cents  a  share 
to  89  cents.  Even  against  the  year- 
ahead  earnings,  however,  this  biotech 
company  is  trading  at  what  some 
would  consider  a  ridiculous  multiple 
of  95.  For  the  price  to  be  reasonable, 
the  154%  growth  rate  must  continue 
for  a  couple  of  years  more. 

A  major  caution  is  that  for  some  of 
these  companies  the  analysts  don't 
come  close  to  agreement  in  their  pre- 
dictions. This  is  indicated  in  the  col- 
umn "confidence  factor."  Continen- 
tal Air  rates  a  "low"  in  this  depart- 
ment. Meaning  that  the  analysts  are 
all  over  the  lot  on  the  projections.  ■ 


Outlook:  better  earnings 


Estimated 
1987 
P/E 

 Estimates— 

Company/business 

Recent 
price 

1986 
est 

-Earnings  per  snare- 
1987 
est 

% 
change 

confil 

number  fac 

Emery  Air  Freight/freight  forwarding 

13% 

$0.01 

$1.13 

300%* 

12.1 

18 

Energen/gas  utility 

19 

0.47a 

1.77 

277 

10.7 

3 

Equimark/bank  holding 

4% 

0  12 

0.60 

300* 

7.3 

3 

veryj 

Esterline/precision  instruments 

11% 

0.18 

0.83 

300* 

14.3 

4 

very 

Fairchild  Inds/aerospace 

11 '/s 

0.46 

1.04 

126 

10.7 

9 

Farah  Mfg/apparel 

15% 

1.17 

2.28 

95 

69 

4 

ave 

Federal  Natl  Mortgage/mortgages 

33% 

2.65 

4.52 

71 

7.5 

17 

Fieldcrest  Cannon/textiles 

WA 

1.93 

3.38 

75 

9.3 

7 

very 

Fireman's  Fund/insurance 

32% 

2.57 

4.36 

70 

7.5 

26 

ave 

Floating  Point  Sys/computer  equip 

12% 

0.08 

0.51 

300' 

25.0 

17 

very 

Freeport-McMoRan/minerals,  oil  and  gas 

18% 

0.65 

1.21 

86 

15.1 

16 

Fremont  General/insurance 

16% 

0.31 

3.25 

300* 

5.1 

6 

Galileo  Electro-Optics/precision  instruments 

35V4 

1.33a 

2.30 

73 

15.4 

3 

ave 

Genentech/biotechnology 

84% 

0.35 

0.89 

154 

NM 

20 

very 

General  DataComm  Inds/computer  equip 

0.26a 

0.72 

177 

11.5 

13 

General  Instruments/electronics 

16 

0.69 

1.47 

113 

10.9 

1  1 

very 

Golden  Nugget/hotels  and  casinos 

10% 

0.46 

0.88 

91 

1  1  s 

8 

ave 

BF  Goodrich/tire  and  rubber 

44  % 

1.41 

4.05 

187 

10.9 

12 

WR  Grace/multicompany 

52 

0.66 

2.61 

295 

19.9 

15 

Guaranty  Natl/insurance 

7'/4 

0.58 

1.00 

72 

7.3 

3 

very  1 

Frank  B  Hall/insurance  brokerage 

17'/4 

0.68 

1.39 

104 

12.4 

17 

Harnischfeger/heavy  equip 

15% 

0.46 

1.48 

222 

10.6 

8 

Heck's/retail 

12% 

0.41 

1.03 

151 

12.0 

8 

very 

Home  Group/insurance 

17% 

1.06 

3.55 

235 

4.9 

12 

Homestake  Mining/gold  and  metals  mining 

25 

0.40 

0.71 

78 

35.2 

16 

very 

Integrated  Device  Technology/electronics 

7% 

0.27 

0.63 

133 

12.1 

5 

very 

Intermedics/health  care  equip 

15  W 

0.25 

0.78 

212 

19.9 

6 

very 

Intl  Game  Technology/coin-operated  video  games 

9% 

0.06 

0.64 

300* 

15.2 

5 

very 

IU  International/multicompany 

14% 

0.68 

1.40 

106 

10.2 

10 

|oy  Mfg/industrial  machinery 

26 

0.63 

1.15 

83 

22.6 

17 

Kansas  City  Southern/railroad 

48% 

1.09 

2.60 

139 

18.8 

7 

Kennametal/metal  fabricating  equip 

24% 

0.06a 

1.79 

300* 

13.8 

10 

avei 

Lancaster  Colony/household  prods 

18'/4 

0.26a 

1.67 

300* 

10.9 

6 

avei 

Litton  Inds/multicompany 

80 

2.52a 

5.79 

130 

13.8 

17 

avei 

Louisiana  Bancshares/bank  holding 

8 

0.27 

0.79 

192 

10.1 

3 

very 

LSI  Logic/semiconductors 

8% 

0.11 

0.44 

300* 

20.2 

15 

Lynch  Communications/telecomm  equip 

13% 

0.37 

0.76 

105 

17.9 

6 

Malrite  Communications  Group/broadcasting 

10% 

0.08 

0.45 

300* 

23.9 

3 

avei 

Meritor  Savings  Bank/savings  and  loans 

8% 

0.59 

1.15 

95 

7.1 

7 

very 

Midway  Airlines/airline 

11 '/8 

0.55 

1.04 

89 

10.7 

8 

Moore  McCormack  Resources/cement 

19% 

0.73 

1.46 

'l00 

13.1 

8 

very 

NAC  Re  Corp/reinsurance 

26  "2 

1.20 

2.38 

98 

11.1 

6 

very- 

National  Semiconductor/semiconductors 

10% 

0.15 

1.01 

300* 

10.5 

15 

very 

Natl  Convenience  Stores/convenience  stores 

9% 

0.15a 

0.52 

247 

19.0 

8 

very 

Navistar  Intl/truck  mfg 

5'/2 

0.32 

0.79 

147 

7.0 

14 

very 

Northrop/aerospace 

1.46 

4.96 

240 

H  5 

23 

avei 

Occidental  Petroleum/integrated  oil 

27>/s 

0.88 

1.50 

70 

18.1 

20 

very 

Ofsaida  Ltd/housewares 

12% 

0.47 

0.95 

102 

12.8 

3 

'300%  or  more,   a:  Actual.    NM:  Not  meaningful. 

Source:  We  Institutional  Brokers  Estimate  System  (IBFS), 

a  sen 'ice 

of  Lynch,  Jones  &  Ryan,  lia  Micro! Scan  Data  on  Diskette  from 

Lotus  Information  Sen  u 

•     ON  THE  TWELFTH  DAY 

OF  CHRISTMAS  .- 
A  GOOD  FRIEND  GAVE  TO  ME. 
TWELVE  ROCKETS  DOCKING 
.  ELEVEN  LUNAR  LANDINGS 
TEN  MARTIANS  MARCHING 
NINE  LASERS  BEAMING 
EIGHT  GENES  A  SPLICING 
►  SEVEN  CELLS  A'  CLONING 
SIX  SUNS  EXPLODING 
FIVE  GASEOUS  RINGS 
FOUR  FALLING  WORLDS 
THREE  BLACK  HOLES  * 
TO  BE  ENJOYED 
IN  A  FULL  YEAR  OF 
OMNI  MAGAZINE! 

:THIS  CHRISTMAS,  SEND  A  FRIEND  A  GIFT  SUBSCRIPTION \ 
"  OMNI  AND  GET  AFREE  OMNI  BOOK  LIGHT  FORYOURSE 


OMNI  MAGAZINE 

RO.  Box  3026,  Harlan,  la.  51593 
SEND  ME  MY  FREE  OMNI  BOOK  LIGHT! 

□  1  year  (12  issues)  just  $23.95.  Save  $13.05 

TO:  Name  

Address  

City  


State . 


.Zip. 


FROM:  (You  must  complete  this  section) 

Name   

Address  


□  In  addition,  send  me  a  subscription. 

□  Check  enclosed  □  Money  order  end. 

□  Bill  me  DVisa 

□  MasterCard-Interbank  #  

Acct.#  Exp.  date  

Credit-card  holders  call  toll-free:  1- 
800-228-2028  Ext.  H.  Nebraska  resi- 
dents call:  1-800-642-8300  Ext.  tl. 

Rates  for  U.S.,  APO,  and  FPO  addresses  only.  Canada 
and  elsewhere  $28  for  one  year,  U  S.  currency  only. 


Outlook:  better  earnings 


Company/business 

Recent 
price 

1986 
est 

-Earnings  per  share- 
1987 
est 

% 
change 

Estimated 
1987 
P/E 

 Estimates — 

confide 
number  factt 

UTIUIl  \.dpildl  /  1  I1?>L1I<1I1CC 

26% 

$1.12 

$3.62 

223% 

7.4 

8 

very  1 

Will  UUdl  U  ITltll  I  lie/  UUl  UUdi  vJ  IlllJlUIo 

29 '/« 

0.66a 

2.54 

285 

1 1.5 

9 

1 

Overseas  Shipholding/ocean  transport 

18% 

1.37 

2.43 

77 

7.7 

5 

1 

Pace  Membership  Warehouse/specialty  retail 

8% 

0.09 

0.47 

300* 

18.6 

5 

1 
| 

I  lit.  .y.   l/UUKw  v.UJJJ-»i.  I 

173/4 

1 .39 

2.55 

83 

7.0 

19 

very  1 

Pirrct nn /r\i I  anil  mil 

...     .ill*         i,    rtllU  vUdi 

1  1% 

0.30 

0.84 

180 

14.0 

10 

Plains  Petroleum/oil  and  gas  expl,  dev,  prod 

25  V* 

0.35 

1.67 

300* 

15.0 

4 

aver 

PuIlman-Peabody/machinery 

7% 

0.38 

0.65 

71 

119 

3 

niiivntp/nionwau  Qafpfv  nrmlQ 
v^UlAult./  1 1 l  j^l i  wdy  odici  y  jji  uuj 

14i/4 

0.27a 

0.71 

163 

20.1 

5 

ndiisuui^/  iiidi.iiiiici  y 

1  17/b 

0.28 

0.83 

196 

14.3 

5 

Reeves  Communications/TV  programming,  prod 

8'/4 

0.32a 

0.78 

144 

10.6 

5 

Resorts  Intl/hotels  and  casinos 

47% 

1.12 

2.83 

153 

16.9 

very  1 

l\C  V III  11  VjIUUJ),'  CU3lIlCll<w.9 

13 

0.48 

1.23 

156 

10.6 

3 

Pncc  Stnrps/annarpl  ernrpe 

I\U99  JIUIC3/  auUdlLl 

5.% 

0.35 

0.61 

74 

9.2 

7 

St  Paul  Cos/insurance 

36% 

2.98 

5.07 

70 

7.2 

27 

Seagate  Technology/computer  equip 

16% 

0.72a 

1.71 

138 

9.7 

20 

^iPI  Pnrn/rnmniitpr  cvrs  tn  finanrp  inn 

I91/4 

0.77 

1.45 

88 

13.3 

3 

*s »■  1  h  1  ■  1  k  Rrupp  f» rnn n/ 1  n qi  1  ran  pp 

JC1UC19  DIULC  V  j  I  Lf U  J.) ■  1  1  n  LI  1  ill  1  L  L 

15 

0.01 

1.93 

300* 

7.8 

7 

very  1 

Sovereign/insurance 

7V» 

0.23 

0.46 

100 

15.5 

7 

very  1 

Spectra-Physics/lasers 

20-V* 

0.11a 

0.78 

300* 

26.6 

6 

Stalpv  f^fintinpntal/fi >nfi  nrnrpcci v\ 0 

JldlC  y  V^UU  11I1C11  Idl/  IUUU  ^Ji       C 55111^ 

27V4 

0.88a 

2.29 

160 

12.1 

15 

^tsnnarH  /W irrncvctpmc/cpmi p/inn  1 1  c tore 

11V4 

0.30 

0.87 

190 

12.8 

7 

very  1 

Stone  Container/packaging 

53  V2 

1.24 

4.40 

255 

12.2 

13 

Summit  Health  Ltd/health  care  sves 

6V2 

0.22a 

0.56 

155 

11.6 

6 

Clin  Pl*»p#np /nrpn cinn  incfru mpn  1"C 
JUII  CICClllw  J.'  1  CL  1 5 11 )l  1  lll^ll  UIIlClllo 

1 1 '/» 

0.21 

0.85 

300* 

13.1 

4 

*siin  Mirrnsvsfpnis/rrtmniifpr  pnnin 

JUlt    JiULlUSY  *  IC 1119/  V,UlllUUlCl  CUU1U 

lgi/8 

0.46a 

0.94 

104 

19.3 

8 

Telectedit/financial  sves 

45% 

1.49 

2.75 

85 

16.6 

4 

TeleVideo  Sys/computer  equip 

2!/8 

0.04 

0  L7 

300* 

12.5 

3 

very  1 

T pf a/1 17 n *» / r\t*ppi cw»n  inctrii mpn f c 

1  ciduy  lie/  (.HLLi^iini  iii?Liuii:tni> 

16'/s 

8.98 

0  79 

300* 

20  4 

20 

very  1 

TTpvae  Air/airlinp 
icAdo  nil'  till  111  ic 

34% 

1.50 

4.01 

167 

8.7 

9 

very  1 

Texas  Instruments/semiconductors 

1125/s 

1.26 

7.49 

300* 

15.0 

32 

Tokheim/gasoline  metering  equip 

19'/s 

1.03 

1.90 

84 

10.1 

4 

1  I  A  I  /atrlmp 
\J  /\L/  dllllllL 

56% 

1  64 

5  79 

253 

9  8 

20 

I  Inflprmann-Rats/rnmnntPT  pnmn 
UECI  IlloIUl  Oaa3/  CU111UU  IC  I  CU  U.1JJ 

10% 

0.04 

0.58 

300* 

17.9 

12 

aver 

Unitrode/semiconductors 

11% 

0.06 

0.73 

300* 

16.1 

9 

Valid  Logic  Sys/computer  equip 

6'/8 

0.11 

0.31 

182 

19.8 

16 

very  : 

Varl  t\i  1  m  irhi  nprv 
V  al  liy/  IIltlL.IlllICI  y 

1% 

0  12 

0  24 

1  fin 

7  8 

4 

very  ! 

Vpprn  1  n Ctrl I tti *»¥i t c fr\Tf*r  1  ci itictnimpntc 

I41/2 

0.56 

1.03 

84 

14.1 

5 

aver 

Viacom  Intl/TV  programs 

40% 

0.36 

1.02 

183 

40.1 

10 

VLSI  Technology/electronics 

L0% 

0.02 

0.48 

300* 

22.7 

13 

Western  Capital  Investment/savings  and  loan 

14% 

0  37 

1  1  ft 

*300* 

6  8 

5 

in i  i  in ui ileum psuiy 

23% 

1  06 

1  Oft 

lfti 

7  8 

6 

aver 

Williams  Cos/natural  gas 

Tl]/. 
ZZV4 

nil 

1.36 

300* 

16.4 

18 

very  1 

Wyle  Labs/electronics 

12'  . 

0.53 

0.95 

79 

12.9 

8 

York  International/climate-control  equip 

16% 

0.72 

1.43 

99 

11.8 

3 

very' 

Zenith  Electronics/consumer  electronics 

20  '/s 

0.01 

0.97 

300* 

20.7 

12 

very  | 

Zenith  Labs/generic  drugs 

10 

0.25 

0.68 

172 

14.7 

11 

v.-.-vith  Natl  Ins/insurance 

22 

1.78 

3.14 

76 

7.0 

6 

aver 

"300%  or  more,   a:  Actual. 

Source:  The  Institutional  Brokers  Estimate  System  (/BBS),  a  senice  oj Lyric/},  Jones  &  Ryan,  tia  Micro/Scan  Data  on  Diskette  from  Lotus  Information  Serin 


Three  Fabulous  Gifts 

Forbes 


ties  Scrapbook  of 
Mights  on  the 
mess  of  Life 

ginal  volume  of  Forbes  Scrapbook 
hights  on  the  Business  of  Life  was  a 
m  book,  a  traveling  companion,  an 
iHrthday  or  holiday  gift,  even  part  of  the 
inployee  program  at  one  company. 

rj  a  handsome  blue  cloth  slipcase, 
landed  two-volume  edition  of  Forbes 
t  ook  of  Thoughts  on  the  Business  of 
peing  offered  to  Forbes  readers. 

)>ult  of  patient  culling  month  by 
:  over  a  number  of  years,  each  volume 
Its  some  3,500  polished  gems  of 
i»n  from  the  great  authors  of  Greece 
)>me  down  to  our  own  day. 

ges  are  generously  laid  out  on  good 
It.  paper,  a  pleasure  to  browse  through 
i  vor  at  random,  a  Thought  or  two  at 
Alternatively,  a  special  index  allows 
rsuit  of  themes  such  as  thoughts  on 
;e,  Patriotism,  Faith  and  Romance. 

rider  is  blue  cloth,  matching  the 
t  e,  with  the  lettering  on  the  spine 

ted  in  gold.  The  price  for  the  two 
feset,  $29.95. 


AROUND  THE  WOULD 
ON  HOTAl  R  AND 
IWO  WHEEL 


1 


Around  the  World  on 
Hot  Air  and  Two  Wheels 

"We  can't  remember  readers  or  reviewers  ever  having 
a  better  time  with  a  book.  Malcolm  Forbes  succeeds  in 
doing  something  that  is  altogether  rare  in  this  world. 
He  has  fun — and  ...  we  share  it  to  the  hilt." 

— Simon  and  Schuster 
"A  book  overflowing  with  exuberance  and  great 
good  humor.  What  Malcolm  Forbes  does  with  his 
money  is  endlessly  fascinating  and,  in  a  way,  almost 
endearing. .  .Now  he  has  put  together  a  handsome  book 
celebrating  his  exploits.  Priced  at  $24.95  . . .  it's 
worth  every  penny."  — Sports  Illustrated 

"So  overwhelmingly  a  celebration  of  the  joys  of 
adventure,  as  well  as  an  affirmation  of  the  good  side  of 
life,  that  the  reader  is  soon  buoyed  by  its  exuberant 
message:  Don't  stay  put  when  you  can  put  foot  into  any 
part  of  this  still  whole,  wide  and  mosdy  wonderful 
world. "  — The  New  York  Times 
"A  delightful  chronicle — light  as  a  balloon  and 
refreshingly  free  of  hot  air — of  a  journey  by  the 
latter-day  Phileas  Fogg  who  happens  to  publish  a 
business  magazine  called  Forbes  in  his  spare  time." 

—Cosmopolitan 


The  Sayings  of 
Chairman  Malcolm 

"Gems,"  said  USA  Weekend. 
"Irrepressible,"  said  The  Princeton  Packet. 
Guess  what.  Over  1,000  of  the  Chairman's 
Sayings  have  now  been  published  in  a  set  of 
two  shm,  green  and  gold  volumes  to  the 
delight  of  readers  and  reviewers.  "Ideal  fare 
for  lovers  of  the  zip  read."  "Malcolm 
Forbes  is  more  than  willing  to  offer  his  two 
cents  worth  on  most  any  subject."  Two 
cents'  worth  times  1,000  is  $20.  You  can 
have  them  all  at  the  bargain  price  of  $18, 
slipcase  and  shipping  included.  Be 
provoked  and  amused;  fill  out  and  return 
the  coupon  today. 

What  they  said  about  the  first  printing: 

"I  just  read  your  book,  and  it  was 
delicious.  I  ate  it." 

— Ann  Landers,  Daily  News,  New  York 

"How  have  we  done  so  well  for  so  long 
without  it?  This  httle  book  is  witty,  wise, 
serene,  sometimes  sober  and  at  all  other 
times  tipsy;  but  always  great,  terrific,  and  in 
all  ways,  well  worth  its  price." 

— The  Nashville  Banner 


*end  my  order  as  indicated.  My  check 

 is  enclosed.  Forbes  pays 

g  and  handling  on  all  orders. 

.  set(s)  of  "Thoughts  on  the  Business 

$29.95  each 
L  copy(ies)  of  "Around  the  World  on 
and  Two  Wheels' '  $24.95  each 

.  set(s)  of  "Savings  of  Chairman 
m"  $18  each 

iend  gift  card  from 

)o  not  send  gift  card 

1  additional  gifts,  please  attach  your  list 

es  and  addresses. 


Forbes  Book  Department,  60  Fifth  Avenue,  New  York,  NY  1001 1 


(please  prim) 

Address 

City 

State 

Zip 

Ship  to: 

(please  print) 

Address 

City 

State 

Zip 

Please  add  8'/i%  sales  tax  for  New  York  City,  other  N.Y.S.,  CA  and  LL  add  taxes  as  required  bv  law. 


Statistical  Spotlight 


Used  to  be  dividends  were  for  widows,  old 
fogeys  and  tax-exempt  institutions.  Now 
they^re  for  everyone. 

Dividend  play 


By  Michael  Ozanian 


Until  a  few  months  ago,  dividends 
weren't  much  good  to  high-bracket 
investors.  Better  that  the  company  re- 
invest profits  and  build  up  its  share 


value,  delivering  returns  in  the  form 
of  long-term  capital  gains. 

The  new  tax  treatment  of  capital 
gains,  fully  effective  in  1988,  will 
change  investors'  thinking.  Maybe 
it's  better  to  have  a  quarterly  bird  in 


Patrick  McDonnell 

the  hand  than  a  very  uncertain  cc 
a  couple  of  years  later.  Accordinj 
Preston  Athey,  a  portfolio  man; 
with  Baltimore-based  money  man; 
T.  Rowe  Price,  "Investors'  attitu 
will  change  from  one  of  money! 


For  aficionados  of  cash 


Investors  interested  in  issues  with  rapid  dividend  1987  earnings)  of  less  than  10.  One  caution:  Stocks  wit 
growth  may  find  some  bargains  below.  Two-thirds  of  high  payout  rates  (dividends  as  a  fraction  of  earnings 
these  firms  have  P/Es  (calculated  against  estimated  may  have  a  difficult  time  sustaining  dividend  increases 


-Dividends  pet  share- 


-Earnings  pet  share 


-Price/earnings— 


Company/business 

Recent 
price 

5-year 
growth 

payout 
rate 

yield 

latest 
12  months 

1987 
est 

recent 

198; 

est 

Fidelcor/bank 

3  7 'A 

24.8% 

30.0% 

3.8% 

$4.50 

$4.76 

8.0 

7.8 

Kellwood/apparel,  furnishings 

36  >/8 

24.4 

24.8 

2.1 

3.06 

3.59 

11.8 

10.1 

Philips  Inds/bldg  mtrls  &  indus  equip 

15'/8 

18.5 

31.0 

2.4 

1.16 

1.43 

13.0 

10.6 

Brunswick/recreation  equipment 

30  >/. 

18.4 

21.8 

1.9 

2.57 

2.93 

11.8 

10.3 

US  Tobacco/tobacco 

40% 

17.5 

54.0 

4.8 

3.63 

4.35 

11.2 

9.4 

Philip  Morris/diversified 

67 

15.8 

39.6 

3.4 

5.M 

7.52 

11.5 

8.9 

Signet  Banking/bank 

32 

15.5 

36.3 

3.9 

3.42 

3.84 

9.4 

8.3 

Jim  Walter/building  materials 

46'/. 

15.2 

30.2 

3.0 

4.32 

4.13 

10.0 

11.2 

Citizens  &  Southern/bank 

23% 

14.8 

38.8 

4.2 

2.58 

2.93 

9.2 

8.1 

Amer  Water  Works/water  utility 

38% 

14.7 

34.0 

2.9 

3.29 

4.02 

11.8 

9.6 

Maryland  National/bank 

40% 

14.6 

27.3 

3.2 

4.76 

5.37 

8.5 

7.5 

First  Wachovia/bank 

36% 

14.0 

31.4 

2.9 

3.44 

4.08 

10.7 

9.0 

NCNB/bank 

20  >/2 

13.5 

35.1 

4.1 

2.39 

2.79 

8.6 

7.3 

Adams-Millis/apparel 

27'/8 

13.3 

17.6 

1.5 

2.27 

3.25 

11.9 

8.3 

Nucor/steel 

29% 

13.2 

11.7 

1.1 

2.74 

3.11 

10.9 

9.6 

McDonnell  Douglas/aerospace  defense 

79% 

12.9 

30.0 

2.6 

6.93 

10.63 

11.4 

7.4 

Nacco  Industries/coal 

27  Va 

12.6 

10.4 

1.8 

4.81 

3.30 

5.7 

8.3 

Marine  Midland/bank 

46 

12.6 

30.1 

4.4 

7.80 

6.8 

5.9 

Barnett  Banks  of  Florida/bank 

34 

12.0 

27.2 

2.4 

2.94 

3.42 

11.6 

9.9 

Consolidated  Edison/electric  utility 

47% 

11.5 

62.9 

5." 

4.26 

4.35 

11.1 

10.9 

Sources:  Ford  Imestor  Senices  and  The  Institutional  Brokers  Estimate  System  1 1  BE. 
a  senice  of  Lyndi,  Jones  &  Ryan,  tia  Micro/Scan  Data  on  diskette  from  Lotas  Information  Senices:  Fokb* 


GUARANTEED 
HOT  TO  TURN  SOUR 
IN  YOUR 
PORTFOLIO. 


Xhere's  a  ready  market  for  bonds  guar- 
eed  by  the  Municipal  Bond  Insurance  Association. 

They're  attractive  to  investors  because  every  MBIA- 
jured  bond  carries  Triple-A  credit  ratings  from  both 
Indard  &  Poor's  and  Moody's.  And  a  guarantee  by  an 
cociation  of  five  major  insurance  companies  who  have 
en  in  business  an  average  of  115  years. 

That's  why  MBIA-insured  bonds  are  always 
irketable.  You  can  use  them  to  give  your  portfolio 
I  advantage  of  guaranteed  income  while  at  the 
jne  time  having  the  freedom  to  sell  when  that's 
sirable. 

It's  because  MBIA  bonds  are  so  solid,  that 
y  stay  so  liquid. 

For  the  record,  the  member  companies  of 
WA  and  each  company's  several  but  not  joint 
jjre  of  the  guarantee:  The  Aetna  Casualty  and 
levy  Company  33%.  Fireman's  Fund  Insur- 
he  Company  30%.  The  Travelers  Indemnity 
mpany  15%.  Aetna  Insurance  Company  12%. 
f?  Continental  Insurance  Company  10%. 


MBIA 


guarantee  the  public  interest"" 

ilA.  1986  445  Hamilton  Avenue.  Box  788.  White  Plains.  NY  10602  (914)  681-1300 


At  the  heart 

of  Germany's  financial 

capital: 

Helaba  Frankfurt 


Helaba  Frankfurt  in  brief. 
A  solid  banking  partner. 

Helaba  Frankfurt  is  a 
government-backed  uni- 
versal bank  ranking  among 
Germany's  foremost 
financial  institutions  with 
total  assets  exceeding 
DM  66  billion.  It  offers 
a  broad  range  of  commer- 
cial and  investment  bank- 
ing facilities  as  well  as 
brokerage  and  investment 
advisory  services. 


Helaba  Frankfurt  serves 
both  domestic  and  inter- 
national clients. 

Concentrating  on  whole- 
sale banking,  especially  in 
the  medium  to  long-term 
sector,  Helaba  Frankfurt 
tailors  its  comprehensive 
services  for  large  corpor- 
ations, central  banks, 
government  entities,  and 
other  financial  institutions. 
Moreover,  it  acts  as  banker 
to  the  State  of  Hesse. 

Funding  is  facilitated 
through  issuing  its  own 
bearer  bonds  and  SD 
Certificates  (Schuld- 
scheindarlehen).  The  total 
outstanding  is  some  DM 
28  billion. 

Helaba  Frankfurt  is 
also  at  home  in  key  inter- 
national markets,  oper- 
ating for  example  full 
service  branches  in 
London  and  New  York  as 
well  as  a  Luxembourg 
subsidiary  specializing  in 
Euromarket  transactions 
and  private  banking. 


fey 

33?"  S3 

You'll  find  Helaba  Frankfurt 
in  major  financial  centers. 

Head  Office 
Junghofstrasse  18  -  26 
D-6000  Frankfurt/Main 
Tel.  (069)  132-01 
Tx.  4 15  291-0 

New  York  Branch 

499  Park  Avenue 

New  York  •  New  York  10022 

Tel.  (212)3712500 

Tx.  234426 

London  Branch 
8,  Moorgate 
London  EC2R  6DD 
Tel.  (01)7264554 
Tx.  887511 

Luxembourg  Subsidiary 
Helaba  Luxembourg, 
Hessische  Landesbank 
International  S.A. 
4,  Place  de  Paris 
Tel.  (352)  4994011 
Tx.  3295  hela  lu 


Helaba  F^DtrafeffontrS 

Hessische  Landesbank  -Girozentrale- 


morrow  to  money  now." 

We  list  in  the  table  large  compan 
that  have  had  at  least  an  1 1%  ana 
growth  in  dividends  per  share  over 
past  five  years.  They  also  must  h. 
increased  their  dividend  at  least  fj 
times  in  the  period.  We  elimina 
those  issues  selling  for  more  than) 
times  latest  12-month  earnings — 
current  P/E  on  the  Dow  industrial 

Banks  dominate  the  list.  Brl 
Erensel,  senior  banking  analyst 
Dean  Witter  Reynolds,  likes  Barn 
Banks,  the  largest  bank  holding  cc 
pany  in  Florida.  "Barnett  has  supei 
management,  a  strong  balance  sb 
and  a  strong  share  [19%  of  bank 
posits]  of  the  Florida  market,"  he  ss 
Each  year  since  1981  Barnett  has 
creased  earnings,  book  value  and  d: 
dend  payout. 

Two  tobacco  firms,  Philip  Moi 
and  U.S.  Tobacco,  make  the  1 


Can  the  Marlboro  men  fcee 
it  up?  Salomon  estimates 
that  Philip  Morris  will  rait 
its  dividend  over  the  next 
five  years  at  the  1 5%  rate 
it  has  accomplished  in 
the  past.  But  there's  a 
lawsuit  risk. 


George  Thompson,  an  analyst  at  F 
dential-Bache  Securities,  has  b» 
bullish  on  Philip  Morris,  an  endoi 
ment  of  its  strong  (39% )  and  grow 
share  of  the  U.S.  cigarette  market 
you  had  bought  this  company  f 
years  ago  at  a  split-adjusted  price 
$26,  you  would  have  started  with  a 
dividend,  a  yield  of  3.8%.  If  you  s 
owned  Philip  Morris  today,  the  c 
rent  $2.30  dividend  would  be  an. 
tractive  8.6%  yield  on  your  origi 
investment. 

Can  the  Marlboro  men  keep  it  1 
Salomon  Brothers  estimates  that  Pi 
ip  Morris  will  continue  to  raise 
dividend  over  the  next  five  years 
about  the  15%  rate  it  has  accc 
plished  in  the  past  five.  But  there' 
good  reason  the  stock  price  is 
cheap:  the  risk  of  cancer  liability  1« 
suits  (see  story,  p.  148). 

The  ideal  stock  would  be  one  wit 
strong  dividend  growth  rate  and  a  1 
payout  rate,  meaning  it  still  has  pi 
ty  of  elbow  room  left  for  more  di 
dend  increases.  Those  winning  at 
butes,  however,  are  hard  to  find 
cept  in  stocks  whose  current  yiek 
rather  low.  In  the  latter  category 
Nucor,  the  mini  steelmaker,  and  i 
ams-Millis,  which  makes  socks  un< 
brand  names  like  Yves  Saint  Laur< 
and  Wrangler.  ■ 


ADVERTISEMENT 

iSALERSCOPE  MERCHANDISING  PRODUCTS  OF  THE  MONTH 


ion  Systems  Inc. 
oduces  Model  RD-11 
lar  Detector 


on  Systems  Inc.  announces 
fewest  addition  to  their  line  of 
priced,  dual  conversion  super- 
rodyne  radar  detectors.  The 
tf-the-line  unit,  Model  RD-11, 
(refined  version  of  the  company's 
jlar  RD-1,  introduced  two  years 
Land  incorporates  the  latest  in 
[on  engineering  technology. 
I  more  information,  contact 
bn  Systems,  Inc.,  10725  Ambas- 
V  Dr.,  Kansas  City,  MO  64153, 
HI  816-891-1093. 


Coastar  Audiocassette 
Organizers 

The  "Sound  Organizers"  are  portable 
carriers  for  audiocassettes.  The 
cassettes  are  locked  into  position 
in  a  "Stay-Loc  Cushion"  for  no 
rattle  or  damaging  movement.  The 
"Red  Accent"  line  features  six 
colors.  They  are  available  in  black 
with  red  accent  and  grey  with  red 
accent.  The  remaining  colors  are 
pale  blue  with  white  trim,  lavender 
with  lavender  and  yellow  trim, 
pale  pink  with  pink  trim  and 
bright  red  with  red  trim.  The 
organizers  are  available  in  carri- 
ers of  12  and  24  cassettes.  The 
suggested  list  is  $15.95  and  $24.95 
respectively.  For  full  details,  call 
or  write  Coast  Manufacturing 
Company,  Inc.,  118  Pearl  St.,  Mt. 
Vernon,  NY  10550,  800-221-8748. 


zen  Debuts 
ro-Portable  LCD  TV 


Citizen's  new  IOTA  micro-portable 
wall-mounted  LCD  TV  set  can  be 
mounted  on  virtually  any  surface 
and  moved  from  one  location  to 
another.  It  features  a  3.5-inch 
viewing  screen  yielding  a  high 
contrast  black-and-white  picture. 
The  IOTA  weighs  16  ounces,  is  8.6 
inches  long  and  1.3  inches  thick. 
The  IOTA  operates  from  AC  power 
and  yields  18  hours  of  continuous 
viewing  using  4  "C"  alkaline  bat- 
teries. Suggested  retail  price 
is  $149.95. 


Vidtech  Presents  RS-2001 


Vidtech's  RS-2001  converts  every 
TV  into  MTS  stereo  cinema-like 
sound  and  has  every  conceivable 
remote  control  feature  all  in  one 
cable-ready  integrated  system.  The 
RS-2001  transforms  your  TV  into  a 
$1000  high-performance  audio/ 
video  system  and  has  all  the  extras, 
including  Secondary  Audio  Pro- 
gramming (SAP)  and  dbx  noise 
reduction.  For  additional  informa- 
tion, call  212-868-5590,  or  write 
Vidtech,  Inc.,  350  5th  Avenue, 
Ste.  6707,  New  York,  NY  10118. 

SKC's  SG  Videocassettes  For 
Outstanding  Performance 
Plus  Outstanding  Value 

SKC  SG  videotape  has  a  worldwide 
reputation  for  great  performance- 
featuring  vibrant  color,  superb 
sound  and  the  durability  to  use 
over  and  over  again.  It's  even 
earned  the  Good  Housekeeping 
Seal.  And  since  SKC  is  always 
value-priced,  it  might  just  be  the 
best  videotape  value  on  the  market, 
The  proof  is  waiting  at  your  SKC 
nearest  dealer! 


Oeaferscope 

Merchandising  is  the  Marketing  Magazine  for 

Consumer  Electronics  and  Major  Appliance  Retailing 


orial  Offices:  North  American  Building,  401  North  Broad  Street,  Philadelphia,  PA  19108  (215)238-5300 


The  Money  Men 


There's  another  kind  of  insider  trading 
than  Ivan  Boesky's.  The  perfectly  open  and 
legal  type  often  gives  valuable  signals. 


The  inside  track 


By  Peter  Brimelow 


ichael  Reid  shoulders  a  vis- 
itor's bulky  suitcase.  He 
jokes  that  it's  nothing  to  a 
guy  who  once  disengaged  from  a  de- 
funct horse  and  walked  40  miles  car- 
rying his  own  saddle. 

Reid  relishes  the  outdoor  life  in 
Portland,  Ore.,  where  he  lives  with 
his  wife  and  two  daughters  and  from 
where  he  publishes  his 
twice-monthly,  $145-a- 
year  Insider  Indicator  invest- 
ment letter.  Investment 
professionals  and  invest- 
ment professors  have  been 
remarkably  slow  to  recog- 
nize that  you  can  profit 
from  following  the  trading 
reports  all  corporate  insid- 
ers are  legally  required  to 
file  with  the  SEC.  Yet  the 
evidence  has  been  accumu- 
lating for  nearly  20  years 
that  investors  can  indeed 
gain  useful  information 
from  these  reports. 

"Insider  trading  is  one  of 
the  asterisks  on  the  effi- 
cient market  hypothesis," 
says  Reid,  who  once  had  to 
teach  this  prevailing  aca- 
demic wisdom  as  a  finance  instructor 
at  his  alma  mater,  Oregon  State  Uni- 
versity. The  hypothesis  posits  that 
stock  prices  reflect  relevant  informa- 
tion so  quickly  that  no  amount  of 
analysis  can  enable  investors  to  beat 
the  market  in  the  long  run. 

Since  few  investors  do  outperform  a 
buy-and-hold  strategy  over  time,  effi- 
cient market  theorists  have  been  dis- 
tressingly hard  to  refute.  But  now 


even  some  academics  are  conceding 
what  practical  investors  have  long 
known — that  there  are  a  few  "anoma- 
lies," or  gaps,  in  the  market's  efficien- 
cy. Money  managers  who  exploit 
them  can  achieve  superior  returns. 

Insider  trading  was  one  of  the  first 
such  anomalies  to  be  discovered.  In 
1968  Charles  DeVere  and  Shannon 
Pratt  of  Portland  State  University 
found  that  New  York  Stock  Exchange 


Insider  Indicators /  Michael  Reid 
"Insiders  are  telling  us  there  are  still  bargains 


stocks  performed  significantly  better 
than  the  market  averages  after  three 
or  more  insiders  reported  buying  and 
none  reported  selling  over  a  five-week 
period.  Conversely,  if  the  insiders 
were  selling  unanimously,  the  stocks 
did  worse  than  the  averages,  although 
this  effect  was  less  pronounced.  It 
would  seem  that  corporate  insiders 
are  better  than  outsiders  at  interpret- 
ing facts,  even  after  full  disclosure. 


Pratt  started  Insider  Indicator  to 
italize  on  this  "anomaly"  in  Jani 
1974.  Reid  bought  the  service  in  1 
after  editing  it  for  two  years.  Acq 
ing  to  Reid,  since  1974  the  system 
given  959  Big  Board  buy  signals  o 
if  closed  out  a  year  later,  would  n 
yielded  an  average  gain,  not  couuj 
dividends  or  transaction  costs, 
22.3%.  By  contrast,  the  NYSE  C| 
posite  index  would  have  yielde) 
10.9%  average  annual  gain  over 
same  period. 

Reid  regards  his  collection  of  t) 
signal  stocks  as  merely  a  candid 
list.  He  constantly  urges  subscril 
to  use  their  own  selections  withii 
suggesting  they  check  out  the  fun 
mentals  of  local  companies  that  inj 
ers  are  buying,  or  time  their  comi) 
ments  by  watching  each  stock's  r 
tive  strength — that  is,  its  perform* 
relative  to  the  overall  market.  In 
ers  generally  buy  early,  he  says, 
selling  after  12  months  is  only  an 
erage  rule.  Stocks  sometimes  goj 
rising  for  years  afterward. 

Recently,  however,  the  system 
stumbled,  barely  keeping  pace  f| 
the  market.  Reid  thinks  this  is 
cause  of  the  weaker  performanc4 
secondary  stocks,  where  the  sysj 
has  generally  been  most  effective. 

Since  September,  Reid  reports, 
siders  have  become  exception 
bullish  on  the  secondary  sector.  Ui 
his  computerized  datah 
to  study  the  history  of 
sider  activity  in  each  sto 
he  notes  buy  signals 
stocks  where  insiders  h 
usually  been  accurate 
Pullman  Peabody,  Cci 
Co.  and  Educational  Co 
puter,  or  where  there 
been  a  long  price  slide, 
Air  Midwest. 

Says  Reid:  "Insiders 
telling  us  that  there  are  s 
bargains." 

And  Ivan  Boesky?  R 
says  Boesky's  trades  w| 
too  fast  and  the  SEC  rept 
ing  system  too  slow 
make  his  msider  trad) 
filings  much  use  to  inv 
tors.  In  any  case,  rail 

  like   Boesky   often  mc 

into  stocks  where  Reid's  system 
already  given  buy  signals.  The  com 
ny  executives  get  there  before 
raiders  do. 

Reid  may  iust  have  given  an  insil 
signal  of  his  own.  He  says 
dropped  executive  responsibilities 
a  startup  toy  company  where  he  i 
major  stockholder  to  focus  on  his  s 
vice — and  to  manage  money.  A  b 
signal  for  the  stock  market?  ■ 
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h  :ribe  to  longevity  today  and  receive  the  ultimate  guide  to  health, 
being,  and  a  longer,  more  vigorous  life! 

t  point  in  man's  history  have  there  been  so  many  dramatic  advances  in  the 
3  ce  of  life  extension  and  in  the  number  of  years  we  can  stay  healthy,  active, 
3  'oung.  Even  more  exciting  is  the  revelation  that  it's  never  too  late  or  too 
to  begin!  With  this  in  mind,  we  would  like  to  invite  you  into  a  bold  new 
!l  in  which  people  do,  in  fact,  live  longer,  more  vibrant  lives— the  world  of 
fcEVITY.  Not  just  another  fitness  magazine,  LONGEVITY  is  the  extraordinary 
Monthly  newsletter  bringing  you  the  latest  breakthroughs  and  up-to-the- 
le  information  on  the  art  and  science  of  staying  young. 
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OWE  WITH  AGE 

luality  of  your  life  is  yours  to 
mine — and  month  after  month 
LEVITY  will  assemble  the  latest 
igs  on  how  to  retara  the  aging 
3ss  and  prolong  youth. 

SUMER  WATCH 

;  is  a  great  deal  of  confusion 
it  the  products  crowding  the 
es  of  health  food  stores  and 
macies.  LONGEVITY'S  "Con- 
;r  Watch"  cuts  through  the  clut- 
evaluating  the  newest 
ucts;  how  they  work,  and  if 
work. 


FOOD  FOR  LIFE 

The  guestion  of  what  diet  best  pro- 
motes health  and  longevity  has  iong 
been  imbued  with  controversy.  To 
help  you  choose  the  most  effective 
nutritional  program,  LONGEVITY  lays 
out  the  basic  and  not-so-basic  prin- 
ciples of  dietary  manipulation. 

THE  IMMORTALISTS 

"Information  is  already  available  to 
enable  one  to  live  more  than  120 
years." 

— Roy  Walford,  gerontologist 
UCLA  Medical  Center 
In  the  pages  of  LONGEVITY  you'll 
meet  the  practitioners  of  the  new 
life-extension  technigues — examine 
their  personal  regimens  and  deter- 
mine how  useful  they  are  to  others. 

INTO  ETERNITY 

Eliminating  death  does  not  seem 
likely.  But  each  and  every  month 
you'll  come  closer  to  the  frontiers 
of  life  extension,  in  the  fascinating 
pages  of  LONGEVITY. 

FIRST  ISSUE  FREE! 

Subscribe  to  LONGEVITY  and 
receive  your  first  issue  absolutely 
free!  If  you  aren't  satisfied,  simply 
write  "cancel"  on  your  bill  and 
return  it.  You  get  the  first  issue  free 
and  owe  nothing. 


If  you  choose  to  subscribe,  you  pay 
just  $29 — a  savings  of  40%  off  the 
regular  price — for  the  12  monthly 
issues.  Should  you  become  dissatis- 
fied, let  us  know  and  you'll  receive 
a  refund  for  all  unmaifed  issues. 

LOnJEEEV/ITY1 

RO.  BOX  11301 

DES  MOINES,  IA.  50347-1301 


□  Send  me  Longevity  today  and  bill  me 
later. 

□  I  know  I'm  going  to  want  Longevity,  so  i 
have  enclosed  $29  for  12  issues! 
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Address, 

City  

State  


.Zip. 
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\etter  safe  than  sorry.  Some  major  credit 
roblems  are  likely  to  crop  up  in  the  next 
par  or  so.  Treasury s  will  let  you  sleep. 

SAFETY  FIRST 


By  Ben  Weberman 


!ren  if  Ivan  Boesky  had  spent  all  his 
le  as  a  selfless  monk  in  a  leper 
illony,  there  would  be  good  reason 
row  to  shun  the  high-yield,  high- 
Ik   securities   known   as  junk 
>nds.  The  present  turmoil  in  that 
arket    chiefly    reflects  anxiety 
iout  unknown  consequences  that 
ay  flow  from  Boesky's  fall  from 
ace  because  of  his  insider-trading 
tivities.  What  should  really  trou- 
e  investors  are  some  new  realities 
the  junk  market  itself. 
Borrowers  issue  junk  chiefly  to 
lance      megabuck  leveraged 
lyouts  or  takeovers.  In  many  of 
ose  cases  the  ability  to  make  the 
:al     work     depends     on  the 
>rrowers'  ability  to  sell  off  chunks 
what  they  take  over  in  order  to 
y  off  the  lenders. 
The  concept  worked  well — only 
isterday.  Recall,  for  example,  the 
:al  in  1984  by  which  John  Kluge's 
etromedia  borrowed  $1.3  billion 
restructure  his  leveraged  buyout, 
etromedia's   television  stations 
Jere  valued  at  $1.65  billion  and 
iere  sold  in  early  1985  for  $2  billion 
lORBES  June  17,  1985).  Metromedia 
pbt  was  paid  down  and  cash  flow 
|as  strong.  That  was  yesterday. 
1  But  the  U.S.  economy  is  now  at  a 


en  Weberman  is  a  senior  editor  of  Forbes 
lagazine. 


crawl.  With  many  sectors  not  even 
crawling,  business  conditions  are 
likely  to  be  even  worse  in  1987.  Any 
deal  that  depends  on  the  sale  of  as- 
sets at  rising  prices  should  be  sus- 
pect on  its  face.  Some,  perhaps 
many,  just  won't  make  it. 

It  may  already  be  happening.  SCI 
Holdings,  Inc.  (formed  for  the  acqui- 
sition of  Storer  Communications) 
thought  it  had  sold  six  television 
stations  to  Lorimar-Telepictures 
last  May  for  $1,445  billion.  But  the 
deal  fell  apart — the  buyer  had 
second  thoughts  about  paying  the 
asking  price. 

SCI,  meanwhile,  is  paying  inter- 
est on  the  $2.5  billion  it  had  already 
borrowed  to  swing  the  deal.  The 
prospectus  covering  part  of  SCI's 
$2.5  billion  financing,  $600  million 
of  SCI  Holdings  12-year  debentures 
at  15%,  surely  gave  fair  warning  of 
what  may  now  lie  ahead.  "Based  on 
current  levels  of  operations  and  an- 
ticipated growth,"  it  states,  "it  is 
not  expected  that  sufficient  cash 
flow  will  be  generated  to  make  all 
the  principal  payments  on  the  debt 
securities." 

The  plan  was  to  dispose  of  assets 
to  make  up  any  shortage  in  pay- 
ments. But,  the  prospectus  added, 
"there  can  be  no  assurance  that  as- 
sets could  be  sold  quickly  enough  or 
for  amounts  sufficient  to  make  such 
payments." 

Thus  far,  bondholders  are  unaf- 
fected: The  debentures  trade  at  115. 
To  me  that  means  the  bondholders 
haven't  yet  understood  what  the 
risks  really  are. 

Many  junk  bond  issues  will  un- 
doubtedly remain  current.  Investors 
with  a  tolerance  for  risk  will  be  re- 
warded with  yields  up  to  twice  as 
good  as  those  on  U.S.  Treasurys. 


Trouble  is,  it  takes  a  talent  most 
mortals  will  never  have  to  separate 
with  certainty  those  junk  issues 
that  will  survive  from  those  that  are 
doomed. 

So,  anyone  who  wants  to  sleep 
comfortably  should  avoid  high- 
yield  bonds  and  look  toward  Uncle. 
Treasury  bills  currently  yield 
around  5.5%,  2-year  notes  about 
6.2%,  10-year  notes  about  7.2%, 
and  then  not  much  more  than 
7.25%  out  to  the  30-year  maturity. 
GNMA  payments  are  around  9%. 
Far  better  to  receive  those  yields 
than  worry  whether  some  13% 
bond  will  meet  the  next  payment. 

Treasury  issues  will  look  even 
better,  I  think,  on  the  basis  of  total 
return.  The  Federal  Reserve  will  be 
forced  to  run  an  easy  credit  policy 
through  the  next  year  to  stimulate 
domestic  output.  In  addition,  the 
Fed  will  have  to  keep  credit  easy  to 
help  banks  and  other  financial  insti- 
tutions through  the  period  of  credit 
failures.  So,  Treasury  issues  bought 
now  would  lock  in  the  current  yield 
and  then  benefit  from  price  appreci- 
ation as  yields  decline. 

In  the  municipal  market,  Terry 
Trim,  vice  president  of  Van  Kampen 
Merritt,  thinks  he  can  choose  be- 
tween good  junk  and  bad.  He  is  re- 
search manager  of  the  $200  million 
(assets)  Van  Kampen  Merritt  Tax 
Free  High  Income  fund.  Since  it  was 
formed  in  June  1985,  it  has  avoided 
defaulted  issues  while  generating  a 
record  that  places  it  first  for  the  past 
12  months  in  performance  among 
17  similar  funds. 

Terry  Trim  has  a  long  list  of  is- 
sues he  won't  buy — debt  whose  pro- 
ceeds finance  startups  or  construc- 
tion, industrial  revenue  bonds  for 
hotels,  and  issues  to  build  new  rest 
homes,  nursing  homes  and  urban 
hospitals,  which  may  be  hit  by  cut- 
backs in  Medicare  reimbursements. 
He  likes  fully  rented  housing  proj- 
ects for  the  elderly. 

One-third  of  Trim's  portfolio  is  in 
rated,  nonjunk  securities.  Why?  Be- 
cause the  available  supply  of  "quali- 
ty" junk  is  severely  limited.  Cur- 
rent yield  is  7.4% . 

Trim's  fund  has  a  4.9%  front-end 
load,  but  at  present  it  isn't  laying  off 
its  marketing  costs  on  shareholders 
through  the  so-called  1 2b- 1  fee  de- 
vice. (Some  other  funds  charge  1% 
or  so  every  year  for  this  purpose.) 
This  can  result  in  a  substantial  sav- 
ing, particularly  since  the  fee  will  be 
considered  taxable  income  to  fund 
holders  under  the  new  tax  rules.  ■ 
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Ignore  those  siren  songs  about  the  glories 
of  diversifying  in  overseas  stock  markets. 


GREENER  GRASS? 


By  Kenneth  L.  Fisher 


An  ever-increasing  army  of  inves- 
tors has  come  to  believe  that  one 
can  reduce  risks  and  broaden  oppor- 
tunities by  diversifying  overseas. 
The  message  is  blared  at  us  from  all 
sides:  in  advertisements,  in  articles 
in  the  press  and  through  TV  com- 
mentary. But  no  matter  how  many 
people  repeat  the  message,  it  still 
boils  down  to  one  word:  baloney. 

It  all  started  in  1975.  Since  then 
the  Dow  Jones  industrials  have 
yielded  investors  an  impressive 
15%  annual  rate.  But  the  world's 
non-U. S.  equity  markets  increased 
even  faster.  In  the  last  decade  Amer- 
ica's share  of  the  world's  stock  mar- 
ket fell  from  58%  to  48%  because 
the  booming  overseas  markets  over- 
whelmed our  own  good  results. 

Only  five  badly  battered  coun- 
tries didn't  beat  our  market.  It  isn't 
surprising  that  the  Japanese  stock 
market  beat  ours,  but  markets  in 
places  such  as  Malaysia  beat  us,  too. 
Even  the  Italians  and  English  outdid 
us — by  a  wide  margin. 

Predictably,  Americans  have 
jumped  on  the  bandwagon.  Govern- 
ment statistics  say  that  we  bought 
$4.25  billion  worth  of  foreign  stocks 
in  1976;  by  1985  we  were  spending 

Kenneth  L.  Fisher  is  a  money  manager  based 
\   in  Woodside,  Calif.  His  book  Super  Stocks  is 

'■  published  by  Dow  Jones-Irwin. 


10  times  that  much;  and  by  early 
1986  we  were  gobbling  foreign 
stocks  at  an  $80  billion  annual  clip. 

People  notice  a  trend  only  after  it 
has  been  going  on  for  a  long  time, 
and  they  jump  on  the  trend  just 
about  the  time  it  is  ending — right 
about  now.  What  almost  no  one  un- 
derstands is  that  most  major  mar- 
kets around  the  world  tend  to  rise 
and  fall  at  about  the  same  time. 
They  don't  necessarily  move  the 
same  amounts,  or  at  exactly  the 
same  time,  but  the  variations  in 
timing  are  truly  small.  It  has  been 
that  way  almost  forever. 

For  example,  markets  boomed  all 
around  the  world  in  the  1920s,  and 
all  crashed  in  1929  within  months 
of  each  other — first  in  Berlin,  then 
London,  Paris  and,  finally,  here. 
Even  England's  legendary  South 
Seas  Bubble  of  1720  burst  within 
weeks  of  France's  equally  bizarre 
Mississippi  Scheme.  Financial  li- 
quidity flows  over  international 
borders  more  easily  than  most  folks 
conceive — always  has. 

So  when  this  aging  bull  market 
someday  goes  bust,  the  billions  that 
have  been  poured  into  overseas 
markets  will  go  bust  even  worse — 
pretty  much  the  way  the  specula- 
tive over-the-counter  market  usual- 
ly rises  a  lot  more  than  the  New 
York  Stock  Exchange  during  a  bull 
market,  but  then  falls  more  freely  in 
a  bear  market,  too. 

Compounding  the  problem  is  the 
fact  that  you  don't  know  what  the 
devil  you  are  buying  overseas.  With  a 
tad  of  effort  you  can  leam  lots  about 
U.S.  companies  through  company 
documents,  SEC  filings  and,  best  of 
all,  the  library.  The  Ivan  Boesky  in- 
sider trading  scandal  notwithstand- 
ing,  our  markets  are,  generally 


speaking,  much  better  policed 
regulated  than  those  overseas.  \^ 
foreign  stocks  you  have  to  deal  vi 
horrendous  accounting  different 
It's  like  learning  many  new 
guages.  Then  there  are  curre: 
fluctuations.  Still  worse,  most  li 
overseas  outfits  are  small  by  l 
standards.  You  would  recognize  m 
few  of  their  highest-valued  stoo 
Folks  feel  fine  owning  just  ah 
anything  when  the  price  is  risi 
but  how  would  you  feel  in  a  m 
bear  market  or  in  a  time  of  intei 
tional  turmoil  owning  Hutchin 
Whampoa,  Hong  Kong's  foi} 
most-valued  company? 

I'm  not  suggesting  that  overs 
investing  can't  be  done  intellige 
ly.  Of  course  it  can.  But  the  fc 
who  do  well  overseas  will  be 
few  who  know  what  they  are  doi 
not  the  many  who  are  along  for 
ride  or  the  newcomers  to  the  gaj 

So,  besides  the  potential  he 
aches,  the  only  real  benefit  of  ol 
seas  investing  is  that  your  meni 
choose  from  has  been  boosted  b 
few  thousand  stocks  over 
10,000  you  already  could  acc 
here  in  America.  But  if  you  do 
know  enough  to  know  what  you 
doing  here,  how  in  the  world 
you  going  to  know  enough  to  bej 
bouncing  market  in,  say,  Malays 

And  if  you  do  know  what  you 
doing,  why  lust  for  the  seemin 
greener  grass  overseas?  So,  stick 
stocks  you  can  find  out  about  ; 
understand.  Focus  particularly 
unpopular  stocks  of  good  com 
nies — ones  that  are  on  the  outs  w 
investors  so  they  are  statistics 
cheap.  Stick  with  quality  charac 
istics  that  provide  growth  potent 
Here  are  three  stocks  I  like  now 
all  these  reasons: 

Action  Industries  (8)  is  just  bre 
ing  even  right  now,  but  it's  a  heel 
a  marketer,  so  I  expect  better  tin 
ahead.  Meanwhile,  at  book  val 
and  one-third  of  sales,  it's  che 
That  must  be  why  managemen 
buying  back  15%  of  the  stock 

Few  folks  have  heard  of  Fabri-c 
ters  (9),  but  this  $250  million  (re 
nues)  company  is  one  of  the  b 
retailers  around.  Profits  have  vap 
ized  recently,  but  as  they  rebounc 
historical  levels  the  stock  will  be 
about  six  times  earnings. 

Kidde  Inc.  (33)  is  one  of  the  lasl 
the  big  diversified  financially  strc 
companies  that's  still  cheap  enot 
to  be  taken  over  on  a  leveraj 
buyout  basis  of  5.5  times  inco 
before  interest  and  taxes.  ■ 
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hanks  to  the  markets  knee-jerk  reaction 
\D  some  needlessly  jerky  actions,  several 
pod  stocks  are  back  in  buying  range. 


AFTER  IRAN 
AND  IVAN 


By  Ann  C.  Brown 


ang  on  to  your  stocks.  At  least 
lose  with  good  earnings  gains 
jitential  and  semisensible  multi- 

es.  The  market  will  survive  the 
Jministration's  alleged  arms-for- 
le-men  swap  in  the  Middle  East 
jid  the  mushrooming  insider-trad- 
,g  scandal  at  home.  Governments 
I)  engage  in  covert  operations. 

heeler-dealers  do  exist  on  Wall 
ireet.  Sadly,  the  world  is  not  per- 

zt.  Surprisingly,  most  investors 

low  it. 

Near  term,  the  major  merger  and 
quisition  game  is  memory.  The 
:w  Congress  will  be  rarin'  to  go  in 
couple  of  weeks,  and  I  see  535 
i  ns  poised  to  write  legislation  af- 
cting  takeover  activity.  Like  most 
rws  whose  time  is  overdue,  over- 
all will  probably  result,  which 
uld  prevent  necessary  and  desir- 
j»le  corporate  combinations  from 
ippening  in  the  future. 
Even  before  the  Ayatollah  and  the 
bitrager  incidents  made  recent 
:adlines,     business  confidence 
asn't  all  that  great.  The  November 
ections  and  the  not-even-close 
ss  of  the  Senate  by  the  Republi- 
cs was  unsettling  to  pro  status 
10  corporate  executives.  With  the 


mC.  Brown  &  chief  executive  officir  of  the 
uity  advisory  and  portfolio  consulting 
m  of  AC.  Brown  &  Associates. 


latest  retail  sales  data  registering 
the  steepest  decline  on  record,  in- 
ventory rebuilding  may  not  provide 
the  boost  to  the  GNP  that  many 
have  been  predicting. 

Any  chance  of  a  stimulus  from 
the  Federal  Reserve?  Not  much.  The 
current  state  of  economic  affairs 
practically  guarantees  that  the  Fed 
will  make  no  move  to  tighten  the 
money  supply  anytime  soon.  On  the 
other  hand,  since  West  Germany  did 
not  follow  Japan's  lead  and  lower  its 
discount  rate,  it  is  unlikely  that  our 
central  bankers  will  drop  the  cur- 
rent rate  over  the  near  term. 

To  do  so  would  be  to  invite  a 
flight  of  foreign  funds  to  higher- 
yielding  investments  abroad.  This, 
in  turn,  would  result  in  rising  inter- 
est rates  here,  and  be  counterpro- 
ductive to  what  the  Fed  was  trying 
to  accomplish  in  the  first  place.  If 
the  discount  rate  does  decline,  it 
will  do  so  because  of  a  lessened  de- 
mand for  funds  by  both  business 
and  consumers. 

Because  of  all  the  takeover-merg- 
er-restructuring that  has  happened 
this  year,  earnings  estimates  for 
next  year  are  triply  suspect.  (The 
new  tax  rates  already  made  them 
doubly  suspect.)  I  expect  a  bumper 
crop  of  earnings-per-share  revisions, 
resulting  in  wild  and  wide  swings  in 
individual  stock  prices. 

For  this  reason,  I  would  tend  to 
avoid  buying  stocks  in  companies 
that  have  been  involved  in  last-min- 
ute 1986  alliances  until  you  get  a 
good  look  at  the  outcome  of  these 
new  relationships.  Many  bad  earn- 
ings reports  may  be  blamed  on  cor- 
porate digestion  problems,  which 
may  not  be  the  case  at  all. 

So  be  picky,  picky  in  1987. 
Thanks  to  the  market's  knee-jerk 


reaction  to  some  needlessly  jerky 
actions,  several  very  good  stocks  are 
now  back  in  buying  range.  One  ex- 
ample is  USF&G  Corp.  (37).  This  large 
property/casualty  insurance  hold- 
ing company  had  more  than  its 
share  of  troubles  in  1984  and  1985, 
but  earnings  for  this  year  could  ap- 
proach $3.65  per  share,  with  $6  or  so 
possible  in  1987.  Currently  the 
stock  is  selling  at  approximately  six 
times  next  year's  earnings  and  is 
yielding  an  attractive  6.2%. 

Fort  Howard  Paper  (47)  has  de- 
clined nearly  30%  from  its  52-week 
high  of  $60-plus  per  share.  FHP  is  an 
excellent  example  of  temporary 
earnings  disappointment  resulting 
from  an  acquisition  (Lily-Tulip  in 
1985)  that  proved  costlier  than  ex- 
pected. Now,  18  months  later,  FHP 
appears  to  have  things  back  on  track 
and  is  estimated  to  earn  $3  to  $3.10 
in  1987  and  $3.50  to  $3.75  in  1988. 
The  stock  could  be  15  to  20  points 
higher  a  year  from  now. 

In  the  mood  for  a  good  specula- 
tion? Buy  Salomon  Inc.  (39),  down 
from  59  a  few  months  ago.  The 
company  stands  to  benefit  next  year 
from  growing  profits  from  its  secu- 
rities business,  possibly  a  better  cli- 
mate for  commodity  trading  and  a 
lower  tax  rate.  SB  is  estimated  to 
earn  $3.65  to  $3.70  per  share  this 
year,  and  around  $4  in  1987. 

Salomon,  along  with  other  firms 
involved  in  the  investment  banking 
business,  suffered  guilt-by-industry 
association  from  the  troubles  expe- 
rienced by  Drexel  Burnham  Lam- 
bert surrounding  the  Levine-Boesky 
revelations.  Other  stocks  beside 
Salomon  looking  attractive  at  pres- 
ent prices  are  First  Boston  (47)  and 
Morgan  Stanley  (70). 

Ogiliy  Group  (23)  has  fallen  almost 
40%  from  this  year's  high  because  of 
difficulties  that  appear  to  be  coming 
under  control.  In  fact,  with  expenses 
tightened,  new  accounts  being  add- 
ed and  considerable  restructuring, 
this  big  international  ad  agency 
could  earn  20%  more  in  1987  than 
this  year.  Selling  at  11  times  next 
year's  possible  $2.25,  OGIL  would 
seem  to  have  little  risk. 

One  more  for  the  could-be-rocky 
road  from  now  to  year-end:  General 
Motors  Class  F  (31),  formerly  Elec- 
tronic Data  Systems,  since  late 
1984  a  wholly  owned  subsidiary  of 
GM.  Earnings  keep  rising,  but  the 
stock  price  is  at  its  1986  low.  Proba- 
bly tax-motivated  profit-taking.  Es- 
timated 1987  earnings  $2.65,  up 
from  a  possible  $2.05  this  year.  ■ 
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MONEY  &  INVESTMENTS 


Even  if  the  Feds  hadrit  nailed  Ivan 
Boesky,  the  takeover  game  was  winding 
down.  What  should  the  investor  do  next? 

THREE  1987 
RESOLUTIONS 


By  Srully  Blotnick 


If  you  are  like  the  one  out  of  six 
active  investors  in  my  sample  who 
in  one  form  or  another  has  been 
playing  the  takeover  game,  stop. 
And  not  just  because  Ivan  Boesky 
has  been  nailed.  The  eruption  of  the 
insider  trading  scandal  marks  the 
end  in  many  people's  minds  of  the 
wave  of  takeovers  and  restructur- 
ings that  has  engulfed  American 
business.  But  the  wave  would  prob- 
ably have  crested  anyway. 

Why?  The  answer  is  in  the  new 
tax  law.  Many,  maybe  most,  take- 
over deals  were  based  on  exploiting 
tax  advantages — such  as  substitut- 
ing debt,  which  is  tax  deductible,  for 
dividends,  which  are  not.  With  low- 
er tax  rates,  the  interest  deduction 
is  worth  less  and  dividends  are 
treated  less  harshly.  Other  old-law 
incentives  for  merger  were  the  in- 
vestment tax  credit  and  the  capital 
gains  differential.  Under  the  old 
law,  tax  policy  provided  a  subsidy 
for  takeovers  and  restructurings.  All 
this  changes  on  Jan.  1,  1987. 

It  was  a  nice  game  while  it  lasted. 
If  you  were  an  investor,  you  didn't 
have  to  guess  about  the  market  or 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
now  available  in  paperback,  and  The  Cor- 
porate Steeplechase. 


earnings.  Just  wait  for  lightning  to 
strike.  It  struck  frequently.  In  fact, 
for  every  company  that  was  actually 
involved  in  a  takeover  during  the 
past  30  months,  there  were,  on  aver- 
age, three  others  that  were  rumored 
to  be  but  weren't  and  went  way  up 
all  the  same.  In  short,  takeover  ac- 
tivity gave  a  lift  to  the  entire  mar- 
ket, not  just  to  stocks  that  were 
actually  involved  in  mergers 

How  then  should  the  smart  inves- 
tor play  the  market  game  in  1987? 
Here  are  three  New  Year's  resolu- 
tions that  should  help  make  you  a 
more  successful  investor  next  year: 

Resolution  No.  1:  I  will  treat 
much  more  skeptically  from  now 
on  anyone's  suggestion  [usually  it 
will  come  from  a  co-worker  or 
stockbroker]  that  a  publicly  traded 
company  is  about  to  be  the  object  of 
a  takeover,  hostile  or  friendly. 

Typically,  the  pitch  starts  inno- 
cently enough  but  has  a  hook  at- 
tached that  is  big  enough  to  land  a 
whale.  "I  hear,"  the  speaker  will  say 
offhandedly,  "that  Warren  Buffett 
[T.  Boone  Pickens,  Saul  Steinberg, 
Teledyne  or  GE]  is  quietly  accumu- 
lating a  big  position  in  XYZ  Corp. 
and  is  preparing  to  make  a  tender 
offer  at  a  much  higher  price." 

Once  in  a  while,  the  rumor  will 
turn  out  to  be  true.  However,  there 
were  always  more  false  takeover  ru- 
mors than  real  ones,  and  the  ratio  is 
about  to  change  for  the  worse.  Hav- 
ing your  hard-earned  capital  tied  up 
in  a  stock  that  just  sits  there  quarter 
after  quarter  doing  nothing,  while 
you  wait  for  an  alleged  takeover  of- 
fer to  materialize,  can  be  one  of  the 
most  frustrating  investment  experi- 
ences you  ever  will  have. 

Resolution  No.  2:  If  I  am  lucky 
enough  to  have  bought  a  stock  for 


sounder  reasons,  and  it  sudden 
rises  rapidly  on  rumors  of  an  ii 
pending  buyout,  I  will  take  my  pr< 
its  earlier  than  I  would  have  in  t| 
past  (when  almost  everyone,  inclvJ 
ing  me,  hoped  for  even  more  front 
"white  knight"). 

The  rumors  are  likely  to  run  d 
of  steam  sooner  from  here  on,  so 
prepared  to  nail  down  your  profj 
with  less  delay  and  more  decisis 
ness  than  you  exercised  in  the  pai 

Resolution  No.  3:  I  will  do  c 
homework  and  not  invest  on  i 
mors  and  hunches. 

Many  investors  I  have  survey 
since  the  Boesky  episode  began  st) 
feel  that  there  is  a  great  deal  of  ma 
ey  to  be  made  by  discovering  stoc 
that  are  undervalued — and  tb 
might  attain  their  full  value  wh» 
the  companies  are  reorganize 
probably  by  their  current  manag 
ments.  If  you  share  this  view,  < 
what  the  successful  institution 
and  professional  money  manag 
does:  Spend  time  studying  the  coi 
pany  before  you  buy  its  shares. 

There  are  many  stocks  for  whii 
this  kind  of  detailed  analysis  hi 
proved  fruitless,  since  earnings  su 
prises  are  common  (as  we  have  i 
cently  seen  at  Caterpillar).  Howe 
er,  in  evaluating  assets,  especial 
those  carried  on  the  compan> 
books  at  a  fraction  of  their  tn 
worth,  digging  is  essential.  Mai 
the  necessary  effort  to  figure  c 
what  the  parts  (subsidiaries,  trad 
marks,  market  share,  land  al 
buildings),  not  just  the  whole,  com 
go  for  if  liquidated  separately. 

In  essence,  the  takeover  bin] 
made  many  investors  lazy.  Instej 
of  seeing  Boesky-types  as  robb 
barons,  the  investing  public  viewi 
them  as  superanalysts,  capable 
ferreting  out  bargains,  even  in 
stock  market  that  had  risen  by  mo 
than  1 100  points  on  the  Dow. 

So,  instead  of  trying  to  compe 
with,  say,  the  Bass  Brothers,  mo 
than  one-fourth  of  the  speculative 
oriented  investors  I  survey  regular 
decided  to  become  camp  follower 
"Since  I  can't  beat  'em,  I  might  . 
well  join  them,"  was  the  stratej 
they  adopted  subconsciously.  "A 
ter  all,  they  know  what  they're  d 
ing.  Given  the  huge  amoun 
they're  playing  with,  they  must." 

There  are  indeed  opportunity 
aplenty  still  around,  but  my  guess 
that  it  will  take  a  little  more  spad 
work  and  less  jumping  on  the  n 
mor-dnven  takeover  bandwagon  i 
profit  from  them  in  1987.  ■ 


nancial  information  so  inside, 
s  almost  like  being 
member  of  the  board. 


n  it  comes  to  your  investments, 
(ally  is  money.  The  longer  it 
ou  to  find  out  what  the  insiders 
the  more  it  can  cost  you. 
's  why  it  pays  to  watch 
ial  News  Network  on  cable 
ion. 

1 6am  to  7:30pm  (ET),  Monday 
h  Friday,  FNN  provides  a 
nt  stream  of  up-to-the-minute 
as  well  as  stock,  bond  and  com- 
r  updates  and  analyses, 
e  are  also  FNN's  continuous 
ind  AMEX  stock  tickers,  exclu- 
irket  summaries  updated  every 
)nds,  plus  the  only  NASDAQ 
he  counter"  ticker  anywhere 


FNN  brings  you  the  latest  from 
inside  the  boardrooms  where  deci- 
sions affecting  your  money  are  made 
—so  you  can  make  your  own  decisions 
more  profitably. 

It's  all  live  and  immediate.  When 
news  breaks,  FNN  viewers  know  it 
and  can  use  it  within  minutes. 

So  tune  in  FNN  today.  Consult 
your  cable  listings  for  the  FNN 
channel,  or  call  your  local  cable 
operator. 


Financial  News  Network 

As  inside 

as  you  can  get. 


TDDAV'S  "TRADING  ■ 


_-  cy  C 


bes  Market/ 


-TWARE 


COMPUTER  SOFTWARE 


BUSINESS  OPPORTUNITIES        BUSINESS  OPPORTUNll 


ANTI-PROGRAM  TRADING  SOFTWARE 

CSI's  new  Probable  Direction  Index,  PDI?M  very  effectively 
counteracts  the  effects  of  short-term  program  trading  soft- 
ware. The  graphic  index  display  leads  the  general  trend  until 
it  is  likely  to  reverse.  Often  just  before  the  market  turns,  it 
will  sense  an  impending  price  direction  change  and  lead  the 
market  the  other  way. 

Based  on  the  author's  training  in  adaptive  analysis,  radar 
signal  processing  and  probability  theory,  PDI  will  go  further  in 
predicting  market  direction  than  any  product  we  have  seen. 

COMMODITY  SYSTEMS,  INC. 

200  West  Palmetto  Park  Road 
=  Boca  Rato^FL  33432-3788 

^■#1  (305)  392-8663  •  Telex  522-107 

BBE  CALL  TOLL  FREE  1/800/327-0175 


PDI  (Probable  Direction  Index)  is  o  service  mark  ol  Commodity  Systems.  Inc 


FINANCIAL  SERVICES 

Immediate  casiT 
for  current 
accounts 
receivable 

No  Red  tape-No  Delay 

We  purchase  Accounts 
Receivable  and  pay  70%  to 
85%  of  their  value. 

tOWERS  CREDIT  CORPORATION 

A  subsidiary  of 
TFC  TOWERS  FINANCIAL  CORPORATION 

An  OTC  Company 

200  Madison  Avenue 
New  York  NY  10016 

212-696-0505 

Outside  New  York  State 

800-553-3322 


CORPORATE  ITEMS 


MCe'll  put  your  company  busi- 
ness card  in  our  most  popular 
laminated  luggage  tag  com- 
plete with  strap — for  attache 
case  or  luggage.  Spot  your 
belongings  at  once! 


For  2 
tags  —  send 

4  business  cards  and  5  2.00  to: 

IMC.  1140  Bloomfie'd  Avenue 
*est  Caldwell,  NJ  07006 
ilhw  2  weeks  for  delivery. 


REAL  ESTATE 


AMERICAS  MOST 
DESIRABLE  LOCATION 

A  solid  investment  in  pnme  Carmel  area 
Approx.  2700  sq.  ft  plus  terraces  on 
sunny  wooded  acre  3  bdrms.  3Yi  baths, 
one  level  quality  construction,  mint  con- 
dition Many  amenities  Study  w  fire- 
place, new  kitchen,  baths,  carpets  Guest 
house  overlooks  stream  Privacy  without 
isolation;  5  mins  to  Carmel  shopping. 
i408l  624  3154  or  625-3212  $485,000. 
Alan  D.  Thoburn.  Towle  Capitol  Corp. 
Carmel.  CA.  Sotheby's  lnt'1  Realty  Ex- 
clusive Local  Representative. 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr 
history. 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


OWN  A  HOME  IN  VIRGINIA 

SYLVANIA— Perhaps  the  finest  tract 
of  538  acres  in  all  Virginia.  18th  cen- 
tur\  manor  Mountain  views.  Stocked, 
spring-fed  lakes  to  22  acres.  Stream. 
Estate  area  16  miles  Charlottesville. 
Price  SI. 700,000.  Ex.  terms.  Taxes 
S1321.40. 

ROVER  &  McGAVOCK  LTD..  REALTORS 

7  Boar's  Head  Lane.  Charlottesville.  VA  22901 
(8041  2934131 


Most  modern  two  screen  Drive-In  The- 
atre in  Michigan  resort  city  of  95  lakes. 
$100,000  home,  large  pool,  15  acres 
prime  commercial  land  next  to  airport, 
valuable  oil  lease,  cannot  be  replaced  for 
under  $1,000,000.  owner  retired,  illness 
forces  sale.  $550,000  cash. 
John  Magocs  283  Bavmeadows  Dr. . 
Naples.  FL  33962  813-774-4864 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00  Per  Sq.  Ft. 


Modern  technology,  excellent  craftsmanship,  and  American  ingenuity  has  resulted 
housing  design  with  standard  features  not  found  in  homes  selling  at  twice  the  or* 

•  Fully  Insulated  •  Thermo  Pane  Windows  •  Cathedral  Ceilings  •  Exterior  be 

•  Quality  Construction  •  FHA  and  VA  Accepted  •  Built-in  Computer  Center — « 
allows  the  home  to  perform  many  functions  for  the  occupants.  •  Interior  Design  Flex* 

EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sm 
•  Unlimited  Income  Potential  •  Protected  Territory  •  Factory  Training  • 
•  No  Real  Estate  License  Required  •  Investment  Securied  by  Model  Home  • 
Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  rm 
home.  Home  may  be  lived  in  or  used  as  an  office.  Call  Mr.  Farb 
collect  (404)  255-0728.  6363  Roswell  Rd..  Suite  B  Atlanta.  GA  30328 


■Qai    15.000  BUSINESSES 
FROM  COAST 
TO  COAST 
No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
4t\    foil  Free  800  327-9630 
in  Flo  call  800  533-4663 


over  S5oaooa.ooa.oo  WORTH 

01  BwImmm  FOR  SALE  By  Ownta  Nitlwtwldi 

SAVE  .  No  Brokerage  Fees  ^rii-Js^. 
If  you  want  to  Lift  or  Buy  Call  g 
Toll  Free  1-800-233-2115      V  ^.  £ 
In  Tex  1-214-612-0072 

GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 

MANY  OFFER  OWNER  FINANCING 


FRANCHISING 


Franchise 

your  business! 

For  the  expert  help  you  need  to  become  a 
franchisor  can  the  franchise  specialists 

franco  fp 

20200  Governor  Dnve,Otymp<a  Reus  il  60461 

(312)  481-2900 
6033  W  Cemury  Blwf   Los  Angeles  CA  90045 

(213)  338-0600 


BUSINESS 

SERVICES 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads.  &  messages.  24 
hours  a  day.  All  50  States  &  Canada. 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext.  100. 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 

♦205,762  serve  on 
their  companies' 
board  of  directors 

♦267,572  serve  on 
boards  of  one  or 
more  companies 

♦707,270  own 
securities.  Average 
value:  $615,240 

♦Total  paid  circula- 
tion: 720,000 

♦338,400  are  in  top 
management  position 

♦Average  household 
income:  $124,060 

♦Average  Net  worth: 
$915,313 


FORBES 
MARKET/CLASSIF 

is  published  in  the  first  iss 
each  month.  Advertising 
ing  date  is  one  month  on 
ing  date  of  issue. 

Frequency  discounts 
able.  Payment  must  ac 
pany  order  unless  frorr 
credited  agency. 

FOR  ADDITIONAL  INF0RMAT| 
WRITE  OR  CALL: 

UNDA  LOREN 
FORBES  MARKET/CLASSI 

60  Firth  Avenue/New  York,  NY i 

(212)  620-2440 


atoesMarket/ 


ECRUITMENT 

TRAVEL 

WINE  CELLARS 

WINE  CELLARS 

J  ELLIGENCE 
(FFICERS 

nt  intng  and  purpose  In  a 

fee  tew  career  as  an  Intelligence 

«t  teCIA. 

<U  i  U.S  and  throughout  the  world 
it  ntical  importance  to  all  Americans 
utj'  challenge  Adventure  while  doing 
rfi  ills  on  your  deepest  personal  and 
Mr  I  resources. 

w/lave  dnve  to  achieve  and  lorce  of 
mt,  in  dealing  with  people  here  and 


>  and  a  letter  stating  your  goals 
I  We  respond  only  to  WRITTEN 


is  wood 
,F  4N20IAB16) 
i  5 

gi  D  C  2001 3 
rrl  tnd  within  30 
tr  judged  to  be 
v  rest 


r  Intelligence  Agency 

Oh  an  equal  opportunity  employer 


COMPUTERS 


/haek -TANDY 


».i  lh  year  of  DISCOUNTS 
D  RS  &  CELLULAR  PHONES 
1 1.  Prepaid.  Save  Tax 
I  Free  800-231-3680 

INDUSTRIESINC 
22511  Katy  Fwy 
ti  (Houston)  TX  77450 
7  )92-0747  Telex:  774132 


IftNEOUS  FOR  SALE 

>  rlENT  GEMSTONES! 
ITEED  LIQUIDITY!!! 

I  le  catalog  Satisfaction  Gtd 
fi  Vlember:  Jewelers  Board  of 
J  iber  Commerce,  American 
I  .ssn. 

MUSE  OF  ONYX 

I.  One  Main  Street 
i  ville,  Kentucky  42345 
!  FREE  1-800-626-S352 


RBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Shpcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
per  unit  postage  card 
ling.  Send  check  to: 
(ONES  BOX  CORP. 
.  FB,  P.O.  Box  5120 
adelphia,  PA  19141 
all  1-800-972-5858 


THOSE  IN  THE  KNOW 

book  TRAUEL0W 

orwl 


200  CITIES  WORLDWIDE 

(Roundtnp  from  JFK,  New  York) 
Europe  •  Australia  •  Orient 


Sydne' 
Acapulco 
Athens 
Shanghai 
Tel  Aviv 
London 
▼^Madrid 


$1099 
329 
595 
810 
729 
399 
499 


Melbourne  $1299 

Nice  599 

Paris  499 
Rio  Oe  Janeiro  790 

Tokyo  695 

Vienna  549 

Zurich  549 


I 

3  1 
J 


A  ^irtiX^  NATIONWIDE 
(\\V>    OUtSide  NY  800-231-5561 
718-445-1302  718-445-8429 


EXECUTIVE  GIFTS 


CUSTOM 
STAND-UP  DESK 


3819  Fondren,  Houston,  Texas  77063 
(713)975-9721 
Outside  Texas  1-800-645-2065 


YACHTS 


DONATE  YOUR  BOAT 

Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  lo  a  chanty,  our  cash 
purchase  +  your  income  lax  savings  give 
you  a  substantial  financial  return. 
Airplanes,  Real  Estate  &.  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


SHARING 


IS  CARING 


WlNECELLARS-USA 

High-Quality  •  American  Made 
Lifetime  \Var ran ty  on  Redwood  Racks 

Custom  Rack  Systems  and  Cellars  from  600-20,000  Bottles 
Standard  Features:  Wood  Construction* Individual  Bottle  Nesting 
S  Yr  Warranty  on  Compressor* Uniform  Temperature  &  Humid- 
ity and  Proper  Aeration*  120  VAC  operation-No  Special  Wiring 

Retail  YourCost 

440  Bottle  (Pictured)  $2495  $1495 

880  Bottle  Twin  Unit   4495  2795 

Earn  $  1 00  or  more  commission  on  sales  from  your  leads . 

Our  cellars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 

rare  wines  &  other  cellars,  we  are  licensed  wine  merchants — Call 

Olympic  Sales  Co.  since  1947 

839S.LaBreaAve.,  Los  Angeles,  C  A  90036'  Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221    •    We  Ship  Anywhere. 


FLAGS,  FLAGPOLES  AND  BANNERS 


Good  news  for  the 
Flag  Flyer! 

•  American  flags 
■  Slate  &  foreign 

flags 

•  Corporate  logo  and 
custom  flags 

•  All  size  flag  poles 
in  stock 

•  Exterior  banners 

FREE  22  IAGE  CATALOG! 

Mail  your  business  card  today  to: 

Kronbergs  7106  Maplendge 
Flogs  and  Houston,  Texas  77081 
Flogpote  (713)  666-2371 


VIDEO  TAPING 


I'LL  PRODUCE  YOUR 
VIDEOTAPE 

Any  event  or  concept.  From  corpo- 
rate to  private.  Star  in  your  favorite 
play/film  scenes! 
Promote-lnform-Motivate-Train 
Richard  Silensky  Productions 
(212)  369-1432 


EXECUTIVE  SERVICES 


Neck  Ties  Narrowed 

Rediscover  some  otd  friends 
We  ll  narrow  your  closet 
classics  to  a  stylish  3  W  |or 
state  width)  Great  birth- 
day or  Christmas  gift 
Send  SI3  50  lor  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Bfvd ,  Dept  O 
San  Francisco.  CA  94131        |41S|  SOT  *>00 


INSURANCE 


Single  Premium 
Life 

Now  you  can  put  your  money 
in  a  vehicle  that  offers: 

Insurance  protection  for  full  lifetime 
• 

Tax-advantaged  cash  accumulations 

No  front  end  load 
• 

Tax-advantaged  liquidity 
through  loans 
• 

Interest-sensitive  growth 

With  SP-Plus  (Single  Premium  Endowment 
Plan)  from  Equitable  Variable  Life  Insur- 
ance Co. ,  you  get  substantial  life  insurance 
protection  PLUS  all  these  features,  includ- 
ing the  potential  for  significant  cash  build 
up  at  competitive  interest  rates — and  the 
favorable  tax  treatment  accorded  life  insur- 
ance. Equitable  Variable  is  a  wholly  owned 
subsidiary  of  The  Equitable  Life  Assurance 
Society  of  the  U.S. 

For  more  information,  call 

CAROL  LEVINE  at 

IN  NYC  (212)  692-5000 
IN  NY  800-237-2422 
OUTSIDE  NY  1-800-331-4195 

theEquitable 

VARIABLE  LIFE  INSURANCE  COMPANY 

EVLICO 

NEW  YORK,  N.Y. 

EXECUTIVE  GIFTS 


ALL  NAME  BRANDS 

FAST-FRESH-CHEAP 
1-800-JR-CICAR 


VP   *T      1®  REACH  THE  PEOPLE  WHO  OWN 
I  l^dpluillSt  lOOl    AND  RUN  AMERICA'S  BUSINESS 


Commodities 


MONF.Y  &  IN  VESTMENTS 


By  Stanley  W.  Angrist 


Do  commodity  mutual  funds  belong  in 
your  investment  portfolio?  It's  a  simple 
question  with  a  not-so-simple  answer. 

POISONS  OR 
PROFITMAKERS? 


bonds  and/or  stocks  only  if  the  risk- 
adiusted  rate  of  return  for  the  fund 
is  greater  than  for  the  portfolio,  and 
the  returns  on  the  fund  and  portfo- 
lio are  negatively  correlated.  4)  It  is 
not  feasible  for  an  investor  to  pre- 
dict which  funds  will  outperform 
the  average  because  this  year's  fund 
performance  is  a  highly  fallible  pre- 
dictor of  next  year's  performance. 

The  professors'  work  found  that 
during  the  study  period  the  average 
annual  return  on  all  funds  studied 
was  -  4% .  They  concluded  that 
there  are  two  chief  reasons  for  the 
poor  performance:  managing  and 
trading  costs,  and  that  the  trend- 
following  and  technical  trading 
rules  that  are  used  for  decision  mak- 
ing do  not  work.  Therefore,  "both 
risk  and  return  .  .  .  suggest  that 
commodity  funds  are  not  a  useful 
stand-alone  investment."  Because 
Baratz  had  recently  co-authored  a 
paper  that  suggested  that  managed 
futures  funds  are  a  useful  addition 
to  portfolios,  he  felt  impelled  to  re- 
spond to  some  of  the  stronger  points 
made  in  their  report. 

First,  Baratz  agrees  that  during 
the  latter  part  of  the  1979-85  period 
an  investor  could  not  have  used  an 
existing  commodity  fund  as  a  po- 
tential hedge  against  inflation,  not- 
ing that  it  was  a  time  of  steadily 
decreasing  inflation.  He  questions 
the  fairness  of  using  the  period  for 
that  particular  hypothesis. 

Certainly  one  of  the  more  puz- 
zling discrepancies  between  the 
professors'  work  and  that  of  Baratz 
is  the  average  annual  rate  of  return 
of  public  funds  during  the  period 
studied.  Baratz,  using  the  same 
data,  found  a  figure  of  +8.6%,  vs. 
their  —4%.  So  far  this  discrepancy 
has  not  been  explained. 


Recently,  three  respected  professors 
of  finance,  E.J.  Elton  and  M.J. 
Gruber  of  the  New  York  University 
School  of  Business  and  J.S.  Rentzler 
of  New  York  City's  Baruch  College, 
presented  their  findings  on  the  per- 
formance of  all  publicly  traded  com- 
modity funds  in  existence  from  July 
1979  to  June  1985.  At  about  the 
same  time,  Morton  Baratz  and  War- 
ren Eresian  of  Managed  Account  Re- 
ports, a  newsletter  devoted  to  man- 
aged funds  in  the  commodity  indus- 
try, issued  their  own  study  on  the 
inclusion  of  managed  futures  funds 
in  investment  portfolios. 

When  you  read  the  conclusions  of 
both  reports,  you  can  hardly  believe 
that  they  used  the  same  data — the 
finance  professors  obtained  the  raw 
material  for  their  study  from  MAR. 

In  brief,  here  is  what  Elton  et  al. 
found:  1)  Commodity  funds,  on  av- 
erage, are  a  poor  hedge  against  infla- 
tion. 2)  The  risk  for  commodity 
funds,  measured  by  the  variability 
of  their  monthly  rates  of  return,  was 
two  to  three  times  larger  than  the 
stock  or  bond  funds  during  the 
study  period.  3)  A  "randomly  selec- 
ted" commodity  fund  is  an  appro- 
priate addition  to  a  portfolio  of 

Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 

tlje  commodity  markets. 


In  response  to  the  assertion  tl 
commodity  funds  neither  have  ba 
nor  will  be  a  useful  stand-alone 
vestment,  Baratz  cites  three  fui) 
that  had  annual  rates  of  return 
ceeding  20%  over  the  six-year  pfl 
od,  using  "technical  methods." 
points  out  that  unlike  equity  a 
bond   funds,   whose  performafl 
clusters  tightly  around  the  grcj 
mean,  futures  funds  perform 
differently  from  one  another. 

Baratz  also  notes  that  Elton  a 
company  failed  to  pick  up  the  fj 
that  the  high  cost  of  trading  futu 
funds  has  fallen  markedly  in  the  L 
two  years  because  of  competitu 
He  goes  on  to  point  out  that  n 
because  the  rate  of  return  was  1« 
than  dazzling  in  the  six-year  peri 
under  study  there  is  no  reason 
believe  that  it  will  always  be  so. 
reminds  the  academics  that  muti 
funds  did  poorly  in  the  1970s  fc 
have  done  splendidly  since  1982J 

Baratz  agrees  with  the  finan 
professors  that  a  trading  manage 
performance  in  one  year  is  totaj 
unrelated  to  his  performance  in  t 
next  year.  He  asserts  that  futui 
money  managers  are  in  some  wa 
similar  to,  say,  athletes  or  mu 
cians.  Those  who  consistently 
well  over  a  period  of  years  are  like 
to  continue  to  do  so  in  the  futu 
despite  an  occasional  bad  ye 
Thus,  when  choosing  a  money  mi 
ager,  it  is  of  critical  importance 
select  one  who  has  produced  a  go 
record  for  a  number  of  years.  Bars 
concludes  his  rebuttal  with  the  ft 
lowing  statement:  "It  nicely  de: 
onstrates  that,  among  other  thinj 
a  single  disputed  calculation 
lead  one  to  a  string  of  misplaced 
ill-supported  conclusions."  Bas 
on  the  evidence  I  examined,  it 
impossible  to  say  who  has  made  t 
correct  rate-of-return  calculation! 

Are  commodity  mutual  fun« 
then,  an  appropriate  addition  to 
conventional  investment  portfoli 
With  the  numbers  in  dispute,  I  mi 
utilize  my  personal  experience 
answer  the  question.  That  expe 
ence  tells  me  that  the  inclusion 
such  funds  can  be  a  rewarding  i 
vestment,  subject  to  the  followi 
ground  rules:  First,  use  only  ri 
capital.  Second,  a  time  horizon  f 
the  investment  of  at  least  five  yea 
should  be  adopted.  And  tlui 
choose  a  money  manager  who  h 
shown,  on  the  basis  of  an  actu 
record,  a  pattern  of  producing  i 
tractive  rates  of  return  over  a  peni 
of  at  least  three  years.  ■ 


HOW  THE  PAST  CAN 
MAKE  A  GREAT  PRESENT 


If  you're  looking  for  "just  the  right  gift"  this  year,  here's  an 

idea  that's  economical,  easy,  and  exactly  what  those  special  people 

on  your  list  would  like... AMERICAN  HERITAGE. 

It's  a  great  present  enriched  by  the  past... enlivened  by  a  sense 
of  continuity— and  a  sense  of  humor.  Enlightening  as  it  is 
entertaining. 

There  are  so  few  gifts  that  give  as  much  style  and  substance  for  so 
little  money  as  AMERICAN  HERITAGE. 

...AT  SPECIAL  HOLIDAY  GIFT  RATES 

To  celebrate  the  holidays  we  are  making  this  very  special 
offer:  your  first  gift  subscription  (or  your  own  renewal)  is  $24; 
your  second  gift  subscription  is  only  $18— a  savings  of  25%; 
all  additional  one-year  gift  subscriptions  are  $12  each— that's  a 
savings  of 50%\ 

We  will  also  send  you  a  handsome  gift-announcement  card  to  give  or 
to  send  to  each  of  your  recipients.  Just  use  the  attached  order  form 
or  call  TOLL  FREE  1-800-341-1522  (in  Maine  call  collect  236-2896). 


"Aside  from  that, 
Mrs.  Lincoln  . . ." 

What  are  people  doing  in  the  bro- 
kerage houses  these  days,  besides 
telling  Ivan  Boesky  jokes?  Philip 
Hempleman,  of  Trust  Company  of 
the  West,  says  he  uses  market  drops 
like  the  one  that  ensued  when  Boesky 
got  busted  to  see  which  companies 
show  unusual  strength.  He  has  thus 
become  impressed  by  Unisys  (nee 
Burroughs-Sperry),  Digital  Equip- 
ment, Ashton-Tate  and  Microsoft. 
Hempleman  notes  that  DEC,  Ashton- 
Tate and  Microsoft  serve  the  low  end 
of  the  computer  software  market, 
where  sales  and  earnings  have  dra- 
matically improved. 

Another  Hempleman  favorite: 
Houston-based  Texas  Air,  new  owner 
of  People  Express  Airlines  and  Eastern 
Air  Lines  and,  according  to  Hemple- 
man, "the  leveraged  way  to  play  the 
airline  industry." 

Gamco  Investors'  Mario  Gabelli, 
now  running  nearly  $2  billion,  con- 
tinues to  accumulate  Whirlpool  Corp. 
No,  Mario  has  not  fallen  out  of  love 
with  media  companies.  He  keeps  add- 
ing to  large  positions  in  Adams-Rus- 
sell, a  cable  operator;  Lin  Broadcast- 
ing, a  broadcaster;  and  Telephone  and 
Data  System,  a  regional  telephone 
company — all  of  which,  he  says,  are  in 
relatively  protected  markets  and  have 
strong  cash  flows. 

John  Nagorniak,  of  Franklin  Portfo- 
lio Associates,  uses  27  computer 
models  to  screen  about  3,500  stocks, 
and  comes  up  with  Chrysler,  Detroit 
Edison,  Philip  Morns  and  SmithKline 
Beckman.  Chrysler  and  Detroit  Edi- 
son because  they  are  at  five  and  six 
times  earnings,  respectively.  Philip 
Morris  because  of  the  latent  earning 
power  behind  all  the  great  brand 
names  it  picked  up  from  General 
Foods.  SmithKline  Beckman  because 
product  lines  such  as  Contac  and  Ta- 
gamet have  undervalued  annuities. 

William  Smethurst,  of  C.J.  Law- 
rence Management,  observes  that  a 
lot  of  the  money  pouring  out  of  Ivan- 
related  stocks  has  poured  into  quality 
issues  like  IBM  and  AT&T.  But  Smet- 
hurst feels  that  may  prove  transitory, 
and  that  the  money  will  flow  again 
into  more  cyclical  issues.  Smethurst's 
candidates:  Scott  Paper,  International 
Paper  and  Westvaco  in  the  stream- 
ned  paper  industry,  and  Motorola 
cl  National  Semiconductor  in  tech- 
v. — Dyan  Machan 


.4  Berkline  recliner 

Will  Berkline  incline  to  be  sold.? 


Musical  snares 

Consolidation  has  finally  struck 
the  fragmented  furniture  indus- 
try. Since  March  there  have  been 
more  than  a  dozen  combinations: 
Ladd  Furniture  bought  American  Fur- 
niture. La-Z-Boy  took  over  Hammary 
Furniture.  Last  month  conglomerate 
Interco,  which  manufactures  the 
Ethan  Allan  and  Broyhill  lines,  made 
an  unsolicited  bid  for  home  furniture 
producer  Lane  Co. 

One  can  only  assume  the  manage- 
ment of  Morristown,  Tenn.'s  Berkline 
Corp.  is  thinking  hard  about  selling 
out.  Berkline  (likely  1986  sales:  $88 
million)  produces  more  than  60  kinds 
of  reclining  chairs  and  swivel  rockers 
for  the  home  market.  In  early  1985 
Berkline  had  a  deal  to  sell  to  Interco  at 
$18  a  share,  but  the  deal  fell  apart. 

In  October  Berkline  founder  and 
Chairman  Jacob  Popkin  died  at  age  89. 
The  Popkin  family  controls  about 
40%  of  the  1.5  million  o-t-c  shares 
and  may  now  be  ready  to  sell.  There  is 
a  son-in-law  on  the  board,  but  he's  not 
involved  in  daily  management. 

Recently  153/4,  the  shares  were  sell- 
ing for  a  slight  premium  to  book, 
notes  John  Rast,  an  analyst  at  St. 
Louis'  Burns,  Pauli  &  Co.  Rast  figures 
there  is  another  $3  a  share  aftertax  in 
excess  pension  assets  and  LIFO  re- 
serves. For  the  year  ended  June  30, 
Berkline  earned  $1.15  a  share.  Rast 
thinks  net  will  come  in  at  $1.40  a 
share  in  fiscal  1987.  Net  net,  he  be- 
lieves Berkline  could  easily  fetch  $20 
to  $22  a  share,  should  Jacob  Popkin's 
heirs  decide  to  sell. — Thomas  Jaffe 


Boss  Skaggs 

In  26  years  Salt  Lake  City's  i 
sive  L.S.  (Sam)  Skaggs  has  l 
formed  a  handful  of  drugstores! 
$13.9  billion  (sales)  American  S 
a  drugstore  chain  and  the  coui 
third-largest  supermarket  c 
Earnings  slid  badly  in  the  se 
quarter,  were  down  again  in  the 
quarter,  and  will  probably  be  $3.7 
share  for  the  fiscal  year  ending  P 
vs.  $4.1 1  last  year. 

This  earnings  slippage  may 
created  a  nice  buying  opportunity 
cently  56,  the  stock  is  well  off  itsi 
high  of  68.  Compare  its  multipl 
times  earnings,  with  multiples 
for  rival  Kroger  Co.  and  16  for  SI 
markets  General. 

In  August  Sam  Skaggs  announ 
reorganization  of  the  chain  into 
ern  food  operations,  western  foo 
erations  and  drugstores.  The  i 
could  set  the  stage  for  one  or 
spinoffs,  the  net  effect  of  which « 
well  be  a  substantial  enhanceme 
shareholder  values.  The  be 
among  analysts  is  that  first  t 
would  be  a  portion  of  the  compi 
Osco  unit,  one  of  the  nation's  la 
drug  chains,  with  estimated  sal 
$3  billion. — Ruth  Simon 


The  cup  runneth  down 

After  61  consecutive  quarters  c 
ing  earnings,  $1.5  billion 
mated  1986  sales)  Fort  Howard  I 
finally  stumbled.  Net  earnings 
share  dropped  10%  last  quarter 
will  be  off  this  quarter,  too. 

Institutional     money  man; 
herded  themselves  to  the  exit 
dragged  the  stock  down  20%, 
recent  48.  That,  since  June.  Stej 
Keane  of  Milwaukee's  Robert 
Baird  &  Co.  thinks  the  Green 
Wis. -based  manufacturer  of  di: 
able  paper  products  will  earn  $2 
share  this  year,  vs.  $2.47  in  1 
Keane  says  the  culprits  include: 
related  to  the  July  acquisition  of 
Tulip  for  $322  million;  contin 
problems  stemming  from  consol 
ing  Maryland  Cup  since  its  acq 
tion  in  1983;  a  highly  compet 
market  in  paper  and  plastic  c 
6.1%  more  common  shares  outst 
ing;  and  a  partial  reversal  of  in 
ment    tax    credits    already  ta 
thanks  to  tax  reform. 

Now,  the  good  news.  Both 
Howard    and    its  archcompet 


IflH^Risk  reduction  and 
5.8%*  tax-free  from 
intermediate  term  municipals 

 '.  ,  "  ■    -     -   ;  __ 


[River  Corp.,  raised  cup  prices  in 
pber.  Keane  thinks  the  hike 
[tick  and  may  be  repeated  next 
land  that  Lily-Tulip  and  Mary- 
pup  will  run  more  smoothly, 
lgs  from  tissue  sales  (Fort  How- 
Inverts  recycled  waste  paper  into 
hing  from  paper  napkins  to 
;)  should  be  helped  by  its  new 
nah  River,  Ga.  mill.  And  Keane 
oressed  by  Fort  Howard's  $950 
n  capital  spending  program,  set 
|  at  least  through  1988.  Debt  is 
bout  21%  of  equity, 
ne  thinks  earnings  will  ap- 
l  $3  a  share  in  1987  and  contin- 
gain  after  that.  That  puts  the 
at  16  times  prospective  earn- 
Hardly  cheap,  but  Keane  notes 
;ort  Howard  has  for  some  time 
it  a  25% -plus  premium  to  the 
;t  multiple.  Nearly  all  that  pre- 
.  is  wiped  out,  says  Keane,  add- 
You  rarely  get  a  shot  at  this  one 
:ap.  I'd  take  it."— TJ. 


ugh,  already 

Fort  Howard,  Richardson,  Tex.' 
[fectrospace  Systems  has  also 
whacked  for  stumbling.  Electro- 
K  (1985  sales,  $145  million)  de- 
a  manufactures  and  installs  tele- 
punications  and  navigations  sys- 
pi  and  equipment,  primarily  for 
t  military'.  During  the  past  five 
f*sales  and  earnings  have  grown  a 
iround  26%  and  30%,  respective- 
:lit  net  will  be  down  this  year  as 
rospace  writes  off  cost  overruns 
:everal  government  contracts. 
1  Qgs  comparisons  are  also  suffer- 
om  the  decision  to  use  Electro- 
n's own  cash  to  pay  for  new  head- 
i  ers  and  land;  that  and  lower  in- 
I  rates  cut  interest  income.  Since 
\\%  the  13.4  million  Big  Board 
Ss  have  dropped  about  40%,  to  a 
Jt  16%. 

foert  Hanisee,  an  analyst  at  Los 
liles'  Seidler  Amdec  Securities,  ar- 
:  the  bottom  is  near.  Yes,  says 
feee,  earnings  for  the  fiscal  year 
tig  next  Mar.  30  will  likely  be 
'  80  cents  a  share.  But  in  fiscal 
!  they  should  recover  to  $1.45  a 
I .  Electrospace's  backlog  is  up 
igly,  and  the  company  continues 
irticipate  in  lucrative  contracts 

he  modification  of  the  Air  Force 
jrne  command  posts  and  the  de- 

>ment  of  secure  data  and  voice 
i  hing  systems.  With  Electrospace 
Wi  times  estimated  earnings  for 
liext  fiscal  year,  Hanisee  argues 

investors  should  buy  the  stock, 

unish  it. — T.J. 


■  High  tax-free  yields  with 

reduced  risk.  Scudder  Tax  Free 
Target  Fund  offers  the  attractive 
combination  of  tax-free  income  and 
capital  protection.  The  Fund's  four 
portfolios  invest  in  municipal  bonds 
with  a  targeted  maturity  date.  Each 
offers  long-term  investors  a  degree  of 
capital  protection  not  available  from 
funds  without  specific  maturities. 
(The  Fund's  yield  and  share  price  will 
fluctuate.  11/14/85  and  11/14/86  share 
prices  were  $10.63  and  $11.12.) 

■  Today's  attractive  tax-free 

environment.  Scudder  can  help  you 
take  advantage  of  attractive  opportuni- 


ties available  right  now  in  the  munici- 
pal bond  market. 

■  Thanks  to  tax  reform.  The  new 

law  makes  Scudder's  municipal  bond 
funds  more  attractive  than  ever. 

■  And  no  load  makes  effective 

yields  even  higher.  You  pay  no 

loads,  no  fees,  no  redemption  or  12b-l 
charges  which  reduce  your  investment 
return.  You  get  added  benefits  includ- 
ing low  $1000  minimum  and  free 
exchange  among  15  funds. 

■  Call  or  write  today,  We'll  send 

you  more  complete  information  on  the^ 
Scudder  Tax  Free  Target  Fund. 


SCUDDER  TAX  FREE  TARGET  FUND 


175  Federal  Street,  Dept.  841 
Boston,  MA  02110 


Contact  Scudder  Fund  Distributors ,  Inc .  for  a  prospectus  containing  more  complete  information  including 
management  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money.  *5.8%  is  the  1993 
Portfolio's  net  annualized  yield  for  the  7  days  ending  11/14/86.  Income  may  be  subject  to  state  and  local 
taxes  and  a  small  portion  possibly  to  federal  taxes. 


IN  PARADISE 

An  island  paradise  that  offers 
II  you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 

S  ' 

sin 


Z74 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1 00 1 1 
or  call  212/620-2461. 
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News  Corp  [Boston  Herald, 

New  York  Post,  WXNE)    190 
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Nikko  Securities    110 

Nissan  Motor    108 

Nucor  202 

Ogden   128 
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Forbes  Presents  The 
Best  of  The  Good  Life 
In  Our  Best  Selling 
Issue  of  The  Year! 

Issue  Date:  Forbes  400  Oct.  26, 1987 
Closing  Date:  August  31, 1987 

Forbes,  long  recognized  for  providing 
important  business  information  that 
often  helps  build  fortunes,  will  exam- 
ine how  successful  professionals  en- 
joy their  wealth  in  a  special  advertis- 
ing supplement.  "The  Best  of  Every- 
thing," appearing  in  the  1987  Forbes 
400  Richest  Americans  issue,  is  a 
unique  opportunity  for  advertisers  of 
superior  quality  products  and  ser- 
vices to  reach  a  powerful  consumer 
market. 

"The  Best  of  Everything"  will  high- 
light the  high  life  of  rich,  upscale  con- 
sumers. Forbes  will  conduct  a  year- 
long search  for  the  best  resorts,  auto- 
mobiles, apparel,  jewelry,  airlines,  investments, 
reation,  entertainment,  and  other  personal 
household  assets.  The  text  will  examine  the  quality  and 
overall  appeal  that  make  these  products  and  services 
'The  Best"  in  their  categories  and  part  of  the  affluent 
lifestyle. 

Best  List  and  The  Rich  List 

company  of  the  Forbes  400  Richest  Americans, 
Best  of  Everything"  will  provide  unique  insight 
ie  monied  set  spends  its  riches.  As  Forbes' 


biggest  issue  of  the  year,  it  of 
tended  visibility  and  longevity  I 
advertising  and  promotion 
paigns,  plus  bonus  newsstam 
bution  totaling  150,000  copie 
plement  advertisers  receive  a 
al  merchandising  support  in  tl 
of  free  reprints  of  the  secti< 
reader  service  card  listing. 

The  Best  Consumer  Audic 

Your  message  in  "The  Best  ol 
thing"  will  reach  Forbes"  wealt 
sumers  who  have  substantial 
power.  Forbes  reaches  nearly 
lion  total  affluent  readers  and 
guaranteed  circulation  of  720, 
Forbes'  subscribers  : 

•  One  in  every  3.5  are  milliona 

•  Average    household  inco 
$139,000. 

•  Average  net  worth  is  $1 ,146 

•  78%  own  two  or  more  cars. 
■  •  67%  hold  valid  passports. 

•  91%  are  college  educated. 
75%  serve  or  drink  nationally  advertised  liqu 

Sources:  Don  Bowdren  Associates,  1985,  MMR,  1986 

"The  Best  of  Everything"  may  be  your  best  opi 
ty  to  reach  these  highly  affluent  and  upscale  re? 
1987.  For  additional  information  on  this  specia 
tising  supplement, 
please  call  Arnold 
J.  Prives  at  (212) 
620-2224,  or  con- 
tact your  Forbes 
representative. 


Flashbacks 


Edited  by  Dero  A.  Saunders 


I  e  more  things  change. . . ." 

ems  from  past  issues  of  Forbes 
i  oMKnnnMaMWN 

i  ty  years  ago  in  Forbes 

r  7  the  issue  of  December  15,  1926) 

A  lerica  has  done  more  business  in 
?>  than  it  ever  did  in  any  other 
t  e  year.  It  has  been  a  banner  year 
D)ur  railroads.  It  has  been,  on  the 
Hie,  a  good  year  for  industry.  It  has 
si  the  best  year  public  utilities 
a:  ever  enjoyed.  It  has  been  a  mod- 
[i  i\y  good  year  for  retail  merchants. 
j.s  not  been  a  very  satisfactory  year 
E  agriculture,  although  there  have 
b  redeeming  features.  It  has  been 
Imost  profitable  year  labor  has  ever 
ti:rienced.  ..." 


(926'  Los  Angeles  boasted  a  72-foot- 
j?  highway  through  Cahuenga  Pass 

e  average  motorist  travels  about 
'0  miles  each  year.  He  pays  a  gas  tax 

to  4  cents,  depending  upon  the 
p.  Combining  his  average  gas  tax 
l  the  usual  car  registration  fee,  the 
ilege  of  riding  over  the  road  costs 

about  $30  yearly.  Direct  taxation 
gs  the  average  payment  per  motor- 
lo  about  $50.  If  all  his  motoring  is 
e  over  good  hard  pavements  his  an- 
I  saving  will  be  about  $80  in  money, 
ay,  every  year  a  profit  of  1 60% . " 

ty  years  ago 

n  the  issue  of  December  15,  1936) 

ie  Social  Security  Act  has  greatly 
lulated  interest  in  pension  plans 
eneral — a  fact  surprising  to  many, 
irance  companies  are  swamped 
a  requests  for  information  from 
lpanies  which  heretofore  have  not 
sidered  retirement  plans.  Insur- 
e  men  liken  this  pension-con- 
oisness  fostered  by  the  govem- 
lt  to  the  encouragement  to  life 
irance  given  by  the  government 
ing  the  world  war." 


Union  Pacific  President  W.  Averell  Harri- 
man  (right)  and  an  associate  view  the 
U.P.  's  new  Sun  Valley,  Idaho  ski  resort 

"In  conjunction  with  other  western 
roads,  the  Union  Pacific  reduced  pas- 
senger rates  three  years  ago.  A  basic 
rate  for  coach  passengers  of  2  cents 
instead  of  3.6  cents  was  instituted. 
With  the  establishment  of  through  and 
round-trip  rates,  a  coach  passenger  now 
pays  less  than  1  Vi  cents  a  mile.  ..." 

Twenty-five  years  ago 

(From  the  issue  of  December  15,  1961) 


Gulf  Oil's  Gulftane  "fighting  brand" 

"By  far  the  most  aggressive  [gasoline] 
marketer  these  days  is  Pittsburgh's 
Gulf  Oil  Corp.  While  other  compa- 


nies were  still  testing  new  brands,  or 
still  pushing  for  a  national  uniform 
marketing  setup  (Indiana  Standard, 
for  example),  Gulf's  Chairman  Wil- 
liam K.  Whiteford  last  month  ordered 
his  new  low-priced  gasoline  brand, 
Gulftane,  into  nearly  every  one  of  his 
36,000  service  stations  in  39  states. 
Since  Gulftane  sells  for  1  cent  to  2 
cents  less  than  any  'regular'  brand, 
the  news  was  disturbing  indeed  to 
competitors." 

"Most  Big  Board  members  have  their 
hands  happily  full  these  days  what 
with  4-million-share  trading  days  and 
the  certainty  of  1961  being  the  second 
1 -billion-share  trading  year  in  history. 
Chances  are,  therefore,  only  a  handful 
will  recall  that  this  Dec.  15  is  a  land- 
mark: the  75th  anniversary  of  the 
New  York  Stock  Exchange's  first  mil- 
lion-share day." 

Ten  years  ago 

(From  the  issue  of  December  15,  1976) 

"If  you  feel  bad  because  your  stocks 
haven't  done  well  in  recent  years,  you 
can  still  thank  your  lucky  stars  that 
you  didn't  invest  in  a  seat  on  the  New 
York  Stock  Exchange.  In  1968  and 
again  in  1969,  an  NYSE  membership 
sold  for  $515,000.  Last  month  one 
went  for  $40,000— a  decline  of  92%." 

"It's  also  money,  not  just  meat  and 
potatoes,  that  draws  shoppers  to  su- 
permarkets. The  stores  have  become 
banks:  Some  260  of  California's  big 
Lucky  Stores  cash  nearly  a  million 
checks  a  week,  and  supermarkets 
cash  75%  to  80%  of  all  the  checks 
cashed  in  that  state,  says  a  West  Coast 
grocers'  group.  The  American  Collec- 
tors Association  estimates  that  two  of 
Chicago's  big  food  chains  cash  more 
checks  than  all  of  its  banks.  .  .  ." 

"It  hasn't  been  much  of  a  year  for 
most  drug  companies  on  Wall  Street, 
but  Philadelphia's  SmithKline  Corp. 
practically  qualifies  as  a  hot  stock. 
The  reason  for  its  popularity  is  that 
the  $675  million  (estimated  1976 
sales)  company  has  the  only  new  ma- 
jor pharmaceutical  breakthrough  that 
is  anywhere  near  the  commercial 
stage  in  the  U.S.  The  breakthrough: 
an  anti-ulcer  drug  called  Tagamet  (ge- 
neric name:  cimetidine)  that  inhibits 
the  secretion  of  acid  in  the  stomach, 
allowing  ulcers  to  heal  themselves." 


I  think  I  can  say  I  had  as  unhappy 
a  childhood  as  the  next  braggart. 
Peter  de  Vries 


It  is  not  easy  to  be  crafty  and 
winsome  at  the  same  time,  and  few 
accomplish  it  after  the  age  of  six. 
D.  Sutten 


There  never  was  child  so  lovely 
but  his  mother  was  glad  to  get 
him  asleep. 

Ralph  Waldo  Emerson 


A  father  is  a  banker  provided 
by  nature. 
French  proverb 


Adam  and  Eve  had  many 
advantages,  but  the  principal  one 
was  that  they  escaped  teething. 
Mark  Twain 


The  regal  and  parental  tyrant 
differ  only  in  the  extent  of 
their  dominions  and  the  number 
of  their  slaves. 
Samuel  Johnson 


Nothing  so  dates  a  man  as  to  decry 
the  younger  generation. 
Adlai  Stevenson 


In  the  little  world  where  children 
have  their  existence,  whosoever 
brings  them  up,  there  is  nothing 
so  finely  perceived,  so  finely  felt 
as  injustice. 
Charles  Dickens 


The  thing  I  enjoyed  most  were 
visits  from  children.  They  did  not 
want  public  office. 
Herbert  Hoover 


Children  are  rarely  in  the  position 
to  lend  one  a  truly  interesting  sum 
of  money.  There  are,  however, 
exceptions,  and  such  children  are 
xcellent  addition  to  any  party. 
rRAN  Lebowitz 


Thoughts 

on  the  Business  of  Life 


A  soft  boyhood  often  makes  the  going 
hard  later  on.  Nearly  all  the  men  at 
the  top  today  are  those  who  had  to 
start  at  the  bottom  and  do  all  their 
own  climbing,  create  all  their  own 
influence  and  make  all  their  own 
money. . . .  Are  not  most  of  us  who 
have  young  boys  nowadays  tempted 
to  make  life  too  easy  for  them?  Andrew 
Carnegie  never  could  understand 
why  millionaire  parents  were  afraid 
"to  let  a  puff  of  wind  blow  on  their 
boys"  seeing  that  these  same  parents 
were  fitted  for  the  battle  of  life  by 
early  training  in  a  hard  school. 
B.C.  Forbes 


The  parent  who  could  see  his  boy 
as  he  really  is,  would  shake  his 
head  and  say,  "Willie  is  no  good. 
I'll  sell  him." 
Stephen  Leacock 


A  child's  nature  is  too  serious 
a  thing  to  admit  of  its  being 
regarded  as  a  mere  appendage 
to  another  being. 
Charles  Lamb 


When  children  appear,  we  justify 
all  our  weaknesses,  compromises, 
snobberies,  by  saying:  "It's  for 
the  children's  sake." 
Anton  Chekhov 


The  time  not  to  become  a  father 
is  18  years  before  a  world  war. 
E.B.  White 


More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts."  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.,  New  York, 
N.Y.  10011.  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  apphcable. 


There's  a  time  when  you  have 
to  explain  to  your  children 
why  they're  born,  and  it's  a 
marvelous  thing  if  you  know 
the  reason  by  then. 
Hazel  Scott 


The  best  brought-up  children 
are  those  who  have  seen  their 
parents  as  they  are.  Hypocrisy 
is  not  the  parents'  first  duty. 
George  Bernard  Shaw 


We  are  none  of  us  infallible, 
not  even  the  youngest  of  us. 
W.H.  Thompson 


Good  birth  is  a  fine  thing, 
but  the  merit  is  our 
ancestors'. 
Plutarch 


A  Text ... 

A  soft  answer  turneth  aw 
wrath,  but  grievous  won 
stir  up  anger. 
Proverbs  15:1 


Sent  in  by  Paul  E.  Joelson,  Metamc 
Mich.  What's  your  favorite  text?  1 
Forbes  Scrapbook  of  Thoughts  on  the  Bv 
ness  of  Life  is  presented  to  senders 
texts  used. 


Don't  take  up  a  man's  time 
talking  about  the  smartness 
of  your  children;  he  wants 
to  talk  to  you  about  the 
smartness  of  his  children. 
E.W.  Howe 


The  most  important  thing 
a  father  can  do  for  his 
children  is  to  love 
their  mother. 
Theodore  Hesburgh 


What  is  a  great  life  if  not 
a  youthful  idea  executed  by 
the  man  of  mature  years? 
Alfred  de  Vigny 
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'  Perhaps  you  can't  promise  the  moon,  / 

but  you  can  still  give  something  that's  out  of  this  world. 

Give  the  best  Scotch  in  the  world: 
Johnnie  Walker  Black  Label.  The  Scotch  that's  aged 
twelve  long  years.  Or  144  revolutions  of  the  moon. 

It  has  every  right  to  be  expensive. 

Johnnie  Walker  - 
Black  Label  Scotch 

YEARS  1?\  OLD 

1  v2/  ' 


Send  a  gift  of  Johnnie  Walker*  Black  Label  anywhere  in  the  U.S.A.  Call  1  800-243-3787.  Void  where  prohibited. 

(ALKER*'  BLACK  LABEL*  .  12  YEAR  OLD  BLENDED  SCOTCH  WHISKY.  86.8  PROOF.  BOTTLED  IN  SCOTLAND  IMPORTED  BY  DISTILLERS  SOMERSET.  N  Y.  N  Y  C 1! 


Look  who 

givesyoutne 

fastest 
free  trip. 


Compare  our  free  domestic  destinations  after  just  20,000  miles: 


^NORTHWEST 

UniTED 

American 

EASTERN 

Anchorage 

Indianapolis 

Phoenix 

None 

None 

None 

None 

Atlanta 

Kansas  City 

Pittsburgh 

Baltimore 

Knoxville 

Portland 

Boston 

Las  Vegas 

Reno 

Buffalo 

Los  Angeles 

St.  Louis 

Chicago 

Memphis 

Salt  Lake  City 

Cincinnati 

Miami 

San  Diego 

Cleveland 

Milwaukee 

San  Francisco 

Dallas/ 

Minneapolis/ 

Seattle/Tacoma 

Ft.  Worth 

St.  Paul 

Tampa/ 

Denver 

Nashville 

St.  Petersburg 

Detroit 

New  Orleans 

Tucson 

Ft.  Lauderdale    New  York 

Tulsa 

Ft.  Myers 

Orlando 

Washington,  DC. 

Houston 

Philadelphia 

West  Palm  Beach 

And  62  other  cities. 

Northwest's  WorldPerkssm  frequent 
flyer  program  awards  a  free  round  trip 
anywhere  we  fly  in  the  continental  U.S. 
or  Alaska,  after  just  20,000  miles. 

That's  twice  as  fast  as  United, 
Delta,  American  and  Eastern. 

Fly  40,000  miles  on  Northwest  and 
you've  earned  a  free  round  trip  to 
Hawaii,  Europe,  Mexico  or  the  Cayman 


Islands.  60,000  miles  and  you  get  a  free 
round  trip  to  Asia— places  like  Tokyo, 
Hong  Kong,  Seoul  or  Taipei. 

Call  your  travel  agent  or  Northwest 
at  (800)  225-2525  for  U.S.  reservations 
or  (800)  447-4747  for  international 
reservations. 

If  you're  looking  for  faster  free 
travel,  look  to  us. 


K6  Northwest  Airline-..  Im 


Look  to  us. 

!®  NORTHWEST 


WE  are  at  a  watershed  in  the  evolu- 
tion of  the  computer  industry. 
With  the  formation  of 
Unisys,  the  level  of  global  computer  com- 
petition becomes  truly  significant  for  the 
very  first  time. 

Separately,  the  worldwide  achievements 
of  Sperry  and  Burroughs  are  renowned. 

Together  as  Unisys,  those  two  fine 
global  reputations  are  not  merely  added,  but 
raised  to  a  new  level.  To  a  whole  new  power, 
operations  on  every  continent— 100  coun- 
tries—with nearly  60,000  installations  at  a 
worth  of  $30  billion. 

But  it's  a  reputation  still  based  on  one 

■    r  .... 

single  premise:  value  to  the  customer. 

In  today's  competitive  global  economy, 
at  makes  a  world  of  difference. 
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31  Bye-bye  Bob  Brennan 


The  editorial  index  of  companies  referred  to  in 
this  issue  is  on  pages  188  and  129. 


COVER  STORY  

72   Are  We  Spending  Too  Much  On  Education? 

Why  is  it  that  people  who  complain  about  $600  toilet  seats 
for  the  military  become  indignant  when  someone  points 
out  equally  flagrant  examples  of  waste  in  the  schools? 

COMPANIES  

31    First  Jersey  Securities 

No  longer  able  to  pull  the  suckers  in  the  way  he  once 
could,  First  Jersey's  Bob  Brennan  is  throwing  in  the  towel. 
Anyone  want  to  buy  a  brokerage  house? 

33  Financial  Corp.  Of  America 

Some  folks  never  learn:  Fincorp  is  betting  the  bank  on 
interest  rates  again. 

34  Hyundai  Motor  Co. 

If  you  think  the  Koreans  will  be  satisfied  with  the  low  end 
of  the  U.S.  auto  business,  you  don't  know  much  about 
South  Korea. 

40   Hunt  Oil  Co. 

As  the  famous  Hunt  brothers  go  spectacularly  bankrupt, 
their  quiet,  methodical  half-brother,  Ray,  grows  richer 
and  richer. 


62    Navistar  International  Corp. 

International  Harvester,  reborn  as  Navistar,  is  finally  bs 
in  the  black,  but  the  price  of  survival  was  anguish 
dilution. 

80    The  Up  &  Comers:  Captain  Workout  And  His 
Golden  Girl 

Judy  and  Alan  Fellheimer  have  gotten  rich  by  tu 
ing  around  a  troubled  bank.  Mr.  and  Mrs.  Nice  Guy  tl 
are  not. 

84    The  Up  &  Comers:  A  Pair  Of  Opposites 

What  the  father  builds,  the  son  tidies  up.  Medalist  i 
story  of  generational  conflict  with  a  happy  ending. 

INTERNATIONAL  

30   Greed,  Inc. 

While  he  whines  to  the  media  about  being  exiled  from  1 
U.S.,  tax-dodger  Marc  Rich  and  his  pals  quietly  build  th 
control  of  the  world  aluminum  market. 

35    Follow  The  Money 

Over  the  centuries,  art  has  gone  where  the  money 
Good-bye,  Europe.  Hello,  Japan. 

NUMBERS  GAME  

64    Reel  Assets 
Cannon  Group  isn't  the  first  and  won't  be  the  last  Hoi 
wood  producer  to  give  investors  that  queasy  feeling. 
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THE  DOCKET 


MARKETING 


Case  Dismissed 

:  logjam  of  cases  in  the  federal  courts  has  judges  turning 
k  to  a  long-neglected  judicial  tool — summary  judg- 
it.  Also:  Dial-a-lawyer;  Boesky  victims  unite. 


SING  MATTERS  

Tax-Loss  Two-Step 

lgress  slammed  the  door  on  tax-loss  carryforwards, 
n  it  created  a  nifty  loophole. 


JESTING  

I  You  Can't  Keep  A  Smart  Crook  Down 

p  Peter  Galanis  is  living  in  splendor  on  both  coasts.  He 
I  a  mansion  in  Greenwich,  Conn,  and  a  pair  near  San 
Igo — while  his  defrauded  investors  sputter  and  fume. 

i  Statistical  Spotlight:  My  One  And  Only 

inging  for  the  fences,  five  winning  stock  pickers  from 
i  year's  contest  and  five  brave  new  ones  name  their 
orites  for  1987. 

>  Streetwalker 

esebrough-Pond's;   Ponce  Federal  Bank;  Common- 
alth  Financial  Group;  Proler  International;  partnership 
problem. 


90  The  Increasing  Payoff  In  Cents-Off 

Think  you're  in  a  tough  business?  In  the  ever-explosive 
coupon  wars,  not  even  your  best  customers  are  safe. 

91  Marketing,  American-Style 

The  Japanese  can  really  sell  cars.  In  the  U.S.,  that  is.  At 
home?  That's  another  story.  Also:  Mr.  Lonelyhearts? 


SCIENCE  &  TECHNOLOGY 

94   The  Nth  Dimension 

How  do  you  build  a  high-speed  computer  modem  to  cut 
your  phone  bill?  Make  it  out  of  such  unlikely  sounding 
parts  as  eight-dimensional  spheres.  Also:  Killing  cancer  in 
the  lab;  high-fidelity  heaven. 


PERSONAL  AFFAIRS 

100  Return  Of  The  Ragtop 

For  as  little  as  $4,000  extra,  you,  too,  can  appear  sexy  or 
unpredictable  behind  the  wheel.  Or  maybe  just  chilly  and 
windblown. 

102  Give  Like  A  Rockefeller 

Here's  a  year-end  gift  idea  that  will  keep  on  giving  in  years 
ahead  and  is  doubly  blessed  by  the  taxman. 


CES  BEHIND  THE  FIGURES  

3  Milton  Pollack,  Judge 

3  David  Halliday,  IJnipac 

7  David  Pensky,  Britches  of  Georgetowne 

7  Maurice  Greenberg,  American  International  Group 
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Wisdom  and  waste 

Every  age  has  its  icons.  With  Motherhood  and  The  Flag 
longer  sacred,  intellectuals  have  accordingly  deified  the  two 
Environmentahsm  and  Education.  Our  cover  story  is  not  abc 
snail  darters.  It  asks  why  anyone  who  challenges  lavish  spei 
ing  on  schools  is  considered  guilty  of  sacrilege.  The  defei 
budget  is  a  matter  for  lively  public  debate;  why  not  spending 
education?  "Are  we  spending  too  much  on  education?"  is  wi 
ten  by  our  newest  senior  editor,  Peter  Brimelow.  Born  in  Bnta 
a  graduate  of  Stanford  Business  School,  Brimelow  is  the  aut 
of  two  recent  excellent,  cliche-busting  books:  Tlx  Wall  Sa 
Gurus:  How  You  Can  Profit  From  Investment  Newsletters  and 
Patriot  Game:  National  Dreams  and  Political  Realities  His  piece 
the  economics  of  education  starts  on  page  72. 

The  wizard  of  arbs  was  no  wizard 

Last  issue  we  reported  ("The  Wizard 
of  Arb")  that  Ivan  Boesky  was  vastly- 
overrated  as  an  arbitrager.  To  make 
our  point  we  showed  figures  from  a 
Boesky  partnership.  The  numbers 
revealed  that  his  performance  was 
extraordinarily  ragged. 

A  lot  of  folks  have  written  or  tele- 
phoned asking:  What's  so  bad  about 
Boesky's  performance?  Didn't  he  do 
almost  twice  as  well  as  the  S&P's 
index  in  the  1981-85  period?  He  did, 
but  starting  in   1982  his  perfor- 
mance fell  off  sharply.  This  falloff 
was  softened  but  not  reversed  by 
Boesky's    performance    in  1984, 
when  he  gave  his  investors  an  ex- 
traordinary 142%  return.  Whether 
he  achieved  that  return  all  or  in  part  through  criminal  acts 
do  not  yet  know,  but  we  do  know  that  it  was  not  the  kind 
profit  that  Boesky  could  repeat.  The  fact  is,  were  it  not  for  tl 
one  year,  investors  would  have  been  better  off  after  1982  ii 
boring  index  fund  than  speculating  wildly  with  Ivan. 

If  some  readers  were  confused,  it  was  our  fault.  The  key  po 
we  tried  to  make — and  which,  unfortunately,  we  didn't  make 
clearly  as  we  could  have — was  that  from  Apr.  1,  1982  throu 
Oct.  31,  1985,  an  unleveraged  investment  in  the  S&P's  51 
dividends  reinvested,  would  have  returned  an  average  21.1* 
year,  compounded.  An  investment  in  Boesky's  partnersl 
would  have  returned  21.7%.  His  longer-term  record  seemed 
show  that  he  was  better  than  that,  but  the  best  of  that  recc 
was  achieved  in  another  time  and  under  other  circumstance 

By  1985  Boesky's  returns  had  become  dismal,  even  though" 
market  was  doing  well  and  takeovers  were  popping  all  over  | 
place.  It  was  in  February'  of  1985,  the  SEC  tells  us,  that  Den; 
Levine  and  Boesky  made  their  infamous  deal.  We  said  last  iss 
and  we  repeat:  Knowing  he  couldn't  pull  off  another  19 
fearing  for  his  own  hide  and  with  his  bloated  reputation 
stake,  Detroit's  gift  to  Wall  Street  apparently  became  desper; 
and  made  the  mistake  that  brought  him  down. 

LS Editor 
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/ou  charge  on  the  Diners  Club  Card  you  automatically  earn  points  toward 
oonus  miles  and  free  gifts  and  trips' 
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nlles  to  your  freauent  flyer  account.  Or,  upgrade  to  first-class  next  time  you 
ly  anywhere  in  the  U.S? 

2.  FREE  GIRS  AND  TRIPS.  With  Club  Rewards,  the  more  you  use  the  Card, 
the  more  you're  rewarded  with  free  gifts  and  trips, 
.ike  a  microcassette  recorder,  a  night  on  the 
(own,  a  personal  computer,  and  free  flights  on 
United  Airlines, 
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more  than  a  taxi  between  major  airports  and 
downtown  business  centers. 

4.  CLUB  SUITES?"  Just  imagine,  for  about  the  price 
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to  take  advantage  of  these  Club  benefits,  simply 
call  toll-free,  24  hours  a  day,  1-800-CLUB-INFO? 
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Trends 


Edited  by  John  A.  Conway 


Tongue-tied  competitors 

Global  competition  and  horren- 
dous U.S.  trade  deficits  would 
seem  to  dictate  more  and  better 
American  efforts  overseas.  Is  this  hap- 
pening? Nearly  100  executives  at  U.S. 
companies  with  at  least  one  foreign 
subsidiary  agreed  to  this  logic  in  a  poll 
by  Egon  Zehnder  International,  the 
worldwide  executive  search  firm.  But 
agreement  doesn't  mean  action.  Two- 
thirds  admitted  that  U.S.  managers 
were  woefully  ignorant  about  foreign 
markets;  and  nearly  two-thirds  said 
few  of  their  top  executives  had  signifi- 
cant international  experience.  What's 
more,  efforts  to  look  beyond  the 
water's  edge  rated  little  encourage- 
ment. The  majority  admitted  giving 
precious  little  incentive  for  talented 
executives  to  go  overseas.  Sixty-six 
percent  did  not  reward  foreign  assign- 
ments with  faster  promotions,  57% 
gave  no  bonuses,  53%  no  special  rec- 
ognition, and  51%  not  even  special 
living  arrangements.  Only  a  third 
made  special  efforts  to  consider  for- 
eigners for  top  positions,  and  even 
fewer  put  foreign  directors  on  their 
boards.  And  in  15%  of  the  companies 
no  American  executive  sent  to  a  non- 
English-speaking  country  was  fluent 
in  the  native  tongue. 


Ads  ahoy! 

The  12-meters  competing  for  the 
America's  Cup,  the  Holy  Grail  of 
ocean  racing,  let  corporate  sponsors 
join  the  fun  years  ago,  but  anony- 
mously. This  year  Cup  entries  sailed 
with  a  full  roster  of  brand-name  spon- 
sors— Cadillac,  Budweiser,  Amway — 
though  logo-adorned  spinnakers  were 
allowed  only  during  practice  runs 
(and  for  cash  and  in-kind  contribu- 
tions of  $1  million  or  more).  The  mo- 
tive was  plain.  A  1977  12-meter  cost 
about  $1.2  million;  now  it  can  take 
SI 5  million  to  put  a  contender  in  the 
water.  So  the  yachtsmen  have  taken 
the  final  step.  The  International 
Yacht  Racing  Union,  the  London 
body  that  sets  the  rules,  has  come  full 
about,  and  will  let  ad-bedecked  ves- 
sels ply  the  waves.  The  White  Horse 
Challenge,  the  syndicate  backing 
this  year's  British  challenger  (White 
Horse  Scotch  Whisky  is  one  of  its 
principals)    proposed    the  change. 


"The  day  of  yachting  as  a  sport  of 
the  wealthy  is  over,"  says  Phillip 
Tolhurst,  White  Horse  Challenge  at- 
torney and  a  founder  of  the  Interna- 
tional 12-meter  Association,  which 
helps  govern  the  America's  Cup. 
"But  business  will  not  support  races 
unless  they  are  sure  there  will  be 
some  payback — some  publicity  in  re- 
turn," he  says.  Out  of  20  internation- 
al racing  classes,  Tolhurst  thinks, 
perhaps  5  will  allow  advertising. 


The  Wright  stuff 

Fake  Cartier  watches  and  haute 
couture  fashion  npoffs  are  an  old 
story.  But  how  about  counterfeit 
Frank  Lloyd  Wrights?  Keepers  of  the 
flame  at  the  late  architect's  shrine, 
Taliesin  West  in  Scottsdale,  Ariz., 
have  found  that  their  renewed  pro- 
gram of  licensing  Wright  designs  for 


Frank  Lloyd  Wright 
Taking  the  name  in  vain. 


furniture,  fabrics  and  other  items 
set  off  a  flurry  of  fakes.  So  Rich 
Carney,  managing  trustee  of 
Frank  Lloyd  Wright  Foundation  at  1 
liesin,  is  launching  a  "Fight  j 
Wright"  campaign,  complete  with 
anticounterfeiting  advisory  boarq 
hot  line  for  queries  and  members! 
in  the  International  Anticounterfa 
ing  Coalition,  which  fights'  to  prot 
trademarks,  copyrights  and  pate 
around  the  world.  The  Wright  Foum 
tion  has  been  licensing  reproductic 
since  the  1950s,  but  it  began  a  fre 
effort  two  and  a  half  years  ago,  lice: 
ing  such  outfits  as  Tiffany  (for  Wrig 
designed  tableware)  and  F.  Scl 
macher  &.  Co.  (for  wallpaper,  carpi 
and  fabrics).  The  fakes  were  not 
behind.  "Not  waves  of  them,"  Can- 
says,  but  enough  to  cause  alarm.  N» 
year,  he  said,  the  foundation  will  bej 
issuing  "authenticity  certificates"  (| 
a  fee)  to  give  buyers  documentary  pn 
of  genuine  Wright  designs. 


Geronimo! 

Golden  parachutes,  once  a  comp 
ative  novelty,  are  now  the  nor 
A  study  of  906  companies  with  sa 
ranging  from  $200  million  to  $11 
billion  by  Gilbert  Dwyer  &  Co.,  l 
New  York  City-based  headhunt 
found  that  54%  now  have  contracts 
protect  their  executives,  up  from  4C 
in  1982.  More  golden  'chutes  wi 
deployed  in  1985  and  1986  than  in  a 
prior  two-year  period,  the  study  sa 
Where  companies  have  executives 
contract,  more  than  two-thirds  w 
protect  anyone  booted  out  in  a  tal 
over.  More  than  a  third  will  prot« 
executives  who  lose  their  jobs  for  a 
reason  other  than  "cause."  And  t 
contracts  are  lush.  All  include  at  le; 
a  year's  salary  and  many  offer  two 
three  years'  pay,  plus  bonuses,  ber 
fits,  stock  options,  etc.  The  avera 
large  industrial  company's  potent 
cost  is  $5.2  million,  up  from  $2  m 
lion  in  1984.  Merrill  Lynch  is  to] 
with  deals  that  could  run  $60  millic 
Others  with  potentially  lavish  cc 
tracts  include  Baxter  Travenol  (S 
million),  Kimberly-Clark  ($25  m 
lion),  Honeywell  ($20  million)  a. 
Gould  ($17  million). 

Collectible  ragtops 

The  ragtop  convertible  went  infl 
almost  total  eclipse  in  1976  in  t 
U.S.  (when  Cadillac,  the  last  holdov 
dropped  it)  until  1982  (when  Lee  ; 
cocca  revived  it),  but  the  memon 
never  died.  A  1929  Packard  conve :! 
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products.  From  long  distance  to  data  services.  From  tele- 
phones to  computers  to  facsimile  machines. 

You'll  get  an  introduction  to  telecommunications,  a 
glossary,  important  AT&T  toll-free  numbers,  plus  any 
or  all  of  the  following  booklets: 

Keeping  Customers  Satisfied—  suggestions  for  building 
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to  buy  more  and 
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Learn  how  telecommunications  and  AT&T  can 
p  you  write  your  own  small  business  success  story. 

;re's  a  telecommunications  story  behind  some  of 
erica's  biggest  small  business  successes.  Now 
can  learn  how  to  apply  the  same  big  ideas  to 
r  small  business— with  a  free  copy  of  AT&T's 
communications  Ideas  To  Grow  On. 
It'll  show  how  your  business  can  bene 
om  many  of  the  available 
communications 
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buy.  Improving  Field 
Sales  Productivity— tips  that  can 
help  open  more  doors  and  close  more 
sales  at  less  cost.  Capitalizing  on  Money 
Management— advice  on  putting  together  an  effec- 
tive cash  management  program. 

Call  1  800443-7047,  Ext.  116  or  send  for 
your  booklets . . .  and  learn  how  to  bring 
out  the  success  story  in  your  business 
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1958  Cadillac  Eldorado  Biarritz 
The  memory  lingered  on. 


lble  sedan  went  for  $230,000  last  sum- 
mer at  the  Collector  Car  Auction  in 
Newport  Beach,  Calif.  For  less  than 
$5,000,  more  modest  buffs  can  get  a 
Volkswagen  bug  soft-top,  number  one 
on  California  collector  Rick  Cole's 
1987  list  of  low-cost  collectibles.  Oth- 
er convertibles  on  Cole's  "gold  list": 
Chrysler  Imperials  from  the  1950s 
("an  underrated  American  icon,  with 
chrome,  fins  and  tonnage");  1960, 
1962  and  1963  Ford  Falcons  ("sleeper 
cousins  to  the  Mustang");  and  late- 
1960s  Cadillacs.  Cole  also  likes  1961- 
63  Thunderbird  soft-tops  and  1965-75 
Chevys  ("catching  up  with  Ford's 
soft-top  mystique").  For  more  on  con- 
vertibles, see  page  100. 


Name,  rank 

and  number — only 

The  touchy  subject  of  references  for 
departing  employees  is  getting 
touchier.  Lawyers  who  specialize  in 
employer-employee  relations  say  it  is 
becoming  more  and  more  popular  for 
anyone  suing  a  prior  employer  over  a 
separation  to  charge  there  was  defa- 
mation or  discrimination  in  the  old 
boss'  references  (even  where  the  refer- 
ence is  a  good  one).  Sara  Portnoy,  a 
New  York  City  lawyer  who  special- 
izes in  the  field,  traces  the  genesis  of 
the  idea  to  the  antidiscrimination 
laws  of  the  mid-1960s.  As  an  extra 
lever  in  retaliation,  employees  and 
their  lawyers  began  adding  defama- 
tion charges  to  the  court  calendars. 
No  hard  and  fast  statistics  exist,  Port- 
noy says  (for  one  thing,  many  are  set- 
tled out  of  court),  but  the  trend  has 
been  building.  Adin  Goldberg,  anoth- 
er New  York  lawyer  who  concen- 
trates on  this  area,  suspects  the  recent 
buildup  in  discrimination  suits  stems 
partly  from  the  numbers  of  veteran 
employees  pushed  out  in  the  recent 
.  Ives  of  mergers,  acquisitions  and 
.Tuct  livings.  For  years,  Goldberg 
e  has  advised  employers  to  re- 


spond to  calls  for  references  with  only 
job  title  and  dates  of  employment. 
Portnoy  echoes  his  sentiments,  rec- 
ommending the  same  name-rank- 
and-serial-number  response. 


Death  of  the  salesman? 

The  Willy  Lomans  of  the  world  are 
going  the  way  of  Arthur  Miller's 
archetype.  A  survey  of  214  major  U.S. 
companies  by  the  Conference  Board,  a 
New  York  City-based  business  group, 
shows  that,  besides  their  direct  sales 
forces,  49%  now  depend  on  industrial 
distributors,  42%  have  turned  to 
wholesalers  and  39%  use  independent 
retailers  to  market  their  products. 
(Some  use  all  three.)  Five  years  from 
now,  the  Board  says,  more  than  20% 
expect  to  rely  even  more  heavily  on 
them.  In  addition,  25%  now  use 
phones  to  sell,  and  12%  have  comput- 
er-to-computer ordering  systems  for 
high-volume  buyers.  Use  of  these 
electronic  salesmen  is  expected  to 
grow.  "Although  most  manufacturers 
still  rely  on  a  direct  sales  force,  many 
are  trying  to  find  ways  to  use  this 
resource  more  efficiently,"  says  mar- 
keting specialist  Howard  Sutton,  the 


study's  author.  Half  of  those  poll< 
expect  their  direct  sales  staffs  to  b 
come  more  specialized — a  new  bre< 
likely  to  spend  less  time  selling  an 
more  time  giving  technical  advice  ai 
service.  "If  the  costs  of  direct  scllii 
continue  to  rise  as  fast  as  they  have ! 
recent  years,"  Sutton  writes,  "son 
companies  may  consider  the  possibj 
lty  of  eliminating  the  traditional  fie 
sales  force  entirely." 


Fredric  March  as  Willy  Ionian 

Skip  the  smile  and  the  shoeshine. 


Quote,  unquote 

Boone  Pickens,  explaining  h 
management  methods  to  bus 
ness  students  at  Tulane  Umversit 
"If  we  find  a  snake,  we  kill  it.  If  Gel 
eral  Motors  found  a  snake,  they  woul 
appoint  a  committee  to  hire  a  const) 
tant  to  decide  what  to  do  about  tl 
snake — whether  to  kill  it,  to  feed  it 
what.  In  the  meantime,  the  snake 
gone." 

Sir  James  Goldsmith,  the  Bnti: 
entrepreneur  and  takeover  baron,  tei 
ing  U.S.  congressional  probers  that  1 
is  in  the  takeover  game  for  profit: 
can  think  of  no  other  reason  for  don 
business." 


Afloat  and  duty-free 

The  50  million  passengers  wll 
rode  Europe's  20  busiest  intern 
tional  ferry  lines  last  year  dropped  « 
impressive  $506  million  at  their  dut 
free  bars  and  shops,  according  to  h 
pact  International,  the  liquor  indust 
trade  paper.  But  those  happy  day-trii 
pers  plying  the  English  Channel  an 
the  waters  between  Scandinavia  an 
Germany  may  find  their  waterbon 
bargains  headed  for  the  shoals.  Fin 
the  Common  Market  is  mulling  legi 
lation  to  outlaw  inter-European  dut 
free  shopping.  And  the  long-planm 
cross-Channel  tunnel  linking  Englai 
and  France  may  produce  land-basi 
duty-free  shops  at  either  end.  Tbj 
could  sink  the  shops  on  the  Charm 
ferries  because  the  "chunnel"  is  e 
pected  to  move  25  million  passenge 
annually  by  its  third  year.  Banning  tl 
duty-free  shopping  could  be  devasti 
irig.  Impact  quotes  Michael  Aike 
passenger  services  and  marketing  c 
rector  of  Sealink,  the  biggest  Chann 
ferry  operator,  with  11.4  million  pa 
sengers  and  $70  million  in  duty-fr 
sales  last  year:  "It  would  be  a  bitt 
pill  to  swallow,  considering  that  20 
of  the  total  revenue  generated  ex-U. 
and  70%  of  total  revenue  in  Germa 
Scandinavian  waters  comes  fro 
duty-  and  tax-free  sales  on  board." 


more  reasons  to 

When  President  Reagan  selection  and  management  in- 
signed  the  Tax  Reform  Act  of  eluding  appraisal,  acquisition, 
1986,  he  brought  the  real  estate  disposition,  leasing,  counseling 
industry  back  to  its  basic  and  financing, 
principles.  To  all  these  disciplines  we 
%          Sound  principles  that  make  bring  the  strength  of  quality 
economic  sense.  performance. 

Those  are  the  basics  upon  So  if  you're  concerned  about 

which  Cushman  &  Wakefield  the  quality  of  your  real  estate 

was  founded.  And  that  have  investments,  join  those  who  are 

guided  us  for  over  70  years  of  calling  on  Cushman  &  Wakefield, 
providing  our  clients  with  a  For  the  quality  you  get  only 

wide  array  of  services  in  asset  from  the  leader. 


A  ROCKEFELLER  GROUP  COMPANY 


Business  America's  Real  Estate  Firm. 


The  perfect  luxury  hotel 
docs  not  exist. 

Yet. 
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The  Ayatollah's  arms 

'( Utess  u  ho  is  helping  resupply  Iran  s  Ixit- 
teredcinny  and  its  bloodthirsty  terrorists  ' 
The  I '.S. — eren  if  unwillingly. " — Forbes, 
Jan.  27.' 

The  only  wrong  word  in  that  year-old 
Forbes  story  about  smuggling  of 
American  arms  to  Iran  was  "unwil- 
lingly." As  today's  headlines  attest, 
the  U.S.  government  itself  became  an 
arms  supplier  for  the  Ayatollah's 
army  and  his  terrorists. 


Flint  and  the  Far  East 

lint,  Mich,  was  in  shock  four 
JT  years  ago  when  General  Motors 
wanted  to  close  its  venerable  Buick 
plant  there.  Flint  had  been  making 
Buicks  since  1906,  and  8,000  jobs 
hung  in  the  balance.  GM  answered 
with  Buick  City,  a  $300  million,  1.5- 
million-square-foot  plant  that  would 
borrow  many  of  its  procedures  from 
Japan  (Forbes,  Dec.  M .  19S4). 

In  1985  the  plant  rolled  out  its  first 
Buick  LeSabre.  The  assembly  line  was 
fed  by  a  four-hour  "just-in-time"  in- 
ventory, with  all  parts  bar-coded  in 
the  manner  perfected  for  supermarket 
checkout  counters.  Each  worker  was 
expected  to  pass  on  only  perfect  units, 
so  the  number  of  repair  bays  dropped 
from  72  to  10,  and  inspectors  were 
eliminated.  The  parts  feeding  the 
plant  came  in  returnable  (and  bar-cod- 
ed) plastic  cartons,  an  idea  the  Japa- 
nese had  hit  on  because  they  lacked 
room  for  mountains  of  waste  paper. 

These  transplanted  ideas  worked 
fine,  says  Edward  DuCharme,  manu- 
facturing manager  of  the  Flint  Prod- 
uct Team.  Just-in-time  inventory 
means  a  single  missed  truckload  halts 
the  entire  plant,  and  this  has  hap- 
pened, but  no  stoppage  has  lasted  be- 
yond an  eight-hour  shift.  All  suppliers 
are  linked  in  a  broadcast  system  that 
tells  them  the  number  of  each  car  and 
the  exact  part  (such  as  what  color 
seats)  required.  Returnable  cartons 
have  proved  a  boon  because  waste  pa- 
per can  pile  up  as  fast  in  Flint  as  it 
does  in  Japan.  Now,  DuCharme  says, 
other  GM  plants  are  using  them. 

Buick  City  hasn't  solved  all  of 
Flint's  problems.  GM  will  close  a 
body  plant  and  a  line  at  a  truck  and 
bus  plant  next  year,  axing  6,750  jobs 
and  cutting  total  GM  employment  in 
Flint  to  55,000  by  the  end  of  1987. 

Buick  City  itself  has  escaped  GM's 
shutdowns  but  is  not  unscathed.  This 


month  DuCharme  added  Olds  88s 
his  LcSabres  (they  are  built  on  t 
same  chassis-and-cngine  "platform 
The  plant  had  worked  up  to  75  cs 
per  hour,  but  has  just  cut  back  to  ( 
and  1,300  employees  have  been  fi 
loughed.  But  DuCharme  notes  th 
was  because  of  marketing  dictate 
not  flaws  in  the  manufacturing  pij 
cess  pioneered  at  Buick  City. 


A  star  falls  in  Alabama 

We  want  to  be  the  Wal-Mart 
health  care,"  said  L.  Stanton  T« 
tie,  president  of  National  Healthca 
of  Dothan,  Ala.,  just  three  months  ai 
(Forbes,  Sept  22)  National  had  I 
quired  29  small-town  hospitals  in  tw 
years  and  seemed  to  wield  a  mei 
scalpel  on  laxities  in  accounting,  en 
ployment  and  inventory  control.  3 
the  fiscal  year  ended  in  June,  NFfl 
expected  to  triple  revenues,  to  $11 
million,  and  its  profits,  to  $4.3  mi 
lion.  The  market  had  bid  up  shares 
28  times  earnings,  despite  hea\| 
debts  and  interest  expense. 

But  Arthur  Young  &  Co.  complete 
National  Healthcare's  first  audit  as 
public  company  this  autumn,  an 
NHC  needs  a  doctor.  The  auditoi 
uncovered  inadequate  reservJ 
against  Medicare  losses  in  four  NH 
hospitals.  Two  of  the  hospitals  hi 
lost  key  data  when  records  were  con 
putenzed.  In  the  others  the  formu] 
used  to  calculate  Medicare  reserve 
was  incorrect.  Losses  had  been  pilin 
up  unnoticed  for  a  year.  Arthur  Youn 
insisted  that  National  Healthcal 
scrub  SI. 6  million  from  operatirj 
profits. 

Founder  and  Chief  Executive  Sti 
phen  Phelps  claims  that  miscalcuh 
tions  on  Medicare  reserves  are  com 
mon  in  the  industry.  But  the  marke 
isn't  buying  that.   The  stock  hi 


National  Healthcare  's  Stephen  Phelps 
Is  there  a  doctor  in  the  house? 


||pped  64%,  to  47/x.  The  company 
H  laid  off  nearly  2%  of  its  work 
|pe,  including  a  quarter  of  its  corpo- 
Ifc  staff.  Even  the  successful  market- 
bi  program  has  been  cut,  and  the 
Bnpany's  acquisitions  drive  has  also 
tin  shelved. 

Jrl'I  thought  Phelps  had  a  better  han- 
P|  on  the  financials,"  says  Gary  Par- 
tjlge,  an  analyst  with  Sterne,  Agee  &. 
Ilich  in  Birmingham.  "Obviously,  I 
•is  wrong."  And  so  was  Forbes. 

fie  gospel 

i  cording  to  Ruff 

1 1  ix  years  ago  142,000  subscribers 
y  were  paying  $125  a  year  for  How- 
Ill  Ruff's  newsletter,  Ruff  limes,  a 
Inning  title  that  reflected  his  warn- 
kj;  that  then-rampant  inflation,  if  un- 
packed, would  lead  to  economic 
|om  (Forbes,.////)'  7,  1980). 
Bin  1983,  when  interest  rates  fell  and 
Illation  fires  cooled,  Ruff  renamed 
I  weekly  The  Financial  Success  Re- 
wt.  Happy  talk,  however,  didn't 
|m  to  work  as  well  as  doomsaying. 
list  month  Ruff  went  back  to  his 
tiginal  theme,  and  the  newsletter  is 
win  Ruff  Times.  The  bugaboo  now  is 
(fe  tax  reform  bill  (which,  among  oth- 
■  things,  will  make  financial  news- 


\ward  Ruff  at  home 
tomsaying  beats  success. 


icters  less  of  a  tax  deduction).  But  the 
:ter  itself  was  having  rough  times.  It 
|w  has  100,000  subscribers  at  $89  a 
ar  and  grosses  $9  million,  far  less 
Lin  Ruff's  1983  prediction  of  $25 
•lllion.  Ruff  is  unfazed.  "This  is  the 
cond  or  third  down  cycle  we've 
Id,"  he  says. 

But  consistency  has  never  been 
uff's  trademark.  Once  a  gold  (and 
ver)  buff,  he  switched  out  of  those 
fore  they  crashed  in  1980.  Since 
en  he  has  plumped  for  bonds,  real 
tate  and  stocks.  "People  listen  onlv 
|  you're  honest — and  right  most  of 
c  time,"  he  says,  and  Ruff  claims  he 
both. 


The  efficient  long-range 
jet  with  the  comfortable  ^  _ 

long-range  cabiiWr  mm*J)JEM 


j£k  BRITISH 
Wk  AEROSPACE 

Offices  in  North  America: 
Washington,  DC  703/478-9420 
Wilmington,  DE  302/322-8000 
New  York  516/981-8000 
Chicago  312/299-7000 
Houston  713/644-8000 
Los  Angeles  714/641-0146 
Toronto  416/673-0800 


Consider  the  credentials. 


The  Pierpont  Tax  Exempt  Bond  Fund 
is  sponsored  by  Morgan  Stanley.  Its  in- 
vestment adviser  is  Morgan  Guaranty. 

The  Fund  will  seek  tax  exempt  yields 
greater  than  those  available  from  a  port- 
folio of  short  term  tax  exempt  obliga- 
tions. In  addition  to  investing  in  a 
portfolio  of  municipal  bonds 
and  notes,  The  Fund  may  also  MORGAN 


take  advantage  of  its  access  to  privately 
placed  securities  and  new  issues. 

More  complete  information,  including 
charges  and  expenses,  is  contained  in  the 
prospectus,  which  you  should  read  care- 
fully before  you  invest.  For  a  copy,  please 
write  or  call  Alan  M.  Trager,  Principal, 
Morgan  Stanley  &  Co.  Incor- 
STANLEY  porated  at  (212)  398-2900. 


1251  Avenue  of  the  Americas.  New  York.  N.  Y.  10020 


Readers  Say 


■ 


Japan  does  it,  why  not  us? 

Sir:  You  state  "...  a  trade  bill  will 
raise  prices  for  American  consumers, 
it  will  destroy  far  more  jobs  than  it 
preserves,  it  will  lower  overall  Ameri- 
can living  standards.  ..."  (Fact  and 
Comment  II,  Dec.  1. ) 

Why  can  Japan  have  "flagrant  trade 
barriers"  at  home  and  yet  have  fantas- 
tic economic  growth?  Why  can  Japan 
have  tariffs  and  nontariff  trade  barri- 
ers and  yet  be  the  economic  wonder  of 
the  last  35  years? 
— Thomas  S.  Diffendal  Jr. 
Pittsburgh,  Pa. 


Utility  tools 

Sir:  Your  praise  of  Pacific  Gas  &  Elec- 
tee's "hanging  tough"  (Nor.  3)  against 
independent  power  producers  is  not 
worthy  of  free-market  capitalists.  You 
applaud  a  monopoly  for  its  sincere 
attempts  to  squash  the  cogeneration 
business  in  California;  the  only  com- 
petition in  the  electric  power  busi- 
ness is  from  cogenerators,  who  are 
leading  the  way  to  market-priced  en- 
ergy. You  ignore  the  possibility  that 


Diablo  Canyon  nuclear  power  plant  is 
responsible  for  any  excess  capacity  in 
California,  not  PURPA. 

Next  time,  don't  bother  doing  your 
own  copy.  Just  reprint  the  most  recent 
utility  press  release. 
— Ernest  L.  Copley  III 
President, 
Copley  Power,  Inc. 
St.  Thomas,  I  '.S.  Virgin  Islands 


No  surprise 

Sir:  Your  exposure  of  the  sleazy  Pat 
Rooney-Randy  Pace  operation  (Dec.  1 ) 
didn't  mention  that  Rooney,  in  an 
apparent  attempt  to  confuse  inves- 
tors, several  months  ago  changed  the 
name  of  his  troubled  Norlin  Corp.  to 
the  more  prominent  sounding  Service 
Resources  Corp. 

New  name,  same  dog. 
— R.  Seitel 
Closter,  N.J. 


Paid  in  pounds? 

Sir:  As  a  1969  Wharton  M.B.A.,  I  am 
familiar  with  the  "earn  your  age" 


yardstick  (Careers.  Nov  >7  Howev 
I've  changed  my  yardstick.  Since  t 
age  of  30,  my  objective  has  been 
"earn  my  weight." 

— David  A.  Deutsch 
Sands  Point,  N.Y. 


Kaiser's  tragedy 

Sir:  Re  your  article  on  Kaiser  St( 
("An  American  tragedy,"  Oct  2(A 
was  called  in  as  executive  vice  prq 
dent  and  chief  financial  officer  of  K) 
ser  Steel  in  March  1982  and  retiij 
after  the  merger  with  Perma  was  coi 
pleted  in  April  1985.  Monty  Rial  d 
veloped  immediate  credibility  asii 
manager  and  entrepreneur;  he  slash 
overhead  and  began  selling  off  nq 
earning  assets. 

Kaiser's  problems  today  are  not  t 
result  of  the  Frates/Perma  acquii 
tion.  They  started  with  a  demise 
steel  mill  manufacturing  in  the  Ul 
and  the  tremendous  burden  of  beii 
fits  negotiated  by  the  steelworke 
union  and  have  accelerated  with 
cent  events,  such  as  illegal  dumpii 
by  the  Japanese  and  the  Koreans. 

Henry  Kaiser  was  an  entreprenei 


MERCURY  COUGAR. 

IT  CLEARLY  REFLECTS 
THE  SHAPE  YOU'RE  IN. 


For  more  information,  call  toll-free  1-300-822-9292. 

To  buy  or  lease,  see  your  Lincoln-Mercury  dealer. 
Buckle  up — together  we  can  save  lives. 


fcio  took  bold  risks,  used  incredible 
werage  and  incidentally  went  bust 
weral  times  before  he  succeeded. 
WCharles  H.  Black 
he  Chairman, 
Wrtron  Controls  Corp 
vatswortb,  Calif. 

livid  evidence 

ti:  Forbes  regularly  decries  Ameri- 
t  is'  lack  of  linguistic  ability,  cora- 
1  ring  unfavorably  the  relative  hand- 
le of  Americans  adept  in  the  Japanese 
Jiguage  with  the  virtual  armies  of 
Joanese  businessmen  speaking  at 
list  passable  English  representing 
B2ir  companies  in  the  U.S. 
;  Amusing,  then,  to  see  the  caption 
fi/aiting  to  sign  up  for  the  Hirohito 
cin  at  Mitsui  Bank"  (Dec  1)  under 
E  photograph  of  a  bank  carrying  two 
B^is  clearly  identifying  it  (in  Japa- 
\  se)  as  Mitsubishi  Bank,  a  quite  dif- 
rent  institution. 
monald  J.  Verga 
mnolulu,  Hawaii 

.  odel  is  born 

b:  Frank  Ranew,  an  account  super- 
's sor  here,  says  he  did  not  pose  for  the 
pv.  17  "Losing  the  battle  of  the 


bulge"  cover,  nor  did  he  approve 
Forbes'  use  of  his  likeness. 

— Charles  G.  Newton  Jr. 
Senior  Vice  President, 
Cohn  &  Wolfe 
Atlanta,  Ga. 


It  works 

Sir:  What  a  pleasant  surprise  to  read 
Malcolm  Forbes'  comments  (Fact  and 
Comment,  Oct.  6)  on  "Give  Her  'The 
Second  Wife  Treatment.'  "  A  fine 
idea.  After  59  years  of  marriage,  I  told 
my  bride  that  since  she  filled  the  bill 
completely,  I  was  going  to  give  her  the 
second  wife  treatment — and  it  works. 
She  likes  it  and  so  do  I. 

Perhaps  it  may  also  be  an  inspira- 


tion to  your  younger  readers  who 
don't  seem  to  take  marriage  seriously. 

— W.E.  O'Brien 
Dundee.  Ill 


Stockholder's  friend 

Sir:  Re  "Charlie's  cats  and  dogs"  (Dec. 
II  Since  Bluhdorn's  death,  the  market 
value  of  Gulf  &  Western  has  increased 
$2.8  billion. 

"Davis'  new  strategy  ..."  is  great 
for  the  stockholder. 
— Ronald  E.  Cramer 
Wi?inetka.  Ill 


Still  some  left 

Sir:  The  new  Internal  Revenue  Code 
Section  67  does  not  repeal  the  entire 
deduction  for  tax  preparation  expense 
(Taxing  Matters,  Nor.  17).  This  expense 
will  be  subject  to  the  new  limitation 
of  2%  of  adiusted  gross  income.  For 
tax  purposes  it  may  be  advisable  to 
pay  the  practitioner  now,  before  Janu- 
ary 1  and  the  reduced  deduction. 
— Paul  E  Monroe 
District  Manager, 
Loyal  Reader  and  Ean, 
H&R  Block 
Boston,  Mass. 


Success  is  setting  goals,  then 
achieving  them.  Our  goal  for 
Mercury  Cougar  was  not  only 
to  improve  the  way  it  looks, 
but  also  the  way  it  moves. 


We've  done  it  with  aero- 
dynamic headlamps,  flush- 
mounted  glass  and  subtle 
design  changes.  Together, 
these  improvements  have  sig- 


nificantly increased  Cougar's 
aerodynamic  efficiency. 

Mercury  Cougar.  A  driving 
achievement.  For  those  who 
are  driven  to  achieve. 


MERCURY  THE  SHAPE  YOU  WANT  TO  BE  IN. 


Software 
for  people  who  dorft  have 

computers. 


The  IBM  Assistant  Series. 

If  you're  a  person  who's  never  touched 
a  personal  computer,  remember  that 
until  recently,  no  one  else  ever  had  either. 
Computing,  it  seems,  is  contagious. 
So  maybe  you  should  be  thinking 
about  it.  When  its  your  turn  at  the  key- 
board, there  are  things  you'll  want  to 
know  about. 

One  of  them  is  the  IBM 
Assistant  Series:  a  family  of  pro- 
grams that  do  nearly 
every  thing  people  do 
with  IBM  PCs,  but 
easily  enough  for 
someone  who  is  just 
starting  out. 

For  people 
who  write. 

Word  processing 
is  for  anyone  who's 
ever  used  the  eraser 
end  of  a  pencil. 

It  lets  you  add 
new  words,  delete 
old  ones,  rearrange 
sentences,  fix  misspellings  and  more, 
just  by  pressing  a  few  buttons 

So  you'll  not  only  write 
faster,  you'll  write  better. 
(When  it's  easy  to  change 
things,  it's  easy  to  im- 
prove them.) 

IBM  Writing 
Assistant™  gives  you 
word  processing's  big 
gest  advantages  but 
without  some  poten- 
tial complications. 

There  are  no 
strange  commands  to 
learn,  help  is  right  at 
your  fingertips,  and 


what  you  see  on  the  screen  looks 
the  same  as  it  will  on  paper. 

Writing  Assistant  can  even 
check  your  spelling,  plus  there's 
a  built-in  thesaurus  to  help  you 
find  the  right,  correct,  perfect 
word . 

For  people  who  plan. 

IBM  Planning  Assistant™ 
helps  w  ith  budgeting,  analyzing, 
estimating,  and  even  some  occa- 
sional pie-in-the-sky  guessing. 

It  calculates  your  spreadsheet's 
columns  and  rows  (w  ith  all  the  nets, 
grosses,  totals  and  subtotals  you  can     *  \ 
want)  in  a  flash. 

Then  comes  the  next  best  part,  re- 
calculating. Make  changes  and  Planning 
Assistant  will  re-figure  everything  just 
as  quickly,  and  with  no  complaints. 

Suddenly,  complicated  "what  if?" 
questions  become  simple  "why  nots?" 

For  people  who  file. 

IBM  Filing  Assistant®  is  for  using  one 
ot  the  personal  computer's  most  unforget- 
table features. 

Its  memory. 

With  Filing  Assistant  you  can 
store  information  (thousands  of 
index  cards'  worth)  on  a  disk  not 
much  bigger  than  one 
index  card. 

And  you  design  the 
files  your  ow  n  way,  using 
a  computer  language  vou 
already  understand. 
English. 

Then  you  can  ask 
Filing  Assistant  for  the 
address  and  phone 
number  of  even  tennis- 
playing  salesperson  in 


anning  Assistant 


w 
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sales  district  #9.  and  it  will  find  the 
you  almost  instantly. 

For  more  information, 

Which  brings  up  another  questj 
'how  much?" 

Not  much.  Each  Assistant  Seriej 
gram  is  modesUv  priced.  So  they'rt 
easy  to  pick  up  as  they  are  to  pick  ij 

To  learn  more  about  the  IBM 
Assistants  (there  are  11  of  them),  vi 
an  Authorized  IBM  PC  Dealer. 

For  the  store  nearest  y  ou  and  a  fl 
brochure,  call  1-800-447-4700.  Im 
Alaska,call  1-800-447-0890;  in  Ca 
1-800-465-6600. 


Personal  Computer  Soft 


"With  all  thy  getting  get  understanding" 


Fact  and  Comment 

By  Malcolm  S.  Forbes,  Editor-in-Chief 


IRAN,  NICARAGUA  AND  RONALD  REAGAN 


No  one  in  the  Reagan  Administration  believes  more 
rongly  than  the  President  that  it  is  dangerously  futile  to 
ve  in  to  terrorist  blackmail. 

No  one  in  the  Reagan  Administration  believes  more 
rongly  than  the  President  that  it  is  dangerous  to  U.S.  and 
ee  World  security  to  have  a  communist  Nicaragua  as  a 
inion  to  Cuba  and  the  Kremlin. 

No  one  in  the  Reagan  Administration  has  more  heartfelt 
ncem  for  American  hostages  than  the  President. 


Somehow,  someones  were  persuaded  by  some  ones  that 
the  latter  two  priorities  could  be  furthered  by  some  give-up 
on  the  first.  Now  all  three  objectives  are  in  dire  trouble. 

Machiavellianism  just  isn't  in  President  Reagan's  make- 
up. Those  who  didn't  perceive  the  bottomless  pitfalls  of 
the  path  followed  have  badly  served  one  of  our  most 
decent,  straightforward,  honest  Presidents. 

The  price  will  be,  should  be,  their  heads. 

Which  they  weren't  using  anyway. 


BOESKY  IS— WAS— A  CHUNK  OF  THE  INSIDE  TRADER  ICEBERG 


d  his  sudden  meltdown  has  near-frozen  closely  cooper- 
ing greenblackmailers. 

Too  often,  by  accepting  from  nabbed  security  malpracti- 
oners their  Consent  to  go  forth  and  sin  no  more,  the  SEC 
as  seemed  to  be  all  gums  and  no  teeth.  No  more. 


As  more  bloated  Sbillions-manipulating  corporate 
greenblackmailers  bite  the  dust,  the  new  American  heroes 
are  going  to  be  the  Shad  Sheriffs  of  the  SEC. 

Nailing,  jailing  some  High  Visibles  among  illegal  insider 
traders  will  cause  many  to  cease  and  desist  for  a  while. 


BUT  THE  PROBLEMS  OF  TAKEOVERS  AND  LEGAL  GREENMAIL  REMAIN 


Corporate  takeovers  should  remain  completely  possible. 
Fueled  by  the  outrage  over  illegalities,  plus  widespread 
mcern  for  closings  that  often  follow  major  business  mar- 
ages,  many  measures  are  being  proposed  that  would 
verely  hobble  any  mergers  or  takeovers,  whether  they  be 
/  raiders  or  anyone  else.  Such  laws  and  regulations  would 
:  both  stupid  and  stifling. 

Why  should  executive  lunkheads  and  mediocrities  be 

A  FIRST  RATE  BREAK  FOR  NATO 

the  emergence  of  Georgia's  Democratic  Sen- 
or,  Sam  Nunn,  as  chairman  of  the  Senate 
rmed  Forces  Committee. 
Given  hundreds  of  Sbillions  in  defense  ap- 
opriations  in  recent  years,  our  armed  forces 
id  NATO's  are  less  ready  to  cope  with  a  Red 
lvasion  by  conventional  forces  than  they 
ere  when  Ike  first  shaped  them  up. 
Says  Senator  Nunn:  "If  we  had  a  war  tomor- 
)w  morning,  85%  of  U.S.  aircraft  that  landed 


locked  into  top  slots  they're  ineptly  filling? 
Greenblackmailing  can  easily  be  deep-sixed. 
As  suggested  here  21  months  ago  and  reiterated  in  F&C 
II  two  weeks  ago,  corporations  should  be  prohibited  from 
buying  back  any  shares  from  anyone  at  a  greater  price  than 
they  are  willing  to  pay  any  and  every  shareholder. 

That  would  put  not  just  a  crimp  but  a  clamp  on  the 
worst  greenblackmail. 

AND  OUR  DEFENSE  DEPARTMENT 

|  in  Europe  would  be  located  on  bases  where 
i  they  could  not  refuel  or  rearm.  .  .  .  Many  new 
\  efforts  do  not  require  additional  money,  but 
I  instead  a  focus  on  reorganization  and  revital- 
ized strategic  and  tactical  doctrine.  The  prima- 
ry cost  of  such  changes  would  be  in  shattered 
preconceptions  and  broken  traditions." 

Sam  Nunn  knows  the  score.  He  keeps  score. 
He'll  help  see  to  it  that  NATO  and  U.S.  armed 
forces  can  better  score  it  attacked. 


1986 — A  VINTAGE  YEAR  FOR  RESTAURANTS 

/here's  never  been  a  year  of  such  eaten'  excitement  than  the  availability  of  excellence  and  variety,  is  the 

in  the  Big  Afip/e,  dining  capital  of  the  world  No  city  probletn.  This  compendium  of  Bests  and  Specials  and 

anywhere  has  so  many  truly  fine  restaurants  provid-  Worsts  reflects  a  year  's  worth  of  earnest  eating  by 

ing  such  a  gamut  of  cuisbies  Affordabi/itv,  rather  four  Forbeses — sons  Robert,  Christopher,  Tim,  and  Fa 


*    *     *  ★ 


Chanterelle 
The  Four  Seasons 


This  is  the  briefest  Four  Star  list  we've  had  since 
beginning  these  ratings  14  years  ago,  but  more 


Maurice 

The  Quilted  Giraffe 


La  Grenouille 
Le  Cirque 
Lutece 

than  one  among  the  following  Three  Stars  will  be 
serious  contenders  for  a  Fourth  this  time  next  year. 


if      if      if  Arcadia 
Aurora 
Brive 

Gloucester  House 
II  Nido 

Some  words  about  the  newest:  Arcadia — This  1985  new 
star  shines  on  most  brightly.  Aurora — Joe  Baum's  greatest 
success.  Unpretentiously  spacious  and  gracious,  with 
imaginative  chefing  that's  not  into  preciousness  or  disso- 
nance. Brive — wonderfully  creative,  superbly  delicious, 
warmly  welcoming.  Lafayette — the  creme  de  la  creme  of 
NYC  chefs  are  impressed  with  this  wallet-walloper.  Le 
Bernardin — unequalled  in  the  instantaneousness  of  its 
top-drawer  success.  Dead  fish  never  had  it  so  good.  Shun 
Lee  Palace — Michael  Tong  is  New  York's  foremost  impre- 


La  Cote  Basque 
La  Reserve 
La  Tulipe 
Lafayette 
Le  Bernardin 


Le  Chantilly 
Le  Regence 
Montrachet 
Nippon 

Parioli  Romanissimo 


Petrossian 
Prunelle 
Shun  Lee  Pala< 
Tre  Scalini 


sario  of  Chinese  restaurants,  and  this  is  his  suram 
Among  the  surviving  Three  Stars  of  1985,  a  fadij 
Le  Chantilly  has  boomed  back  with  a  refreshed  decc 
reinvigorated  dishes  and  service.  Gloucester  House's  fi 
staples  are  fine  and  its  hot  biscuits,  elongated  corn  bre 
muffins,  wafer-thin  fried  zucchini  chips  and  melt-in-yoi 
mouth  slim  fried  onion  rings  are  unsurpassed.  Just 
themselves  they  make  a  meal  here  memorable.  Nippom 
quite  simply,  the  best  Japanese  restaurant  in  all  New  Yon 
Petrossian  is  caviar  in  every  sense  of  the  word. 


Special 


Arizona  206 — Innovative,  exciting,  "casual." 

Benihana — Before  your  eyes,  a  dazzling  show.  Blue  ribbon. 

Cafe  Marimba — Tex-Mex.  It  sparkles. 

Cafe  des  Artistes — Delicious  Christy  nudes  are  the  treat. 

Cafe  Luxembourg — As  preppy,  hip  and  good  as  ever. 

Dieci — Intensely  Uptown  Italian. 

Harry  Cipriani — Harry's  Bar  (Venice)  storms  New  York. 
Florent — Totally  offbeat.  Hardest  to  get  into.  Good  reasons. 
Fortune  Garden  Pavilion — Chinese  chic.  Unusual.  $$$. 
Fu's — Ditto. 

Hard  Rock  Cafe — A  real  burger  blast. 

Le  Steak — French-tasty-steak,  salad,  fries  are  untopped. 


Maxim's — As  in  Paris,  everyone's  from  out  of  town. 

Mortimer's — Here's  where  17  of  the  "21"  are  now. 

Oyster  Bar — The  only  thing  still  grand  at  Grand  Centra 

River  Cafe — A  first-rate  Brooklyn  anchor  for  the  bridge. 

Rockefeller  Center — Comes  in  three  different  flavors: 
American  Festival  Cafe — Good  food,  good  scene,  got 
fun.  Savories — Most  savory.  The  Sea  Grill — More  e 
pensive,  less  worth  it. 

Serendipity  3 — Real  treats.  Goodies  light  and  sweet. 

Tavern  on  the  Green — The  Central  Park  setting  sparkle 

Jams,  Hulots  and  Bud's — Qumtessentially  Cahfornian. 

Windows  on  the  World — In  clear  skies  you  can  see  foreve 


Worst 


Elmer's  Restaurant  and  Old  Homestead  are  perfect  ex- 
amples of  what  gives  steak  houses  a  bad  name.  Only 
The  Palm  is  deeper  in  the  pit.  Joanna — Hard  to  believe 
nee  was  popular.  One  Hudson  Cafe  and  The  Oyster 


Bar  at  the  Plaza  Hotel  continue  to  be  among  the  won 
One  wonders  how  they  manage  to  continue  at  all.  Til 
is  as  big  a  put-down  for  Chinese  food  as  Inagiku 
for  Japanese. 


DEAR 

One  of  the  Christmas  season's  greatest 
little  children  develop  with  Santa  Claus 
newspaper  The  Reveille  are  a  few  letters  it 

Ir'Dear  Santa,  I  want  a  baby  Care  Bear.  I  like  your  rein- 
Her.  I  will  leave  cookies  and  7-up  on  my  table. 

Love,  Heather  Parks,  6  years  old." 
h  "Dear  Santa,  I  want  you  to  bring  me  a  diesel.  Have  a  nice 
i  iristmas. 

Love,  Adam  Brown,  7  years  old." 
fa  "Dear  Santa,  I  want  a  Hugable  Bunch.  I  want  a  doll.  I 
pive  been  pretty  good  this  year.  I  will  leave  cookies.  I  will 
[  at  my  cousin's  for  Christmas. 

Love,  Martha  Oliver,  7  years  old." 
"Hi  Santa!  I  want  a  Robot.  What  do  you  want? 

Love,  Jeff  DeLong,  8  years  old." 
"Dear  Santa,  I  am  going  to  be  a  good  boy.  Why  don't  you 
ing  me  some  presents?  I  might  bring  you  some  presents. 

Love,  Robert  Weber,  6  years  old." 

CORRECTING  MISTAKES  SWIFTLY  IS 

more  important  than  admitting  them. 


SANTA 

joys  is  the  refreshingly  wonderful  rapport 
.  Here  from  Missouri's  Lake  of  the  Ozarks 
received  for  transmittal  to  the  North  Pole: 

"Dear  Santa,  How  are  you?  Please  have  a  safe  trip.  I  want 
a  castle  gray  skull. 

Love,  Barry  Huar,  7  years  old. 
"P.S.  I  will  be  better  next  year  if  you  bring  me  a  Castle 
Gray  Skull!" 

"Dear  Santa,  I  want  a  bunch  of  hot  wheel  cars.  I  want 
lots  of  oranges.  I  want  some  bananas,  some  grapes  and  a 
bunch  of  apples  and  pears.  I  want  a  leash  and  a  collar  and  I 
want  some  little  stompers.  I  want  some  arrows  and  a 
basketball.  I  want  some  teddy  bear  clothes  and  some  dog 
clothes. 

"Santa,  I  am  going  to  leave  some  cookies  for  the  reindeer 
and  some  cookies  and  flowers  for  you.  I  have  been  bad  but  I 
will  be  better  next  year!! 

Love,  Mark  Daniels,  7  years  old." 

YOU  ARE  NOT  OLD  UNTIL 

you  think  the  future  is  behind  you. 


BOOKS 


Flying 
msits 

Hive 
James 

y§  ~ : 


Flying  Visits — by  Clive  James 
(W.W.  Norton  &  Co.,  $14.95).  World 
travel  addicts  trying  to  write  for  their 
fix  are  a  dime  a  dozen.  But  literate, 
perceptive  and  sardonically  witty 
ones  are  far  fewer.  If  travelogs  are  your 
thing,  this  collection  of  our  Jetting 
times  is  for  you. 


Kcerpts:  On  my  first  flights  I  used  to  help  the  aircraft 
V.to  the  air  by  pulling  on  the  armrests,  and  help  it  land 
W  holding  the  seat  steady  with  my  braced  thighs, 
iepetition  has  soothed  the  nerves,  until  now  I  feel  as 
life  as  houses.  .  .  .  Firm,  fleshy  and  sensual,  the  Maca- 
\amia  nut  (accent  on  the  third  syllable — Macadaymia) 
I  the  perfect  nut.  Once  you  start  eating  them  there  is  no 
lay  of  stopping  until  you  faint.  .  .  .  I  visited  one  indefat- 
\able  commuter:  Pauline  Kael,  the  New  Yorker's  justly 
klebrated  film  critic.  She  lives  in  Stockbridge  in  Massa- 
chusetts. Instructions  arrived  at  the  Algonquin  telling 
he  how  to  get  there.  A  100  m.p.h.  cab  to  La  Guardia 
Vrport.  Then  a  tiny  twin-engined  Beechcraft  airliner  for 
,  one-hour  trip  to  the  Berkshires.  We  flew  through  a 
\  orm  all  the  way.  Lighting  his  cigarette  one-handed,  the 
\ilot  did  a  no-sweat  Buzz  Sawyer  routine  while  his  co- 
mot  made  a  great  show  of  understanding  the  map.  The 
lircraft  behaved  like  a  pair  of  underpants  in  a  washing 
\iachine.  Nonchalant,  I  occupied  the  time  by  reading.  I 
\as  reading  the  safety  leaflet,  but  at  least  I  was  trying: 
few  Yorkers  are  strong  on  cool.  As  we  raced  the  rain 
Awards  the  ground,  it  was  becoming  clear  to  me  where 
Miss  Kael  gets  the  toughness  of  her  prose  style,  fust 
liaking  it  to  the  office  every  week  must  hone  her  nerve 
\ke  a  hunting-knife. 


•  Carl  Mydans:  Photojour- 
nalist — by  Carl  Mydans  (Har- 
ry N.  Abrams,  $35).  What  a 
variety  this  famed  LIFE  snap- 
per covers  in  four  decades.  In 
198  black-and-whites  you  get 
shots  of  the  Great  Depression, 
WWII,  Chiang  Kai-shek,  the 
Finnish-Russian  War,  Mac- 
Arthur  returning  to  the  Phil- 
ippines, the  Korean  War  and 
the  bitter  battles  in  Vietnam. 

The  rise  of  Hitler,  and 
Mussolini's  more  pompous  struttings  before  Italy's  saw- 
dust Caesar  was  strung  up  are  tellingly  depicted. 


Officers  of  a  French  tank 
brigade  near  Verdun. 


Delaware — Small  Wonder — by  Kevin  Fleming  (Harry  N. 
Abrams,  $45).  Imagine — a  "state"  book  that's  colorfully 
superb.  In  this  magnificent  volume,  little  Delaware  looms 
large,  every  facet  fascinatingly  captured. 


Other  Comments 

Often  comments  by  others  stimulate,  irritate, 
abuse  or  amuse  this  editors  mina.-MSF 


America  Power 

For  a  time  [singer]  Kate  Smith  had 
exclusive  rights  to  perform  God  Bless 
America  in  public.  She  relinquished 
that  right  when  it  became  apparent 
the  song  had  achieved  a  significance 
beyond  that  of  just  another  new  pop 
tune.  Mr.  Irving  Berlin  and  Miss 
Smith  waived  all  royalties  from  per- 
formances of  God  Bless  America.  The 
loyalties  continue  to  be  turned  over  to 
the  Boy  and  Girl  Scouts  of  America. 

Both  the  song  and  Miss  Smith  expe- 
rienced a  curious  resurgence  of  popu- 
larity beginning  in  1969  when  the 
Philadelphia  Flyers  professional  hock- 
ey team  began  to  substitute  her  re- 
cording of  the  song  for  The  Star  Span- 
gled Banner  before  games.  The  team 
began  to  win  on  nights  the  song  was 
played.  As  the  team  improved,  the 
record  was  reserved  for  crucial  games, 
and,  at  the  end  of  the  1975-76  playing 
season  the  Flyers'  record  was  41  wins, 
5  losses  and  1  tie  on  nights  Kate 
Smith  sang  God  Bless  America. 

—Frank  J.  Prial,  New  York  Times 

English  Is  Apple  Pie 

Immigrants  who  know  English  as 
one  of  the  great  unifiers  of  America 
will  never  be  reconciled  to  those  oth- 
ers— many  Hispanics,  for  instance — 
who  refuse  to  accept  English  fully, 
thus  creating  an  ominous  dual  culture 
in  many  parts  of  the  U.S.  Language  is 
life.  For  many  immigrants,  the  true 


act  of  naturalization  occurs  when 
they  start  having  dreams  in  English. 

— Henry  Grunwald,  Time 

Junk  Equity 

Mr.  Roger  B.  Smith,  chairman  of 
General  Motors,  would  like  the  In- 
ternal Revenue  Service  to  define 
junk  bonds  as  equity.  This  would 
prevent  those  using  such  securities 
to  finance  takeovers  from  deducting 
the  interest  payments  from  taxes, 
just  as  dividend  payments  on  stocks 
are  not  tax  deductible. 

"It  will  do  more  to  wipe  out  some  of 
these  corporate  raiders  than  sending 
anyone  to  jail  because  you'd  be  hitting 
them  where  they  really  live,"  by  sub- 
stantially increasing  the  aftertax  cost 
of  takeover  attempts,  he  said. 
— Steven  Prokesch,  New  York  Times 

Celebrate  Love 

Dear  Cycle: 

Ever  since  I  was  6  years  old,  I  have 
wanted  a  motorcycle  in  one  form  or 
another.  My  parents  always  say  that 
motorcycles  are  too  dangerous,  that 
they're  too  impractical,  and  that  I 
might  turn  out  to  be  a  Hell's  Angel  if  I 
get  one.  I  have  tried  everything  I  can 
think  of  from  subliminal  seduction  to 
outright  begging.  Help! 

(Signed)  Desperate 

Dear  Desperate: 
Some  day  very  soon,  I  suspect,  your 


parents  will  take  a  long,  hard  look 
you,  and  they  will  conclude  that  tl 
young  man  standing  before  them 
both  their  product  and  his  own  pe 
son.  They'll  look  at  you,  and  undd 
stand  that  you  have  become  far  mo 
an  individual  they  must  trust  than 
child  they  can  protect. 

At  1 5  you  know  how  tough  growii 
up  is;  at  40  you'll  realize  how  ha| 
letting  go  is.  It  takes  a  lot  of  couraa 
But  whether  it's  next  month  or  thrj 
years  from  now,  you'll  likely  get  th| 
bike.  Do  something  for  me,  will  yoi 
Celebrate  something  beyond  a  dreai 
of  everlasting  years.  Understand  tha 
in  the  end,  your  parents'  trust  in  yc 
proved  more  powerful  than  their  fej 
of  motorcycles  and  the  edge.  Cell 
brate  that. 

— Phil  Schilling,  Cycle  magazit 


The  sinews  of  war  are 
not  gold,  but  good  soldiers 

— Niccolo  Machiave 


Right  On 

Officially,  Mortimer's  will  only  at 
cept  reservations  for  parties  of  six  \ 
more  but  in  fact  Glenn  Bernbaum,  wH 
often  answers  the  phone  himself,  wj 
happily  reserve  for  friends  and  ai 
quaintances.  "When  people  complai. 
I  tell  them  there's  no  point  in  owniu 
your  own  restaurant  if  you  can't  hoi 
tables  for  your  friends,"  he  says. 

— Patrick  McCarthy,  in  ' 

Too  Many  Bambis 

Besides  hanging  soap  [on  their  fru 
trees],  farmers  try  all  sorts  of  horri 
remedies  [to  protect  their  crops  froi 
the  largest  deer  herd  in  the  Nortl 
east].  They  use  dried  blood,  rotte 
eggs  and  even  smelly  old  clothes. 

Putnam  County  [N.Y.]  vintm 
George  Naumburg  resorted  to  lid 
urine  to  keep  deer  away  from  hi 
North  Salem  vineyards.  He  bougl 
the  extract  from  a  source  in  Georgi 
dabbed  cotton  in  the  solution  ar 
hung  it  near  the  vines.  Naumbui 
gave  it  up  when  he  expanded  froi 
half  an  acre  to  18 — his  supplu 
couldn't  keep  up,  and  neither  tt 
Bronx  Zoo  nor  the  local  Lions  Cll 
would  help  out.  "It  might  be  easier  ju: 
to  rent  a  lion  to  stalk  the  deer,"  s&) 
David  Earl  [who  has  tried  tapes  < 
rock  'n'  roll  to  protect  his  yews].  "Bi 
what  I  never  understood  was  how  the 
got  the  lions  to  go  in  those  tiny  cups. 

— Franz  Lid 
NY.  Nf.  CT.  Real  Estai 


BEftR 
STEARNS 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 

New  Issue 

$100,000,000 

GMAC 

FINANCIAL  SERVICES 

General  Motors  Acceptance  Corporation 

73/4%  Notes  Due  December  1,  1993 

Interest  payable  |une  1  and  December  1 

Price  100% 

Plus  accrued  interest  from  December  1,  1986 

Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained  from 
the  undersigned  in  any  State  in  which  this  announcement  is  circulated, 
and  where  such  securities  may  lawfully  be  offered. 

Bear,  Stearns  &  Co.  Inc. 

New  York/Atlanta/Boston/Chicago/Dallas/Los  Angeles/San  Francisco 
Amsterdam/Geneva/Hong  Kong/London/Paris 

December  1986 


This  announcement  is  neither  an  offer  to  sell  nor  a  solicitation  of  an  offer  to  buy  any  of  these  securities. 
The  offering  is  made  only  by  the  Prospectus  Supplement  and  the  related  Prospectus. 

New  Issue 


$100,000,000 

WARISER 


Warner-Lambert  Company 

71/2%  Notes  Due  December  1, 1993 

Interest  payable  lune  1  and  December  1 

Price  100% 

Plus  accrued  interest  from  December  1,  1986 

Copies  of  the  Prospectus  Supplement  and  the  related  Prospectus  may  be  obtained  in  any  State 
in  which  this  announcement  is  circulated  from  only  such  of  the  Underwriters,  including 
the  undersigned,  as  may  lawfully  offer  these  securities  in  such  State. 

Bear,  Stearns  &  Co.  Inc. 

The  First  Boston  Corporation 

Goldman,  Sachs  &  Co. 


December  1986 


Morgan  Stanley  &  Co. 

Incorporated 


TRUMP  PLAZA  OF  THE  PALM  BEACHES 


2  and  3  Bedroom  Residences,  Penthouses  and  Grand  Penthouses  •  From  $272,000  to  $1,500,000 
800-833-0258  (in  Florida  call  305-655-2555) 
A  property  of  Donald  Trump  and  The  Trump  Organization 

This  advertisement  is  not  an  offering  which  can  be  made  only  by  a  formal  prospectus. 


kct  and  Comment  II 

By  MS.  Forbes  Jr.,  Deputy  Editor-in-Chief 


TO  CEASE  ASSISTING 

te  Nicaraguan  freedom  fighters  because  they  were  un-  Sandinistas  have  made  it  clear,  just  as  Castro  did  a  quarter 
itting  recipients  of  moola  from  the  Ayatollah  would  be    of  a  century  ago,  that  they  will  work  to  subvert  their 


travesty.  They  didn't  dream  up  the 
ea.  Aid  to  the  contras  should  be 
dged  on  its  merits  and  not  discon- 

:  iiued  in  the  aftermath  of  the  Ad- 
inistration's  misdealing  with  Iran. 
The  case  for  continued  assistance  is 

pmpelling.  The  Sandinista  regime  is 
talitanan,  a  creature  of  Havana  and 


|  neighbors,  which,  if  left  unchecked, 
£  could  in  the  future  include  Mexico. 
|  Their  army  has  been  increased  many- 
1  fold;  someday  you  can  expect  to  see 
|  Nicaraguan  troops  perform  Cuban- 
u  like  chores  in  Africa  and  elsewhere. 
We  should  lavishly  support  the 
contras  until  we  get  a  government 
in  Nicaragua   that   will  hold  and 


ioscow.  These  Communists  have  Contras.  Our  fight,  too. 
iven  out  moderate,  democratic  elements  from  their    abide  by  periodic,  free  elections. 

lovement.  We  shouldn't  sit  back  and  permit  the  Soviets  to  To  undercut  the  contras  would  be  a  cop-out  that 
.tabhsh  a  satellite  regime  on  the  American  mainland.  The    would  eventually  cost  Americans  dearly. 


GETTING  ISRAEL 

Tel  Aviv — Israel  has  been  in  the  news  lately,  thanks  to 
le  Iranian  arms  scandal.  But  there  is  another  less  publi- 
zed  story  that  will  have  considerable  bearing  on  us  both: 
le  health  of  the  Israeli  economy. 

A  vibrant  economy  would  mean  a  stronger,  more  self- 
lliant  ally  for  us.  It  would  mean  more  self-respect  and 
nmigration  for  Israel. 

Thanks  to  measures  taken  by  the  so-called  National 
j  nity  government,  the  Jewish  state  has  made  progress 
<iat  would  have  seemed  impossible  a  couple  of  years  ago. 

Inflation  has  been  reduced  from  an  annual  rate  of  almost 
:j  000%  to  less  than  25%.  The  trade  deficit  and  budget 

aficit  have  both  been  sharply  cut.  The  Israeli  shekel,  once 
vnonymous  with  confetti,  has  maintained  a  stable  value 
gainst  the  dollar  for  almost  two  years.  Moreover,  these 

:sults  were  achieved  without  significant  unemployment. 
<  The  ingredients  are  here  for  making  this  country  the 
jwitzerland-cum-Taiwan  of  the  Middle  East.  Israel's  grcat- 
1st  asset  is  her  labor  force,  which  is  highly  educated  and 

ard-working.  She  has  an  abundance  of  talented  engineers, 

reative  entrepreneurs,  gifted  scientists. 
Why  then  the  persistent  subperformance  of  her  econo- 

ly?  What  must  Israel  do  now  to  get  that  economy 
Irowing  vigorously  again,  as  it  did  in  the  1950s  and 
1960s?  Defense  is  an  obvious  drain.  But  in  the  writer's 


MOVING  AGAIN 

view,  an  even  greater  problem  lies  in  overregulation  and 
overtaxation.  The  levy  on  corporate  profits  can  go  as 
high  as  61%.  The  Israeli  worker  reaches  the  60%  bracket 
at  $12,000.  The  state  has  totally  dominated  the  capital 
markets;  banks  are  unable  to  make  business  loans 
without  government  approval. 

Regulation  is  rife.  One  small  example:  An  American 
who  now  lives  in  Israel  recently  wrote  an  indignant  letter 
to  the  Jerusalem  Post  telling  how  a  supermarket  in  his  town 
decided  to  stay  open  until  10  p.m.  The  township  responded 
by  passing  an  ordinance  prohibiting  stores  from  staying 
open  later  than  7  p.m.  Why?  Because  other,  more  compla- 
cent merchants  complained. 

There  is  growing  agreement  about  the  need  to  deregu- 
late, to  reduce  taxation,  to  privatize  government-owned 
businesses.  The  most  immediate  debate  concerns  taxes. 
Finance  and  economic  experts  argue  that  the  Treasury 
can't  afford  to  pare  those  onerous  exactions. 

Under  the  circumstances,  Israel  can't  afford  not  to  cut 
them.  Given  the  current  levels  of  taxation,  government 
losses  in  revenues  would  be  minimal  and  would  be  quickly 
made  up  in  the  near  future  by  vigorous  economic  growth. 

A  substantial  reduction  in  income  tax  rates  would  ignite 
this  economy.  The  people  capital  is  there;  what's  needed  is 
incentive  for  this  capital  to  go  to  work  productively. 
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What's  Ahead  for  Business 


Edited  by  Howard  Banks 


THE  IMPACT  OF  TAX  REFORM  ON  CONSTRUCTION 


There's  a 
false  glow  in 
the  present  bustle 


A  glut  will 

have  to 
be  absorbed 


Further  cuts  in 
interest  rates 
may  not  pack 
much  punch 


Construction  is  in  a  miniboom  right  now,  but  there  is  good  reason 
to  doubt  it  will  last. 

Overall,  construction  in  the  first  ten  months  of  1986  was  6%  higher 
than  during  the  same  period  a  year  earlier.  Mostly,  the  increase  is  a 
result  of  buoyant  residential  building.  Single-family-home  construc- 
tion in  October  was  up  23%  over  the  same  month  a  year  earlier. 

Multiunit  construction  was  well  up,  too,  as  builders  pushed  to  take 
advantage  of  pre-tax-reform  rules,  which  run  out  on  Dec.  31  (such  as 
19.1-year  depreciation  on  rental  units,  vs.  30-year  under  the  new  rules). 

Nonresidential  building  saw  a  flurry  of  activity  in  October  for  the  same 
reason — to  qualify  for  treatment  under  the  old,  more  lenient  tax  rules. 

It  threatens  to  be  a  different  story  under  the  new  tax  rules  in 
1987,  especially  for  nonresidential  building.  National  vacancy  rates 
now  average  17%  for  offices  (with  much  worse  pockets  in  the  South- 
west) and  6%  for  factory  and  industrial  space. 

That  glut  will  have  to  be  absorbed — price  cuts  ahead — before  supply 
and  demand  rebalance  and  encourage  new  building. 

And  with  factories,  more  companies  adapt  existing,  older  buildings  left 
empty  after  some  outdated  business  was  shut  down,  rather  than  build 
new.  It's  rarely  an  ideal  match,  but  it's  cheaper. 

The  prospects  for  residential  housing  are  better,  but  not  by  much.  Jane 
Mulvey,  forecasting  director  of  the  National  Association  of  Realtors, 
expects  an  overall  11%  turndown  in  1987  over  this  year  (22%  for 
multiple  units  and  nearly  6%  for  single-family  homes). 

But  put  that  in  perspective.  Housing  starts  for  all  of  1986  will  just  top 
the  1.8  million  mark,  7%  up  on  1985  and  well  up  on  the  gloomy  1.6 
million  many  experts  predicted  for  the  year  12  months  ago. 

The  extra  activity  is  mostly  a  result  of  interest  rate  cuts,  which 
lowered  mortgage  rates  and  improved  affordability. 

Further  rate  cuts  are  a  distinct  possibility  once  the  Federal  Reserve 
finds  that  the  economy  has  turned  soggy  in  the  first  part  of  1987.  Could 
that  work  the  same  magic  on  housing  for  another  year? 

Only  maybe.  Multiple  units  will  not  respond;  the  depressant  effect  of 
tax  reform  will  outweigh  lower  rates  for  professional  landlords.  Indi- 
viduals will  still  be  able  to  deduct  mortgage  interest  (the  last  remain- 
ing major  tax  break).  Single  unit  sales  will  depend  on  whether  consum- 
ers can  take  on  more  debt. 

Consumer  installment  debt  now  stands  close  to  20%  of  disposable 
income.  Moreover,  though  the  debt  statistics  overstate  the  situation, 
the  national  savings  rate  is  now  put  at  less  than  2%,  for  the  first  time 
ever.  And  even  that's  not  the  whole  story.  The  spending  boost  from 
lower  oil  prices  will  not  be  repeated,  and  real  disposable  income  will 
improve  only  modestly  despite  a  small  boost  from  lower  tax  rates. 
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Bad  news  for  manufacturing.  After  six  months  of  uninter- 
rupted increases,  the  Forbes  Index  closed  out  October 
with  a  0.5%  decline.  Why?  Manufacturers'  new  orders  for 
durable  goods  fell  5.1%  from  September  to  October,  while 
inventories  fell  by  only  0.4%.  This  is  an  ominous  sign  for 
the  troubled  industrial  sector:  The  industrial  production 
component  is  up  only  0.2%  since  July. 


On  the  positive  side,  prices  have  been  virtually  flat.  T| 
Consumer  Price  Index  inched  up  just  0. 1  %  in  October  an 
is  currently  increasing  at  an  annual  rate  of  less  than  It 
Despite  the  low  inflation  rate,  however,  the  Federal  RJ 
serve,  concerned  about  weakening  the  dollar,  will  proh 
bly  wait  for  West  Germany  and  Japan  to  lower  the 
interest  rates  before  cutting  the  discount  rate. 


The  Forbes  Index  Components 


The  Forbes  Index  is  a  measure  o(  U.S.  economic  activity 
composed  of  eight  equally  weighted  elements:  Total  in- 
dustrial production,  new  claims  for  unemployment  com- 
pensation the  cost  of  services  relative  to  all  consumer 
prices,  the  level  of  new  orders  for  durable  goods  com- 
pared with  manufacturers'  inventories,  total  retail  sales, 
new  housing  starts,  personal  income,  total  consumer 
installment  credit. 

To  measure  these  eight  elements,  Forbes  monitors  ten 
series  of  U.S.  government  data.  The  last  14  months'  data 
for  each  series  are  presented  at  right. 
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A  three 
quarterview 

of  the  future. 


It's  definitely  not  predictable.  Yet  its  everything  you  might  expect. 'Die  luxurious 
londa  Accord  1  Ai  4-1  )oor  Sedan.  For  once,  the  future  is  yours  to  see.  mnmrnn 


\    II..'.  Ir> 


one-centimeter  movement  of  the  earth's  crust 
can  sometimes  be  illuminating. 
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Technologies 


technology:  Bendix  laser 
ranging,  for  NASA's  laser  trac 
network,  beamed  from  earth 
satellite,  lasers  measure  eartl- 
crust  movements  as  little  as  or 
centimeter,  over  a  3,000  mile 
range,  from  Allied-Signal. 


K fit:  helps  scientists  gather 
jn  find  a  way  to  predict 
ifil  disasters  such  as  earth- 
Ks,  volcanic  eruptions,  and 
haves. 


future:  laser-ranging  observa- 
tions will  be  used  in  an  increasing 
number  of  countries  around  the 
world. 


Bendix  laser  ranging,  one  of 
Allied-Signal's  advanced 
technologies — focused  on 
aerospace,  electronics,  automotive 
products,  and  engineered  materials, 
for  facts,  call  1-800-243-8160. 


While  he  whines  to  the  media  about  being  exiled  from  the  U.S. 
tax-dodger'  Marc  Rich  and  his  pals  quietly  build  their  control  q, 
the  world  aluminum  market. 


Greed,  Inc. 


By  Allan  Dodds  Frank 
and  Ralph  King  Jr. 

If  you  take  seriously  the  inter- 
view he  recently  gave  to  Fortune, 
Marc  Rich,  the  fugitive  tax-dodg- 
er and  oil-price  gouger,  is  a  loving 
family  man  who  feels  he  did  nothing 
wrong  and  yearns  to  return  to  the  U.S. 
from  his  exile  in  Zug,  Switzerland. 
Perhaps,  however,  you'd  be  smarter  to 
believe  what  the  metals  traders  are 
saying  but  Rich  didn't  tell  his  inter- 
viewer: that  he  and  his  equally  disrep- 
utable partner,  Pincus  Green,  are  try- 
ing to  get  control  of  a  huge  chunk  of 
the  world  aluminum  market.  They 
are  tying  up  both  independent  smelt- 
ers and  independent  suppliers  of  raw 
materials  for  aluminum.  Big  integrat- 
ed companies,  the  Alcans  and  the  Al- 
coas,  are  outside  their  net,  but  what 
remains  still  amounts  to  several  bil- 
lion dollars.  It  also  influences  prices 
for  the  rest  of  the  industry. 

Rich  and  Green,  both  52,  fled  the 
U.S.  in  the  summer  of  1983  ahead  of  a 
65-count  criminal  indictment  from 
the  U.S.  Justice  Department.  It 
charges  t-hem  with,  among  other 
things,  orchestrating  the  criminal 
evasion  of  $48  million  in  taxes  and 
rigging  a  huge  illegal  oil-pricing 
scheme. 

So  far,  the  U  S  government  has 
turned  down  cold  any  attempts  by 
Rich  to  settle.  Hence,  his  lavish 
spending  on  press-agentry  and  the 
magazine  interview  wherein  he  was 


permitted  to  pose  as  a  wronged  party. 

The  fact  is,  Rich's  thirst  for  profit 
remains  insatiable.  Owing  loyalty  to 
no  country,  he  and  partner  Green 
shelter  in  Switzerland,  where  their 
money  buys  safety  from  extradition 
and  from  U.S.  justice. 

Last  month  the  Malaysian  govern- 
ment disclosed  that  in  the  early 
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Marc  Rich 


He  is  "the  number  one  issue. 


1980s,  it  enlisted  Rich  to  manipulate 
the  world  tin  market.  Tin  price) 
surged  from  July  1981  until  February 
1982,  up  from  about  S  13,000  a  metric 
ton  to  nearly  SI 7,000.  Rich's  actions 
precipitated  a  crisis  in  the  tin  markei 
and  ultimately  helped  force  the  Lon 
don  Metal  Exchange  to  discontinue 
trading  in  tin  last  year.  Today  tin  goes 
begging  at  S6,500  a  ton. 

Now  aluminum.  Traders  believe 
Rich  today  exerts  a  powerful  influence 
over  the  world  production  of  bauxite 
and  moves  the  world  prices  of  alumina 
(the  semirehned  ore)  and  aluminum 
ingots,  the  finished  product.  Report^ 
James  King,  a  metals  consultant  in 
England  for  multinational  aluminum 
producers:  "If  you  talk  about  what's 
happening  in  the  aluminum  industry] 
this  is  the  number  one  issue." 

Cynical  and  greedy  they  may  be, 
but  Rich  and  Green  are  brilliant  trad- 
ers, adept  at  moving  commodities 
from  where  they  are  in  abundance  to 
where  they  are  needed.  As  a  result, 
they  are  welcomed  by  many  Third 
World  countries  anxious  to  stabilize 
trade  and  earn  foreign  exchange. 
Rich's  agents  have  in  the  last  few 
years  struck  deals  for  bauxite,  alumi- 
na or  ingot  in  Brazil,  Egypt,  Jamaica 
and  Venezuela,  as  well  as  in  Australia, 
Japan  and  the  U.S. 

Much  of  the  aluminum  business  i9 
done  through  Clarendon  Ltd.  Claren- 
don? It's  the  new  form  of  the  company) 
Rich  and  Green  say  they  sold  to  their 
unindicted  partner,  R.  Alec  HackeLi 


jjie  Justice  Department  has  argued 

at  Rich  and  Green  still  control  Clar- 
lidon.  In  any  case,  Clarendon  was 
itlowed  to  resume  U.S.  operations  af- 
jr  paying  $150  million  to  settle  tax 

rasion  and  contempt  charges. 

Rich  and  his  associates  guarantee 
|irchase  of  bauxite,  alumina  or  ingot, 
hey  usually  get  very  favorable 
;rms,  given  their  willingness  and 
■Slity  to  buy  in  large  quantities. 
,  Take  Jamaica,  the  world's  fourth- 
•rgest  exporter  of  bauxite  and  sec- 
ld-largest  exporter  of  alumina, 
iines  owned  in  part  by  the  govern- 
ment produce  most  of  the  island's 
mxite.  A  government-run  plant 
irns  much  of  that  into  alumina. 

Last  year  the  Jamaican  government 
;reed  to  sell  Clarendon  the  right  to 

ke  100%  of  that  alumina  for  the 
bxt  ten  years.  (For  the  next  two 
(ears,  the  firm  is  taking  only  75%,  as 
id  contracts  are  worked  off.)  Often 
ich  pays  not  in  cash  but  in  oil  and 
jcher  commodities  his  government 
•lppliers  need. 

i  As  with  the  ore  refiners,  Rich  also 
hntracts  to  buy  ingot  output  from 
oielters.  He  uses  his  position  as  sup- 
tier  of  alumina  to  get  the  best  ingot 
trices,  but  will  bid  aggressively  to 
pntrol  ingot  capacity — as  when  he 
ron  the  ingot  production  of  the  gov- 
jmment-owned  smelter  in  Nag  Ham- 
hadi,  Egypt,  away  from  big  Alusuisse 
1st  year.  Not  surprisingly,  Rich  ships 
lat  Egyptian  smelter  cheap  alumina 
rom  Australia. 

J  Note  that  by  buying  and  selling  his 
llumina  and  ingots  forward,  Rich  can 
iontrol  enormous  commodity  vol- 
jlmes  with  relatively  little  capital  at 
Lsk.  Rich,  in  effect,  purchases  the 
Imelters'  ingots,  often  for  a  so-called 
Dlling  fee  (which  is  usually  set  at 
jbout  75%  of  the  value  of  the  ingot), 
ligots  are  currently  priced  at  about 
1.1,135  per  metric  ton.  The  alumina 
jnd  shipping  costs  represent  another 
|o%  or  so.  Thus  Rich  locks  in  a  5%- 
lus  margin  on  his  ingots. The  ingots 
|ave  often  been  presold  to  third-party 
jisers,  the  aluminum  fabricators. 

Benefiting  Rich  are  the  major  inte- 
grated producers,  which  have  been 
asting  off  marginal  capacity  in  an 
(iffort  to  cut  costs  and  to  abandon  a 
:pw-margin  business  that  only  helped 
mpply  their  nonintegrated  competi- 
tors anyway.  These  smelters,  like 
post  government-owned  ones,  are 
isually  hard-pressed  for  cash  and  wel- 
come tolling  agreements.  These 
1  greements  are  similar  to  "netback" 
leals  in  oil,  where  the  raw-material 
upplier  agrees  to  tailor  his  price  to 
he  ultimate  selling  cost  of  the  fin- 
shed  products.  Nice  for  Rich  and  co- 


horts: Whether  the  price  is  high  or 
low,  they  get  their  fat  middlemen  cuts 
all  along  the  line. 

As  the  integrated  producers  leave 
the  third-party  market  for  ingots  to 
Rich,  the  wily  trader  wins  in  two 
ways.  First,  marginal  refiners  and 
smelters  usually  gain  concessions 
(lower  wages,  say,  or  subsidized  elec- 
tricity) from  politicians  determined  to 
keep  the  plants  open,  enabling  Rich  to 
contract  at  lower  cost.  And  not  just  in 
the  Third  World. 

In  Hannibal,  Ohio,  for  example,  Re- 
vere Copper  &  Brass  and  Consolidat- 
ed Aluminum  sold  a  270,000-ton-a- 
year  smelter  on  easy  terms  to  a  man- 
agement group  in  a  leveraged  buyout. 
To  keep  the  plant  open,  workers 
agreed  to  cut  wages,  and  the  local 
electric  company  gave  relief  by  lower- 
ing power  bills.  Clarendon  signed  a 
tolling  agreement  for  a  portion  of  the 
plant's  ingot  output  for  three  years. 
This  will  assure  a  supply  of  raw  mate- 
rial to  a  marginal  business  that  is 
strapped  for  working  capital.  The 
plants,  supplied  with  alumina  by 
Rich's  associates,  can  produce  about 
25%  more  cheaply  than  unionized 
smelters  run  by  integrated  producers. 

Rich  also  benefits  because  he 
emerges  as  the  largest  single  trader  in 
the  spot  market  for  ingots,  with  all 
the  influence  on  prices  that  implies. 

The  current  world  demand  for  in- 
gots is  about  12  million  tons  a  year. 
Of  that,  the  major  producers  and  fabri- 


By  Richard  L.  Stern 

With  the  Feds  breathing  hot 
on  his  neck,  First  Jersey  Se- 
curities' Robert  E.  ("Come 
grow  with  me")  Brennan  has  decided 
to  make  his  living  elsewhere  than  in 
the  brokerage  business. 


cators — among  them  Alcan,  Alcoa 
and  Pechiney — take  9  million  tons, 
leaving  3  million  tons  for  everyone 
else.  But  the  supply  and  demand  of 
those  3  million  tons  set  the  world 
ingot  price,  including  the  transfer 
price  for  9  million  tons  moved  inter- 
nally by  the  integrated  producer-fabri- 
cators. The  prices  of  their  products 
tend  to  reflect  spot  market  ingot 
prices.  Rich's  estimated  1  million 
tons  give  him  enormous  influence, 
says  Stewart  Spector,  who  publishes 
an  aluminum  industry  newsletter. 

Aren't  Rich  and  his  pals  just  smart 
businessmen  filling  a  need  in  the  mar- 
ket? Up  to  a  point,  yes,  but  to  think  of 
Rich  and  Green  as  "just  traders"  is  to 
miss  the  point.  "Ingot  prices  have 
moved  30%  up  and  25%  down  in  the 
last  10  months,"  says  Jay  Sirdesh- 
pande,  Alcan's  director  of  metal  con- 
trol and  trading.  "Ordinarily  we'd  see 
that  kind  of  movement  over  five 
years."  Rich  and  Green,  and  Claren- 
don's Hackel,  are  in  the  enviable  posi- 
tion of  being  middlemen  who  have 
tremendous  leverage  over  both  sup- 
pliers and  customers — and  indirectly 
on  the  big,  integrated  producers. 

Forbes  estimates  that  Rich's  Marc 
Rich  &  Co.  A.G.  and  associates  are 
earning  $150  million  (pretax,  of 
course)  a  year  on  aluminum-related 
transactions.  Against  this  kind  of 
money,  and  considering  the  lavish 
way  Marc  Rich  lives,  what  do  a  few 
criminal  charges  matter?  ■ 


He  is  trying  to  peddle  the  33  offices 
and  750-plus  sales  staff  of  First  Jersey 
Securities  to  its  two  top  officers, 
Chairman  Frederic  Rittereiser  and 
President  John  Dell.  Peddle?  He's 
practically  giving  the  firm  away.  It 
can  be  had  for  as  low  as  $20  million, 
easy  terms. 


No  longer  able  to  pull  the  suckers  in  the 
way  he  once  could,  First  Jersey's  Bob  Bren- 
nan is  throwing  in  the  towel.  Anyone  want 
to  buy  a  brokerage  house? 

Bye-bye 
Bob  Brennan 


xan  insists  that  his  impending  sale  of  First  Jersey  Securities  i 
not  the  result  of  regulatory  pressure  but  simply  part  of  a  long 

planned  succession.  Maybe. 


Why  so  cheap?  Well,  the  name  First 
Jersey,  tainted  as  it  is,  isn't  worth 
much.  Nor  does  the  deal  include  S40 
million  or  so  in  liquid  assets  that 
Brennan  will  probably  take  with  him. 

All  of  which  would  leave  Ritter- 
eiser  and  Dell  with  a  no-name  securi- 
ties firm  needing  at  least  $10  million 
in  working  capital.  For  the  last  six 
months  the  two  have  been  seeking 
investors,  passing  around  Wall  Street 
some  never-before-revealed  First  Jer- 
sey financials.  These,  combined  with 
other  financials  obtained  by  Forbes 
dating  back  to  1978,  make 
luicy,  if  disillusioning, 
reading. 

First  Jersey's  income 
statement  for  the  fiscal 
year  ending  Nov.  30,  1985 
shows  net  income  of 
SI 2.2  million  on  revenues 
of  S95.7  million — 13  cents 
net  on  the  revenue  dollar. 
Merrill  Lynch,  by  con- 
trast, earned  only  a  bit 
over  3  cents  on  the  dollar. 
Was  First  Jersey,  then,  so 
much  more  efficient  than 
Merrill?  Not  at  all.  First 
Jersey  simply  milked  its 
unfortunate  customers 
mercilessly.  A  solid  $71.8 
million  of  its  revenues 
came  from  something 
called  "net  realized  dealer 
inventory  and  investment 
gains,"  while  commission 
revenues  totaled  a  scant 
S3  million. 

Got  that?  Any  other 
brokerage  house  with  hundreds  of 
salesmen  and  hundreds  of  thousands 
of  customers  would  be  expected  to 
generate  a  lot  more  than  S3  million  in 
commission  revenues.  Especially 
since  First  Jersey's  1985  financials 
show  $41  million  paid  in  sales  com- 
missions to  brokers — 14  times  as 
much  as  the  salesmen  brought  in  as 
commissions. 

No,  Bob  Brennan  wasn't  running  a 
charity. 

Readers  of  Forbes  may  remember 
that  back  on  July  16,  1984  we  de- 
scribed First  Jersey's  operation  in  de- 
tail. The  firm  would,  for  example, 
have  its  salesmen  in  one  office  get 
customers  to  sell  a  given  stock  at  a 
low  price  while  its  salesmen  in  anoth- 
er office  were  persuading  their  cus- 
tomers to  buy  the  same  stock  at  a 
much  higher  price. 


First  Jersey,  as  the  marketmaker  in 
the  stock,  bought  from  the  customers 
in  the  first  office  and  sold  to  the  cus- 
tomers in  the  second,  pocketing  hefty 
profits  from  the  difference  in  the  price 
of  the  stock.  It  would  then  share  those 
profits  with  its  handselling  salesmen. 

For  years  Brennan  was  able  to  keep 
the  regulators  at  bay  with  his  lawyers, 
and  the  media  at  bay  with  threats  of 
lawsuits. 

Last  year  the  Securities  &  Exchange 
Commission  finally  got  around  to 
charging  First  Jersey  with  manipulat- 


ing prices  in  three  of  its  stocks.  More 
recently,  First  Jersey  settled  a  com- 
plaint by  paying  the  National  Associ- 
ation of  Securities  Dealers  a  $300,000 
fine  after  the  association  charged  that 
Brennan's  outfit  took  unfair  and  ex- 
cessive markups  on  securities  it  sold. 
Brennan  himself  agreed  to  a  S25.000 
fine  and  a  ten-day  suspension  from 
the  brokerage  business. 

Financial  records  obtained  by 
Forbes  for  1978  through  1985  also 
show  that  the  "Come  Grow  With  Us" 
firm's  own  spectacular  growth  started 
after  1980.  As  Brennan  began  hitting 
hard  with  print  and  TV  advertise- 
ments, revenues  shot  from  S6  million 
in  1979  to  $17.1  million  in  1980  and 
S35  million  in  1981.  By  1983  revenues 
were  up  to  S85  million,  with  invest- 
ment and  inventory  revenues  at  S60.9 
million;   m   1984  general  revenues 


were  $93  million,  in  1985  $95. 7  mi 
lion.  Commissions  to  brokers  ke| 
pace,  too,  hitting  S48  million  in  198 
up  from  $7.4  million  in  1980. 

But  as  Abe  Lincoln  said,  you  can 
fool  all  of  the  people  all  of  the  tim< 
not  even  if  you  are  a  supersalesma 
with  a  winning  way  on  TV  and  hav 
lots  of  powerful  friends.  Followir 
Forbes'  1984  expose,  other  people  il 
the  media  began  asking  Brennan  nai 
ty  questions. 

Whether  from  the  bad  publicity  < 
simply  because  Brennan  ran  out  \ 
patsies,  Rittereiser  ha; 
told  at  least  one  potentid 
investor  that  revenues  fcj 
1986  were  down  to  aboij 
$70  million— a  25% 
cline  in  spite  of  the  fad 
1986  was  a  boom  year  fq 
Wall  Street.  On  the  otha 
hand,  profits  might  nq 
have  dropped  so  sharply 
According  to  Rittereisei 
First  Jersey  has  cut  its  aq 
vertising  budget  from  $1 
million  in  1985  to  S3  mi 
lion  or  S4  million  fd 
1986.  Looks  like  profit) 
were  kept  steady  at  thi 
expense  of  the  future 
the  business. 

Brennan,  who  resigne 
as  First  Jersey's  chairmaj 
last  summer,  has  told  po 
tential  investors  that  hi 
impending  sale  of  tl 
business  is  not  the  resul 
of  regulatory  pressure.  I 
is,  he  says,  simply  part  of 
long-planned  succession.  Maybe. 

As  for  the  prospective  new  owners 
they  have  been  having  a  hard  turn 
raising  the  working  capital  they  sa' 
they  need.  They  have  vowed  to  tun 
First  Jersey  into  a  more  conventional 
full-service  Wall  Street  firm.  Bu| 
there  is  considerable  doubt  on  Tb 
Street  that  this  is  possible,  especiall' 
now  that  potential  investors  can  sa 
the  actual  numbers  behind  this  sleazi 
operation. 

The  whole  operation  was  a  kind  o 
bucket  shop,  gouging  customers  in  or 
der  to  turn  profits  and  supply  the  mon 
ey  needed  to  pay  for  the  expensive 
advertising  and  the  generous  sales 
commissions.  Not  surprisingly 
number  of  prospective  investors  have 
looked  at  the  deal  and  walked  away 

Put  it  this  way:  Would  you  invest  ill 
a  business  like  this?  ■ 


tome  folks  will  never  learn:  Financial 
lorp.  of  America  is  betting  the  bank  on 
nterest  rates . . .  again. 

I      Shades  of 
Charlie  Knapp 


By  Howard  Rudnitsky 
and  Allan  Sloan 


William  Popejoy,  chairman  of 
Financial  Corp.  of  America, 
figures  he  has  a  magic  formu- 
fi  for  curing  his  sick  company.  Last 
mmmer  he  persuaded  federal  regula- 
prs  who  oversee  his  company  to  ap- 
prove a  plan  for  the  nation's  largest 
javings  and  loan  to  grow  rapidly. 
How?  By  borrowing  billions  of  dollars 
'hort  term  at  less  than  7%  and  buying 
Ong-term  mortgage  securities  paying 
Ibout  9%. 

■  Wasn't  that  the  strategy  that  helped 
lush  Fincorp  to  the  edge  of  insolvency 
f  few  years  back?  Pretty  much.  Only 
'wo  years  ago  federal  regulators  drove 
:.yperaggressive  Charles  Knapp  out  of 

incorp,  in  part  for  doing  what  Pope- 

3y  is  doing  now. 

:  As  you  may  recall  (Forbes,  July  30, 
\984),  Knapp  borrowed  over  $5  billion 
hort  term,  invested  it  in  long-term 
'nortgage  securities  and  used  account- 
ing tricks  to  take  profits  while  defer- 
|ing  enormous  Josses.  The  Securities 
It  Exchange  Commission  made  Fin- 
orp  restate  its  earnings  and  show 
losses,  helping  spark  a  deposit  run  and 
prompting  the  regulators  to  boot 
iLnapp  out. 

Popejoy's  borrow-short,  invest-long 
actic  helped  Fincorp  show  a  $12  mil- 
ion  profit  for  the  third  quarter  of  1986 
lespite  bad  loans  and  other  wreckage 
nhented  from  Knapp.  Unlike  Knapp, 
Popejoy  isn't  playing  games  with  the 
iccounting.  Nor  is  he  doing  some  of 
Cnapp's  crazier  things,  such  as  specu- 
ating  in  American  Express  stock  or 
irbitraging  takeovers.  But  using 
ihort-term  money  to  buy  long-term 
Minnie  Mae  securities  exposes  him  to 
he  same  risk  Knapp  took:  If  long- 
erm  rates  rise,  his  Ginnies  drop  in 


Fincorp's  William  Popejoy 
Dejd  vu  all  over  again? 


value  and  he's  dead. 

Earning  a  2.5-to-3-point  spread  on 
billions  of  dollars  is  nice,  but  a  1 -point 
rise  in  long-term  rates  reduces  the 
value  of  30-year  mortgage  securities 
about  6%.  That  wipes  out  the  spread 
plus  a  good  hunk  of  the  capital. 

Popejoy  says  the  company's  un- 
hedged exposure  to  the  future  course 
of  interest  rates  was  $5  billion  during 
the  third  quarter,  and  that  most  of  the 
money  was  invested  in  long-term 
mortgage  securities.  However, 
Forbes'  reading  indicates  that  the  ex- 
posure was  a  good  20%  higher  than 
Popejoy  says — at  least  $6  billion.  The 


exact  level  doesn't  really  matter. 

Fincorp's  reported  net  worth  is 
$294  million — and  even  that  is  fic- 
tion, because  the  company  carries 
more  than  $1  billion  of  intangible  as- 
sets on  its  books.  With  such  a  thin 
capital  base,  it  would  not  take  much 
of  a  loss  on  a  $5  billion  portfolio  to 
blow  Fincorp  away.  A  1 -percentage- 
point  rise  in  rates  could  just  about  do 
the  job. 

This  kind  of  gambling  isn't  what 
Popejoy  was  hired  to  do.  He  was  sup- 
posed to  clean  up  Knapp's  act  and 
shrink  Fincorp  to  manageable  size.  In- 
stead, he's  expanding  rapidly,  mostly 
by  loading  up  on  Ginnies.  Fincorp's 
assets  were  $34.1  billion  on  Sept.  30, 
up  almost  25%  from  $27.6  billion  a 
year  earlier.  It  takes  special  dispensa- 
tion from  the  feds — and  an  exemplary 
balance  sheet — for  other  S&Xs  to 
grow  that  quickly. 

"I  know  in  some  quarters  this  isn't 
popular,"  Popejoy  says,  "but  it's  the 
best  course  for  us,  and  the  regulators 
agree.  We  realized  that  the  only  way 
we  could  have  a  chance  was  to  sub- 
stantially increase  assets."  Popejoy 
concedes  that  if  Fincorp  continued  its 
old  strategy,  the  company  would 
hemorrhage  to  death. 

The  hemorrhaging  is  real  enough. 
Popejoy  points  out  that  despite  two 
years  of  declining  interest  rates  and 
substantial  cost-cutting,  "We  still 
lost  money  from  spread  operations  in 
the  second  quarter."  The  company's 
interest  outgo  exceeds  interest  in- 
come because  it  has  $3.1  billion  of 
non-interest-producing  assets. 

Fincorp's  desperate  gamble  doesn't 
involve  just  Popejoy.  Right  behind 
him  stands  Edwin  Gray,  chairman  of 
the  Federal  Home  Loan  Bank  Board. 

Gray  has  two  problems.  First,  the 
Federal  Savings  &  Loan  Insurance 
Corp.,  which  backs  S&.L  deposits,  is 
virtually  broke  and  can't  afford  to  bail 
out  Fincorp.  Second,  Gray  approved 
the  1983  acquisition  of  First  Charter 
Financial  that  more  than  doubled  Fin- 
corp's Size,  so  he  bears  more  than  a 
little  responsibility  for  the  company's 
current  travail. 

The  script  certainly  sounds  famil- 
iar. In  1984  Knapp  backed  into  a  cor- 
ner because  bad  loans  and  other  prob- 
lems were  threatening  to  overwhelm 
him.  Thus,  he  gambled  wildly  by  bor- 
rowing billions  short  and  lending 
long,  figuring  that  he  would  recoup 
his  losses  if  he  was  right,  and  the 
regulators  wouldn't  let  Fincorp  go 
broke  if  he  was  wrong.  Now  Popejoy 
and  Gray  are  rolling  the  dice  as  they, 
too,  are  backed  into  a  corner.  As  they 
say,  it's  deja  vu  all  over  again.  ■ 


If  you  think  the  Koreans  will  be  satisfied 
with  the  low  end  of  the  U.S.  auto  business, 
you  dont  know  much  about  Korea. 


Foot  in  the  door 


By  Marc  Beauchamp 


DO  YOU  HAVE  TO  HAVE  a  priCC 
image  the  rest  of  your  life?" 
asks  Max  Jamiesson,  chief  oper- 
ating officer  of  Hyundai  Motor  Ameri- 
ca. Less  than  a  year  after  the  low-priced 
Excel  subcompact  pushed  its  way  into 
the  U.S.,  South  Korea's  Hyundai  Motor 
Co.  plans  to  move  into  more  expensive 
cars.  By  1988  Hyundai  will  add  a 
compact  model  to  its  line  of  sub- 
compacts  and  is  thinking  of 
weighing  in  shortly  thereafter 
with  a  sports  car. 

"Korean  people  are  very  fast," 
boasts  S.H.  Park,  chief  executive 
of  the  Garden  Grove,  Calif,  com- 
pany, which  sells  cars  built  by 
Korea's  $14  billion  conglomerate. 

Price  has  been  the  key  to  Hyun- 
dai's success  so  far.  In  1986  the 
average  price  out  the  door  for  a 
smartly  equipped  Hyundai  Excel 
was  just  $7,000.  Hyundai  simply 
moved  into  a  market  the  Japanese 
are  leaving.  With  the  strong  yen, 
the  Japanese  no  longer  have 
much,  if  any,  cost  advantage. 
With  $3  an-hour  automotive  la- 
bor, the  Koreans  still  have  a  big 
cost  advantage. 

Seeing  the  writing  on  the  wall, 
the  Japanese  have  taken  a  piece  of 
Hyundai.  Mitsubishi  Corp.  and 
Mitsubishi  Motors — the  latter 
24% -owned  by  Chrysler — jointly 
own  15%  of  Hyundai  Motor.  Mit- 
subishi Motors  engineered  1.5-li- 
ter engines  and  drive  trains  for 
the  Excel  and  supplies  the  auto- 
matic transmission.  In  return,  in 
1987  Hyundai  will  supply  30,000 
excels  to  Mitsubishi  for  sale  in 
:  U.S.  under  the  Mitsubishi 
name  Precis. 
Budgeting  a  fat  $25  million  last 


year  for  advertising  in  the  U.S.,  Hyun- 
dai hit  hard  at  the  theme  "cars  that 
make  sense."  Its  U.S.  selling  arm  care- 
fully lined  up  160-plus  dealers,  whose 
average  investment  tops  $2.7  million. 
(Hyundai's  Korean  rival,  Daewoo,  has 
adopted  a  different  strategy;  its  sub- 
compact  will  be  sold  here  by  General 
Motors.) 

In  just  ten  months  of  1986,  Ameri- 


Hyundai's  S.H.  Park 
"Koreans  are  very  fast." 


cans  bought  160,000  Excels— 60,00( 
more  than  Hyundai's  original  goa 
and  a  record  for  a  first-year  import 
Park's  prediction  for  calendar  1 9871 
250,000  units.  If  he's  on  target,  Hyuni 
dai  could  pass  Volkswagen,  Subaru 
and  Mazda  to  become  the  numbe 
four  import  after  Honda,  Toyota  and 
Nissan. 

Hyundai  Motor  America's  Max  Jal 
miesson  was  formerly  a  top  executiv* 
with  Toyota's  U.S.  sales  arm.  Hi 
makes  it  clear  that  Hyundai  plans  to 
do  precisely  what  the  Japanese  did 
break  in  at  the  cheap  end  of  the  mar 
ket,  then  infiltrate  the  more  profit) 
able  middle  of  the  market.  "Withit 
three  to  five  years,"  he  says,  "we'(j 
like  to  have  a  range  of  models  lik< 
that  enjoyed  by  Honda.  We  want  to 
a  solid  car  company.  We  can't  do  i| 
with  one  model." 

The  compact  car  due  in  1988  will  bi 
a  successor  to  the  Hyundai  Stellar,  . 
2-liter  sedan  currently  selling  in  Can) 
ada.  It,  too,  will  have  an  engine  anc 
transmission  designed  by  Mitsubishi 
Motors.  Hyundai  plans  to  build  a  $30( 
million  manufacturing  plant  in  Canal 
da  by  fall  1988  that  will  be  capable  o 
building  100,000  such  cars  a  year  b1 
the  early  1990s.  It  was  part  a 
Hyundai's  strategy  to  blitz  thj 
Canadian  market  before  tacklin 
the  tougher  U.S.  market.  Th 
subcompact  Pony,  a  precursor  ti 
the  Excel,  debuted  jn  1984  an< 
quickly  became  Canada's  leadin 
import. 

Hyundai's  top  brass  kno\> 
there  is  risk  in  their  strategy.  Ja 
miesson  recalls  Volkswagen' 
mistake  in  abandoning  its  low 
priced  Beetle.  "We'd  like  to  sta' 
with  a  low-priced  model  and  thei 
collectively  move  upmarket. 
Will  Americans  pay  $10,000-plu 
for  a  car  made  in  Korea?  "If  w 
brought  it  out  today,  we'd  mee 
resistance,"  concedes  Arthu 
Meissner,  national  sales  manag 
er.  Hyundai's  more  expensiv 
model  has  met  such  resistance  n 
Canada,  where  sales  of  the  Stella 
have  been  something  of  a  disap 
pointment,  and  Hyundai  latel 
has  had  to  resort  to  rebates  t' 
move  inventory. 

But  the  Koreans  are  prepared  v 
take  the  risks.  They  know  tha 
they  will  not  always  have  S3-an 
hour  labor  and  that  if  they  want 
permanent  part  of  the  U.S.  mai 
ket,  they  cannot  forever  sell  oi 
price.  "We're  not  in  the  busines 
of  selling  cheap  cars,"  insist 
marketing  chief  Gregory  Warnei 
"We're  selling  smart  buys."  ■ 


•/'  Takei  rehearses  "Pilgrimage:  Falling  Forest. "  In  dance,  as  in  other  arts,  Japanese  are  highly  innovative 
artial  arts  influence,  yes.  But  her  company  is  based  in  New  York. 
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p^er  centuries,  art  has  gone  where  the 
money  is.  Good-bye,  Europe.  Hello,  Japan. 


Follow  the  money 


By  Edwin  A.  Finn  Jr. 
with  Hiroko  Katayama 

Once  a  family  makes  its  first 
$50  million,  how  many  more 
cars  can  its  members  drive, 
liow  much  caviar  can  it  consume, 
low  many  mansions  occupy?  The 
jiext  step  in  conspicuous  consump- 
ion  is — you  guessed  it — art  collect- 
ng.  Who  runs  the  world's  strongest 
:ompanies  today,  and  who  possesses 


the  strongest  currency?  The  Japanese. 
So  the  Japanese  are  becoming  a  major 
presence  in  the  art  world,  as  both  col- 
lectors and  creators. 

At  Sotheby's  in  Hong  Kong  last 
month,  Seijiro  Matsuoka  paid  a  record 
$1.3  million  for  an  ancient  Chinese 
vase.  In  Hakone,  Japan,  a  Japanese 
television  magnate  has  filled  his  gar- 
den with  $10  million  worth  of  Henry 
Moore  sculptures.  Japanese  buyers  at 
Christie's  major  Impressionist  auc- 


tions in  New  York  this  year  spent 
$10.2  million,  a  fifth  of  the  total. 

Suntory  Breweries  and  Bridgestone 
Corp.,  among  others,  have  erected 
museums  in  Tokyo  to  house  their  art 
collections.  A  new  arts  district,  in  To- 
kyo's Shinagawa  area,  is  developing 
slowly.  Hard  by  Tokyo  Bay,  it  is  filled 
with  warehouses  much  like  those  in 
New  York  City's  Soho  area. 

"Art  stays  close  to  capital — I  don't 
know  how  you  avoid  it,"  says  New 
York  art  critic  Lawrence  Campbell.  "I 
don't  know  any  art  center  that  wasn't 
first  doing  well  financially." 

In  design,  too,  Japan  is  making  an 
increasing  mark.  Designers  like 
Hanae  Mori  have  made  Japanese 
clothing,  and  models,  popular  on  New 
York's  fashion  runways.  When  Los 
Angeles  decided  to  build  its  Museum 
of  Contemporary  Art,  it  chose  Arata 
Isozaki,  an  acclaimed  Japanese  archi- 
tect who  is  also  busy  with  projects  in 
Barcelona  and  Cairo. 

This  is  not  the  first  time  Japan  has 
affected  arts  abroad.  After  Commo- 
dore Perry  opened  the  island  nation 
to  Western  trade  in  1854,  Japanese 
prints  influenced  Impressionist  paint- 
ers such  as  Manet,  Postimpression- 
ists  such  as  van  Gogh  and,  later, 
architect  Frank  Lloyd  Wright.  In  the 


Louie  Nhona 


Gorob  Saitoh  with  paintings  of  his  hometown,  Nishio,  Japan 

As  for  imitating  Leonardo,  two  months  in  Paris  was  too  much. 


1890s  American  writer  Lafcadio 
Hearn  contributed  stories  on  Japanese 
society  to  the  Atlantic  Monthly,  much 
as  the  same  magazine's  James  Fallows 
has  been  doing  this  year. 

Today  the  Japanese  themselves  are 
slowly  rekindling  their  creative  heri- 
tage. The  Seibu  department  store,  Ja- 
pan's answer  to  Bloomingdale's,  has 
started  exhibiting  contemporary  art- 
ists in  its  galleries.  The  Hara  Museum 
of  Contemporary  Art,  now  in  its 
eighth  year,  is  rapidly  gaining  popu- 
larity, especially  among  people  in 
their  20s.  That's  a  good  sign,  says  mu- 
seum founder  Toshio  Hara:  "Unlike 
older  Japanese  people,  the  younger 
generation  is  able  to  accept  modern 
art  naturally." 

What  the  Japanese  are  only  slowly 
accepting,  avant-garde  Westerners 
have  eagerly  embraced.  Young  West- 
ern artists  are  beginning  to  flock  to 
Japan  much  the  way  earlier  genera- 
tions descended  on  Paris  and  Rome. 
Listen  to  31 -year-old  Jay  Mclnerney, 
American  author  of  the  bestseller 
Bright  Lights,  Big  City,  who  spent  two 
years  in  Kyoto  and  used  it  as  the  set- 
ting for  his  second  novel.  "I  wanted  to 
find  something  like  Paris  in  the 
1920s,"  he  explains,  "and  I  knew  it 
wasn't  Paris." 

Patterson  Sims,  associate  curator 
for  New  York's  Whitney  Museum, 
senses  an  excitement  in  the  Tokyo 
arts  scene.  "If  I  had  any  courage,"  he 
says,  "I'd  pack  up  and  move  there 
right  now." 

Goroh  Saitoh,  39,  is  one  of  many 
Japanese  artists  who  is  breaking  the 
shackles  of  Western  "superiority." 
He,  like  many  other  Japanese  artists, 
studied  Western  art  for  six  years  large- 


ly because  he  was  steeped  in  Japan's 
postwar  inferiority  complex.  Saitoh 
then  spent  two  months  painstakingly 
copying  the  Mona  Lisa  in  the  Louvre, 
but  that  triggered  rebellion.  The  artist 
decided  his  place  was  back  in  Japan, 
not  in  Paris  aping  some  long-dead  Ital- 
ian master.  In  the  ten  years  since, 
Saitoh  has  developed  a  style  that  is 


David  Hjm~lo 


Netsuke  rendering  o/Oishi,  a  Samurai 
All  but  cleaned  out  in  Japan. 


Japanese  of  the  19th  century  let 
thousands  of  tiny  treasures, 
known  as  netsuke  (pronounced 
NET-skee),  slip  right  through  their 
fingers.  These  miniature,  hand- 
carved  figures — depicting  animals 
and  people  from  Japanese  folklore 
in  scenes  ranging  from  the  erotic  to 
the  religious — now  fetch  up  to 
$90,000,  more  than  1,000  times 
what  Westerners  paid  for  them  in 
the  1930s. 


wildly  original  yet  deeply  Japaneg 
in  spirit. 

Heavy  Japanese  spending  is  ahead 
propping  up  art  prices,  particularly  f(j 
Impressionist  paintings.  Contempt 
rary  Japanese  art  may  be  next.  Aft< 
all,  American  art  prices  took  oft  aftfl 
New  York  emerged  as  the  precminerj 
art  center  in  the  1950s. 

But  not  yet.  If  Westerners  are  flocl 
ing  to  Japan,  some  of  Japan's  best  an 
brightest  are  moving  to  the  West.  Jaj 
anese  collectors  spend  millions  of  doi 
lars  buying  art  from  abroad  but  virtij 
ally  ignore  their  own  artists.  The  red 
son?  In  art,  as  in  finance,  the  Japanca 
are  conservative  investors.  They  pn 
fer  the  guaranteed  yield  of  bonds  q 
the  risk  of  stocks,  and  they  prefd 
well-known  Impressionists  to  mnov^ 
tive  young  Japanese  artists. 

Most  Japanese  galleries  exhibit  onl) 
established  artists,  and  even  then  on| 
rental  basis.  A  small,  two-week  shoi 
in  Tokyo's  tony  Ginza  district  couL 
cost  $3,000  in  rent  alone.  Steep  fas 
for  a  fledgling  painter.  "I  don't  kno^ 
how  they  make  it,"  says  Gavin  Finn 
an  American  painter  who  spent  hi 
childhood  in  Japan  and  exhibits  then 
regularly.  "They  must  save  up  for  twi 
years  just  to  have  a  show."  The  quicM 
est  way  for  a  Japanese  artist  to  prospe 
has  been  to  gain  acclaim  overseas,  an| 


Most  quality  netsuke,  dating 
from  the  Tokugawa  period  (1603- 
1867),  are  now  in  the  hands  of 
Americans  and  Europeans.  Japan, 
says  one  collector,  has  been 
"cleaned  out." 

How  did  the  Japanese  miss  out  in 
their  own  backyard?  In  the  To- 
kugawa period,  netsuke  were  utili- 
tarian, not  high  art.  The  wood  and 
ivory  figurines  were  used  to  hitch  a 
sort  of  pocketbook  or  pouch  to  the 
sash  on  a  kimono.  By  the  late  19th 
century,  though,  kimonos  were 
falling  out  of  fashion,  and  the  Japa- 
nese sold  netsuke  to  acquisitive 
Americans  and  Europeans  for  next 
to  nothing. 

Charles  A.  Greenfield,  a  Man- 
hattan collector  whose  netsuke 
collection  has  been  displayed  at 
the  Metropolitan  Museum  of  Art, 
says  the  Japanese  have  been  trying 
to  buy  them  back — with  little  suc- 
cess so  far.  Greenfield  began  his 
netsuke  collection  in  the  1930s 
when  the  figurines  went  for  under 
$50. — Edward  Giltenan 


The  netsuke  that  got  away 


W)rk,work,work. 


If  your  visa  stamps  from 
itoss  the  Pacific  are  starting  to 
ok  less  like  souvenirs  and  more 
<e  battle  scars,  try  flying  the 
iendly  skies  next  time. 

United  can't  make  the  dis- 
nces  less.  But  we  can  make 
iem  easier. 

Our  Royal  Pacific  Service 


will  look  after  you  all  the  way  to 
Tokyo,  Osaka,  Hong  Kong,  Bang- 
kok, Taipei,  Singapore,  Manila, 
Sydney,  Melbourne,  Seoul,  Shang- 
hai, Beijing,  and  Auckland. 
With  convenient  service  from 
over  150  U.S.  cities. 

In  fact,  United  flies  to  more 
cities  over  there  from  more  cities 


over  here  than  any  other  airline. 

And  all  the  while,  you  can 
rack  up  big  Mileage  Plus  points 
on  your  account. 

Who  says  you  can't  mix 
business  with 
pleasure? 


A  SMART  INVESTMENT 
MANAGER  KNOWS  WHEN 

TO  USE  IT. 


EXIT 


In  the  fast-paced  world  of 
>titutional  investing,  when  it's 
ne  to  leave,  it's  often  too  late. 

For  example,  who  would 
3ve  believed  in  1985  that  oil 
ices  would  plummet?  Certain- 
not  the  consumer  who  was 
^ying  over  a  dollar  a  gallon  at 
e  pump. 

Yet  some  asset  managers 
resaw  declining  prices. 

One  of  these  people  was  a 
GNA  bond  portfolio  manager, 
"ting  early,  this  manager 
duced  holdings  in  energy  and 
iergy-related  issues  well 
^fore  oil  prices  took  a  nosedive 
early  1986. 

Quality  decision-making, 
us  the  ability  to  act  swiftly,  are 
eat  strengths  at  CIGNA.  Our 
>set  management  teams  fully 
iderstand  our  customers'  ob- 
ctives  so  that  when  conditions 
lange,  we're  ready  to  act. 

Well  before  the  Chernobyl 
jjclear  accident,  our  London 
fam  had  developed  a  contin- 
gency strategy  earmarking 
dustrial  stocks  that  would  be 
Bgatively  affected  by  just  such 
i  event.  When  the  disaster  hit 


our  international  team  was 
ready  to  sell  the  stocks 
immediately. 

The  same  expertise  goes 
into  the  less  liquid  world  of  real 
estate.  Recently,  in  a  major 
metropolitan  area,  CIGNA's  real 
estate  managers  identified  an 
impending  glut  in  office  space. 
They  knew  that  after  twenty 
profitable  years,  it  was  the  right 
time  to  exit. 

CIGNA  companies  can 
offer  your  company  expert 
asset  management  in  equity  se- 
curities, fixed  income  securities, 
real  estate,  private  placements, 
venture  capital  and  internation- 
al investments.  For  more  infor- 
mation, please  write  CIGNA 
Corporation,  Dept.  R11,  One 
Logan  Square,  Philadelphia, 
PA  19103. 

Because  every  exit  is  an 
entrance  to  another  successful 
investment,  CIGNA  prides  itself 
in  being  able  to  act  quickly  to 
meet  the  needs  of  our  clients.  It's 
one  more  example  of  CIGNA's 
commitment  to  SRHMHHH 
personalized  serv-  L^!  W  J  ^ 
ice  to  business.  ■HHMH1 


As  the  famous  Hunt  brothers  go  spectacu 
larly  bankrupt,  their  quiet,  methodica 
half-brother,  Ray,  grows  richer  and  richer. 

The  smartest  Hunt 


thar  is  changing  only  slowly. 

It's  true  in  the  performing  arts  as  in 
painting.  Take  Japanese  dancer  Kei 
Takei.  She's  had  her  own  company  in 
New  York  for  nearly  20  years,  with 
little  thought  of  moving  back  to  Ja- 
pan. "Some  lucky  dancers  in  Tokyo 
are  recognized,  but  it's  hard  to  break 
in,"  she  says.  Ken  Hiratsuka  prefers 
the  U.S.,  too.  "In  New  York  I  feel  the 
energy  of  people,"  says  the  27-year- 
old  sculptor.  "Japanese  people  don't 
yet  trust  their  individual  senses,  so 
they  can't  say  whether  or  not  they 
like  an  artistic  piece." 

Frequent  airline  flights  and  satellite 
transmissions  make  exchanging  ideas 
easy.  This  cross-pollination  has  af- 
fected the  choreography  of  Merce 
Cunningham  and  the  paintings  of  Jas- 
per Johns  and  Mark  Rothko,  among 
others.  Says  novelist  Mclnerney, 
"The  Japanese  look  to  us  for  sponta- 
neity and  pop,  while  the  Europeans 
and  Americans  look  to  Japan  for  tradi- 
tion and  structure  that  are  almost  to- 
tally lacking  in  our  culture." 

Arnold  Glimcher  of  New  York's 
Pace  Gallery  says  he  has  recently 
staged  successful  Tokyo  showings  for 
several  contemporary  American  art- 
ists, including  Chuck  Close,  Barry 
Flanagan  and  Jim  Dine,  but  confides: 
"Tokyo  will  have  to  do  a  great  deal  of 
growing  up"  before  it  becomes  a 
world  art  center.  Right  now,  the  city 
simply  doesn't  have  the  galleries,  the 
art  publications  or  the  fanfare  that 
New  York  does. 

But  it  will  have  them.  It's  a  very  old 
story  in  human  history:  Art  follows 
the  money.  ■ 

Ruben  W'allls/JB  Pictures 


Si  uiptor  Ken  Hiratsuka 

viese  people  don't  yet  trust 
Individual  senses." 


By  Toni  Mack 

Ray  Lee  Hunt  is  the  smartest 
and  now  probably  the  richest 
of  the  sons  of  the  eccentric 
billionaire  H.L.  Hunt.  Ray's  half- 
brothers,  Herbert  and  Bunker,  inherit- 
ed a  healthy  dose  of  hubris  along  with 
a  lot  of  loot  from  their  father.  But  it 
was  Ray  who  inherited  the  old  man's 
business  acumen.  While  the  others 
sink  into  insolvency,  battling  bankers 
all  the  way,  Ray  is  quietly  building  an 
oil  and  real  estate  fortune  that  prom- 
ises to  surpass  even  his  father's  one 
day.  It  already  stands  at  well  over  $1 
billion.  Ray  Hunt  was  the  one  to  find 
400  million  barrels  of  oil — an  ele- 
phant, in  oilmen's  parlance — in 
North  Yemen,  where  nary  a  drop  had 
been  found  before.  Ray  is  only  43. 

He  was  once  the  poor  relation  of  the 
Hunt  family.  When  his  father  died  in 
1974,  Ray,  at  31,  took  over  assets 
worth  around  $200  million  to  $250 
million  on  behalf  of  himself,  his  three 
sisters  and  his  mother,  H.L.'s  second 
wife.  H.L.  had  already  transferred 
much  of  his  reported  $2  billion  for- 
tune to  his  oldest  sons.  The  bulk  of 
what  he  left  Ray's  family  was  the  then 
sadly  decrepit  Hunt  Oil  Co.  (Forbes, 
Sept.  14,  1981). 

But  if  Ray  got  less  money  than  his 
half-siblings,  he  did  get  a  tremendous 
compliment  from  the  old  man:  H.L. 
thought  well  enough  of  Ray  to  make 
him  the  executor  of  his  will. 

Jack  Evans,  president  of  Cullum 
Cos.  and  former  mayor  of  Dallas,  has 
known  father  and  son.  Says  Evans: 
"Ray  saw  in  his  father  a  successful 
entrepreneur  and  was  willing  to  sit  at 
his  feet  and  learn  something,  where 
the  other  brothers  weren't." 

One  thing  he  certainly  learned  that 
his  brothers  didn't:  risks.  His  father 


once  said,  "I've  never  taken  a  risk  s< 
big  that  if  it  went  against  me, 
couldn't  keep  right  on  going."  Raj 
elaborates  on  that  philosophy:  "Yo( 
minimize  your  risk  by  doing  as  muclj 
homework  as  possible,  and  by  spread) 
ing  risk.  Then,  every  once  in  a  while 
you'll  stumble  onto  something  that'll 
make  you  go  booml" 

Hunt  Oil  went  boom  with  thi 
North  Yemen  find  in  1984.  A  yea 
later  Exxon  bought  49%  of  Hunt': 
interest.  Hunt  won't  talk  about  th^ 
deal,  citing  confidentiality  agreej 
ments,  but  it  is  almost  certainly 
structured  so  that  he  will  effectively 
pay  little,  if  any,  of  the  developmem 
cost,  estimated  at  roughly  $600  mill 
lion.  Hunt's  share  of  the  oil  produci 
tion  will  be  almost  all  profit.  The  oi| 
should  begin  flowing  in  bulk  in  Janui 
ary  1988,  when  oil  prices  are  likely  to 
have  firmed. 

Talk  about  contrarian  investing) 
"Everyone  else  is  contracting,  so  there 
is  less  competition  now,"  says  Hunt 
"But  when  the  market  stabilizes  ano 
perceptions  change,  the  industry  wili 
turn  on  a  dime.  We  want  to  be  sitting 
there  with  our  exploration  team  in) 
tact,  plenty  of  acreage  to  explore  ano 
close  relationships  with  three  or  foui 
of  the  majors.  That's  the  way  the  earl)i 
independent  oilmen  worked." 

He  has  the  wherewithal  to  do  it 
"When  the  industry  fell  apart  lasl 
summer,"  says  Hunt,  "we  wantec 
third-party  validation  of  our  financial 
shape.  So  we  went  to  Standard  Si 
Poor's  for  a  rating."  He  got  an  A. 

Nowadays  Hunt  likes  the  high-risk, 
high-reward  plays  that  others  shun 
As  he  puts  it:  "Independents  shouk 
go  where  the  stampede  is  not."  There 
is  no  stampede  overseas.  In  North  Ye- 
men he  has  yet  to  explore  his  total  3.1 
million    acres;    Exxon    will  helf 


FROM  A  STORIED  TRADITION  OF 

OPEN  MOTORCARS  COMES  ONE  OF  THE 

MOST  EXCITING  V-12  JAGUARS  EVER  BUILT: 

JAGUAR  XJ-S 
CONVERTIBLE  

BY  HESS  &  BSENHARDT 


More  than  half  a  century  ago, 
the  Jaguar  name  first  ap- 
peared on  a  sleek  and  stylish 
open  motorcar:  the  legendary 
SS  Jaguar  100.  That  remark- 
able automobile  inspired  a 
series  of  convertibles  that 
would  forever  link  the  plea- 
sures of  open-air  motoring  to 
the  Jaguar  marque. 

Now,  the  classic  open 
Jaguar  is  reborn.  The  XJ-S 
convertible  is  available  by 
special  order  through  your 
Jaguar  dealer.  Featuring  the 
luxury  and  performance  of  the 
XJ-S  coupe,  this  beautiful  soft 
top  conversion  is  skillfully 
executed  by  Hess  &  Eisenhardt, 
pre-eminent  coachbuilders 
since  1876. 

The  electrically  operated  top 
lowers  at  the  touch  of  a  button. 
With  top  down,  sunshine 
plays  on  polished  walnut  and 
supple  leather.  Fitted  with 
numerous  accessories  and 
equipped  with  both  a  full 
trunk  and  a  luggage  platform 
behind  the  seats,  this  exqui- 
sitely appointed  two  seater 
provides  comfort,  conven- 
ience and  luxury  rivaling  the 


world's  most  elegant  sedans. 

On  the  test  track,  the  con- 
vertible's potent  V-12  engine 
can  bring  it  to  near  140  mph. 
At  highway  speeds,  this  most 
powerful  motorcar  cruises 
smoothly  and  quietly  with 
minimal  effort.  A  fully  inde- 
pendent suspension  system 
gives  the  S-type  handling 
characteristics  that  are  in 
keeping  with  its  performance 
capabilities.  Like  the  proven 
XJ-S  coupe,  this  newest 
Jaguar  is  protected  by  a  three 
year/36,000  mile  warranty. 

For  more  information  on 
this  exciting  open  motorcar, 
see  your  Jaguar  dealer.  He'll 
also  provide  full  details  of  the 
Jaguar  and  Hess  &  Eisenhardt 
limited  warranties  applicable 
to  the  vehicle.  For  the  dealer 
nearest  you,  call  toll-free: 
1-800-4-JAGUAR. 

JAGUAR  CARS  INC.,  LEONIA,  NJ  07605 


ENJOY  TOMORROW. 
BUCKLE  UP  TODAY. 

JAGUAR  XJ-S 


THE  PACT: 

FRED  ALGER  TURNS 
$10,000  ESTO  $651, 
OVER  21  YEARS 
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•Through  September  M,  19K6.  Results  for  Alger  and  the  SAP  500.  an  unmanaged  index  of  common  stocks,  reflect 
capita/appreciation  and  reinvestment  of  dividends,  but  not  payment  of  Algers  advisory  fees.  Alger's  results  are  for 
fully  discretionary,  eauity -oriented  accounts  managed  for  an  entire  year  (1986  accounts  managed  through  9/30). 
For  1965.  results  are  for  Alger's  only  account,  an  active  advisory  account.  Results  are  for  accounts  having  the  same 
investment  objective  and  strategies  as  the  Alger  Growth  Portfolio,  which  differ  from  those  of  the  other  Portfolios. 
See  the  prospectus  for  more  information  about  the  results,  Past  results  do  not  guarantee  future  performance. 


FRED  ALGER 
MANAGEMENT,  INC. 


THE  PRESEIST: 

FRED  ALGER 

INTRODUCES 
THE  ALGER  FUND. 


.0,000  invested 
ith  Fred  Alger 
1965  would 

ave  grown  to  $651,228  over  21  years;  a  gain  of 
3tter  than  21%  compounded  annually  and  10 
mes  the  gain  in  the  S&P  500  over  that  span  * 

Now  the  same  research  operation  and  expe- 
enced  professionals  that  produced  those 
^sults  for  Alger's  institutional  clients  can  put 
bur  money  to  work  for  you  in  The  Alger  Fund's 
rowth  Portfolio. 


Of  course, 
growth  investing 
entails  risk  and 
is  not  suitable  for  everyone.  So  The  Alger  Fund 
lets  you  diversify  through  lower-risk  investment 
vehicles,  from  the  more  conservative  Alger 
Income  and  Growth  Portfolio  to  three  portfolios 
designed  to  generate  high  current  income. 

Return  the  coupon  for  complete  information 
and  a  prospectus.  Or  call  The  Alger  Fund  toll-free 
any  time  at  1-800-99- ALGER  (992-5437)  ext.  605 


THE  ALGER  FUND 


lger  Growth  Portfolio 

eeks  long-term  capital  appreciation  by  investing 
inmarily  in  large  companies  believed  to  have 
ppreciation  potential. 

lger  Small  Capitalization  Portfolio 

peks  long-term  capital  appreciation  by  investing 
limarily  in  small  companies  believed  to  have 
jopreciation  potential. 

lger  Income  and  Growth  Portfolio 

he  most  conservative  of  our  stock  portfolios, 
peks  a  high  level  of  dividend  income  by  investing 
1  dividend-paying  stocks.  Growth  in  stock  value  is 
secondary  objective. 


Alger  High  Yield  Portfolio 

Seeks  maximum  current  income  without  assuming 
undue  risk  by  investing  in  medium  and  lower-rated 
bonds.  Capital  appreciation  is  a  secondary  objective. 

Alger  Fixed  Income  Portfolio 

Seeks  high  current  income  through  prudent  invest- 
ing in  investment-grade  fixed  income  securities. 

Alger  Money  Market  Portfolio 

Seeks  high  current  income  and  gives  you  convenient 
access  to  your  money  through  free  check-writing. 


THE  ALGER  FUND 

EO.  Box  5451.  Melville.  N.Y.  U747-0900 

□  Please  send  a  prospectus  and  more  complete  information  on  The  Alger 
Fund,  including  ;ill  charges  and  expenses.  I  will  read  the  material  carefully 
before  I  invest.  (100) 

□  Please  send  IRA  information.  (200) 


□  Mr.  □  Miss 
Name    □  Mrs.   □  Ms. 


iHimm-  print  clfjrh  i 

□  Business 

Address  □  Home 

City 

State 

Zip 

Phone (  ) 

Or  call  toll  free  1KIHI  M-AI.CKK  e\t.Ml.1.24  lu. 


ORB3636MAB5 

i  days  a  week. 


THE  ALGER  FUND 
1-800-99ALGER 
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24  H(  )l  RS,7  DAYS  A  WEEK. 


Ray  limit  with  a  portrait  of  his  father,  Hi  limit 

"Ray  was  willing  to  sit  at  his  father's  feet  and  learn  something." 


there.  Elf  Aquitaine,  the  big  French  oil 
company,  is  Hunt's  partner  in  explor- 
ing another  3.2  million  acres  off  the 
coast  of  North  Yemen.  He  also  has 
leases  in  virgin  territory  like  Jordan, 
France  and  offshore  South  Korea.  "In 
the  last  two  years  we've  easily  dou- 
bled our  foreign  acreage,  and  we'll 
double  it  again  in  the  next  12 
months,"  says  Hunt. 

In  real  estate  as  well,  Hunt  takes  on 
the  contrarian  and,  especially,  the  dif- 
ficult deal.  "Ray  likes  deals  where  he 
can  use  his  brainpower  to  make  some- 
thing out  of  nothing,"  says  John  John- 
son, a  college  friend  who  is  Hunt's 
lawyer.  Earlier  this  year  Hunt's 
Woodbine  Development  Corp.  got  in- 
terested in  the  Amfac  Hotel  &  Resort 
at  the  Dallas/Fort  Worth  airport. 
While  the  two  cities  are  hurt  by  the 
oil  bust,  "the  airport  is  different — its 
traffic  is  still  growing,"  says  John  Sco- 
vell,  40,  who  runs  Woodbine. 

After  months  of  negotiation  with 
the  hotel's  two  owners,  their  lender, 
and  three  public  bodies,  last  month 
Hunt's  Woodbine,  together  with  Hy- 
att Corp.,  paid  $90  million  for  the 
1,390-room  hotel,  two  golf  courses 
and  other  athletic  facilities.  The  part- 
's will  spend  another  $14.5  million 
improvements.  Now  the  hotel 
breaks  even  with  an  occupancy 
t  62%.  Scovell  thinks  it  can  get 


to  a  profitable  70%  by  next  year. 

So  far  Hunt  has  confined  his  real 
estate  operations  to  the  Dallas-Fort 
Worth  area,  where  he  is  now  bargain- 
hunting.  But  he's  also  looking  farther 
afield,  in  a  characteristically  methodi- 
cal way.  He  has  commissioned  his 
alma  mater,  Southern  Methodist  Uni- 
versity, to  find  other  Sunbelt  cities 
with  economies  that  aren't  on  the 
same  economic  cycle  as  his  home 
turf.  Some  candidates  are  Phoenix, 
Nashville  and  Memphis.  He  hopes  to 
seek  out  deals  in  another  city  in  1987. 

Not  all  of  Hunt's  ventures  have  suc- 
ceeded. Two  of  his  three  Texas  maga- 
zines— Houston  City  and  Texas  Homes — 
are  in  the  red  but  not  so  deeply  as  to 
hurt  him.  Last  month  he  sold  for 
$52.5  million  his  Union  Life  Insur- 
ance, which  he  had  bought  in  1981  to 
be  the  base  of  a  financial  services 
group.  "It  was  profitable  for  us,  but 
not  a  home  run,"  says  Hunt.  "We  just 
didn't  have  the  sophistication  in  an 
industry  changing  so  much  so  fast." 
Typically,  he  drew  a  lesson  from  it: 
"It's  more  important  to  know  your 
weaknesses  than  your  strengths." 

Another  principle  Hunt  adopted 
from  his  father:  Find  good  people  and 
give  them  their  head.  Scovell,  a  Har- 
vard Business  School  graduate,  was 
only  26  when  Hunt  put  him  in  charge 
of  Woodbine.  Hunt  manages  to  in- 


spire an  intense  loyalty,  in  spite  of  thj 
fact  that  he  gives  his  employees  littll 
equity  participation  compared  wit 
other  private  oilmen  and  developer^ 
But  he  does  pay  them  well. 

In  contrast  to  his  flamboyani 
sometimes  obnoxious  brothers,  Ra 
Hunt  is  an  earnest,  unaffected  marl 
liked  and  esteemed  in  Dallas.  Say 
Robert  Rogers,  Texas  Industries  presi 
dent  and  Dallas  Chamber  of  Cont 
merce  chairman,  "Compared  to  hii 
brothers,  Ray's  a  breath  of  fresh  air.'' 

People  in  Dallas  tell  fond  storie 
about  Ray  Hunt.  Like  the  time  he  sa^j 
a  wreck  on  the  freeway  five  years  age 
stopped  and  pulled  the  bloody  victin 
from  a  burning  Corvette.  "Ray's  al 
ways  pushing  me:  'What  can  we  do  fa 
Dallas?'  "  says  Mayor  Starke  Tayloi 
"Plenty  of  rich  people  don't  feel  thai 
way.  You  watch  the  young  man,  am 
you  know  he  doesn't  have  to  do  it.  It" 
jus't  plain  dedication."  He  is  close  ti 
his  mother,  69,  who  is  said  to  treat  he 
servants  with  as  much  concern  as  sh< 
does  visiting  royalty. 

At  a  time  when  American  capital 
ism  is  getting  a  bad  name  from  th< 
sleazy  doings  of  people  like  Ivan 
Boesky,  it's  good  to  know  that  then 
are  free-enterprisers  like  Ray  Hun 
quietly  building  wealth,  creating  job 
and  serving  their  communities  withj 
out  fanfare.  ■ 
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By  Anise  C.  Wallace 

hsettled  by  threats  of  terrorism,  mil- 
■ns  of  American  travelers  stayed 
vay  from  Europe  in  1986.  But  what 
ey  didn't  spend  on  tourism,  however, 
ey  more  than  made  up  for  with  their 
vestments. 

Over  the  past  year,  individual,  corpo- 
ite  and  public  investors  have  poured 
llions  of  dollars  into  stocks  of  interna- 
bnal  companies.  While  many  of  them 
oclaim  that  they  are  investing  interna- 
jnally  in  order  to  diversify  their  portfo- 
>s  into  equities  backed  by  currencies 
!her  than  the  U.S.  dollar,  the  actual 
otivation  has  been  the  extraordinary 
■cent  investment  performance  of  for- 


eign stock  markets. 

Since  the  dollar  began  its  decline  in 
March  1985,  the  indexes  of  many  inter- 
national markets  have  outstripped  the 
returns  from  U.S.  stocks.  For  example, 
according  to  Morgan  Stanley  Capital 
International  Perspective,  in  the  first 
nine  months  of  this  year,  15  bourses 
around  the  world  showed  currency-ad- 
justed returns  greater  than  the  Stan- 
dard &  Poor's  500  index. 

This  inflow  of  U.S.  investments  has 
come  at  a  time  of  profound  alteration  in 
many  international  markets.  But 
changes  are  beginning  to  creep  in.  In 
the  past  year,  six  outside  companies, 
including  Merrill  Lynch,  have  become 
members  of  the  Tokyo  Stock  Exchange 


and  nine  foreign  banks  have  been  al- 
lowed to  open  trust  offices.  Yet  in  one 
very  important  regard  Tokyo  has  not 
changed:  Brokerage  commissions  re- 
main fixed. 

London,  on  the  other  hand,  opened 
up  its  markets  in  October  when  it  elimi- 
nated fixed  brokerage  commissions 
and  dropped  the  barriers  that  have 
separated  commercial  banks,  mer- 
chant banks,  and  stockbrokers. 

The  result  has  been  an  unprecedent- 
ed influx  of  U.S.  brokers  and  bankers, 
including  Morgan  Stanley  &  Co.,  Merrill 
Lynch  &  Co.,  First  Boston  Corp.,  Citi- 
corp and  Chase  Manhattan.  At  the 
same  time  many  of  London's  commer- 
cial banks  such  as  Barclay's  Bank,  Na- 
tional Westminster  Bank  and  the  Mid- 
land Bank  bought  brokerage  firms  as 
did  such  merchant  banks  as  Kleinwort 
Benson,  S.G.  Warburg  and  Morgan 
Grenfell.  In  all,  90  British  financial  firms 
have  been  acquired  in  recent  years. 

Financial  executives  are  bracing  for 
a  sharp  decline  in  the  estimated  $1 
billion  of  annual  commission  income. 
And  experts  predict  a  surge  in  the  trad- 
ing of  hedging  vehicles  such  as  futures 
and  options.  As  securities  firms  take  on 
the  role  of  principal  in  more  transac- 
tions, rather  than  agent,  they  should 
hedge  their  positions  with  these  invest- 
ments. 

The  amount  of  investments  traveling 
overseas  is  huge  but  it  is  only  a  tiny 
fraction  of  the  total  pool  of  institutional 
capital.  For  example,  at  the  end  of  1 981 
U.S.  pension  and  retirement  funds  had, 
invested  only  $5.2  billion,  or  1.3  per- 
cent, of  the  total  capital  in  international 
securities.  But  according  to  estimates 
by  New  York's  Drexel  Burnham  Lam- 
bert Inc.  and  Intersec  Research  Corp. 
in  Stamford,  Conn.,  retirement  assets 
invested  overseas  will  increase  to  $44 
billion,  or  3.6  percent,  by  the  end  of  this 
year. 

Part  of  this  growth  is  a  direct  result  of 
the  entrance  of  a  new  group  of  players. 
In  the  past  year  public  pension  funds, 
which  control  hundreds  of  billions  of 
dollars  in  total  assets,  have  begun  in- 
vesting overseas. 

Of  course,  corporate  executives  and 
public  officials  aren't  the  only  ones 
pouring  dollars  overseas.  Individual  in- 
vestors have  shown  their  interest  in  in- 
ternational investing  through  mutual 
funds.  Global  fund  (those  that  invest  in 
international  as  well  as  U.S.  markets) 
growth  has  exploded,  increasinn  from 
$5.2  billion  in  1985  to  $9.3  billionat  the 
end  of  September  1986  International 
fund  assets  (those  that  can  invest  in 
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any  market  except  the  U.S.)  swelled 
from  $1 .6  billion  in  early  1985  to  almost 
$6  billion  at  the  end  of  this  year's  third 
quarter. 

One  result  of  this  increase  in  activity 
is  a  change  in  the  type  of  investment 
services  the  managers  are  offering 
their  institutional  and  individual  cus- 
tomers. Specialization  is  the  current 
wave.  Pension  funds  are  beginning  to 
look  for  European-only  or  Pacific  Basin 
managers,  for  example. 

Specialization  is  an  attraction  for  the 
individual  investor  as  well.  Fidelity  In- 
vestments in  Boston  recently  launched 
two  new  funds:  Fidelity  Pacific  Basin 
Fund  and  Fidelity  Europe  Fund.  And 
throughout  1986  individual  investors 
showed  an  increasing  appetite  for  sin- 
gle-country closed-end  funds.  In  the 
past  year,  various  investment  bankers 
have  brought  out  closed-end  funds 
which  invest  exclusively  in  one  country, 
such  as  the  France  Fund,  the  Italy  Fund 
and  the  Germany  Fund  (see  table  on 
page  9). 

Bankers  expect  this  specialization 
phenomenon  to  continue.  William  J. 
Potter,  a  managing  director  at  New 


York's  Prudential  Bache  Securities  Inc., 
which  was  the  underwriter  for  two  Aus- 
tralian funds,  believes  that  the  next  step 
is  specific  "sector"  funds  like  the  ones 
offered  in  the  U.S.  For  instance,  he 
says,  investors  might  want  to  buy  a 
fund  that  invests  only  in  European 
health  care  companies  or  Japanese 
technology  stocks. 

ADVANTAGES 

Why  should  investors  go  abroad?  Pro- 
fessional investors  point  to  a  number  of 
reasons  for  investing  at  least  a  portion 
of  one's  assets  overseas.  In  the  first 
place,  a  U.S.  investor  can  diversify  his 
risk  by  owning  stocks  backed  by  cur- 
rencies other  than  the  dollar.  Many  ex- 
perts point  out  that  although  this  is 
changing  somewhat,  the  movements  of 
international  markets  tend  to  offset 
those  in  the  U.S. 

The  other  chief  advantage  of  invest- 
ing abroad  is  the  potential  to  earn  re- 
turns greater  than  those  available  in  the 
U.S.  This  is  based,  of  course,  on  the 
expectation  that  these  foreign  markets 
will  continue  to  achieve  the  superior 


Now,  international  bonds  for 
independent  investors! 


T.  Rowe  Price  International  Bond  Fund 

By  investing  in  top-quality  foreign  bonds,  this  Fund  offers  you 
high  income  potential  and  overseas  diversification— with  all  the 
conveniences  of  a  sales-commission-free  mutual  fund.  It  also  offers 
potential  capital  appreciation  through  foreign  currency  and  interest 
rate  changes.  Yield  and  share  price  will  vary.  $1,000  minimum 
investment  ($500  for  IRAs).  No  sales  charges.  Call  weekdays 
8:30  am  to  8  pm,  Sundays  10  am  to  4  pm  EST:  1-800-638-5660. 


T.RowelMceM. 

Invest  With  Confidence  WUAk 

Mail  to:  T.  Rowe  Price 
100  East  Pratt  Street,  Baltimore,  MD  21202 
Please  send  me  a  prospectus  with  more 
complete  information,  including  manage- 
ment fees  and  other  charges  and  expenses. 
I  will  read  it  carefully  before  I  invest  or 
send  money. 

Name 
Address 


City 


State 


Zip  1BF151 


ioad  international  bond  fund:  call  1-800-638-5660 
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performance  they  have  enjoyed  for  tl 
past  ten  to  15  years.  For  the  past 
years,  the  EAFE  (Europe,  Asia,  rl 
East)  index  has  outperformed  the  Sfl 
index  in  all  but  two  years. 

Still  another  advantage  is  the  1 
crease  in  the  number  of  securities  frq 
which  an  investor  can  choose.  The  U. 
stock  market  represents  only  one-h 
the  market  value  of  20  of  the  larg^ 
stock  markets  around  the  world  Ob 
ously,  with  more  markets  from  which 
choose,  investors  will  have  a  great! 
variety  of  stock  choices.  The  Japane 
markets  give  investors  automobi 
manufacturers,  Sony  and  other  elei 
tronics  companies,  while  Australia  d 
fers  many  natural  resource  companiQ 


DISADVANTAGES 
AND  RISKS 


Probably  the  biggest  gripe  that  profe 
sional  investors  have  about  foreign 
vesting  is  about  liquidity,  or  rather  tit 
lack  of  it.  Some  markets  are  thinly  cafl 
talized,  investors  can  spend  montl 
trying  to  accumulate  enough  shares 
trying  to  unload  their  positions.  An 
many  markets  haven't  developed  tli 
sophisticated  trading  capabilities  avg 
able  in  New  York.  Administrative  pro 
lems  have  caused  substantial  settll 
ment  problems  in  some  of  the  sma 
capitalized  markets  like  Italy,  whe) 
delays  of  months  have  occurred.  An 
problems  hit  the  London  market  sod 
after  Big  Bang. 

In  many  foreign  markets  the  amou 
of  information  on  publicly  traded  corpi 
rations  is  extremely  limited.  Or  it  often 
not  up  to  the  standards  required 
public  companies  in  the  U.S.  Additia 
ally,  accounting  methods  differ  consi 
erably  from  those  accepted  in  tl~ 
country  and  can  make  it  tough  for  ii 
vestors  trying  to  project  earnings. 

Moreover,  investing  overseas  can  fc 
more  expensive.  Management  fees  c 
ten  are  greater  than  those  in  the  U 
and  brokerage  commissions,  in  tr 
past,  have  tended  to  be  pricier.  < 
course,  this  could  change  dramatica 
under  the  deregulation  of  the  Londc 
stock  market. 


HOW  TO  INVEST  ABROAE 


Investors  choosing  to  invest  in  mdivi 
ual  securities  have  a  number  of  ways 
do  it.  They  can  buy  shares  throuc 
local  brokers  on  the  markets  in  tr 
home  countries.  Additionally,  some  i 
ternational  shares  trade  on  the  Londc 
and  New  York  exchanges.  And  a  nur 
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ler  of  foreign  companies,  including 
jritish  Petroleum, ClubMed, Honda  and 
(inilever  have  listed  their  securities  or 
(.merican  Depositary  Receipts  (ADRs) 
ti  the  New  York  Stock  Exchange. 
:  ADRs  are  certificates  which  are  sur- 
ogates  for  the  underlying  shares.  They 
Ire  easier  to  trade  than  the  actual  secu- 
res and  are  quoted  in  U.S.  dollars. 

INVESTMENT  STRATEGIES 
SCUDDER'S 
INTERNATIONAL 

.fter  one  of  the  best  global  bull  markets 
i  history,  Nicholas  Bratt,  portfolio  man- 
ger of  the  Scudder  International  Fund 
hs  well  as  the  Korea  Fund),  finds  that 
■\e  has  diversified  the  fund's  $700  mil- 
bn  in  more  countries  than  ever  before, 
ihe  extraordinary  returns  of  stocks  all 
;ver  the  world  have  forced  him  to  look 
jjrther  afield  for  new  investments.  "The 
Iressure  is  on  us  to  find  attractive 
Jtocks,"  he  says. 

i  Bratt  thinks  that  a  good  part  of  the 
lull  market  is  now  behind  investors. 
Ihey  will  have  to  be  more  selective 
J'hen  buying  stocks.  "There  are  no  ob- 
lous  market  plays,"  he  says.  "The 
lasy  money  has  been  made."  He  also 
1'iinks  that  much  of  the  movement  in 
kirrencies-which  included  a  40-per- 
cent move  in  the  yen  versus  the  dol- 
nr-is  over.  "We  may  enter  a  period  of 
blative  currency  stability,"  he  says. 

Bratt  is  betting  heavily  on  France, 
which,  he  believes,  has  "probably  the 
host  interesting  stock  market  in  conti- 
jental  Europe."  He  thinks  that  the  gov- 
ernment has  worked  out  the  tricky  alli- 

nce  between  the  right  and  the  left  and 
hat  the  variety  of  companies  available 
h  one  of  the  richest  in  Europe.  Among 
fie  French  stocks  he  owns  are  Club 
lied;  Essilor,  an  optical  company;  La- 
jarge  Coppee,  a  cement  company; 
Ind  Ingenico,  which  designs  computer 
;ystems  for  "smart"  credit  cards, 
i  He  also  has  an  overweighting  of 
(tocks  in  Hong  Kong,  Belgium  and  the 
Netherlands.  And  the  cheapest  market, 

e  feels,  is  Switzerland.  "My  guess  is 
nat  it  will  play  catch-up,"  he  says,  add- 
ng  that  it  had  been  a  disappointing 

erformer. 

INDEXING 

|)ne  of  the  most  popular  strategies  that 
hstitutional  investors  have  adopted  in 
ihe  U.S.  and  abroad  in  recent  years  is 
indexing."  Using  this  mechanical 
ischnique,  investors  construct  a  portfo- 
;o  of  securities  designed  simply  to 


match  the  performance  of  a  stock  mar- 
ket index. 

A  handful  of  U.S.  firms  such  as  Bank- 
ers Trust  Co.  in  New  York,  Wells  Fargo 
in  San  Francisco,  Chase  Manhattan  in 
New  York  and  Alliance  Capital  Man- 
agement in  New  York  offer  international 
index  funds.  But  the  clear  winner  in  the 
field  is  Boston's  State  Street  Bank  & 
Trust  Co.,  which  started  its  international 


commingled  index  fund  in  the  late 
1970s.  Today  it  has  more  than  $2.3 
billion  of  client  accounts  invested  in  this 
passive  strategy. 

Many  large  corporations  have  adopt- 
ed this  strategy  as  a  way  to  hold  a 
broadly  diversified  portfolio  of  interna- 
tional securities.  They  get  exposure  in 
all  of  the  major  world  markets  and  the 
risk  is  evenly  distributed  across  the 


0* 


Contact  your  securities  dealer  or  send  coupon  for  a  free 
prospectus  containing  more  complete  information,  including 
charges  and  expenses.  Read  it  carefully  before  you  invest. 
Send  no  money. 


Securities  Fund  Investors,  Inc. 

RO.  Box  3942/St.  Petersburg,  Florida  S^M 
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THE  TEMPLETON  ORGANIZATION 
with  total  assets  under  management 
of  more  than  $5  billion — has  been 
investing  world-wide  for  the  past  32 
years 


||  Plea.se  send  me  a  free  prospectus  and  brochure  on 
I  Templelon  Foreign  Fund. 


|  CITY 


I 


||rogress,  intelligently  planned. 
P  That's  how  the  dictionary 
liefines  telesis.  Back  in  the  rough 
h  tumble  era  of  the  Western  frontier, 
id  to  the  development  of  an  Ameri- 
fei  classic. 

During  the  booming  Gold  Rush 
m  of  the  late  1840s  and  early  '50s, 
lilifomia  was  a  mecca  for  thousands  of 
jjing  and  restless  people,  lured  by 
Bs  of  fortune  and  adventure. 

Among  the  newcomers  was  a 
^ng  Bavarian  immigrant  named  Levi 
[puss,  who  arrived  not  with  a  miner's 
|k  and  dreams  of  instant  wealth,  but 
|h  several  bolts  of  heavy  cloth  he 
ilnned  to  sell  for  tents  and  wagon 
fleers.  But  the  raggedy  appearance  of 
prospective  customers  soon  alerted 
h  to  a  greater  need. 

"Pants  don't  wear  worth  a  hoot  up 
|he  digging' the  miners  complained. 
|n't  get  a  pair  strong  enough  to  last!' 

Cloth  in  hand,  Levi  promptly  got 
Itvork— and  launched  his  career  as  the 
per  of  blue  jeans.  Before  long,  just 
Iput  every  prospector  in  the  state  was 
ijmoring  for  a  pair  of  "those  pants  of 
Ms"  paying  as  much  as  $1.50  in  gold 
|t  for  the  prized  "501  Double  XT  cop- 
T-riveted,  blue  denim  jeans. 

Since  that  time,  the  humble  501  has 
Iced  the  backsides  of  movie  stars, 
ijllionaires  and  Presidents,  and  even 
lind  its  way  into  the  Smithsonian, 
lere  several  pairs  are  on  permanent 

i  splay.  For  the  young  man  who  wisely 

ii  ored  his  trade  to  his  customers' 
i  juirements,  it  is  a  fitting  tribute. 


At  Pacific  Telesis,  we  salute  the 
special  kind  of  progress  made  by  those 
with  the  insight  to  see  the  needs  of  a 
growing  marketplace  and  the  ingenuity 
to  adapt  to  them. 

As  California's  telecommunication* 
company,  we're  part  of  a  market  that's 
as  rich  with  opportunity  today  as  it  was 
in  the  time  of  Levi  Strauss.  With  a  1985 
gross  product  of  $475  billion,  California 
is  the  7th  largest  economy  in  the  world, 
and  moving  up  fast. 

So  we're  working  harder  than  ever 
to  keep  ahead  of  our  customers'  rapidly 
growing  and  increasingly  sophisticated 
needs.  Years  before  the  "Information 
Age"  was  a  household  word,  for 
example,  we  were  busy  putting  its  archi- 
tecture into  place.The  result:  today, 
our  customers  are  served  by  the  most 
advanced  telecommunications  system 
in  the  world,  one  that  will  continue 
meeting  their  needs  well  into  the  next 
century. 

At  Pacific  Telesis,  we're  committed 
to  progress,  intelligently  planned  in 
everything  we  do.That's  why  an  invest- 
ment in  Telesis  is  an  investment  in 
progress. 

To  find  out  more  about  us,  write 
John  M.  Demgen,  Director,  Investor 
Relations,  140  New  Montgomery, 
San  Francisco,  CA  94105. 

PACIFIC  |3  TELESIS 

Group 

Pacific  Bell    PacTel  InfoSystems   Nevada  Bell 
Pacific  Telesis  International    PacTel  Spectrum  Services 
PacTel  Personal  Communications   Pacific  Bell  Directory 
PacTel  Publishing   PacTel  Finance   PacTel  Properties 
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■  Be  a  global  investor.  Scudder 

Global  Fund  is  an  attractive  way  to 
benefit  from  worldwide  growth 
opportunities. 

■  Global  growth  opportunities. 

Scudder's  newest  fund  combines  U.S. 
and  foreign  stock  market  investments 
to  provide  a  broad  spectrum  of  oppor- 
tunities —  more  than  you  can  get  by 
investing  only  in  the  U.S. 

■  Scudder  professional  man- 
agement. Our  global  specialists 
search  for  the  world's  most  attractive 
investment  opportunities.  At  the 
same  time  they  attempt  to  reduce 
investment  risk  through  broad 
diversification. 


Scudder  also  offers  experience  as 
America's  oldest  no-load  mutual  fund 
manager. 

■  Mutual  fund  convenience.  You 

don't  need  to  deal  directly  with  the 
many  complexities  that  confront  the 
global  investor.  We  do  all  the  work  so 
you  won't  have  to. 

■  No  sales  charges.  You  can  in- 
vest globally  with  as  little  as  $1000  ($240 
for  IRAs)  and  you  pay  no  brokers'  fees 
or  sales  charges.  No  redemption  or 
transaction  fees.  No  12b-l  charges 

■  Call  or  write  today.  We 

send  you  our  free  informa 
tion  kit. 


SCUDDER  GLOBAL  FUND 

175  Federal  Street,  Dept.  337,  Boston,  MA  02110 


Contact  Scudder  Fund  Distributors,  Inc.  for  a  prospectus  containing  more  complete  information  including 
management  fees  and  expenses.  Read  it  carefully  before  you  invest  or  send  money. 


FREE  OFFER 

One-Year  Subscription  to 
Global  Trade  Executive 

If  you  are  involved  in  importing  or 
exporting,  Global  Trade  Executive 
magazine  will  help  you  detect  the 
important  trends  and  provide  you 
with  marketing  strategies,  country 
and  corporate  profiles,  and 
interviews  with  leaders. 


Complete  and  return  the  coupon  below  to  receive 
a  free  subscription  to  Global  Trade  Executive.  It's  a 
no-risk  investment.  Do  It  Today! 


Print  Name . 
Title  


Company . 

Address  _ 


Please  mail  this  coupon  to: 
Global  Trade  Executive 
Circulation  Department 
401  N.  Broad  Street 
Philadelphia,  PA  19108 


State . 


.  Zip . 


Telephone  ( 


F601 


_l 


portfolio. 

State  Street  has  set  up  a  basket 
international  index  funds  of  the  1 
countries  included  in  the  EAFE  index 
clients  so  choose,  they  can  "tilt"  the 
portfolios  more  heavily  toward  or 
country  or  area,  such  as  the  Far  East 

In  fact,  the  bank  recently  entered  in] 
a  joint  venture  with  Baring  Internationi 
Investment  Management,  the  Bostoj 
based  subsidiary  of  London's  Barm 
Brothers.  The  two  are  marketing  an  i 
vestment  service  to  large  institution 
that  will  offer  the  country  selection  ski| 
of  Baring's  investment  staff  and  the  i 
dexing  capabilities  of  State  Street. 

The  service  is  designed  to  appeal 
those  institutions  that  want  diversifies 
tion  but  think  that  they  can  get  bett< 
than  average  results  by  switching  the 
investments  in  and  out  of  different  cu 
rencies  and  countries  according  to  cj 
rection  from  Baring's  analysts.  "It  offei 
a  lot  of  diversification,  and  hopeful 
we'll  be  able  to  add  value  to  the  index: 
says  Jack  McNamara,  executive  direi 
tor  of  Baring  International  in  Boston,  i 


FIXED  INCOME 


Most  U.S.  investors  have  limited  tN 
investments  to  international  stocks.  B) 
investors  are  now  beginning  to  slow 
show  interest  in  bonds  denominated 
foreign  currencies.  T.  Rowe  Price  Ass| 
ciates  in  Baltimore  recently  launched! 
mutual  fund  which  will  invest  in  the? 
fixed-income  securities,  and  some  Wi 
Street  firms  are  working  on  simill 
funds. 

Massachusetts  Financial  Services 
Boston  has  the  oldest  such  mutu 
fund.  Launched  in  1981,  it  now  hj 
$130  million  in  assets  and  an  annul 
lized  return  better  than  the  Salome 
Brothers  World  Bond  index.  The  fund' 
global  in  scope  so  that  it  also  can  inve) 
in  dollar-denominated  bonds.  Unlil 
U.S.  bond  funds,  which  focus  on  yiell 
the  objective  of  the  Massachusetts  F 
nancial  International  Trust-Bonds  is 
select  the  currencies  that  show  tl) 
most  potential  for  appreciation,  ai 
cording  to  A.  Keith  Brodkin,  director 
fixed-income  investments  at  the  firm.} 

Over  the  past  year  investors  ha* 
been  rewarded  by  the  firm's  decision 
concentrate  investments  in  Germ; 
and  Japanese  bonds,  both  of  whio 
have  done  well  as  their  bond  marke 
advanced  and  their  currencies  appi 
ciated  against  the  U.S.  dollar.  At  t 
same  time,  the  fund  had  almost  or 
quarter  of  its  assets  invested  in  U 
Treasury  securities,  which  also  appi 
ciated  as  interest  rates  dropped  ea 
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GLOBAL  INVESTING 


the  year. 

i  These  days  officials  at  Massachu- 
htts  Financial  are  considering  lighten- 
;g  their  investments  in  Germany  and 
npan.  "We  had  such  a  good  move," 
rys  Brodkin.  In  fact,  they  are  turning 
pir  sights  on  the  U.S.  market  because 
fey  think  better  values  can  be  found  in 
■>me  of  the  U.S.  Treasury  bonds, 
pich  dropped  in  price  this  past  fall. 
iVe're  beginning  to  think  that  the  U.S. 
)nd  market  may  be  attractive  again," 
t;  said.  "U.S.  Treasuries  could  be  a 
'ze  place  to  be" 

EMPLETON  GLOBAL 

ihn  Templeton  has  been  investing  in 
je  securities  of  international  markets 
I  more  than  three  decades.  His  Baha- 
las-based  firm  offers  investors  a  half 
bzen  mutual  funds  and  invests  assets 
ir  more  than  500,000  individual  inves- 
ts. Additionally,  60  U.S.  corporations 
hve  entrusted  his  firm  with  their  pen- 
pn  and  other  retirement  assets. 

Templeton  is  what  is  known  as  a  val- 
p  investor;  that  is,  he  and  his  staff  pick 
jw-priced  stocks  that  show  the  great- 
It  price-appreciation  potential.  They 
Ly  stocks  wherever  they  think  they 
In  find  bargains.  Unlike  many  global 
ijvestors,  they  do  not  decide  on  the 
puntry  first  and  then  concentrate  on 
lock  selection.  They  look  for  cheap 
kxks  first.  In  trying  to  find  them  he  and 
js  staff  look  for,  among  other  things, 
locks  selling  at  below  average  price/ 
Irnings  multiples  and  those  that  offer 
gher-than-average  yields. 

Among  the  countries  where  they 
rave  not  been  able  to  find  any  attrac- 
''e  low-priced  stocks  are  Japan,  Aus- 
la  and  Italy.  In  those  countries,  where 


investors  have  bid  up  the  prices  of 
many  of  the  stocks,  "we  haven't  found 
any,"  he  said. 

Bank  stocks  in  both  Australia  and 
Canada  represented  bargains,  Tem- 
pleton has  found.  He  has  bought  both 
Toronto  Dominion  Bank  in  Canada  and 
National  Australia  Bank  at  below-mar- 
ket  multiples.  Another  Canadian  issue 
he  owns  is  Canadian  Pacific.  Because 
it  has  substantial  interests  in  oil,  the 
stock  has  been  unpopular  with  many 
investors  and  has  sold  at  what  Temple- 
ton believes  is  a  fraction  of  its  worth. 
Investors'  negative  view  of  oil  stocks 
also  created  a  buying  opportunity  in 
Royal  Dutch,  which  is  his  funds'  largest 
holding 

IDS  INTERNATIONAL  INcT 

IDS  manages  $750  million  for  U.S.  pen- 
sion funds  and  in  a  mutual  fund  for 
individual  investors.  The  firm's  portfolio 
managers  develop  an  economic  and 
geopolitical  overview  before  concen- 
trating on  security  selection  within 
countries.  The  firm  has  overweightings 
in  Hong  Kong,  Sweden  and  France.  In 
fact,  says  Peter  L.  Lamaison,  president 
and  chief  investment  officer,  France  of- 
fers the  biggest  potential  of  all  Europe- 
an economies.  Corporations  are  in  rela- 
tively good  financial  shape,  corporate 
and  personal  tax  rates  are  down  and 
earnings  are  expected  to  be  up  20 
percent  in  1986  and  30  percent  in 
1987.  The  firm  owns  such  French  com- 
panies as  Michelin  and  Peugeot. 

IDS  also  has  a  large  position  in  Ger- 
man stocks.  Among  the  stocks  in  the 
firm's  client  portfolios  are  Deutsche- 
bank,  Daimler  and  Siemen. 

The  firm  does  not  like  the  prospects 


Closed-End  Specialized  Country  Funds 


Name 

When  Issued 

Number  of  Shares 
Outstanding 

(in  millions) 

France  Fund 

05/30/86 

7  500 

Italy  Fund 

02/25/86 

6325 

First  Australia  Fund 

12/12/85 

5800 

First  Australia  Prime 

Income  Fund 

04/17/86 

85  500 

Korea  Fund 

08/22/84 

5  000 

05/22/86 

1.240 

Mexico  Fund 

06/11/81 

10  000 

11/17/83 

9  900 

Germany  Fund 

NA 

10  000 

Japan  Fund 

1963 

23  100 

ASA  Ltd 

1959 

9  600 

The  Nordic  Fund 

NA 

6250 

Scandinavia  Fund 

NA 

3.500 

India  Fund 

1986 

NA 

Source  Drexel  Burnham  Lambert  Inc 


for  the  market  in  the  United  Kingdom. 
"We  don't  like  the  currency  and  we  see 
some  political  risk,"  Lamaison  says.  He 
thinks  that  the  elections  will  prove 
tough  for  the  Conservatives.  And  fur- 
ther, he  thinks  that  interest  rates  are  too 
high  "We  see  better  fish  to  fry  in  other 
markets,"  he  says. 

FIDELITY  PACIFIC  BASIN 
FUND  

One  of  the  newest  entries  is  the  Fidelity 
Pacific  Basin  Fund,  which  officially  be- 
gan investing  on  October  1 .  The  fund's 
charter  is  far-reaching,  allowing  portfo- 
lio manager  William  R.  Ebsworth  to  in- 
vest from  India  to  Australia.  "We  want- 
ed as  wide  a  geographic  area  as  pos- 
sible," he  says.  But  he  adds  that  the 
bulk  of  his  investments  would  be  in 
Japan,  which  dominates  all  other  Pacif- 
ic markets  in  market  capitalization.  The 
Japanese  market  was  a  wild,  liquidity- 
driven  one  in  1986.  Local  investors 
chased  up  share  prices,  while  foreign- 
ers, wary  of  what  they  considered 
speculative  behavior,  were  net  sellers 
of  Japanese  securities  at  various  points 
in  the  year.  Then,  in  the  late  summer 
and  early  fall,  share  prices  on  the  Tokyo 
Stock  Exchange  began  collapsing. 

Many  professional  investors-Fideli- 
ty's Ebsworth  included-believe  that  the 
market  is  correcting  and  wringing  out 
some  of  the  excesses.  Additionally,  the 
stronger  yen  will  continue  to  hurt  the 
stocks  of  export-oriented  companies. 
So  he  thinks  that  when  the  dust  settles, 
shares  of  domestic-oriented  compa- 
nies, like  housing,  department  stores 
and  foods,  will  be  the  next  winners.  And 
shares  of  export-oriented  companies, 
like  electronics  companies,  will  suffer. 

Among  the  food  stocks  he  has 
bought  are  Nissin  Foods,  which  makes 
noodles  and  House  Foods,  which  pro- 
duces prepared  foods  and  has  a  num- 
ber of  new  product  offerings.  He  also 
owns  Toto,  which  manufactures  toilets. 
Experts  point  out  that  less  than  60  per- 
cent of  Japanese  households  have 
flush  toilets.  But  this  is  changing  and 
shares  of  Toto  should  increase.  Among 
the  department  store  shares  that  he 
holds  in  the  fund  are  Tokyu  Department 
Stores,  which  Ebsworth  likens  to  Sears 
in  the  U.S.,  and  Marui,  which  caters  to 
the  younger  shoppers.  Marui  has  a  9- 
to  10-percent  earnings  growth  rate 
compared  to  the  3-  to  4-percent  aver- 
age for  other  department  stores. 

Anise  C.  Wallace  is  a  New  York-based 
financial  writer. 
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HOW  CAN  YOU 
EVEN  THINK 
M&A 
WITHOUT  TALKING 
TO  THE  WORLD'S 

MOST  POWERFUL 
INVESTMENT  BANK 


WE  DO  BUSINESS  WITH  OVER  60,000  COMPANIES 
WORLDWIDE.  IF  WE  CANT  FIND  A 
PERFECT  COMPANY  FOR  YOU,  WHO  CAN? 

No  other  financial  institution  in  the  world  does  business  with  as  many 
companies  as  Citicorp.  We  have  direct  contacts  with  these  companies.  This  gives 
us  ongoing  relationships  with  thousands  of  possible  merger  and  acquisition 
partners . . .  worldwide. 

In  identifying  possible  candidates,  we  use  every  resource  of  Citicorp:  1.  Our 
thousands  of  bankers  in  93  countries  who  know  every  company  worth  knowing 
about.  2.  Our  90  merger  and  acquisition  specialists,  based  in  22  countries,  who 
cover  the  entire  world.  So,  our  list  of  qualified  candidates  will  include  names  that 
our  competitors  will  miss,  our  clients  might  miss  and  a  computer  would  miss. 


AFTER  THE  MATCHMAKING  COMES  THE  DEALMAKING. 

We  have  the  skill,  experience  and  knowledge  to  make  your  deal  happen.  Wher- 
ever your  prospective  acquisition  company  is  located,  there  are  likely  to  be  local 
Citicorp  people  with  roots  in  the  market.  They  know  what  makes  that  company's 
management  tick. 

Once  the  right  company  is  chosen  we  will  bring  our  expertise  and  resources  to 
every  step  in  making  the  deal. 

We  will  set  a  strategy  and  initiate  contact.  We  will  evaluate  worth,  structure  the 
transaction  and  negotiate  price,  and  settle  the  terms.  We  will  also  arrange  finance, 
and,  in  some  cases,  provide  finance. 

IN  THE  M  &  A  GAME, 
A  SUPER  TEAM  IS  BETTER  THAN  A  SUPER  STAR. 

At  some  investment  banks,  mergers  and  acquisitions  are  treated  virtually  as  a 
one-man  show.  An  M  &  A  super  star,  limited  to  his  own  contacts  and  charisma,  is 
expected  to  steer  you  through  the  complexities  of  evaluating,  negotiating  and 
closing  your  deal. 

Citicorp  offers  you  something  better:  a  team  of  knowledgeable  and  skilled  pro- 
fessionals with  merger  and  acquisition  experience  in  every  important  industry 
and  business. 

Mergers  or  acquisitions  are  not  miracles  performed  by  a  star.  They  require  a 
tough-minded,  relentless  team;  an  organization  with  muscle  and  persistence. 
Once  a  deal  is  underway  at  Citicorp,  our  global  resources  are  at  the  command  of 
your  Citicorp  M  &  A  team.  Our  clients  know  that  a  super  team  is  better  than  a 
super  star. 

If  you  are  seriously  contemplating  a  merger,  acquisition  or  divestiture,  you 
should  contact  Citicorp,  the  world's  most  powerful  investment  bank.  Call 
Robert  H.  Whitby,  Global  Head,  Mergers  and  Acquisitions,  212-559-9003. 


CITICORP®  INVESTMENT  BANK 

©  Citicorp  7986  9  Citicorp  is  a  registered  trademark  SM  Citicorp  Investment  Bank  is  a  servicemark  of  Citicorp 
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GLOBAL  INVESTING 


Fund 


GLOBAL  MUTUAL  FUNDS 
AVAILABLE  IN  THE  U.S. 

Performance  from  1/1/86  to  9/30/86 


Range  of  Assets  $.  1  million  to  $1 00  million 


World  Trends 

37.47% 

First  Investors  International 

32.36 

Principal  World 

28.37 

John  Hancock  Global 

18.60 

Alliance  Global 

12.80 

GAM  Global 

1.99 

Thomson  McKinnon  Global 

-3.00 

Scudder  Global 

-4.92 

Range  of  Assets  $100  million  and  over 

Pru-Bache  Global 

42.07 

Oppenheimer  AIM 

36.19 

PaineWebber  Atlas 

31.66 

Putnam  International  Equities 

30.09 

United  International  Growth 

25.74 

Mass.  Financial  Intl.-Bond 

25.06 

Dean  Witter  World  Wide 

24.69 

Merrill  Lynch  Intl.  Holdings 

23.43 

Shearson  Global 

22.40 

New  Perspective  Fund 

17.31 

Templeton  Global  I 

15.03 

Templeton  Growth 

14.84 

Templeton  World 

14.42 

Templeton  Global  II 

8.35 




::urce:  Lipper  Ana. 


INTERNATIONAL  MUTUAL  FUNDS 
AVAILABLE  IN  THE  U.S. 

Fund      Performance  from  1/1/86  to  9/30/86 


Range  of  Assets  $.1  million  to  $25  million 
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Rn  ap. 
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HC..\J  I 

Fundtrust  International 

37.49 

Sigma  World 

31.81 

GT  Europe  Growth 

28.23 

Canadian  Fund 

-0.72 

Ivy  International 

7.30# 

Colonial  Intl.  Equity  Index 

5.77# 

Financial  Port-European 

3.63# 

International  Cash-Eurocash 

1.76# 

#Funds  were  started  on  4/21/86,  7/24/86, 
6/30/86,  respectively. 

6/2/86  and 

Range  of  Assets  $25  million  to  $100  million 

GT  Pacific  Growth  Fund 

75.71 

Nomura  Pacific  Basin 

61.94 

FT  International 

45.48 

Transatlantic  Fund 

45.27 

Keystone  International 

41.90 

Fenimore  International 

17.34 

Range  of  Assets  $100  million  and  over 

Merrill  Lynch  Pacific 

70.19 

Fidelity  Overseas 

68.82 

BBK  International 

63.66 

T.  Rowe  Price  International 

47.96 

Vanguard  World— Intl.  Growth 

45.15 

IDS  International 

42.16 

Alliance  International 

39.88 

Scudder  International 

37.28 

Kemper  International 

36.77 

Trustees  Commingled  Intl. 

33.45 

Europacific  Growth 

28.95 

Templeton  Foreign 

19.77 

Shearson  Lehman  Intl. 

4.56# 

#Fund  was  started  on  3/3/86. 

Securities.  New  York,  New  York 


Source:  Lipper  An 
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FIDELITY  OVERSEAS  FUNDS! 
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V 


Focus  Your 
Overseas  Investing! 

Fidelity  offers  you  two  exciting  new  funds  that  let  aggessive  investors  focus 
their  search  for  growth  on  specific  regions  of  the  world. 

Newl  Fidelity  Pacific  Basin  Fund.  Japan.  The  Far  East.  Australia.  Just  a 
few  of  the  exciting  markets  where  Pacific  Basin's  managers  seek  aggressive 
growth. 

f/gw/  Fidelity  Europe  Fund.  Tap  the  potential  of  Western  Europe's 
strengthening  economies  in  France,  the  U.K.,  West  Germany,  Italy  and  more. 

Or  consider  Fidelity  Overseas  Fund  for  a  more  diversified  approach. 
It's  one  of the  top-performing  international funds  over  the  past  year)  up  an 
impressive  65.0%:  Of  course,  past  performance  is  no  guarantee  of  future 
results,  but  many  investors  look  to  Fidelity  for  experienced  international  invest- 
ment management. 

•  Start  with  just  $2,500  ($500  for  IRAs)  •  Diversify  your  portfolio  among  more 
than  50  Fidelity  funds  •  24  hour  toll-free  service  •  Fidelity's  professional  inter- 
national management  and  investment  research  •  Call  today! 


■Ranked  by  Lipper  Analytical  Services,  Inc.  which  currently  monitors  over  32  international  funds  for 
12  months  ended  10/31/86. 

-Total  return  for  the  period  ended  10/31/86  includes  change  in  share  price,  reinvestment  of  dividends 
and  capital  gains  distributions,  and  the  3%  sales  charge  updating  Page  5  of  the  prospectus.  Total  return 
for  the  life  of  the  fund  12/4/84  to  10/31/86  is  162.9%  •  Market  conditions  fluctuated  over  the  period. 


Fidelity's  Overseas  Funds.  For  more  complete  information,  including  man- 
agement fees,  expenses  and  applicable  sales/redemption  charges,  call  or  write  for  a  free  prospectus. 
Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors  Corporation,  General  Distribution 
Agent,  P.O.  Box  660603,  Dallas,  TX  75266. 

Name  .  Address  

City   —  State_   Zip . 


to 


4% 


□  Fidelity  Pacific  Basin  (PAF)    □  Fidelity  Europe  Fund  (EUR)    [  ]  Fidelity  Overseas  Fund  (OVE) 

□  Fidelity  IRA  (OVEI)  □  Fidelity  Keogh  (OVER) 

Call  toll-free  24  hours 

1-800-544-6666 


In  Massachusetts  call  collect  617-523-1919 


Fidelity 
Investments 

FORX/ITN/122986 


ier  Galanis  has  been  living  in 
lendor,  while  his  defrauded  investors 
sputter  and  fume  and  sue. 

You  cant 
keep  a  smart 

crook  down 


By  Allan  Dodds  Frank 

T|  HE  LONGEST-RUNNING  show  in 
Broadway  history,  A  Chorus  Line, 
is  now  in  its  twelfth  year,  but 
the  longest-running  scamster  in  U.S. 
finance  has  the  musical  beat  hands 
down.  John  Peter  Galanis  has  been 
swindling  people  almost  nonstop  for 
at  least  16  years — and  getting  away 
with  it.  Justice  Department  officials 
estimate  Galanis'  plunder  at  close  to 
$400  million.  And  he's  only  43. 

At  27,  five  years  after  his  graduation 
with  a  liberal  arts  degree  from  Syra- 
cuse University,  he  was  already  doing 
people  out  of  their  money.  He  learned 
the  investment  business  at  New 
York-based  Neuwirth  Fund,  then  ven- 
tured out  as  an  independent  fund 
manager.  As  an  independent  he  per- 
suaded a  colleague  to  buy  worthless 
warrants  for  the  fund's  portfolio,  then 


paid  him  with  a  816,000  Lambor- 
ghini, airline  tickets  to  Spain  for  two 
girl  friends  and  sporadic  gifts  of  cash. 

As  a  result  he  was  enjoined  by  the 
Securities  &  Exchange  Commission 
from  engaging  in  securities  fraud,  in- 
cluding the  giving  and  taking  of  bribes 
and  the  misappropriation  of  company 
assets.  He  avoided  extradition  to  Can- 
ada, where  he  was  wanted  for  bank 
fraud.  But,  in  1973,  he  did  a  stretch  in 
a  federal  prison  in  Danbury,  Conn,  on 
two  felony  conspiracy  counts.  Once 
out  of  jail  he  continued  his  old  ways, 
and  was  again  enjoined  by  the  SEC  in 
1978.  But  that  didn't  stop  him  from 
repeatedly  and  successfully  brain- 
storming limited  partnerships  in  oil 
and  gas  drilling,  cable  television,  Ara- 
bian horses  and  real  estate. 

Key  to  Galanis'  success  has  been  his 
ability  to  smell  out  what  the  suckers 
will  buy  and  then  to  find  energetic 


pushers  of  his  dubious  merchandise! 
so  that  he  could  personally  keep  oun 
of  public  view. 

But  his  biggest  triumph — and  may- 
be his  last — was  an  audacious  1 985] 
scheme  he  designed  to  develop  a  fourn 
block  stretch  of  Atlantic  City's  board- 
walk, using  tax-advantaged  limited 
partnerships.  By  July  more  than  1,200 
individual  investors  in  nine  separate 
partnerships  and  nine  different  banks 
and  savings  and  loans  around  the! 
country  had  been  drained  of  nearly! 
$80  million  through  Galanis'  Board* 
walk  Marketplace  project. 

How  did  Galanis,  son  of  a  restau- 
rant and  hotel  owner  in  Ipswich,i 
Mass.,  round  up  so  many  eager  inves-i 
tors  and  then  strip  them  of  so  many 
millions?  By  keeping  himself  out  on 
their  direct  view,  concentrating  in- 
stead  on  putting  together  a  nation-' 
wide  network  of  fly-by-night  sales-' 
men,  and  then  counting  on  greed  at  alll 
levels  to  do  his  work  for  him. 

Galanis  rounded  up  more  than  2001 
such  hustlers  for  his  Atlantic  Citfl 
adventure.  Hooked  by  15%  to  18% 
commissions  up  front  (vs.  a  typical! 
10%  to  12%  for  more  conventional] 
merchandise)  and  by  the  promise  ofl 
under-the-table  extras  from  Galanis, 
the  sales  organization  zeroed  in  on 
regional  brokerage  firms  and  on  law- 
yers and  accountants  with  small-busi- 
ness clients.  Operating  through  seem-' 
ingly  blue-blood  names  like  Churchilll 
Private  Capital  Corp.  and  Whitney 
Group,  the  salesmen  promoted  indi- 
vidual partnership  units  offering  atl 
least  2-to-l  tax  writeoffs  at  prices  just) 
shy  of  $100,000.  The  writeoffs  were  to 
come  through  real  estate  deprecia- 
tion, mortgage  interest  deductionsi 
and  interest  deductions  earned  vial 
100%  financing.  Who  would  lend 
100%  on  a  Galanis  scheme-  A  second- 
mortgage  financing  company,  Ameri- 
can Funding  Ltd.,  headed  by  one  Jay 
Botchman,  a  Galanis  crony. 

By  such  means  Galanis  piled  upi 
more  than  $60  million  in  investor; 
funds.  He  warehoused  the  stash  in 
Nashua  Trust  Corp.,  a  Galanis-con- 
trolled  shell  that  acted  as  syndicator 
of  the  project. 

Subsequent  examination  has 
shown  that  more  than  half  the  total, 
some  $35  million,  simply  vanished, 
most  likely  into  offshore  accounts  in 
the  Netherlands  Antilles.  No  more 
than  $25  million  of  the  money  was. 
actually  spent  on  Atlantic  City  land 
and  construction.  Some  of  that  S25 
million  apparently  went  for  the  fund- 
ing of  no-show  construction  jobs.  A| 
federal  grand  jury  in  Camden,  N.J.  isl 
now  probing  whether  the  payments 
were  in  fact  payoffs  to  Philadelphia 


organized  crime  figures  who  control 
building  trades  unions  in  Atlantic 
iiCity.  Some  of  the  money  was  spent  on 
("consulting  advice"  from  an  interior 
jdesign  firm  for  decorating  administra- 
tive offices  for  the  partnerships.  The 
(consultant?  Galanis'  wife,  Carol. 

More  than  $300,000  from  several 
partnerships  was  earmarked  for  a  Ga- 
lanis creation  called  the  Atlantic  City 
■Historical  Society.  The  outfit,  which 
helped  Galanis  curry  favor  with  local 
officials,  was  in  fact  run  by  Galanis' 
icousin,  John  Geanoulis,  and  by  the  son 
:jof  a  former  Chase  Manhattan  Bank 
.■official,  Michael  Calandra.  Geanoulis 
land  Calandra  are  codefendants  with 
Galanis  in  a  criminal  trial  scheduled 
for  January  on  charges  of  defrauding 
iChase  of  $9.5  million  in  a  cable-TV 
(investment  deal  dating  back  to  1983. 
i  Even  as  Nashua  Trust  was  plunder- 
ing the  kitty,  American  Funding,  the 
ioriginator  of  the  investor  notes,  was 
spreading  the  swindle  still  wider.  Ga- 
lanis' good  friend  there,  Jay  Botch- 
man,  bundled  the  notes  together  in 
j$l-million-to-$5 -million  portfolios  as 
jiconsumer  notes  and  sold  them  at  a 
idiscount  to  banks  around  the  country. 

Banks  scrambled  for  the  high-yield 
motes.  Among  them:  thrifts  in  Con- 
jnecticut,  New  York  and  California 
land  the  U.S.  commercial  finance  sub- 
isidiary  of  Barclay's  Bank.  Assuming 


that  "due  diligence"  for  the  project 
was  not  their  responsibility,  even  as 
custodians  of  other  people's  money, 
the  banks  relied  on  the  notion  that  as 
"holders  in  due  course"  they  would 
have  recourse  against  individual  in- 
vestors who  had  signed  the  notes. 

But  Nashua  Trust  filed  for  bankrupt- 
cy and,  of  course,  all  building  stopped. 
That's  when  the  fraud  became  appar- 
ent and  that's  when  gullible  investors 
by  the  hundreds  began  defaulting.  The 
banks  now  holding  their  notes  still 
hope  to  go  after  the  investors. 

Has  Galanis  had  his  wings  clipped? 
Not  so  you  would  notice.  After  oper- 
ating for  years  as  a  "consultant"  out 
of  a  spectacular  $2.2  million  Green- 
wich, Conn,  estate,  he  opened  up  a 
second  front  last  year,  buying  (with 
his  wife)  two  estates  in  the  San  Diego 
area — one  on  the  beach,  the  other  in  a 
mountainside  subdivision — for  nearly 
$5  million,  mostly  in  cash.  He  contin- 
ues to  frequent  fancy  restaurants  such 
as  Lutece  and  hands  out  $100  tips  to 
waiters  and  maitre  d's. 

Some  Galanis  associates  have  been 
beavering  away,  too.  Only  last  sum- 
mer a  group  of  them  contrived  to  take 
control  of  three  domestic  mutual 
funds  with  1 5,000  investors  and  near- 
ly $130  million  in  assets  managed  by 
Oakland,  Calif. -based  ISI  Corp. 

The  Galanis  chums  were  soon  up  to 


old  tricks.  Galanis'  cousin  John  Gean- 
oulis and  Douglas  Adams,  a  broker 
who  sold  scores  of  Galanis  tax  shel- 
ters, directed  ISI  to  buy  $2.9  million 
in  notes  issued  by  Noram  Secured  In- 
come Fund,  a  foreign  Galanis-con- 
trolled  company.  ISI  also  invested 
nearly  $900,000  in  stock  of  a  company 
that  owns  a  Westport,  Conn,  savings 
and  loan,  Columbia  Federal  Savings, 
whose  net  worth  soon  enough 
dropped  from  over  $10  million  to  less 
than  $1  million  after  being  stuck  with 
nearly  $10  million  in  bad  loans  by 
Galanis-related  companies. 

Adams  and  two  other  associates  of 
Galanis  were  ousted  from  manage- 
ment of  ISI  when  news  of  Galanis' 
activities  in  Atlantic  City  began  to 
spread.  Since  no  indictments  have  yet 
been  issued,  they  are  working  both 
coasts,  free  to  dream  up  new  schemes 
in  between  meetings  with  lawyers 
about  civil  suits. 

Is  Galanis'  long  run  of  swindling 
coming  to  an  end?  Fraud  charges 
against  him  are  set  for  trial  in  New 
York  next  month,  and  with  grand  ju- 
ries at  work,  federal  indictments  may 
not  be  far  behind.  Brassy  as  ever,  John 
Galanis  maintains  that  he's  greatly 
misunderstood.  "I'm  easy  to  pick  on 
because  of  what  I  did  years  ago,"  Ga- 
lanis tells  Forbes,  "but  I'm  sorry,  I've 
done  nothing  wrong."  ■ 


ADD  A  NEW 
MERCEDES-BENZ 
TO  YOUR  EUROPEAN 
VACATION  PLANS. 
AND  SUBTRACT 
SOME  OF  THE  COST. 

Plan  to  make  European  delivery  of  a 
new  Mercedes-Benz  part  of  your  1987 
European  vacation  plans.  Select  any 
1987  gasoline  or  diesel  model;1  pick  it 
up  at  the  factory  European  Delivery 
Center-and  embark  on  a  deluxe  driv- 
ing vacation.  Avoiding  costly  rentals 
while  saving  on  the  price  of  your  new 
Mercedes-Benz.  Send  coupon  for  a  free 
European  Delivery  brochure  today. 

"Subject  to  availability. 


Send  coupon  to: 

Mercedes-Benz  of  North  America,  Inc. 
Marketing  Communications  Division 
One  Mercedes  Drive,  Montvale,  NJ  07645 

Name  


Address. 

City  

State  


Zip. 


©1986  Mercedes-Benz  of  N.A.,  Inc.,  Montvale,  N.J 
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The  beauty  of  putting  a  whole  body  skeleton  on 
a  single  transparency  the  size  of  this  page  is  the 
beauty  of  Toshiba  digital  technology 

At  30  frames  per  second,  Toshiba's  new  medical 
scanners  quickly  and  clearly  record  every  bone  in  the 
body  in  a  single  pass.  The  digital  information  is  stored 
in  a  microprocessor.  Then  is  perfectly  reproduced  on  a 
CRT  screen  or  a  single  sheet  of  transparent  film. 

Digital  technology  enhances  every  product  we 
create.  From  medical  equipment  to  home  electronics, 
office  automation  to  heavy  electric  equipment. 

Over  100  years  of  technological  innovation  has 
made  Toshiba  the  ninth  largest  electric  and  electron- 
ics manufacturer  in  the  world. 

At  Toshiba,  we're  choosing  a  better  tomorrow, 
creating  quality  products  that  improve  the  quality 
of  our  lives. 

And  you  don't  do  that  with  magic. 

In  Touch  with  Tomorrow 

TOSHIBA 


International  Harvester,  reborn  as  Navi- 
star, is  finally  back  in  the  black,  but  the 
price  of  survival  was  anguishing  dilution. 


A  surfeit 
of  equity 


By  Barry  Stavro 


T|  ruckmaker  Navistar  Interna- 
tional Corp.,  the  old  Interna- 
tional Harvester,  earned  a  mere 
$2  million  on  sales  of  $3.4  billion  for 
the  fiscal  year  ended  Oct.  31.  But 
don't  sneer:  It  was  the  company's  first 
full-year  profit  since  1979.  It  was 
enough  to  allow  management  and  its 


investment  bankers  to  plan  an  offer- 
ing of  some  1 10  million  shares,  worth 
about  $600  million,  this  month. 

The  plan  is  to  pay  down  long-term 
debt  from  $736  million  to  about  $222 
million  and  save  $86  million  a  year  in 
interest  expense.  Only  four  years  ago 
Navistar's  long-term  debt  was  $2  bil- 
lion. The  stock  proceeds  will  fatten 
the  big  trucker's  net  worth  to  as  much 


as  $547  million,  up  from  $105  million 
recently.  Not  bad  for  a  company  that 
lost  $3.4  billion  between  1980  and 
1985,  was  an  eyelash  from  bankrupt- 
cy in  1982  and  still  had  a  negative  net 
worth  as  recently  as  July  1985. 

Gone  is  the  moneylosing  agricul- 
tural equipment  business,  sold  to 
Tenneco  last  year.  Navistar's  fortunes 
ride  these  days  on  medium-  and 
heavy-duty  trucks  and  diesel  engines. 
The  man  who  led  Navistar's  come- 
back, Donald  Lennox,  68,  chief  execu- 
tive officer  since  1982,  is  leaving  in 
February.  His  replacement  will  be  Na- 
vistar's current  chief  financial  officer, 
James  Cotting,  who  deftly  maneu- 
vered the  company's  restructurings 
past  its  creditors.  With  fresh  cash  in 
hand  and  an  expansionist  gleam  in  his 
eye,  Cotting  says  he  will  be  hunting 
for  acquisitions,  perhaps  in  the  ser- 
vices area,  to  help  use  Navistar's  $1.1 
billion  of  tax-loss  carryforwards. 

If  everything  is  rosy,  why  is  Navi- 
star's common  stock,  trading  recently 
at  SVi,  near  a  two-year  low  and  down 
from  a  high  of  HVs  earlier  this  year? 
Simple.  The  new  offering  will  bring| 
Navistar's  common  capitalization  to 
219  million  shares,  more  than  Chrys 


Navistar's  Springfield,  Ohio  truck  assembly  plant 
Surviving  in  heavy  trucks  isn't  good  enough. 
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'Indicates  A  Fidelity  Exclusive! 


Focus  your  investments  on  specific  industries 
with  any  of  the  35  Fidelity  Select  Portfolios, 
plus  a  Select  Money  Market  Portfolio. 
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Numbers  Game 


ler,  which  has  six  times  Navistar's 
revenues.  Thus,  big  as  Navistar  is, 
there  is  just  over  $15  in  sales  behind 
each  common  share. 

One  immediate  worry  is  whether 
Ford  will  renew  its  contract  and  keep 
buying  Navistar's  diesel  engines.  The 
deal,  worth  about  $300  million  a  year, 
runs  out  in  1990.  Ford  is  now  review- 
ing several  competing  bids.  Beyond 
that,  there  are  other  bumps  in  the 
road  ahead. 

Navistar  has  been  able  to  hold  on  to 
its  leading  24%  market  share  in  class 
8  heavy  trucks,  the  17-ton  behemoths 
that  haul  everything  from  personal 
computers  to  steel.  But  only  some 
118,000  heavy  trucks  will  be  sold  in 
the  U.S.  this  year,  down  12%  from 
last  year  and  32%  below  the  record  of 
174,000  in  1979. 

One  problem  is  that  deregulation  in 
the  trucking  industry  has  meant  more 
efficient  hauling  of  freight,  resulting 
in  reduced  demand  for  equipment. 
With  the  decline  in  heavy  industries, 
there's  less  freight  to  haul.  Despite 
Navistar's  corporate  name  change,  it 
still  sells  trucks  with  the  old  Interna- 
tional brand  name.  Navistar's  heavy- 
truck  dealers  have  had  little  choice 
but  to  take  it  on  the  chin  by  offering 
discounts  of  up  to  40%  off  list  price. 
"We're  making  next  to  nothing  on 
class  8  trucks,"  says  Robert  Cour- 
noyer,  who  runs  an  International 
truck  dealership  in  Chicago. 

Cotting,  meanwhile,  with  an  acqui- 
sition net  in  one  hand,  is  wielding  a 
paring  knife  in  the  other.  Navistar's 
U.S.  employment  is  now  12,800, 
down  1,500  in  the  past  year.  A  push  is 
under  way  to  save  another  $40  mil- 
lion in  costs  over  three  years  by  trim- 
ming 450  more  white-collar  jobs 
while  adding  more  medical  copay- 
ments  on  employee  insurance,  among 
other  things. 

Navistar  also  has  five  other  classes 
of  preferred  stock  and  warrants  trad- 
ing on  the  New  York  Stock  Exchange, 
much  of  it  convertible  into  common 
stock.  When  Navistar's  stock  does 
creep  up,  creditors  who  took  equity  in 
exchange  for  debt  will  almost  certain- 
ly unload  it. 

Nevertheless,  analyst  Timothy 
Drake  of  McDonald  &  Co.  sees  a  pick- 
up in  truck  sales  and  expects  the  com- 
pany to  earn  $157  million,  or  70  cents 
a  share  after  dilution,  on  $3.6  billion 
sales  in  1987.  Even  with  all  the  dilu- 
tion, therefore,  he  likes  the  stock. 

Much  rests  on  Jim  Cotting.  With  a 
solid  core  business,  a  cleaned-up  bal- 
ance sheet  and  those  valuable  tax 
credits,  he  has  a  chance  to  rebuild 
what  was  once  one  of  America's  great- 
est companies.  ■ 


Cannon  Group  isn't  the  first  and  wont  be 
the  last  Hollywood  producer  to  give  inves- 
tors that  queasy  feeling. 


Reel  assets 


By  Tatiana  Pouschine 


It's  no  fun  being  Lee  Isgur  these 
days.  The  PaineWebber  vice  presi- 
dent is  one  of  Wall  Street's  top 
entertainment  industry  analysts.  Is- 
gur likes  Hollywood's  Cannon  Group 
{Forbes,  Sept.  8)  and  has  been  liking  it 
all  the  way  down  from  36.  The  Securi- 
ties &  Exchange  Commission  is  now 
investigating  Cannon's  bookkeeping, 
but  Isgur  has  kept  the  faith.  On  Dec. 
5,  with  Cannon  down  to 
ll3/4,  he  again  recom- 
mended the  stock.  Re- 
cent price:  103/8.  If  it  was 
a  buy  at  36,  think  what  a 
bargain  it  must  be  now. 

But  is  it  a  bargain? 
Thanks  to  accounting 
rules,  it's  almost  impos- 
sible to  judge  a  film' 
company  from  its  pub- 
lished earnings,  even  for 
a  pro  like  Isgur.  It's  just 
about  impossible,  too,  to 
know  how  substantial  a 
company's  earnings  real- 
ly are. 

You  may  remember  ' 
Orion  Pictures.  In  1984  Orion  earned 
$7.3  million,  or  56  cents  a  share.  Last 
year  it  lost  nearly  $32  million,  or 
$4.17  a  share. 

Then  there  was  De  Laurentiis  En- 
tertainment Group.  In  October  the 
stock  was  over  18.  A  few  days  later 
the  company  said  its  accountants, 
Ernst  &  Whinney,  had  caused  it  to 
overcapitalize  some  interest  and  over- 
head. As  a  result,  the  company  restat- 
ed second-quarter  earnings  from  $3.1 
million  to  $1.6  million.  The  stock  fell 
to  9  and  change.  Recent  price:  13'/2. 


Standard  &  Poor's  ratings  officer 
Andrew  Hornick  has  some  advice  for 
investors  bedazzled  by  Hollywood. 
Says  he:  "Anyone  who  buys  a  film 
stock  thinking  it's  a  normal  business 
is  nuts." 

What  separates  the  movie  business 
from  most  businesses  is  how  film- 
makers account  for  their  inventory — 
the  films  they  produce.  In  most  busi- 
nesses, inventory  valuation  is  fairly 
straightforward.  If  dresses,  say,  don't 
move  at  •  $200,  you 
quickly  write  them 
down  to  a  price  that  will 
move  them.  In  quickly, 
out  quickly. 

But  suppose  you  spend 
$20  million  to  make  a 
film.  Financial  Account- 
ing Standards  Board 
Opinion  53  allows  pro- 
ducers to  capitalize  most 
of  that  cost,  including 
production,  national  ad- 
vertising and  promotion, 
as  well  as  some  over- 
head. These  capitalized 
costs  become  an  asset,  to 
be  written  off  over  the 
economic  life  of  the  film. 

The  tricky  question:  What  is  the 
economic  life?  Under  accrual  ac- 
counting, the  accountants  ask  the 
producer  to  estimate  how  much  his 
film  will  gross  at  the  box  office,  in 
video  sales  and  on  television — a  sales 
period  that  can  easily  stretch  over  five 
years.  Against  those  estimated  reve- 
nues, the  producer  then  amortizes  a 
proportional  amount  of  the  cost. 

You  can  see  the  potential  for  abuse. 
To  keep  amortization  charges  down,  a 
producer  might  argue  a  film's  reve- 
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Enjoy  The  Luxury  Of 
Pan  Am's  New  Direct  747 
ServiceTb  Riyadh. 


w 


Starting  December  1st,  you'll  be  able  to 
fly  in  Pan  Am  luxury  all  the  way  to  Saudi 
Arabia,  as  Pan  Am  becomes  the  first  and  only 
U.S.  airline  to  offer  service  to  Riyadh. 

You'll  be  able  to  relax  in  our  big,  roomy 
747s,  where  First  Class  offers  elegant  service, 
gourmet  cuisine,  and  the  incredible  luxury  of 
our  new  leather  and  sheepskin  Sleeperette® 
Seats.  And  where  Clipper*  Class  offers  the 
business  traveler  the  extra  room  and  comfort 
of  six-across  seating. 


Flying  Pan  Am  to  Riyadh  also  gives  you 
the  luxury  of  single  airline  service  from  27 
cities  across  the  U.S.  Plus,  you'll  enjoy  the 
benefits  of  WorldPass,  The  Richest  Frequent 
Traveler  Program  In  The  WorldSM— now  even 
richer  since  we  teamed  up  with  the  American 
Airlines  AAdvantage6  program. 

Pan  Am's  new  service  to  Riyadh .  Luxury 
that  stretches  all  the  way  to  Saudi  Arabia. 

For  information  and  reservations,  call 
your  Travel  Agent  or  Pan  Am  at  1-800-221-1111. 


Pan  AnuYbu  Cant  Beat  The  Experience? 

Schedules  subject  to  change  without  notice.  A*Advantage*  is  a  registered  trademark  of  American     Airlines,  Inc. 
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Cadillac  has  created  the 
Seville  to  be  America's  ultimate 
luxury  sedan.  Its  sophisticated 
styling  illustrates  Cadillac's 
belief  that  an  aerodynamic 
automobile  can  also  be 
elegantly  distinctive.  It  incorpo- 
rates virtually  every  comfort, 
every  convenience  you  could 
ever  reguire.  Seville  inspires 
your  confidence  and  control. 
Impeccably  detailed  with  fine 
leathers  and  genuine  wood. 
Backed  by  the  finest  warranty 
in  Seville  history. 


The  essence  of  elegance. 

Sleek  and  sophisticated.  But  not 
just  for  design's  sake.  This  is  also 
the  most  aerodynamically 
styled  Seville  ever.  What  does 
that  mean  to  you?  It  means  that 
Seville's  styling  actually  contrib- 
utes to  remarkable  interior  guiet 
and  roadholding  stability. 


The  comfort  of  America's 
ultimate  luxury  sedan. 

Seville  goes  beyond  the 
expected.  Consider:  Electron! 
Climate  Control  with  a  sun-lo< 
sensor  that  adjusts  the  interior 
temperature.  A  six-way  power 
seat  that  adjusts  to  your  most 
comfortable  position  behind 
the  leather-wrapped  tilt-andJ 
telescope  steering  wheel.  Anc 
in  the  Seville  Elegante,  power 
lumbar  supports  and  power 
seat  recliners  for  driver  and 
front  passenger. 


Cadillac  is  a  proud  sponsc 


!  3d  manners  that  inspire 
:  nfidence. 

:  'ille  is  equally  comfortable  on 
"buntain  switchbacks  or  in  city 
mic.  With  the  handling  of  four- 
reel  independent  suspension, 
:  uble-isolated  in  the  rear  for 
I  'oothness.  The  spirited 
woonse  of  a  transverse- 
'  i>unted,  fuel-injected  V8 
■  gine  with  front-wheel  drive, 
i  ?se  aualities  culminate  in 
'  n  levels  of  driver  satisfaction. 


A  fine  automobile  should  utilize 
fine  materials.  This  one  does. 

Fine  materials.  Fine  craftsman- 
ship. Supple  leather  and  lux- 
urious cloth  are  handfitted  in 
the  seating  areas.  Genuine 
American  walnut  is  carefully 
inlaid  on  the  instrument  panel 
and  console.  And  leading-edge 
electronics  constantly  keep  your 
Seville  comfortable,  convenient 
and  reliable. 


Seville's  new  5-year/50,000-mile 
limited  warranty. 

Seville  assures  you  the  ultimate 
comfort:  peace  of  mind.  A  new 
longer  5-year/50,000-mile 
limited  warranty"  covers  the 
powertrain  and  seven  other 
major  systems. 

Your  Cadillac  dealer  invites 
you  to  experience  America's 
ultimate  luxury  sedan.  Seville, 
the  elegant  spirit  of  Cadillac. 

'In  some  cases,  a  deductible  applies  See  your 
dealer  for  details 


g  back  the  America's  Cup. 


LET'S  GET  IT  TOGETHER. .  .BUCKLE  UP 


Sharp  shrinks  the  world 


Washington,  D  C  12:01  PM. 

Put  in 
a  letter, 
a  diagram, 
a  chart, 
|    a  photograph.. 


Boston,  MA  12:01  PM 


Sharp  shrinks  the  world— and  the  fax 
machine  too.  The  powerful  new  FO-200  is  the 
smallest  you  can  buy.  A  compact  10.4  pounds,  it 
sits  on  your  desk,  goes  home,  travels  with  you, 
ready  to  transmit  clean,  hard  copies  anywhere  in 
the  world,  to  one  office  or  a  hundred.  Once 
you've  used  it,  you'll  find  the  FO-200  as  basic  to 
your  office  as  a  typewriter  or  copier. 

If  you  need  automatic  dialing  or  storing 
and  forwarding.  Sharp  has  a  full  line  of  facsimile 
machines.  But  for  the  millions  of  small  busi- 
nesses that  thrive  on  the  exchange  of  information, 
this  little  marvel  is  the  answer. 

For  more  information,  1-800-BE-SHARP. 
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In  a  matter  of 
seconds,  across 
the  street  or 
across  the 
world,  a  clean, 
hard  copy 
comes  out. 

INTRODUCING 
THE  FO-200  FAX. 


FROM  SHARP  MINDS 
COME  SHARP  PRODUCTS 


i  nues  will  materialize  later  in  its  life.  If 
i  the  film  bombs,  the  producer  has  a 
[few  years  during  which  he  can  carry 
the  stinker  as  an  asset,  even  though 
I  he  can't  give  it  away.  It  remains  on  his 
books,  a  time  bomb  ticking  away. 

In  the  Orion  Pictures  debacle,  half 
I  of  last  year's  $32  million  loss  resulted 
,  from  writing  down  40  films  released 
I  since  1982.  In  other  words,  the  losses 
weren't  really  incurred  in  1985  but  in 
previous  years  when  Orion  was  re- 
porting fictional  profits. 

Orion  management,  it  seems,  had 
consistently  overestimated  their 
films'  potential — as  Cannon  Group's 
management  is  now  suspected  of  do- 
ing. When  the  income  fell  short  of 
expectations,  the  unamortized  film 
costs  just  stayed  on  the  books  as  an 
asset.  Small  wonder  Cannon  inves- 
tors trampled  each  other  to  the  exit 


"Anyone  who  buys  a  film 
stock  thinking  it  is 
a  normal  business 
is  nuts,"  says  S&P's 
i  Andrew  Hornick. 


i  last  month  when  Cannon  finally  con- 
I  ceded  that,  yes,  there  may  be  material 
■  earnings  restatements  ahead. 

PaineWebber's  Isgur  thinks  Can- 
:  non's  restatements  will  be  positive — 
i  that  is,  Cannon  will  report  that  it 
earned  more  in  the  past  than  original- 
|  ly  reported.  He  argues  that  Cannon's 
films  generate  revenues  late  in  their 
:  economic  life — and  that  the  Group's 
amortization  policy  is  actually  con- 
servative because  it  washes  out  95% 
of  released  film  inventory  within 
three  years.  New  World  Pictures,  by 
contrast,  writes  off  only  74%  of  film 
inventory  costs  within  three  years. 

'Does  that  make  New  World  Pic- 
tures less  conservative?  Or  Cannon 
more  conservative?  "It  might,  or  it 
might  not,"  says  Ernst  &.  Whinney 
partner  Kenneth  Reiss.  He  explains 
that  a  producer  could  delay  writeoffs 
until  late  in  the  three-year  period. 
That's  like  the  fellow  who  jumps  off 
the  roof  and,  halfway  to  the  pave- 
ment, says  everything's  fine,  so  far. 

How  can  investors  protect  them- 
selves against  moviemakers  who 
I  overstate  their  assets?  The  sad  answer 
is,  they  can't.  The  rules  are  just  too 
flexible.  "It's  not  an  accounting  prob- 
lem," insists  Neal  McGrath,  who  ad- 
vises on  motion  picture  accounting 
•standards  for  the  Financial  Account- 
ing Standards  Board.  "It's  an  enforce- 
ment problem."  Cold  comfort,  that, 
to  investors  who  paid  36  for  Cannon 
Group  a  few  months  ago.  ■ 


Gannett  Co.,  the  nationwide  news  and  information  company, 
recently  reported  an  8  percent  gain  in  net  income  for  the  13 
weeks  ended  September  28,  the  76th  consecutive  increase  in 
comparative  quarterly  earnings  since  the  company  went  public 
in  1967. 

Period  Ending  September  28 


Net  Income 

Earnings  Per 
Share 

Operating  Income 

Operating 
Revenues 


13  Weeks 
+  8% 

+  7% 
+  16% 

+  25% 


39  Weeks 
+  8% 

+  7% 
+  17% 

+  27% 


Revenues  and  income  for  the  third  quarter  and  nine  months 
include  results  of  recently  acquired  operations,  including  the 
Des  Moines  Register,  the  Detroit  News,  The  Courier-Journal  and 
Louisville  Times,  community  newspapers  in  California,  New 
Jersey,  Tennessee  and  Iowa,  W*USA-TV  at  Washington,  DC, 
KVUE-TV  at  Austin,  KTKS-FM  at  Dallas,  KHIT-FM  at  Seattle, 
and  KCMO/KCPW-FM  at  Kansas  City. 

Gannett  publishes  92  daily  newspapers,  including  USA 
TODAY,  40  non-daily  newspapers  and  USA  WEEKEND,  a 
newspaper  magazine.  The  company  owns  eight  television 
stations  and  18  radio  stations.  Gannett  also  owns  the  largest 
outdoor  advertising  company  in  North  America. 

For  more  information  about  Gannett,  write  Corporate 
Communications,  RO.  Box  7858,  Washington,  DC  20044. 
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A  WORLD  OF  DIFFERENT  VOICES 
WHERE  FREEDOM  SPEAKS 
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Everyone  who  travels 


Presenting  the  IBM  PC  Convertible. 
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Now  there's  a  personal  computer  you  can  use 
™|  when  you're  in  the  office.  And  when  you're  not. 

The  IBM  PC  Convertible  can  change  from 
desktop  computer  to  portable  at  the  drop  of  a 
i^>r^  hat.  Because  it  works  with  both  a  detachabli 
flip-up  screen  and  an  optional  monitor. 
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should  have 


a  convertible 


It  weighs  in  at  just  over  twelve  pounds. 
But  still  has  all  the  power  you'd  expect  from 
an  IBM  PC.  With  two  diskette  drives  and 
up  to  512KB  of  memory,  the  PC  Convertible 
can  run  many  of  the  most  popular  business 
i  programs. 

It  works  like  other  IBM  PCs,  too.  Right 
down  to  the  full-size  keyboard  and  the 
80-column,  25-line  display. 

And  even  w  hen  you  add  options,  the 


PC  Convertible  is  easy  to  carry.  There's  a 
printer,  for  example,  that  snaps  on  the  back. 
And  a  modem  that  fits  neady  inside. 

So  pick  one  up.  Just  visit  an  Authorized 
IBM  PC  Dealer,  or  call  your  IBM  marketing 
representative.  And  be  sure  to  ask  about  the 
IBM  Credit  Card  and  Commercial  Lease 
plans.  For  the  name  of  a  store  near  you, 
call  1-800-447-4700.  In  Alaska,  call 
1-800-447-0890.  =§=^fyf  ° 


Why  is  it  that  people  who  complain  about  $600  toilet  seats  for  the 
military  become  indignant  when  someone  points  out  equally 
flagrant  examples  of  waste  in  the  schools? 


Are  we  spending 
too  much 
on  education? 
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Input  up,  output  down 

Everyone  knows  that  average  scores 
on  the  Scholastic  Aptitude  Test,  taken 
by  college-bound  high  school 
seniors,  have  deteriorated  since  the 
1960s.  There's  been  some  slight 
recovery  since  1982,  but  this  year's 
results  were  flat.  Much  less  well 
known:  The  amount  spent  to  get  those 
results  has  been  rising  dramatically, 
even  when  adjusted  for  inflation  and 
for  the  number  of  students  in  the 
system.  In  real  terms,  total  costs  per 
pupil  have  almost  quadrupled  since 
the  early  1950s. 


By  Peter  Brimelow 


A lie/'  says  New  York  University  President  John 
Brademas.  "Bennett's  so-called  facts  are  lies." 
i  Brademas,  formerly  an  ultraliberal  congress- 
k  man,  was  responding,  with  something  less 
M  than  academic  calm,  to  U.S.  Secretary  of  Edu- 
cation William  Bennett's  observation  that  thousands  of 
students  receiving  federally  subsidized  student  loans  come 
from  families  with  annual  incomes  above  $100,000  a  year. 

In  this  and  other  ways  Bennett  has  incurred  the  wrath  of 
the  educational  establishment  by  saying  things  people 
know  to  be  true  but  prefer  not  to  think  about.  In  real 
terms,  ^appropriations  for  federal  student  aid  have  in- 
creased 62%  since  1975,  and*public  and  private  college 
tuition  and  fees  have  gone  up  14.5%  and  29.3%,  respec- 
tively. That's  inflation-adjusted — in  dollar  terms  the  in- 
creases have  been  astronomical.  Bennett  suggests  there 
ought  to  be  "college  cost  containment"  to  match  "hospital 
cost  containment." 

In  any  other  business,  such  a  suggestion  would  ruffle 
scarcely  a  hair,  but  the  education  business  has  wrapped 
: itself  in  such  a  mantle  of  righteousness  that  it  and  its 
i  defenders  become  livid  if  anyone  suggests  it  should  be 
i subject  to  even  the  sketchiest  economic  rules.  Yet  few 
question  that  the  U.S.  educational  system  has  serious 
flaws.  And  throwing  money  at  education  has  not  produced 
iresults  commensurate  with  the  cost.  Are  we  spending  too 
much  money  on  education,  particularly  in  relation  to  the 
iresults? 


In  full  realization  that  education  is  too  broad  and  serious 
a  subject  to  be  treated  exhaustively  in  a  relatively  brief 
magazine  article,  Forbes  feels  it  is  not  unreasonable  to 
apply  some  simple  economic  criteria  to  the  vast  and  costly 
U.S.  educational  system.  To  ask  for  accountability  from 
educators  is  not  to  be  against  education.  It  is,  in  fact,  vital 
that  it  be  done. 

By  calling  Education  Secretary  Bennett  a  liar,  NYU's 
Brademas  is  playing  his  chosen  role  in  the  latest  act  of  the 
Great  American  Education  Melodrama.  Over  the  years, 
this  long-running  favorite  has  acquired  certain  classic  fea- 
tures. Regular  lamentations  over  new  evidence  that  the 
system  isn't  working  are  met  with  stern  demands  from 
professional  educators  that  the  real  issue  be  faced,  namely 
the  need  to  spend  more  money,  mostly  on  them. 

The  next  scene  in  this  particular  act  occurred  on  Dec.  3, 
the  day  following  Brademas'  comments.  The  congressio- 
nally  mandated  National  Assessment  of  Educational  Prog- 
ress brought  out  its  Writing  Report  Card.  It  said  American 
school  kids  can't  write  very  well.  Mary  Futrell,  president 
of  the  National  Education  Association,  responded  in  the 
press  that  smaller  classes  would  give  teachers  more  time 
to  teach  writing. 

Now  the  plain  fact  is  that  pupil-teacher  ratios  have  been 
falling  throughout  this  century.  There  are  about  18  pupils 
per  teacher  in  public  schools  in  1986.  There  were  27  in 
1955.  Back  in  1900  there  were  37.  And  in  any  case,  educa- 
tion researchers  have  been  unable  to  produce  any  consis- 
tent evidence  that  low  pupil-teacher  ratios  actually  do 
improve  student  performance. 
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Repeat  after  me,  say  the  educators:  There  is  little  wrong 
with  education  that  more  money  won't  cure.  In  any  other 
debate,  Futrell's  response,  which  only  serves  to  increase 
the  demand  for  teachers,  would  have  been  laughed  out  of 

the  room. 

Although  no  one  talks  about  productivity,  it  is  a  truism 
that  U.S.  education  is  big  business.  Some  64.2  million 
Americans,  more  than  a  quarter  of  the  entire  population, 
were  studying,  teaching  or  otherwise  occupied  in  schools 
and  colleges  in  the  fall  of  1986.  Their  activities  are  con- 
suming about  7%  of  GNP — almost  exactly  the  same  as  the 
much-reviled  defense  establishment.  Perhaps  another  6% 
of  GNP  is  spent  by  the  military  and  business  together  on 
their  own  education  and  training  programs.  (All  too  fre- 
quently remedial:  The  Department  of  the  Navy  told  the 
National  Commission  on  Excellence  in  Education  in  the 
early  1980s  that  one-quarter  of  recent  Navy  recruits  could 
not  read  at  ninth-grade  level,  the  minimum  needed  to 
understand  written  safety  instructions.  And  that's  re- 
cruits, not  applicants.) 

This,  of  course,  still  understates  the 
ultimate  economic  burden  of  educa- 
tion, its  "opportunity  cost" — the  out- 
put that  could  otherwise  be  generated 
by  those  in  school.  If  the  17.5  million 
students  in  1 1  th  grade  and  above 
earned  only  the  minimum  wage,  for 
example,  they  would  immediately  add 
as  much  as  another  3%  to  GNP. 

But  listen  to  the  Washington  Post,  edi- 
torializing recently  on  Secretary  Ben- 
nett's proposal  for  an  Income  Contin- 
gent Loan  program  that  would  end  the 
interest  subsidy  on  student  loans  but 
substitute  a  more  manageable  repay- 
ment schedule: 

"Broad  access  to  higher  education 
deserves  every  penny  the  government 
can  find  for  it,  for  the  investment  will 
pay  off  a  hundredfold." 

A  hundredfold'  And  out  of  whose 
pocket  should  the  money  come? 

Fl  rom  an  economic  standpoint,  edu- 
cation is  a  good  like  any  other.  It 
must  compete  for  scarce  resources 
with  the  economy's  need  for  food,  shel- 
ter and  myriad  alternatives.  Every  pen- 
ny that  is  spent  on  education  has  to  be 
diverted  from  these  other  options — un- 
less education  spending  is  to  be  viewed 
as  an  end  in  itself,  as  many  profession- 
al educators,  and  seemingly  the  Wash- 
ington Post,  do. 

The  returns  from  education  are  dis- 
tinctly less  than  a  hundredfold.  U.S. 
government  statistics  suggest  that  the 
median  income  of  a  full-time  male 
worker  with  four  years  of  college  in 
1985  was  1.35  times  that  of  a  compara- 
ble high  school  graduate,  a  difference 
of  some  $8,000  a  year.  The  total  cost  of 
four  years  at  a  public  college,  on  aver- 
age, was  more  than  $21,000  in  1985, 
and  nearly  $40,000  at  a  private  college. 
If  that  money  had  to  be  borrowed  and 
repaid,  the  investment  in  education 
could  quickly  become  marginal  com- 
pared to  alternatives,  especially  as  col- 
lege students  are  a  self-selected  group 


who  would  probably  earn  more  than  the  average  high 
school  graduate  anyway.  This  is  why  a  number  of  critics 
have  argued  that  a  college  degree  can  be  an  irrational 
investment  for  some  students. 

William  A.  Niskanen,  chairman  of  the  Washington- 
based  Cato  Institute  think  tank  and  a  former  member  ol 
the  President's  Council  of  Economic  Advisers,  is  well 
qualified  to  speak  on  the  subject.  He  says  the  return  to 
higher  education  investment  by  individuals  has  been  esti 
mated  in  the  10% -to- 15%  range,  about  equal  to  the  return 
on  manufacturing  investment.  "This  would  suggest  that 
the  system  is  in  equilibrium,"  Niskanen  says.  But  it  alsc 
suggests  that  increased  spending  by  individuals  would 
uneconomic — and  raises  the  question  of  what  the  returns 
are  on  government  investment  in  higher  education. 

Presumably  this  return  is  to  be  found  in  the  "externali 
ties"  some  economists  and  educators  claim  result  from 
spending  on  education.  These  are  nebulous  goodies  like 
civility  and  the  teaching  of  common  values,  the  benefits  oi 
which  flow  to  society  rather  than  to  the  individual. 


The  right  share? 


The  U.S.  doesn't  spend  more  of  its  GNP  on  education 
than  any  other  industrialized  country — but  it's  getting 
up  there.  Should  Sweden  or  West  Germany  be  the 
model? 
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Such  benefits  of  civility  were  scarcely  visible  in  the 
rowdy  Harvard  students  and  others  who  forced  cancel- 
ation of  a  university  dinner  for  alumni  at  their  university's 
irecent  350th  birthday  celebration  because  they  objected  to 
the  university's  investments  in  companies  doing  business 
in  South  Africa. 

Most  free-market  economists  view  such  claims  of  desir- 
lable  social  by-products  with  the  indignation  of  a  poker 
player  watching  a  professional  gambler  palm  cards.  With- 
out more  explicit  (and  testable)  details,  it  is  always  possi- 
ble that  these  benefits  would  be  generated  anyway  in 
society,  perhaps  by  religious  organizations  or  the  mass 
media,  or  that  they  could  be  delivered  more  economically 
iby  less  fashionable  methods,  such  as  reinstituting  the  draft 
or  spending  more  money  on  the  police. 

One  externality  that  has  been  tested  empirically  did 
'little  to  enhance  the  case  for  public  spending  on  education 
Ijohn  Lott  Jr.  of  Montana  State  University  and  the  Hoover 
Institution  discovered  that,  all  other  things  being  equal, 
public  schooling  appeared  to  be  positively  correlated  with 


juvenile  delinquency. 

Faith  in  education  has  become  America's  established 
religion.  The  externality  argument  is  in  many  respects  just 
a  highfalutin  way  of  expressing  revulsion  that  anyone 
should  be  so  profane  as  to  attempt  to  measure  the  returns 
on  something  as  ineffable  as  education.  But  after  all,  a  free 
press  also  has  a  noneconomic  value  in  society,  and  journal- 
ists are  at  least  as  conceited  as  educators  about  their  public 
importance.  Yet  the  press  exists  in  a  world  of  beady-eyed 
capitalists.  Education  probably  can,  too. 

A funny  thing  has  happened  to  the  share  of  America's 
scarce  resources  consumed  by  the  education  estab- 
lishment. It's  gone  up.  Comparisons  are  difficult  because 
of  the  influence  of  miscellaneous  factors  like  the  differing 
proportions  of  children  in  the  population.  But  it  is  notable 
that  spending  on  public  and  private  schools  and  colleges 
was  only  3.1%  of  GNPin  1929  and  still  only  3.8%  in  1953, 
after  which  it  started  to  rise. 

Remember  this  is  a  relative  measure.  Computers  and 
VCRs  may  cost  a  lot,  but  it's  doubtful  that  they  are  a 

  greater  burden  than  one-room  school 

houses  were  for  the  cruelly  poorer 
America  of  60  years  ago.  Anyway, 
shouldn't  these  capital  expenditures 
bring  operating  efficiencies? 

Spending   on   education   has  in- 
creased as  wealth  has  grown.  Accord- 
ing to  Engel's  law,  first  formulated 
by  the  19th-century  statistician 
Ernst    Engel,    the  proportion 
spent  on  necessities  falls  as 
wealth  increases,  and  the  share 
devoted  to  luxuries  rises.  Educa- 
tion, by  this  criterion,  is  acting 
not  like  a  necessity  but  like  a 
luxury.  At  least  in  part  it  seems 
to  function  not  as  an  investment 
good  but  as  a  consumption  good. 
Which  means  that  spending  on 
education  is  no  more  sacrosanct 
than  spending  on,  say,  whiskey. 

The  educational  establishment's 
sanctimoniousness  might  be  excus- 
able if  the  educators  could  point  to 
results  from  this  increased  spending. 
But  the  statistics  all  show  a  cata- 
strophic and  continuing  productivity 
decline.  Annual  current  expenditure 
per  pupil  in  public  elementary  and 
secondary  schools  has  risen  steadily 
in  real  terms  since  the  Depression  and 
has  virtually  quadrupled  since  1949, 
for  a  total  of  $3,677  in  1985-86.  Work 
force  input  has  been  expensively  up- 
graded: Public  school  teachers  in  1983 
had  a  median  work  experience  of  13 
years,  up  from  8  in  the  mid-1970s,  and 
the  proportion  with  a  master's  degree 
doubled  in  20  years,  to  53%.  Pupil- 
teacher  ratios  have  decreased,  but  the 
ratio  of  pupils  to  the  number  of  ad- 
ministrators and  other  professionals 
employed  in  the  school  system  has 
decreased  faster — from  25.3-to-l  in 
1955-56  to  15.9-to-l  in  1985-86. 
Teachers'  salaries  have  fallen  as  a  pro- 
portion of  total  school  spending  from 
55.4%  in  1955  to  40.5%  in  1985. 
It  would  have  been  disappointing  if 


More  adults,  fewer  children 

It's  taking  more  and  more  staff  members  (teach- 
ers, principals,  counselors,  librarians)  to  process  a 
given  number  of  pupils.  Productivity  is  falling — 
and  quality  has  been  slipping,  too. 


school  results  had  remained  merely  constant  in  the  face  of 
this  input  plethora.  But  in  fact  they  fell.  The  best-known 
measure  is,  of  course,  the  Scholastic  Aptitude  Test,  taken 
by  college-bound  seniors  only  but  widely  used  as  a  proxy 
for  school  performance  despite  its  proprietor's  continuous 
protestations  that  it  was  not  designed  for  that  purpose. 
The  average  SAT  scores  fell  sharply  for  20  years,  from  969 
in  1961  to  890  in  1981,  after  which  it  staged  a  small  rally. 
This  year's  average,  just  announced,  was  a  flat  906.  SAT 
scores  may  have  understated  the  deterioration,  since  there 
is  some  evidence  that  the  test  became  easier  by  a  factor  of 
perhaps  ten  points  over  the  years. 

By  contrast,  the  more  complex  National  Assessment  of 
Educational  Progress  test  is  designed  to  study  average 
performance.  It  seems  to  show  a  flat-to-rising  trend  since 
1971,  with  black  and  Hispanic  children  registering  the 
most  improvement.  But  the  absolute  levels  of  achieve- 
ment revealed  by  NAEP  are  devastating.  In  1983-84  only 
39.2%  of  17-year-olds  were 
found  to  be  "adept,"  or  at  a 
level  appropriate  for  their 
age,  in  reading — a  smaller 
proportion  than  went  on  to 
college.  Only  15.5%  of 
blacks  and  19.9%  of  His- 
panics  were  judged  "adept." 

Hardly  surprising,  the 
Department  of  Educa- 
tion reports  that  in  1983- 
84,  16%  of  college  fresh- 
men were  enrolled  in  reme- 
dial reading,  21%  in 
remedial  writing  and  25% 
in  remedial  mathematics. 
More  than  four  out  of  five 
colleges  offered  these 
courses,  and  over  60%  of 
them  said  remedial  course 
enrollment  had  increased 
since  1978. 

Reviewing  the  evidence 
in  a  much-admired  paper  in 
the  September  Journal  of 
Economic  Literature,  econo- 
mist Eric  A.  Hanushek  of 
the  University  of  Rochester 
concluded  that  the  experi- 
ence since  1960  is  unmis- 
takable: "Expenditures  are 
unrelated  to  school  perfor- 
mance as  schools  are  cur- 
rently operated." 

Evidence  of  consumer  distress  with  public  educa 
tion  is  provided  by  the  growth  of  private  schools,  whose 
proportion  of  total  enrollments  has  edged  up  in  recent 
years  from  12.5%  of  total  enrollment  to  14.6%,  and  the 
silent  spread  of  a  well-organized  underground  subculture 
of  parents  who  educate  about  50,000  children  at  home. 
This  unrest  is  not  restricted  to  whites.  Joan  Davis  Ratteray 
of  the  Washington-based  Institute  for  Independent  Educa- 
tion reports  an  increase  in  black  private  school  enrollment 
in  the  inner  cities;  there  are  nearly  50  such  schools  in 
Chicago,  mostly  on  the  South  Side. 

Comparing  U.S.  education's  GNP  share  with  that  of 
other  countries  is  also  disillusioning.  It  seems  clear  the 
U.S.  spends  a  smaller  share  than  socialist  states  like  Swe- 
en,  but  somewhat  more  than  eminently  respectable  capi- 
tst  countries  like  Switzerland  and  West  Germany, 
spears  that  the  Japanese  also  spend  marginally  less 


than  the  U.S.  "But  they  get  so  much  more  out  of  it,"  says 
Cato's  Niskanen.  He  says  that  in  Japan  education  ceases  to 
be  compulsory  at  14,  although  most  students  opt  to  stay 
on  under  an  indirect  voucher  plan  whereby  government 
aid  is  channeled  to  the  school  on  the  basis  of  enrollment. 
Japanese  students  consistently  outperform  Americans  at 
the  high  school  level. 

U.S.  education  is  in  essence  a  socialized  business,  the 
American  equivalent  of  the  Soviet  Union's  collectivized 
farms.  In  such  a  setup  the  power  of  the  education  lobby  and 
the  sympathy  that  the  media  extends  to  educators  become 
the  decisive  factor  rather  than  the  results.  Education's  share 
of  GNP  isdetermined  by  political  considerations  rather  than 
by  any  market  process.  Its  impulse  is  to  grow  by  recruiting 
and  retaining  ever  more  marginal  students  without  any 
consideration  of  marginal  utility — whether  the  result  is 
worth  the  effort.  Educators  sometimes  argue  that  school 
productivity  has  fallen  because  of  the  social  problems 

dumped  on  them,  but  this  is 


an  explanation,  not  an  ex 
cuse:  In  practice,  they  never 
resist  more  recruits. 

As  with  Soviet  agricul- 
ture, U.S.  education's  effi- 
ciency problems  cannot  be 
solved  with  more  input  or 
exhortation  because  they 
arise  from  the  nature  of  the 
system  itself.  One  govern- 
ment study  in  the  late 
1970s  showed  that  the  cost 
of  private  delivery  of  ser- 
vices is  over  half  that  of 
public  institutions'.  "No- 
where have  I  found  that 
public  schools  do  better 
than  private  schools,"  says 
E.G.  West,  professor  of  eco- 
nomics at  Carleton  Univer- 
sity in  Ottawa. 

There  is  no  reason  a  pri- 
vate delivery  system  is  in- 
compatible with  a  govern- 
ment interest  in  fostering 
education.  After  all,  Wash- 
ington is  in  the  food  stamp 
business,  not  the  supermar- 
ket business.  Giving  par- 
ents $3,677  per  child  to 
spend  in  the  school  of  their 
choice  would  probably  en- 
hance efficient  allocation  and  reduce  the  economic 
burden  of  education  in  the  long  run. 
But  it  won't  happen  soon.  The  education  establishment 
is  a  confirmation  of  the  public  choice  approach  to  econom- 
ics for  which  James  Buchanan  was  recently  awarded  the 
Nobel  prize.  Highly  organized  professional  educators, 
sympathetic  liberal  legislators  and  a  constituency  of  ma- 
nipulable  education  consumers  form  a  classic  "iron  trian- 
gle" that  has  proved  impervious  to  reform.  A  symbol  and  a 
symptom:  John  Brademas  himself. 

Are  there  $600  toilet  seats  in  American  education?  Well, 
the  New  York  City  Board  of  Education,  heavily  influenced 
through  the  mid-1970s  by  the  local  Democratic  machine, 
has  $62,000-a-year  custodians — and  teachers  in  ghetto 
schools  who  have  to  scrounge  textbooks  from  friends. 

Are  we  spending  too  much  money  on  education?  At 
least  in  terms  of  what  we  are  getting  for  the  money,  the 
answer  is  a  loud  "yes."  ■ 


All  of  these  securities  having  been  sold,  this  announcement  appears  as  a  matter  of  record  only. 


$1,047,068,308 

Safeway  Stores  Holdings  Corporation 

a  newly  formed  corporation  organized  by 

Kohlberg  Kravis  Roberts  &  Co. 

to  effect  the  acquisition  of 

Safeway  Stores,  Incorporated 

$750,000,000 
11%%  Senior  Subordinated  Notes  due  1996 

(Interest  payable  May  15  and  November  15) 


$250,000,000 
12%  Subordinated  Debentures  due  1998 

(Interest  payable  May  15  and  November  15) 


450,000  Shares 
Adjustable  Rate  Cumulative  Exchangeable  Preferred  Stock 


99,000  Limited  Partnership  Interests 

Which  Will  Acquire  and  Hold  Warrants  to  Purchase 
13,928,000  Shares  of  Common  Stock  of 
Safeway  Stores  Holdings  Corporation. 

Drexel  Burnham  Lambert 

INCORPORATED 

November  1986 


IBM  presents  i 
to  come  to  the 


There  are  countless  reasons 
why  over  three  million  people 
have  made  IBM®  the  first  choice 
in  business  computing. 

But  here  are  four  of  the  best: 
the  computers  that  make  up  the 
IBM  family  of  business  PCs. 
Together,  they  offer  a  full  range  of 
choices  in  power  and  price.  And  now; 
we're  celebrating  their  fifth  anniversary. 

The  IBM  Personal  Computer. 
A  classic  example. 

It's  no  wonder  business  has  grown 
attached  to  the  IBM  PC -a  perfect  bal- 
ance of  power  and  affordability. 

As  a  first  computer,  its  a  natural 
choice  for  helping  with  basic  business 
tasks,  from  letters  to  ledgers. 


PC 


* 
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IBM  Personal  Computer  XT.™ 
The  bigger  you  get,  the  better  it  gets 

With  eight  expansion  slots,  the  PC  X 
is  literally  built  for  growth.  So  adding  ne\ 
features  is  as  easy  as  plugging  them  in. 

Its  available  with  a  hard  file  that  ston 
10,000  double-spaced  pages  of  iniormatk 

And  the  new  PC  XT  Model  286  give; 
you  even  more -extra  speed  to  get  througj 
your  work  faster. 

IBM  Personal  Computer  AT.®  High 
performance  reaches  new  heights. 

The  AT  stands  for  Advanced  Tech- 
nology. Which  means  it  s  extraordinarily 
fast.  And  can  store  mountains  of  informa 
tion-30,000  double-spaced  pages'  worth, 
w  ith  a  pair  of  30-megabyte  hard  files. 
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ir  different  ways 
me  conclusion. 


\o  question,  the  Personal  Computer 
Fys  the  computer  for  people  who  work 
t*  lots  of  information  and  need  to  get 
ifast. 

[|    The  IBM  PC  Convertible. 
One  computer  for  people  who 
really  need  two. 

IJHere's  a  powerful  computer  you  can 
ips  a  portable  or  a  desktop.  It  works 
in.  both  a  flip-up  screen  and  an  optional 
&kop  monitor. 

i  The  PC  Convertible  weighs  just  over 
Hounds,  but  it's  a  full-fledged  member 
[lie  IBM  PC  family.  And  there's  really 
lliing  lightweight  about  that. 

Meet  the  extended  family. 

I  makes  even  more  powerful  PCs  as  well. 
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There's  the  super-fast  IBM  RT  PC, 
for  technical  professional  uses.  The  IBM 
3270  PC,  for  access  to  IBM  mainframe 
computers. 

And  the  IBM  System/36  PC.  It  can 
work  alone  or  share  its  resources  with  a 
group  of  PCs  (or  other  System/36 
computers). 

Draw  your  own  conclusion. 

IBM  offers  quite  a  choice  in  PCs.  As 
well  as  a  choice  of  affordable  ways  to  get 
one:  the  IBM  Credit  Cards  for  individuals 
and  companies,  and  the  IBM  Commercial 
Lease  Agreement. 

For  further  details,  visit  an  Author- 
ized IBM  PC  Dealer,  or  call  your  IBM 
marketing  representative. 

For  a  store  near  you,  call  1-800- 
447-4700.  (In  Alaska,  1-800-447-0890; 
in  Canada,  1-800-465-6600;  for  a  Value 
Added  Dealer,  1-800-426-8277.) 


©  Copyright  1986  IBM  Corporation  IBM  and  IBM  Personal  Computer  AT  are  registered 
trademarks,  and  IBM  Personal  Computer  XT  and  PC  XT  are  trademarks,  ot  International  Business 
Machines  Corporation  Little  Tramp  character  licensed  by  Bubbles  Inc.,  s.a. 
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The  Up  &  Comers 
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Partners 


Judy  and  Alan  Fellheimer  have  gotten  rich 
turning  around  a  troubled  bank.  Mr.  and 
Mrs.  Nice  Guy  they)  are  not. 

Captain  Workout 
and  his 
golden  girl 


By  Phyllis  Berman 

1 inked  by  unusual  ambition,  they 
_  came  together  from  different 
I  worlds.  ludy  Fellheimer,  nee 
Eichen,  was  raised  in  west  Philadel- 
phia. A  physician's  daughter,  middle 
class  and  striving,  she  grew  up  aggres- 
sive, with  the  confidence  that  comes 
from  not  worrying  where  one's  next 
meal  is  coming  from.  She  married, 
had  kids,  went  to  Temple  Universi- 
ty's law  school  (class  of  73),  practiced 
real  estate  law.  But  it  wasn't  enough. 

Alan  Fellheimer,  son  of  a  door-to- 
door  salesman,  grew  up  tough  in  a 
shabby  rowhouse  in  Philadelphia's 
Mount  Airy  section.  Brash  and  re- 
sourceful, determined  to  rise  from  his 
poverty,  he,  too,  took  a  law  degree 
from  Temple  (class  of  '71)  and  figured 
he  had  it  made  when  Philadelphia's 
prestigious  law  firm  Ballard,  Spahr, 
Andrews  &.  Ingersoll  took  him  in. 

When  Judy  Eichen  divorced  her  first 
husband  in  1971,  her  mother  warned 
her  she'd  just  marry  the  same  type  of 
man  the  second  time  around.  But  in 
1975  ludy  Eichen,  then  working  at  a 
medium-size  law  firm  doing  real  es- 
tate deals,  met  Alan  Fellheimer. 

More  than  a  love  affair  resulted.  It 
became  a  business  partnership.  Judy 
recalls  she  "prenegotiated"  her  hus- 
hand-to-be's  promise  to  quit  Ballard, 
Spahr  before  their  marriage. 

Quit  the  law  firm?  At  the  time, 
I  ollheimer  was  recently  divorced  and 
in  debt.  As  a  bankruptcy  specialist 
representing  bondholders  in  the  Penn 
-cntral  mess,  the  young  Fellheimer's 
2(  ts  at  the  firm  were  bright. 
' :  what  Judy  wanted  in  a  husband 


Alan  and  Judy  Fellheimer 


"She's  more  of  a  hawk." 

was  not  just  a  good  provider  but  an 
entrepreneurial  partner.  "Judy  has  a 
DNA  strand  that  says  you  should 
work  for  yourself,"  says  her  husband. 

In  1975,  with  $9,000  between  them, 
they  hung  out  their  own  shingle.  "We 
rented  an  office  from  a  lawyer  who 
had  been  disbarred  and  got  [law]  books 
and  a  Xerox  machine  on  time,"  Fell- 
heimer remembers.  "I  would  have 
never  done  it  without  Judy.  She's 
more  of  a  hawk  than  I  am." 

That  first  year  the  Fellheimers 
earned  more  than  at  their  previous 
jobs.  Specializing  in  problem  loan 
workouts  for  troubled  banks,  the  firm 
often  earned  a  percentage,  sometimes 
as  much  as  5%,  of  the  proceeds  on  the 
bad  loans  it  collected.  It  was  an  ideal 
incentive  for  workout  specialists  as 


tough  as  the  Fellheimers. 

By  1985  the  Fellheimers  had  built 
their  firm  to  42  lawyers  and  four  of- 
fices. End  of  story?  No,  beginning  of 
the  next  chapter. 

In  1984  Equimark  Corp.,  Pitts- 
burgh's third-largest  commeicial 
bank,  was  going  down  the  tubes:  Non- 
earning  assets  totaled  $120  million,  a 
near-terminal  7%  of  its  entire  loan 
portfolio.  That  year  Pennsylvania's 
state  banking  secretary  asked  Alan 
Fellheimer  and  a  close  associate  with 
whom  Fellheimer  has  since  parted 
ways  to  take  over  Equimark's  finan- 
cial operations. 

"This  bank  was  dead,"  says  Fell- 
heimer. "It  had  no  capital.  It  had  hu- 
mongous  bad  loans.  It  had  lost  $80 
million  over  three. years."  It  was  also 
featured  on  the  Comptroller  of  the 
Currency's  list  of  troubled  banks. 

The  Federal  Reserve  Board  told  Fell- 
heimer he  could  run  his  law  firm  or 
the  bank,  but  not  both.  In  1985  thel 
Fellheimers  sold  their  share  of  the  law| 
firm  to  their  partners.  It  is  now  called 
Klehr,  Harrison,  Harvey,  Branzburg, 
Ellers  &  Weir  and  is  doing  well! 
enough. 

Again,  the  workout  lawyer's  goldeni 
girl  showed  her  touch.  "I  had  been  ml 
favor  of  his  [Alan's]  leaving  the  law 
firm  long  before  he  left,"  she  says. 
"When  it  was  small  and  everyone  wasi 
an  employee,  it  was  fine.  But  after  wej 
made  them  partners,  Alan  had  a  vi-| 
sion  of  expanding  the  firm,  of  going) 
national.  But  our  partners  had  much! 
more  modest  expectations,  and  it  be- 
gan to  be  a  battle." 

Equimark  needed  a  quick  $25  mil- 
lion capital  infusion.  The  Fellheimers) 
put  up  $1.5  million  and  raised  thel 
balance  from  friends  and  clients  orga- 
nized as  a  partnership.  All  told,  the) 
Fellheimer  partnership  today  controlsi 
34%  of  Equimark's  32  million  shares.. 

The  bank's  worst  loan,  in  terms  of! 
collectibility,  was  a  participation) 
with  1 1  other  banks  in  a  $20  million 
loan  to  an  Indian  trading  company  in) 
Lagos,  Nigeria.  A  banker  might  be 
able  to  collect  on  this  loan  in  the  local] 
currency,  Nigerian  naira,  but  Nige- 
ria's central  bank  kept  refusing  toi 
convert  those  naira  into  dollars. 

Captain  Workout  sent  his  golden 
girl  to  Lagos.  Within  two  weeks  she 
was  back,  $20  million  loan  in  hand, 
and  in  dollars. 

Alan  Fellheimer  has  visited  every 
problem  borrower  across  the  U.S.  At 
an  unfinished  81 -unit  apartment 
complex  in  Palm  Beach,  Fla.,  one 
Equimark  officer  or  another  was  on 
site  every  week  for  almost  a  year  until 
the  units  were  completed  and  sold.; 
"To  turn  one  of  these  things  around, 


AEsT  BRINGS  YOU 
A  PROGRAM 
fflAT  CONTINUES  TO 
MAKE  HISTORY* 


Three  years  ago,  The  MacNeil/Lehrer  Report  became 
The  MacNeil/Lehrer  NewsHour—  and  made  history  as  the  first 
hour-long  evening  news  program  on  national  television. 

Through  in-depth  analysis  and  interviews  with  expert 
guests,  Robert  MacNeil  and  Jim  Lehrer  have  been  helping  many 
of  us  better  understand  the  complex  world  we  live  in. 

We  at  AT&T  began  supporting  the  MacNeil/Lehrer 
approach  to  the  news  in  1979.  We're  still  doing  it  today. 

We're  proud  of  the  association.  We  believe  it's  one  more 
reflection  of  our  commitment  to  excellence.  In  business.  And  in 
the  quality  of  life. 

The  MacNeil/Lehrer  NewsHour. 
Weeknights  on  PBS.  Have  a  look  for      -      sz  AT&T 
yourself.  See  why  we're  so  proud. 


The  right  choice. 


1986 


Seven-Up  Holding  Company 


has  acquired 


The  Seven-Up  Company 


We  acted  as  financial  advisor  to 

Seven-Up  Holding  Company  in  this  transaction 


Donaldson,  Luf  kin  &  Jenrette 


J 
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$175,862,500 


Seven-Up  Holding  Company 


Acquisition  financing  consisting  of:  Subordinated  Debt 
Instruments  and  Equity  Securities. 


We  acted  as  placement  agent  and  financial  advisor  to 
Seven-Up  Holding  Company  in  the  arrangement,  negotiation 
and  placement  or  sale  of  these  securities. 


Donaldson,  Luf  kin  &  Jenrette 


lou've  just  got  to  work 
nd  work  those  loans,"  he 
xplains. 

Today  Equimark  is  off 
ihe  Comptroller's  ailing 

ank  list,   virtually  the 

nly  bank  to  emerge  with- 

ut  government  aid.  The 
lank  earned  a  small  oper- 

ting  profit  of  $  1 .6  million 

i  the  first  nine  months  of 
i'  986,  vs.  an  $11.4  million 
,  perating  loss  in  the  same 

eriod  last  year.  Problem 

Dans  are  down  to  less 

han  3%  of  its  loan  portfo- 

io,  from  7%  when  the 
l;ellheimers  moved  in. 
Equimark's  ratio  of  capi- 

jal-to-assets  stands  at  7%,   

i  ompared  with  an  average  6%  for  the 
industry.  As  Alan  Fellheimer  puts  it: 

'We've  turned  chicken  s—  into 
j,hicken  salad." 

;  Fellheimer  already  has  plenty  to 
,how  for  his  efforts.  Less  than  two 
rears  after  he  took  over,  Equimark's 
[hares  trade  at  around  $5  each,  valu- 
ing the  Fellheimers'  total  $2  million 
Investment  at  $5  million.  On  top  of 
(hat,  Alan  Fellheimer,  as  his  group's 
;eneral  partner,  collects  a  10%  over- 
tide  on  the  partnership's  stock  profits, 
rhat  has  brought  the  Fellheimers  an- 
other $1.8  million.  As  Equimark's 


Equibank  Pi 
"You  have 


esident  Claire  Gargalli  and  Fellheimer 
to  work,  and  work  those  loans." 


chairman,  Alan  Fellheimer  picked  up 
another  $635,000  last  year  in  salary 
and  bonus.  (Executive  Vice  President 
Judy  Fellheimer's  salary  isn't  dis- 
closed.) In  addition,  the  bank  paid  out 
over  $5  million  in  consulting  and 
management  fees  and  granted  $15 
million  in  loans  to  Fellheimer,  his 
directors  and  investors. 

For  their  next  trick,  the  Fellheimers 
intend  to  leverage  their  Equimark 
success  by  selling  their  workout  ser- 
vices, through  EquiManagement,  a 
subsidiary,  to  other  banks  with  simi- 
lar problems.  The  FDIC  lists  around 


1,400  troubled  banks,  so 
there  are  many  prospects. 

"Equimark  is  like  a  re- 
pair shop  that  fixes  every 
nut  and  bolt  in  the  bank- 
ing business,"  says  Fell- 
heimer of  his  plans. 
"We'll  just  bring  in  our 
systems  experts  in  every 
branch  of  the  bank  to 
work  with  our  clients."  In 
return,  Fellheimer  is  ask- 
ing an  hourly  fee  from  the 
bank  plus  5%  to  10%  of 
any  gain  in  his  customers' 
market  values  for  a  one- 
to  two-year  period,  or  a 
piece  of  the  proceeds  if  the 
bank  is  sold.  In  the  event 

  EquiManagement  raises 

capital  for  a  customer,  Equimark  col- 
lects a  piece  of  the  equity. 

In  chronicling  this  success  story,  it 
is  only  fair  to  report  that  fudy  and  Alan 
are  no  Mr.  and  Mrs.  Nice  Guy.  In  fact, 
they  come  on  as  arrogant  and  abrasive. 
Alan  Fellheimer  angrily  demanded 
and  exposed  a  Forbes  photographer's 
film — because  the  photographer  was 
photographing  the  bank's  president, 
Claire  Gargalli,  without  a  Fellheimer 
in  the  picture.  "I  am  extremely  aggres- 
sive," Judy  Fellheimer  says,  with 
pride,  not  apology.  "Only  in  compari- 
son to  Alan  might  I  appear  demure."  ■ 


"Ok... hut  why 
Tandy  Computers?" 

"In  a  word... 
quality?' 

Tandy®  computers  are  de- 
signed, built,  supported  and 
serviced  by  Radio  Shack. 
Our  total  commitment  assures  a  high  degree  of  prod- 
uct quality  and  customer  satisfaction.  We  manufac- 
ture our  MS-DOS®  peisonal  computers  in  our  own 
plants.  Over  1200  Radio  Shack  Computer  Centers 
are  ready  to  help  you.  Training  and  software  instruc- 
tion are  available,  as  well  as  commercial  leasing 
plans  and  service  contracts.  You  expect  quality  from 
Radio  Shack  .  .  .  and  you  get  it. 

Radio  fhaek 


MS-DOS/Reg  TM  Microsoft  Corp 


COMPUTER  CENTERS 

A  DIVISION  OF  TANOY  CORPORATION 


The  Up  &  Comers 


Recoveries 


What  the  father  builds,  the  son  tidies  up. 
Medalist  Industries  is  a  story)  of  genera- 
tional conflict  with  a  happy  ending. 


A  pair  of  opposites 


By  Jan  Parr 


Dad  was  a  builder,"  says  Peter 
Fischer,  careful  to  cast  his  fa- 
ther, Norman  Fischer,  in  the 
best  possible  light.  "He  started  with 
nothing.  I  started  with  $34  million  of 
net  worth.  He  bought  a  whole  lot  of 
assets,  and  I  sold  them  for 
cash." 

The  assets  belonged  to 
Medalist  Industries  of  Me- 
quon,  Wis.,  near  Milwau- 
kee. Norman  Fischer,  now 
71,  a  former  accountant, 
founded  the  company  in 
1954  with  13  Milwaukee- 
area  investors  who  pooled 
$245,000  to  purchase  a 
furniture  sanding  manu- 
facturer. For  the  next  20 
years  Fischer  energetical- 
ly accumulated  compa- 
nies the  way  some  people 
do  their  collectibles.  He 
bought  some  40  compa- 
nies in  all,  putting  Medal- 
ist into  band  uniforms  and 
roller  skates,  newsboy 
bags  and  awnings,  lab 
coats  and  industrial 
screws.  There  were  com- 
panies making  grand- 
stands and  companies 
outfitting  football  and 
baseball  teams.  The  cata- 
log makes  the  mind  spin. 
At  its  peak  in  1981,  Med- 
alist had  revenues  of 
$139.2  million. 

But  the  acquisitions 
were  mostly  financed 
with  debt,  and  in  1981, 


when  interest  rates  went  to  unprece- 
dented heights,  Medalist's  interest 
costs  doubled,  to  $5.4  million.  In- 
come from  continuing  operations  fell 
61.3%,  to  $774,000. 

When  Wall  Street  cooled  on  Medal- 
ist in  the  early  1980s,  Norman  Fischer 
reacted  in  character:  He  called  the 


local  analysts  who  followed  Medalist 
stupid.  "The  Milwaukee  investment 
community  dropped  Medalist  like  a 
hot  potato,"  says  Richard  McGinn,  a 
founding  partner  and  still  a  Medalist 
director.  The  stock  languished  at  $7 
"Norman  was  an  autocrat,"  recalls 
McGinn.  "Everything  was  done 
Norm's  way,  with  little  or  no  input 
from  anyone  else." 

In  1981  Norman  Fischer,  realizing 
he  had  made  a  hash  of  things,  did  the 
decent  thing.  He  retired.  Son  Peter,  a 
former  accountant  who  had  been  with 
Medalist  12  years,  succeeded  him.  His 
mission:  to  turn  a  loose-knit  collec- 
tion of  companies  into  a  sound  busi- 
ness. Says  Peter  Fischer,  now  43: 
"Dad  would  be  the  first  to  admit  that 
my  penchant  for  watching  cash  flow) 
would  have  driven  him  buggy." 

By  1983  Peter  Fischer  had  cut  th 
conglomerate's  operating  divisions  b 
half,  even  selling  his  father's  favorei 
athletic  products  group  to  MacGregOi 
Sporting  Goods  for  $10  million.  He 
slashed  headquarters  overhead  by 
more  than  50%,  and  the  new  chiei 
executive  began  writing  Medalist's 
quarterly  and  annual  reports  himself, 
a  frugal  habit  he  has  retained. 

The  results  are  impressive.  At  $15 
million,  Medalist's  debt  is  now  lessji 
than  half  what  it  was  in  1981.  As 


Medalist  Industries'  Peter  Fischer 

"Dad  may  have  lost  patience  with  the  kind  of  thing  I've  had  to  do." 


Interest  costs  have  fallen,  to  $2.6  mil- 
jion,  earnings  have  climbed  and 
hould  reach  around  $7.9  million  or 
||3  per  share  (half  of  which  comes 
kjfeom  extraordinary  income  from  the 
llale  of  a  division)  for  fiscal  1986,  end- 
:<  tig  Dec.  31,  on  sales  of  $140  million. 
i|'.lie  stock  was  recently  up  to  17. 

Fischer  fils  isn't  finished  selling, 
5  hough  the  pressure  to  sell  is  off. 
d  Vhen  he  can  get  good  prices,  he  says, 
le  wants  to  unload  a  few  other  com- 
■banies,  including  Medalist's  foundry, 
;  >ts  automated  machinery  division, 
md  sheet  metal  fabricating  operation. 
h  Last  month  Fischer  sold  Medalist's 
\11-American  Co.,  a  reconditioner  of 
football  helmets  and  other  athletic 
:  equipment,  to  sports  equipment  mail- 
)rder  operator  BSN  Corp.  (Forbes, 
iWov.  18,  1985).  Weeks  earlier,  Dallas- 
'  j)ased  BSN  announced  it  had  an  8.3% 
:l>take  in  Medalist,  but  both  BSN  and 
ilrischer  deny  the  deal  was  greenmail. 
(Analysts  agree,  noting  Fischer  got  20 
||imes  earnings  for  the  company.  The 
:brice:    $9.8    million   in   cash  and 
100,000  shares  of  Medalist  stock. 
)  When  he's  through  pruning,  Fischer 
kays  Medalist  will  be  in  three  basic 
:pusinesses:  outdoor  clothing,  bicycle 
retailing  and  warm-weather  clothing. 
Medalist's  Allen-A  division  makes 
pigh-quality    insulated  underwear, 
.turtlenecks  and  hosiery  products  that 
ire   marketed   under   Allen-A  and 
NorthWest    Passage    brands  and 
through  mail-order  houses  L.L.  Bean 
and  Land's  End.  Fischer  believes  Al- 
len-A's  sales  can  double,  to  $52  mil- 
ilion,  in  the  next  five  years. 

In  bicycles,  Medalist  owns  West 
■Coast  Cycle,  which  distributes  bicy- 
cles, parts  and  accessories  to  specialty 
bike  shops.  Fischer  sees  a  $100  mil- 
lion (sales)  bicycle  division  by  1990 — 
linearly  three  times  its  current  size. 
.Meanwhile,  Medalist's  specialty  fas- 
tener group  (screws,  washers,  ma- 
I  chine  keys,  bushings  for  boat  motors, 
bikes  and  the  like)  earned  $2.7  million 
pretax  on  sales  of  $20  million  last 
[year.  Fischer  thinks  fasteners  can  be  a 
i  $35  million  (sales)  group  by  1990. 

Is  Dad  proud?  "I  think  so,"  Fischer 
replies.  "He's  been  real  supportive. 
He  may  have  lost  patience  with  the 
kind  of  thing  I've  had  to  do  the  last 
I five  years,  and  I  couldn't  have  done 
[what  he  did  earlier."  Raw  energy  in 
(the  father.  Discipline  in  the  son.  It 
!l  could  have  been  a  recipe  for  family 
I  turmoil  but  seems  to  have  been  con- 
verted into  a  formula  for  building  a 
successful  little  company.  If  any  wor- 
|  ry  remains,  it's  that  the  stock  has 
begun  to  attract  other  would-be  take- 
over types.  Says  Fischer:  "We'll  cut 
the  best  deal  for  our  shareholders."  ■ 


Westinghouse 
Credit 

Corporate  Finance  Division 

We  committed  capital  during  1986  in  excess  of 

$500,000,000 

for  leveraged  buyouts,  recapitalizations,  and  debt 
financing.  Our  investments  include  private  and 
public  preferred  stock,  mezzanine  and  senior  debt. 

WG£  Westinghouse  Credit  Corporation 
Corporate  Finance  Division 
One  Oxford  Centre,  Pittsburgh,  PA  15219 

Lee  Palmer  -  Headquarters  -  4 12/393-3249 
William  Davies  -  Midwest  Region -412/393-3198 
Ron  Jackson -Southeast  Region -404/395-3608 
Clint  Price -Southwest  Region -214/490-3331 
Kent  Brown- West  Coast  Region -714/476-3624 


Vanguard minimizes  taxes,  maximizes  safety. 


INSURED  MUNICIPAL 

BOND  FUND:TAXFREE  INCOME, 

TRIPLE-A  RATING. 


Now  you  don't  need  to  pay  a  sales 
commission  to  get  the  safety  and  high 
yields  offered  by  a  portfolio  of  insured 
municipal  bonds.  Because  Vanguard  has 
added  the  Insured  Long-Term  Portfolio 
—a  tax-free  bond  fund  that's  both 
insured  and  no-load. 

The  Portfolio  invests  in  insured 
long-term  municipal  bonds.  Such  bonds 
are  rated  AAA.  So  there's  potential  for 
high  tax-free*  yields  plus  a  guarantee  of 
timely  payment  of  principal  and  interest. 
The  insurance  coverage,  which  is 
explained  fully  in  the  prospectus,  does 
not  protect  the  share  price  against  nor- 
mal market  fluctuations  caused  by 
changes  in  long-term  interest  rates. 

Other  features  include: 

•  Unlimited  free  checkwriting  for  $250 
or  more. 

•  Toll-free  exchange  and  redemption  at 
the  then-current  net  asset  value. 

•  Minimum  initial  investment  of  $3,000. 

Income  is  100%  free  from  Federal  income  tax  but  may  be 
subject  to  state  and  local  taxes. 


Call  1-800-662  SHIP 

Ask  for  our  free  Insured  Long-Term 
Portfolio  Information  Kit.  Or  send  the 
coupon  below. 

In  Philadelphia,  visit  our  Invest- 
ment Center  at  1528  Walnut  Street. 

^""vanguard  Insured  Long-Term  Portfolio  ^ 
Investor  Information  Dept.  58 
Valley  Forge,  Pennsylvania  19482 

Please  send  me  your  free  Insured  Long-Term 
Portfolio  Information  Kit,  including  a  prospec- 
tus which  I  may  read  before  I  invest  or  send 
money.  I  understand  that  it  contains  complete 
information  on  advisory  fees,  d  istribution 
charges  and  other  expenses.  Also  send  infor- 
mation on  □  IRA  (71)  □  Keogh/Pension(70). 

Name  


Address - 
City  


State. 


.Zip. 


FB-V6-363 


THEVanOTaitfcROUP 

*^OF  INVESTMENT  COMPANIES 


On  the  Docket 


The  logjam  of  litigation  in  the  federal 
courts  has  judges  turning  back  to  a  long- 
neglected  judicial  tool. 


Case  dismissed 


By  Deirdre  Fanning 


A globe-trotting  insurance  bro- 
ker named  Frederick  Knight 
k spent  several  years  and 
$65,000  building  a  collection  of  222 
antique  Thai  statues  of  Buddha.  On 
the  strength  of  an  independent  ap- 
praisal, he  was  able  to  in- 
sure the  collection  with  a 
group  of  New  York  under- 
writers for  $31  million. 
When  the  statues  were  later 
lost  at  sea,  Knight  attempt- 
ed to  collect  on  his  policy, 
but  the  underwriters  re- 
fused to  pay  up.  The  rea- 
son? They  claimed  Knight 
had  neglected  to  tell  them 
of  a  previous  effort  he  had 
made  to  insure  the  collec- 
tion. A  different  group  of 
underwriters  had  first  is- 
sued and  then  voided  a  $30 
million  policy  because, 
they  claimed,  the  collec- 
tion consisted  of  unremark- 
able stuff  that  was  worth 
nothing  near  the  $30  mil- 
lion appraised  value. 

Knight  sued  his  New  York  insurers, 
and  a  federal  judge  dismissed  the  case 
in  a  summary  judgment,  ruling  that 
Knight's  failure  to  disclose  the  fact 
that  a  previous  policy  had  been  can- 
celed was  in  itself  adequate  reason  for 
the  insurers  to  void  the  policy.  Knight 
appealed  the  decision  to  no  avail.  The 
appeals  court  flatly  upheld  the  lower 
court's  decision. 

With  more  than  247,000  civil  cases 
filed  in  federal  courts  over  the  past 
twelve  months,  cases  like  the  one  just 
described  are  the  bane  of  federal 


judges  everywhere.  However,  the  de- 
cision by  the  Second  Circuit  Court  of 
Appeals  in  the  Knight  case  and  by  the 
U.S.  Supreme  Court  in  other  cases 
like  it  recently  may  well  signal  a  re- 
newed determination  by  the  courts  to 
use  the  summary  judgment  process  to 
clear  the  jammed  court  calendars  of 


useless  disputes. 

Summary  judgment,  known  for- 
mally as  Rule  56(c)  of  the  Federal 
Rules  of  Civil  Procedure,  provides 
judges  with  a  means  for  dismissing 
disputes  that  have  no  factual  basis. 
Unlike  motions  to  dismiss,  summary 
judgment  motions  are  granted  only 
after  both  parties  in  a  dispute  have 
presented  their  sides  of  the  case.  If  a 
motion  is  made  for  summary  judg- 
ment by  one  side,  the  judge  must  de- 
cide, based  on  the  facts  before  him, 
whether  there  are  genuine  issues  of 


fact  to  be  decided.  If  so,  the  case  mer 
its  a  trial.  If  not,  the  case  is  thrown 
out  of  court. 

Until  recently,  many  federal  judges 
had  been  reluctant  to  dismiss  sum- 
marily. Why?  They  were  afraid  of  be 
ing  reversed  on  appeal,  says  Robert  L, 
King,  a  litigation  partner  at  the  Ne\«| 
York  law  firm  Ucbevoise  &  Plimpton 
Many  higher-court  judges  preferred  to 
allow  plaintiffs  their  day  in  court.  In 
deed,  in  libel  cases,  former  Chief  lus- 
tice  Warren  Burger  once  argued  thai 
summary  judgment  should  be  dis- 
couraged altogether.  Fair  libel  ve» 
diets,  he  wrote  in  a  1979  decision,  rely 
on  an  examination  of  a  defendant's 
state  of  mind,  not  only  on  the  facts  ol 
the  case. 

But  there  are  growing  signs  ol 
change.  In  affirming  summary  judg 
ment  in  an  asbestos  product  liability) 
case  in  June,  the  U.S.  Supreme  Court) 
pointedly  noted  that  "summary  )udg- 
ment  procedure  is  properly  regarded 
not  as  a  disfavored  procedural  shorM 
cut  but  as  an  integral  part  of  the  Fed-) 
eral  Rules." 

The  Second  Circuit  decision  in  the 
Knight  case  made  it  even  plainer.  "It 
appears  that  in  this  circuit  some  liti-j 
gants  are  reluctant  to  make  full  use  of 
the  summary  judgment  process  b&l 
cause  of  their  perception 
that  this  court  is  unsympa^ 
thetic  to  such  motions! 
and  frequently  reverses 
[them],"  the  three  appeals) 
judges  unanimously  decid- 
ed. "Whatever  may  have) 
been  the  accuracy  of  this) 
view  in  years  gone  by,  it  is 
decidedly  inaccurate  at  the) 
present  time." 

Why  the  change  in  atti- 
tude? "(A  trial]  is  an  expen 
sive  way  to  have  the  drama) 
played  out  when  it  should) 
have  closed  on  opening 
night,"  says  Stuart  Gold,  a| 
litigation  partner  at  the 
New  York  law  firm  Cra- 
vath,  Swaine  &  Moore 
With  their  current  over- 
whelming caseloads,  high- 
er-court judges  have  to  be  more  sym- 
pathetic toward  summary  judgments, 
and  the  district  court  judges  are  in| 
turn  becoming  braver  about  dismiss 
ing  those  cases  that  have  no  obvious 
material  issues. 

Summary  judgment  will  not,  all  by 
itself,  shrink  the  crowded  federal  cal- 
endar, not  in  this  litigious  nation.  But 
with  the  higher  courts  encouraging  its 
use,  overzealous  plaintiffs  will  have 
to  think  twice  before  bringing  a  law- 
suit they  may  know  in  their  hearts  toi 
be  a  waste  of  everybody's  time.  ■ 


Docket  Notes 


)ial  a  lawyer 

{Personal  injury  lawyers  in  need  of  cli- 
ents will  be  able  to  use  a  toll-free  800 
[■phone  number  to  get  them,  if  an  am- 
bitious California  attorney  has  his 
|vay.  Neal  Kuvara  of  the  San  Francisco 
pay  area  placed  an  advertisement  in  a 
jrecent  Wall  Street  Journal,  offering  to 
.  ranchise  the  "exclusive"  right  to  his 
;;iational  phone  number — 800-4-INJU- 
p.Y — to  just  one  attorney  in  every 
Istate  of  the  union.  Kuvara  says  law- 
yers are  leaping  at  his  offer  because 
|:he  catchy  telephone  number  sounds 
|:o  clients  almost  like  a  kind  of  private 
fiotline  for  legal  assistance.  That  pri- 
ji/ate  hotline  will  cost  interested  law- 
yers between  $25,000  and  $100,000 
per  state  in  a  one-time  fee,  he  says, 
(depending  on  the  population  of  each 
state,  with  Kuvara  thereafter  taking 
fen  estimated  5%  of  the  law  firm's 
profits  annually.  He's  not  so  clear, 
khough,  on  what  the  personal  injury 
client  will  get  out  of  all  this.  Asked  by 
{Forbes  how  a  prospective  client  will 
know  whether  he  has  some  hack  or  a 
pudding  Melvin  Belli  on  the  800  line, 
[Kuvara  says  thoughtfully:  "That's  a 
|good  point.  To  be  honest  with  you, 
[I've  been  kind  of  pondering  just  where 
this  is  all  going.  .  .  ."  State  bar  associa- 
tions, take  note. 


Boesky  victims  unite 

The  anticipated  deluge  of  lawsuits 
(brought  by  shareholders  against  Ivan 

:Boesky  has  already  begun,  but  one 
Jigroup  of  investors  has  banded  togeth- 
|er  to  seek  restitution  through  an  alter- 
Inative  method.  The  Boesky  Victims 
^Protective  Committee  is  going  after 
.'half  of  the  $100  million  Boesky  paid 
ilin  fines  to  the  SEC,  the  half  that  the 
: agency  has  put  aside  in  trust  for  share- 
holders suits  against  the  villainous 
prb.  If  the  committee  has  its  way,  the 
i$50  million  kitty  would  be  treated 
[much  like  an  estate  is  treated  in  a 

bankruptcy  proceeding — as  a  central 
ifund  out  of  which  monies  are  allocat- 
ed as  claims  are  verified.  The  commit- 
tee has  engaged  Richard  Greenfield,  a 
jPhiladclphia-based  lawyer,  to  draft  a 

complete  proposal  for  the  plan,  which 
fit  will  then  submit  to  the  trust's  re- 
Iceiver,  the  New  York  law  firm  of  Rea- 

vis  &  McGrath.  Says  Greenfield:  "We 
I  fear  that  if  we're  engaged  in  protracted 

litigation,  it'll  be  years  before  the 
l  money  is  paid  out. 


The  No.  1  Draft  Choice 
Signs  with  DataTimes. 


Dow  Jones  News/Retrieval*  is  coming 
online  to  DataTimes  with  the  best 
information  line-up  in  business: 
The  Wall  Street  Journal.  Barron  's. 
Forbes,  Inc..  Financial  World.  PRNewswire, 
Dow  Jones  News*,  and  more. 

You  know  DataTimes.  We  help  America 
tackle  its  business  information  needs 
with  online  newspaper  database  access 
from  the  country's  leading  newspapers 
and  newswires  including  The  Washington 
Post,  The  Dallas  Morning  News.  AP 
Newswire,  the  San  Francisco  Chronicle, 
and  many  more. 

You  know  Dow  Jones.  The  leading 
business  information  source.  Period. 

Together,  we're  the  greatest  offense 
in  the  game  of  business.  When  you  need 
data  on  any  person,  company  or  subject 
for  business  or  other  kinds  of  news, 
it's  online  with  DataTimes.  Easy  research 
with  easy  access  from  any  computer 
terminal,  anywhere! 

Now,  you  can  gain  impressive  yardage 
against  the  competition  without  manually 
searching  through  a  stadium-full  of 
old  newspapers,  magazines,  files, 
and  microfiche. 

Call  DataTimes  today  and  get  over 
40  business  and  financial  databases  from 


Dow  Jones  News/Retrieval*  plus  28  of 
the  country's  leading  newspaper  and 
newswire  services. 

DataTimes  and  Dow  Jones  News/ 
Retrieval®.  The  winning  information 
strategy.  And  your  best  offense  in  the 
game  of  business. 


DataTimes 

America's  Best  Information  Line-up. 
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Computers  &  Communication 


imputers  and  Communications 


king  America  from  coast  to  coast. 


At  NEC  we  began  to  develop  our 
own  integrated  C&C— computers 
and  communications— technology 
long  before  anyone  else. 

It's  a  technology  that's  helping 
to  change  the  way  America  does 
business  by  drawing  us  all  closer 
together. 

With  integrated  voice,  data,  and 
image  transmission  equipment. 
More  powerful  business  and  per- 
sonal computers.  And  a  wide  range 
of  other  products  from  fiber  optics 
and  cellular  telephones  to  home 
electronic  products. 

Today  NEC  is  a  world  leader  in 
semiconductors,  computers,  and 
communications  systems.  The 
expertise  behind  over  15,000  NEC 
products  is  at  work  in  our  inte- 
grated C&C  technology. 

We  now  supply  a  full  range  of 
systems  working  together  in  net- 
work to  help  people  handle  infor- 
mation of  any  kind  more  efficiently, 
whenever  they  need  it. 

Across  America  and  all  around 
the  world. 

NEC  offers  a  total  system  solution 
to  all  of  today's— and  tomorrow's 
—information  needs.  One  that  can 
help  you  keep  all  your  offices  in 
touch  with  each  other  and  working 
effectively  together. 

So  when  you  look  for  solutions 
in  computers  and  communications, 
think  of  the  company  that's  linking 
America  from  coast  to  coast. 

Think  of  NEC. 
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Marketing 

Kdited  by  Jeffrey  A.  Trachtenberg 

Think  you're  in  a  tough  business?  In  the 
ever-explosive  coupon  wars,  not  even  your 
best  customers  are  safe  these  clays. 


The  increasing 
payoff  in  cents -off 


By  Jonathan  Clements 


EARLIER  THIS  YEAR  Customers  who 
bought  no-caffeine  Pepsi  Free  at 
selected  Los  Angeles  supermarkets  re- 
ceived a  coupon  re-  ;v 
deemable  at  the  same  uC/vSv 
store  for  a  caffeine-free 
diet  Coke. 

A  handful  of  new  coupon 
marketers  have  discovered  an 
efficient   way   to  pitch  their 
clients'  products  directly  at  the 
customers  of  those  clients'  toughest 
competitors. 

"We're  an  efficient  way  for  compa- 
nies to  steal  customers,"  says  Charles 
Lanktree,  president  of  Precision  Tar- 
get Marketing  on  New  York's  Long 
Island.  Precision's  clients  include 
Burger  King,  Bausch  &  Lomb  and  Bcn- 
lhana  Frozen  Foods. 

It  works  like  this:  A  consumer  prod- 
uct company,  say  Burger  King,  pays 
Precision  to  survey  consumers,  by 
telephone.  Precision  then  compiles  a 
list  of  McDonald's  and/or  Wendy's 
customers  and  mails  them  dis- 
count coupons  for  Burger  King 
products.  That  way  the  Burger  King 
bargains  go  to  guaranteed  devotees  of 
Wendy's  and  McDonald's. 

The  appeal  of  this  may  seem  obvi- 
ous, but  it  was  not  always  so.  Stop  & 
Shop,  the  New  England  supermarket 
chain,  was  intially  skeptical  about 
targeted  coupon  distribution.  "We 
said  it  was  too  simple,"  recalls  Arthur 
Patterson,  Stop  &  Shop's  location  re- 
search manager.  "If  it  worked,  some- 
body would  have  done  it  before."  Fi- 
nallv,  Precision  sold  Patterson  an  ini- 


tial run  that  sent  out  targeted  coupons 
to  500,000  households.  A  year  later 
Stop  &  Shop  traffic  was  up,  and  Preci- 
sion had  a  convert. 
The  potential  of  carefully  calculat- 


ed couponing?  According  to  Manufac 
turer's  Coupon  Control  Ccnte 
(owned  by  Dun  &.  Bradstreet),  tota 
coupons  issued  last  year,  180  bilhoi 
of  them,  were  valued  at  $50  billion 
That's  equal  to  1.2%  of  the  gross  na 
tional  product.  Most  were  distributeJ 
blindly,  though,  which  helps  explain 
why  Americans  redeemed  only  4%.  Ii 
contrast,  15%  to  20%  of  Precision'] 
targeted  coupons  are  redeemed. 

Why  don't  more  people  use  targetei 
marketing?  It's  expensive.  About  60's 
of  all  cents-off  paper  is  dispensed  via  sd 
called  freestanding  inserts  that  clutte 
breakfast  tables  on  Sunday  morning 
Another  31%  are  printed  in  newspa 
pers  and  magazines,  with  the  rest  dis) 
tnbuted  by  mail  or  through  coupons  11 
or  on  the  product  package  itself. 

The  attraction  of  this  paper  blizzart 
is  that  it  is  cheap,  about  $7  per  thou| 
sand  through  freestanding  ncwspape| 
inserts.  Precision's  targeted  coupon 
ing,  on  the  other  hand,  costs  abou) 
$150  per  thousand,  more  than  2l 
times  the  cost  per  thousand,  for  lesj 
than  a  fivefold  increase  in  the  redemp 
tion  rate. 

Still,  there  seem  to  be  enough  mas| 
marketers  like  Coca-Cola  and  Stop  q 
Shop  who  say  that  the  increased  cos 
is  worth  it.  Fresh  customers  are  paij 
ticularly  valuable  these  days  for  mak) 
ers  of  consumer  products  where  sale 
growth  can  be  a  problem.  And  on 
survey,  for  example,  found  that  92°A 
of  blind-distributed  coupons  are  ra 
deemed  by  customers  who  have  use* 
the  product  before. 

In  addition,  targeted  coupons  ar| 
part  of  the  growing  sophistication  q 
the  medium.  Computer  Marketinj 
Technologies,  a  New  York  City  coil 
pon  distributor,  laser-prints  each  cou 
pon  with  different  cents-off  values  foj 
Phillip's  Milk  of  Magnesia  laxativi 
products.  Then,  heavy  users  of  com 
peting  laxatives  may  receive  a  Phil 
lip's  coupon  worth  a  dollar  or  mord 
Penny-pinchers  who  buy  only  manu 
facturers'  generic  brands  may  end  la 
empty-handed. 

The  coupon  game  offers  mass  mal 
keters  a  continuing  barrage  of  innova 
tions.  There  should  be  room  for  al 
stretegies — for  the  cheap  and  scatter 
shot  as  well  as  for  the  expensive  ant 
tightly  focused.  "Targeted  couponin. 
should  be  able  to  work  by  itself, 
explains  lames  Iseman,  a  se 
nior  product  manage 
for  Sterling  Drug  Inc.' 
Phillip's  brands.  "Bit 
gut  feel  says  that  yoi 
have  to  do  a  few  mas 
drops    every    year  t' 
reach  everybody  acros! 
the  country."  ■ 


I  Nissan  showroom  in  Tokyo 

lore  efficient,  but  it  won't  replace  door-to-door  selling. 


Kaichiun  Wuxii  Shuttle  l.ip.u 


\Tbe  Japanese  can  really  sell  cars.  In  the 
U.S.,  that  is.  At  home?  Thafs  another  story). 


Marketing, 
American-style 


By  Hiroko  Katayama 


NOW  THAT  THE  YEN  IS  slowly 
pushing  Japanese  automobile 
stieker  prices  upward  in  this 
country,  Toyota,  Nissan,  Honda  and 
the  rest  are  rediscovering  their  home 
markets,  with  a  vengeance.  One  not 
so  small  problem:  The  domestic  mar- 
ketplace is  so  competitive,  and  sales 
are  so  sluggish,  that  of  nine  passenger 
carmakers,  only  Toyota  earns  much 
of  a  profit  in  Japan. 

What  to  do?  Increase  the  size  of  the 
sales  force,  find  new  ways  to  sell  old 


customers,  shine  those  showrooms, 
serve  coffee  and  pipe  in  some  rock  'n' 
roll.  In  short,  try  some  aggressive, 
American-style  marketing. 

This  in  a  country  where  up  to  75% 
of  new  automobiles  are  still  sold — are 
you  ready? — door-to-door.  So  Nissan, 
for  example,  has  been  retraining  some 
5,000  of  its  factory  and  office  workers 
to  sell  cars.  At  the  same  time,  the 
major  car  companies  are  trying  to  lure 
prospective  buyers  out  of  the  living 
room  and  into  spiffy  new  showrooms. 
Offbeat  and  elegant  locations,  allur- 
ing architecture,  well-stocked  bever- 


age bars  and  zippy  background  music 
are  all  part  of  the  new  Japanese  selling 
strategy. 

Nobody,  of  course,  thinks  a  splash 
of  fresh  paint  and  a  dash  of  rock  'n' 
roll  will  turn  losses  into  profits.  But 
maybe  taking  the  cars  to  customers 
when  they  are  in  a  buying  mood  will. 
So  for  two  weeks  in  October,  Mitsubi- 
shi Motors  opened  a  mini  showroom 
and  sold  cars  at  a  Seibu  store,  part  of 
one  of  the  country's  most  fashionable 
department  store  chains.  Mazda  has 
opened  a  showroom  in  a  flagship 
branch  of  the  Nagasakiya  supermar- 
ket chain,  Japan's  eighth  largest. 
Some  Nissan  dealerships  now  have 
showrooms  in  bookstores  and  restau- 
rants, apparently  on  the  theory  that 
the  well-read  and/or  the  well-fed  are 
prime  prospects. 

Says  a  Mazda  spokesman:  "The 
main  purpose  of  these  experiments  is 
to  generate  showroom  traffic  and  to 
start  the  sales  negotiations." 

The  Japanese  are  also  taking  a  new 
look  at  who  exactly  does  the  buying. 
The  newest  customer?  Young  women 
who  are  joining  the  work  force  in  larg- 
er numbers  and  making  money  of 
their  own.  They  hold  35%  of  the  na- 
tion's driver's  licenses,  up  from  23% 
ten  years  ago,  and  Mazda  estimates 
women  now  buy  10%  to  20%  of  new 
cars  in  Japan. 

Even  faster  growing — hardly  a  sur- 


prise— is  the  youth  market,  which 
Honda  targeted  when  it  opened  its 
futuristic  headquarters  in  downtown 
Tokyo  last  year.  Eighteen  is  the  legal 
driving  age  throughout  Japan,  and,  as 
in  the  U.S.,  18-to-22-year-olds  fre- 
quently have  a  bit  to  say  about  the  car 
their  parents  buy. 

Honda,  driving  directly  at  these 
younger  customers,  turned  the  first 
floor  of  its  stunning,  17-story,  steel- 
and-glass  office  monument  into  a 
technology-packed  showroom.  A 
wall-size,  high-resolution  television 
screen  with  superstereo  sound  shows 
Honda  cars  and  motorcycles  racing  in 
international  competition  as  viewers 
relax  with  coffee  or  fresh-squeezed 
juice  from  California  oranges.  The 
sound-and-hght  showroom  has  at- 
tracted about  600  visitors  a  day  during 
the  week  and  1,500  a  day  on  week- 
ends. Sporty  cars  like  the  zippy,  two- 
door  CRX  are  the  bestsellers. 

Which  is  not  to  say  that  door-to- 
door  selling  is  dead.  It's  just  that  the 
automakers  would  rather  sell  from 
their  showrooms  because  it's  cheaper 
and  more  efficient.  The  average 
house-to-house  car  peddler  earns 
$25,000  a  year,  including  commis- 
sions, for  selling  only  four  to  six  vehi- 
cles a  month. 

More  than  that,  these  marketing 
shifts  mirror  changes  in  Japanese  cul- 
ture. Selling  door-to-door  made  sense 
when  automobiles  were  a  novelty  and 
consumers  needed  to  be  educated. 
The  Japanese  are  not  hesitant  to  open 
their  doors — the  crime  rate  in  Japan  is 
extremely  low — and  car  salesmen  en- 
joy a  particular  reputation  for  being 
polite. 

American  car  dealers  could  take  a 
lesson  from  Japanese  sales  practices. 
"Before  I  sell  a  car,  I  try  to  establish  a 
true  personal  relationship  with  the 
customer,  because  a  salesman  has  to 
be  liked  by  all  the  family  members," 
says  Hideo  Kikuchi,  a  35-year-old 
Mazda  salesman.  "If  one  of  my  cus- 
tomers has  some  trouble  with  his  car, 
I  would  go  to  his  home  immediately. 
Japanese  consumers  expect  a  person- 
alized service."  The  result  is  that  even 
though  as  many  as  25%  of  all  new 
cars  are  sold  in  showrooms,  the  deals 
are  often  closed  at  home  because  of 
the  tedious  automobile  registration 
process. 

Slowly  and  surely,  Japanese  con- 
sumers, especially  the  younger  ones, 
are  becoming  more  like  their  Ameri- 
can counterparts.  But  in  this  culture 
that  values  tradition  so  highly,  high- 
tech showrooms  and  the  high-pres- 
sure sales  pitch  will  not  soon  replace 
the  gracious  and  familiar  door-to-door 
selling  of  automobiles.  ■ 


Mr.  Lonely  hearts? 

Stuart  Agrcs,  executive  vice  presi- 
dent of  the  Lowe  Marschalk  ad- 
vertising agency,  says  that  men  15  to 
25  will  soon  realize  there  aren't 
enough  younger  women  to  go  around. 
That's  right:  Agres  says  the  so-called 
marriage  gap,  which  has  kept  eligible 
males  in  short  supply  for  the  last  15 
years,  is  about  to  go  the  other  way. 
This  demographic  shift  will  surely 
make  some  big  differences  in  the  mat- 
ing and  dating  habits  of  young  Ameri- 
cans. If  we  are  to  believe  Agres,  it  will 
also  make  a  big  difference  for  market- 
ers of  consumer  goods. 

How  so?  It  all  hinges  on  the  well- 
established  fact  that  men  generally 
marry  women  who  arc  two  to  four 
years  younger.  "Census  Bureau  statis- 
tics indicate  there  are  2.25  million 
more  men  in  the  15-to-25  age  group 
than  there  are  women  in  the  ll-to-21 
age  group,"  says  Agres.  "Those  2.25 
million  represent  7.5%  of  all  men  in 
that  age  group.  The  ratio  of  male  to 
female  births  remains  about  even 
each  year,  but  because  we  had  a  de- 
clining birth  rate  through  1973,  the 
pool  of  women  available  to  men  is 
shrinking  dramatically." 

What's  this  got  to  do  with  market- 
ing? Simple,  says  Agres.  Women  be- 
ing in  short  supply,  men  will  have  to 
compete  harder  for  their  attention. 
Males,  for  one  thing,  will  spend  more 


on  colognes  and  their  wardrobes  ii 
order  to  make  themselves  more  at 
tractive  to  women.  The  men  who  fai 
to  win  a  female  will  have  more  dis 
posable  income  for  such  things  as  so 
phisticated  electronics,  sporting  gea 
and  automobiles.  So  far,  Agres  make 
a  certain  amount  of  sense,  but  afte 
this  he  starts  winging  it.  For  example 
Those  men  unable  to  find  female 
will  spend  more  time  at  the  office 
which  will  force  married  men  to  wor] 
harder  also  in  order  to  keep  pace 
Higher  productivity  will  lead  to  high 
er  salaries. 

Agres'  scenario  portends  bad  newg 
though,  for  the  home  construction  in| 
dustry,  carpetmakers  and  manufac 
turers  of  washing  machines,  dish 
washers  and  refrigerators.  His  think 
ing:  Single  men  will  need  less  livini 
space;  thus  the  reduced  demand  fo 
those  products. 

Of  course,  Agres  could  well  bi 
wrong.  Look  at  carpeting,  for  exam 
pie.  Linda  Grobstcin,  advertisin; 
manager  for  Burlington  Industrie 
Carpet  Group,  says  most  carpeting  i 
bought  by  women  aged  30  to  55 
"Men  aren't  the  principal  buyers,  s< 
whether  they  are  married  or  not  mai 
ried  doesn't  matter  much,"  she  says. 

In  short,  the  demographic  trend  i 
pretty  clear,  but  what  it  means  for  tfo 
economy  is  still  murky. — J.A.T. 


Lowe  Marscba/k's  Stuart  .tyres 

in  five  years,  male  marriage  gap 


Most  life  insurance  policies 
are  not  designed  to  benefit  the 
person  who  pays  for  them. 

They  either  offer  a  very 
modest  investment  plan,  or  no 
investment  plan  at  all. 

So  that  for  many  of  us,  that 
old  quip  about  being  worth  more 
dead  than  alive  is  all  too  true. 

Introducing  Incentive  Life,™ 
a  new  approach  to  life  insurance. 

With  Incentive  Life,  life 
insurance  is  combined  with  a 
cash  accumulation  program 
(the  same  kind  of  program  that's 
produced  a  14.3%  *  return  on  its 
common  stock  portfolio  for  the 
last  ten  years). 

5  Investment  Options. 

We  offer  a  choice  of  five 
investment  options,  so  you  invest 
your  net  premium  dollars  as 
conservatively  or  aggressively  as 
you  wish. 

See  Your  Equitable  Agent. 

And  of  course  Incentive  Life 
is  offered  by  your  Equitable  agent, 
a  thoroughly  trained  professional. 

Call  today. 

Or  mail  in  this  coupon.  And 
The  Equitable  will  show  you  how 
to  make  everybody's  dreams  come 
true—  including  yours. 

*14-3%  =  effective  annual  net  return  ending  12/31/85 
of  Common  Stock  Portfolio  underlying  Incentive Life,  insur- 
ance related  expenses  and  deductions  from  premiums 
are  not  reflected  For  instance,  if  Incentm  Life  had  been 
available  10  years  ago  and  a  25-year-old.  nonsmoking 
man  had  paid  $850 per  year  for  a  $100,000  variable 
death  benefit  policy,  his  death  benefit  would  now  be 
$115,678  and  his  cash  value  would  now  be  $15,678. 


Send  me  more  complete  informa- 
tion about  Incentive  Life™  and  a 
Prospectus  detailing  charges  and 
expenses.  I'll  read  the  Prospectus 
carefully  before  purchasing  a  pol- 
icy or  sending  money.  I  understand 
there  is  no  obligation. 


Name 


telephone. 


theEquitable 

Equitable  Variable  Life  Insurance  Company. 
NY,  NY.  a  wholly  owned  subsidiary  of 
The  Equitable  Available  by  prospectus.  Read  it  carefully 
Ixfore  you  invest  Sol  available  in  all  states. 

Equitable  Variable  life  Insurance  Company 
Incentive  Life  Marketing 
135  West  50th  Street.  Area  6/ New  York.  NY  10020 


Science  &  Technology 


Kdited  In  Gail  Bronson 


How  do  you  build  a  high-speed  computer 
modem  to  cut  your  phone  bill?  Make  it  out 
of  such  unlikely  sounding  parts  as  eight- 
dimensional  spheres. 

The  nth  dimension 


By  William  Baldwin 


Mathematics 


Anybody  wor- 
ried that  U.S. 
companies  look 
ahead  only  to  next  quarter's  earnings 
ought  to  drop  by  Neil  Sloane's  cubicle 
at  AT&T  Bell  Laboratories  in  Murray 
Hill,  N.J.  Sloane,  a  47-year-old  scien- 
tist working  in  rolled-up  shirtsleeves 
and  dungarees,  will  show  you  the 
fruits  of  his  latest  research:  how  to 
arrange  pennies  on  a  tabletop  so  that 
they  take  up  the  least  space. 

What's  that  doing  for  AT&T  share- 
holders? At  the  moment,  nothing.  But 


Sloane's  forays  into  one  of  the  more 
obscure  corners  of  mathematics — the 
packing  of  spheres — are  beginning  to 
pay  off  in  the  down-to-earth  business 
of  data  transmission. 

To  mathematician  Sloane,  pennies 
are  two-dimensional  spheres,  a  warm- 
up  to  more  abstract  objects — spheres 
of  eight  dimensions  and  more.  What's 
an  eight-dimensional  ball?  You  can't 
touch  it  or  feel  it,  can  you?  No,  the 
spatial  world  stops  at  three.  But  on  an 
abstract  plane,  a  dimension  need  not 
be  a  measure  of  width  or  length. 
Think  of  the  dimensions  of  your  tax 
return.  The  first  measurement  might 


be  wages,  the  next  interest,  the  nex 
moving  expenses.  .  .  .  The  IRS  is  be 
heved  to  use  dozens  of  dimensions  ii 
its  closely  guarded  formula  that  snag 
suspicious  tax  returns. 

For  Sloane's  employer,  the  immedi 
ate  relevance  of  sphere-packing  is  ti 
the  billion-dollar  business  of  manu 
facturing  modems.  These  are  the  es 
sential  devices  used  to  send  informa 
tion — everything  from  credit  card  au 
thonzations  to  airline  reservations- 
to  a  computer  via  phone  lines.  Ab 
stract  spheres  already  allow  some  mo 
dems  to  run  much  faster  than  thel 
could  a  few  years  ago.  And  that's  crd 
cial  to  the  communications  business 
where  speed  is  money.  "On  a  transatj 
lantic  line  a  [better]  modem  can  pa 
for  itself  in  three  months,"  says  DaviJ 
Forney  Jr.,  chief  technologist  at  Mans 
field,  Mass. -based  Codex,  AT&T' 
main  rival  in  commercial  modems. 

How  did  the  phone  company  ge 
caught  up  in  sphere  packing?  It  goei 
back  to  a  Bell  Labs  engineer,  Claude 
Shannon,  creator  (in  1948)  of  informal 
tion  theory.  Shannon  wanted  to  knoM 
how  much  information  could  be  da 
livered  in  a  phone  call  of  a  certaii 
duration.  He  first  looked  at  how  weL 
the  signals  used  to  convey  informal 
tion  can  be  distinguished  from  on< 
another.  If  they  are  not  to  be  misinteii 
preted  at  the  other  end,  the  signal 
must  keep  their  "distance"  from  on^ 
another — yet  still  remain  within  th 
confines  of  the  telephone  circuitry. 

It  helps  to  think  of  these  electronii 
signals  as  sounds.  After  all,  compute 
modems  "speak"  in  electron^ 
squeaks  and  burbles  when  they  sen« 


The  art  of  fast  talking 

What  does  the  geometry  of  Spheres  have  to  do  with  making  computers  talk  faster? 
Computer  modems  talk  in  electronic  signals,  of  course,  not  English  words.  But, 
like  human  telephone  users,  they  have  to  speak  clearly.  To  avoid  garbled  mes- 
sages, the  signals,  or  code  words,  used  to  convey  information  must  keep  their 
"distance"  from  one  another.  Imagine  a  system  of  communication  built 
on  a  vocabulary  of  English  monosyllables,  portrayed  here  in  three 
dimensions.  The  three  axes  represent  the  three  sounds  in  the 
word.  The  best  way  to  select  which  code  words  can  go  into 
the  vocabulary  is  to  keep  them  spread  apart,  bat  and 
pat,  only  one  unit  apart,  shouldn't  both  be  selected. 
But  bat  and  pad  are  acceptable.  They  differ  in  both  the 
first  and  final  sounds,  and  their  distance,  measured  on 
the  diagonal,  is  almost  a  unit  and  a  half.  Geometrical- 
ly, the  game  is  to  draw  a  sphere  around  each  code 
word — to  keep  it  the  required  minimum  distance 
away  from  its  neighbors — and  then  see  how  many 
different  words  can  be  packed  into  a  small  space.  If  the 
code  words  have  more  than  three  components,  their 
arrangement  would  be  described  by  spheres  of  more 
than  three  dimensions. 


•  lformation  down  a  phone 

me.  How  do  you  measure 
i  distance"  among  these  sig- 
llals?  By  cutting  them  into 
i  pmponent    pure  pitches. 

j.'hen  you  measure  the  loud- 
|[ess  at  each  pitch. 
I  The  cube  below  illustrates 

us  idea  by  cutting  up  a  clus- 
ter of  short  words  into  three 

lDunds  each.  How  far  apart 
mre  bat  and  pad?  They  differ 

1  two  components,  the 
rounds  at  the  beginning  and 
lift  the  end.  If  we  were  creat- 
ing a  system  of  code  words 

ased  on  English  monosylla- 
bles, we  might  use  bat  and 
|ad.  But  we  wouldn't  us^ 
ijat  alongside  pat — these  are 
;nly  one  unit  apart. 
J  Three   dimensions — three 

omponents — are  used  in  the 
.vord  model  because  they  are 
Lasy  to  draw,  but  a  system  of 
lode  words  doesn't  have  to 
I  top  at  three.  What  if  there  were  eight 
tetters  per  word?  You  would  need 
hght-dimensional  geometry  to  tell 
jrou  how  to  pick  the  best  combina- 
jtions  of  letters.  And  buried  in  higher 
jlimensions  are  some  surprisingly  effi- 
•ient  ways  of  encoding  information, 
jihannon  didn't  find  them.  He  simply 
proved,  tantalizingly,  that  they  exist. 
I  Whether  it's  three  dimensions  or 
jnany  more,  the  idea  is  to  use  a  vocab- 
ulary of  code  words,  or  key  signals, 
[hat  are  never  too  close  together  but 
Ire  nonetheless  confined  to  a  small 
ierritory.  That's  where  the  idea  of 
ipheres  comes  into  the  picture.  Each 


Bell  Labs 
Hunting 


mathematician  Neil  Sloane 

prey  in  72-dimensional  space. 


sphere  encapsulates  a  code  word  at  its 
center.  The  diameter  of  the  spheres  is 
the  minimum  acceptable  distance 
from  code  word  to  code  word. 

How  tightly  can  you  cram  spheres? 
Put  oranges  into  a  sack  and  most — 
excepting  the  ones  on  the  outside — 
will  touch  12  others.  But  here's  a  re- 
markable fact.  If  you  move  into  eight 
dimensions,  you  can  get  each  sphere 
to  touch  not  12  but  240  neighbors — an 
arrangement  Sloane  calls  E-8.  Sloane 
and  a  colleague  at  Bell  Labs  have  a 
patent  on  how  to  use  E-8  in  a  modem. 
(AT&T  won't  say  when  it  may  com- 
mercialize this  discovery.) 


While  AT&T  is  still  at  the 
drawing  board,  Codex,  one  of 
the  more  profitable  Motorola 
subsidiaries,  juggles  eight-di- 
mensional spheres  in  a  new 
modem  that  lists  for  a  tidy 
$13,000.  Banks  and  airlines 
pay  the  price  because  the  ma- 
chine can  ram  an  astounding 
19,200  computer  bits  per  sec- 
ond down  a  leased  phone 
line.  That's  16  times  as  fast 
as  the  garden-variety  mo- 
dems most  common  in  per- 
sonal computers.  It  ap- 
proaches the  theoretical  up- 
per limit  Shannon  predicted. 

While  disappointed  that  no 
AT&T  machine  uses  his  pat- 
ent yet — "We  missed  the 
boat, "  he  says — Sloane  has  al- 
ready drifted  off  into  72-di- 
mensional space.  Therein 
may  lurk  a  sphere-packing 
scheme  that  would  put  E-8  to 

  shame.  Would  it  be  of  any 

practical  use?  Says  Sloane,  "Ten  years 
ago  no  one  would  have  believed  that  E-8 
would  be  used  in  a  modem." 

The  72-dimensional  spheres  would 
correspond  to  a  coding  scheme  that 
could  correct  transmission  errors. 
(Think  of  that — maybe  your  bank 
wouldn't  screw  up  your  cbecking  ac- 
count.) "I  know  a  great  deal  about  this 
code,"  says  Sloane.  "The  one  thing  I 
don't  know  is  whether  it  exists."  A  bit 
spacey.  But  isn't  this  what  basic  re- 
search is  all  about — looking  for  things 
that  might  not  be  there? 


Science  & 
illchnology 


Killing  cancer  in  the  lab 

One-third  of  the  900,000  Americans 
who  develop  malignant  tumors 
annually  are  subjected  to  expensive 
chemotherapy.  The  side  effects  are  of- 
ten more  painful  than  the  disease,  and 
the  odds  for  recovery  are  poor. 

A  reliable  way  to  determine  the  ef- 
fectiveness of  cancer-fighting  drugs  in 
the  laboratory,  before  trying  them  on 
patients,  would  be  a  godsend.  Three 
companies  are  preparing  to  sell  prom- 
ising-looking tests  for  that  purpose. 

At  Houston's  M.D.  Anderson  Hos- 
pital &  Tumor  Institute,  researchers 
are  working  with  a  procedure  devel- 
oped by  LifeTrac,  a  private  California 


firm.  In  one  lab  test  using  200  pa- 
tients, the  test  accurately  predicted 
which  drugs  would  shrink  tumors 
75%  of  the  time.  It  also  showed  which 
drugs  would  not  work  95%  of  the 
time.  International  Clinical  Laborato- 
ries, of  Nashville,  is  already  market- 
ing the  LifeTrac  procedure. 

ICL  charges  $650  to  test  six  chemi- 
cals on  patients'  cancer  cells.  The 
company  reports  findings  to  the  pa- 
tient's physician  within  two  weeks. 
The  results  could  eliminate  weeks  of 
misery  patients  previously  suffered 
while  doctors,  in  effect,  used  chemi- 
cals on  a  trial  and  error  basis. 

Applied  DNA  Systems,  a  tiny  New 
York  company,  is  studying  another 
method  with  150  patients  at  four  ma- 
jor teaching  hospitals  nationwide. 
The  procedure  entails  mixing  tumor 
cells  and  each  drug  in  question  with  a 
fluorescent  substance.  If  the  drug  kills 
the  cancer,  the  dead  cells  lose  their 
fluorescence  and  become  invisible 


under  the  microscope.  Applied  DM 
expects  to  publish  results  by  mid 
1987  and  go  to  market  soon  after. 

A  third  laboratory  procedure  has 
been  developed  by  Earl-Clay  Labs, 
based  in  Novato,  Calif.  Cancer  celli 
are  grown  in  a  semisolid  mediurr 
with  the  drug  to  be  tested.  Computer 
ized  color  codings  reveal  the  percent' 
age  of  cells  each  drug  kills.  Earl-Chra 
expects  to  have  test  results  within  a 
year  on  as  many  as  150  people  and  has 
contracted  with  Medmark,  Inc. 
Philadelphia  medical  marketing  firm! 
to  set  up  ten  commercial  labs  nation] 
wide  to  sell  the  test  to  physicians. 

Ultimately,  the  entire  market  foi 
these  procedures  could  reach  $300 
million  a  year.  But  the  race  to  help) 
cancer  patients  is  clearly  like  no  oth 
er.  "We'd  like  to  see  our  test  win  [the 
largest  market  share],"  says  Earl-Clay 
Labs  Research  Vice  President  Dr.  Dilej 
Holton,  "but  we'd  also  be  happy  to  see) 
any  test  work." — Alyssa  A.  Lappen 


High-fidelity  heaven 

It's  common  knowledge  that  Japa- 
nese manufacturers  have  devel- 
oped— and  are  deliberately  withhold- 
ing from  the  market — digital  audio- 
tape recorders  that  provide  sound 
every  bit  as  good  as  that  now  available 
on  compact  disk  players  (Forbes,  Nov. 
3).  But  the  Japanese  are  keeping  these 
machines  out  of  the  hands  of  audio- 
philes  in  order  to  extend  the  market 
life  of  the  new  compact  disk  ma- 
chines and  of  standard  tape  recorders 
as  well.  Recording  companies,  fearful 
that  digital  recorders  can  only  add  to 
their  piracy  problems,  are  not  unhap- 
py about  the  Japanese  ploy. 

But  now  making  its  retail  debut  is  a 
computer  from  CompuSonics  of  Palo 
Alto,  Calif.,  the  DSP  1000,  that  could 
well  moot  Japanese  hopes.  Music  lov- 
ers can  program  the  DSP  1000  to  re- 
cord and  play  back  music  from  any 
source — compact  disk  players,  phono- 
graphs or  tape  cassettes — onto  dou- 
ble-sided 5  'A-inch  optical  laser  disks 
that  play  two  hours. 

Like  the  sequestered  digital  record- 
ers, the  DSP  1000's  computer  mea- 
sures continuous  sound  waves  many 
times  per  second  and  saves  the  mea- 
surements in  binary  numbers.  But  un- 
like the  digital  machines,  the  com- 
puter does  not  record  the  numbers 
onto  magnetic  tape.  Instead  it  records, 
analyzes  and  then  writes  the  numbers 
in  shorthand  onto  the  disk  with  a 
laser.  Magnetic  tape  wears  out  after  a 
few  hundred  plays.  The  CompuSonics 
disks,  like  prerecorded  CDs,  will  last 
ir  millions  of  plays.  And  only  the 


computer  allows  the  player  to  do  so- 
phisticated editing. 

David  Schwartz,  38,  inventor  of  the 
DSP  1000  system  and  founder-presi- 
dent of  CompuSonics,  took  a  year  to 
design  the  computer  that  compresses 
data  through  digital  signal  processing 
(DSP).  "The  light  bulb  went  on  when  I 
realized  a  computer  could  process 


Dai  id  Schwartz,  CompuSonics  president 
The  ultimate  musical  toy? 

music  just  as  a  movie  camera  handles 
individual  frames,"  he  says.  "Music 
may  be  continuous,  but  you  can  take 
snapshots  every  hundredth  of  a  sec- 
ond, ignore  the  data  between  frames 
and  re-expand  the  shots  like  a  motion 
picture."  Crows  Schwartz:  "Return- 
ing to  tape  now  would  be  like  going 
back  to  paper  and  pencil  after  using  a 
word  processor." 

Schwartz  founded  CompuSonics  in 
1983  and  quickly  took  it  public  as  a 
penny  stock  to  raise  $3  million  for 
further  research  and  development. 


Last  year  he  began  selling  his  computj 
er,  at  $35,000  and  up  apiece,  to  profes] 
sional  studios.  He  hopes  the  new 
mass  market  model,  which  weighs  25| 
pounds,  will  help  double  CompuSonn 
ics  sales  in  1986  to  $1  million. 

Audiophiles  eager  for  this  toy  must 
now  pop  for  $7,000.  But  those  with| 
leaner  means  won't  have  long  to 
wait.  Schwartz  expects  the  price  toj 
dip  below  $1,000  in  three  years  as  the) 
chief  components  of  the  system,  sig- 
nal processor  chips  and  optical  disk 
drives,  become  cheaper.  Schwartz 
also  thinks  that  the  price  of  double- 
sided  disks,  now  $175,  will  be  undeii 
$100  within  a  year. 

CompuSonics  already  has  four  pro- 
spective licensees  in  hand  to  turn  out 
computers  using  its  process — SieT 
mens  A.G.  in  West  Germany,  Ferro- 
graph  in  the  U.K.,  Mcintosh  Labs  ofi 
Binghamton,  N.Y.  and  Sansui  in  Ja- 
pan. Next  year  Schwartz  hopes  to  sell 
software  to  make  the  DSP  1000  com- 
patible with  IBM  PCs  and  Apple  Com- 
puter's Macintosh  for  more  sophisti- 
cated music  editing  of  disks  the  pro- 
grammer has  created  himself. 

Even  if  the  DSP  1000  machinesi 
catch  on,  it's  not  clear  how  much 
harm  they  might  do,  how  quickly,  toj 
sales  of  compact  disk  players. 
"They're  the  ideal  source  for  record- 
ing," Schwartz  points  out.  "CDs  audi 
our  computer  disk  recorder  will  re- 
place a  stereo  and  tape  deck.  It  will  be 
the  next  wave."  But  they  could  hurt 
sales  of  conventional,  top-of-the-line 
tape  recorders,  and  they  will  surelyi 
compound  the  piracy  woes  of  the  rec- 
ord companies. — G.B. 


Perfect  fit* 
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The  powerful  Tandy®  3000  HL  is  now  available 
with  a  20  MB  Disk  Cartridge  System,.. built  in. 


1  Our  hot  new  Tandy  3000  HL 

las  everything  going  for  it.  The 
litest  286  technology.  High- 
Deed  performance.  And  a  front- 
anel  expansion  bay  that's 
Itilor-made  for  a  5lU"  disk  car- 
j  idge  system. 

What  is  a  disk  cartridge  sys- 
!im?  It's  like  a  hard  disk,  in  that 
;  stores  20  million  bytes  of  data, 
however,  the  disk  is  removable. 

So  you 

can  take  your 
data  with 
you — or  keep 
it  safe  and  se- 
cure in  a 
locked  drawer 


--->->- 


Unlike  a  hard  disk,  the  sys- 
tem's innovative  "Bernoulli"  de- 
sign dramatically  reduces  the 
chance  of  a  head  crash.  And  be- 
cause you  can  add  disk  car- 
tridges, you'll  never  have  to  run 
out  of  storage. 

Now  about  the  "engine.''  The 
Tandy  3000  HL  packs  a  half  meg 
of  RAM,  and  is  expandable  to  4 
megabytes.  Seven  expansion 
slots  let  you  grow  as  you  go. 

You  can  use  the  same  MS- 
DOS®  software  as  an  IBM®  PC/ 
XT-286.  (Both  use  a  16-bit 
80286  microprocessor,  but  the 
HL's  operates  at  8  MHz  vs.  only 
6  MHz  for  IBM's.) 

The  Tandv  3000  HL  sells  for 
$1699.  You  can  install  the  20 
MB  Disk  Cartridge  System  your- 
self for  $1799.  Expand  with' 20 
MB  of  additional  storage  just  by 
adding  an  $89.95  cartridge! 


And  here's  the  kicker:  you  can 
outfit  the  Tandy  3000  HL  with  a 
20  MB  Disk  Cartridge  System 
for  less  than  vou'd  pay  for  the 
IBM  PC/XT-286  with  its  conven- 
tional 20  MB  hard  disk  drive. 

Come  in  today.  We'll  custom- 
tailor  a  system  to  fit  your  compa- 
ny's needs  .  .  .  perfectly. 


Send  me  an  RSC-17  Computer  catalog 

Mail  to:  Radio  Shack,  Dept.  87-A-1082 
300  One  Tandy  Center,  Fort  Worth,  Texas  76102 


Name  , 


Company  . 
Address  _ 
City  


Stale 


/IF' 


Phone . 


ANDY  COMPUTERS:  In  Business  ...  for  Business 


Radio  /haek 


ices  apply  at  Radio  Shack  Computer  Centers  and  participating  stores  and  dealers  Monitor  and 
iftware  sold  separately  IBM/Reg  TM  International  Business  Machines  Corp  MS-DOS/Reg 
Jl  Microsoft  Corp 


COMPUTER  CENTERS 

A  DIVISION  OF  TANDY  CORPORATION 


IHE  POWER 


Airlines  have  universally  discovered  they  can  count 
on  the  promises  that  go  with  a  General  Electric 
powerplant  And  there's  no  better  example  than  our 
newest  widebody  engine  —  the  CF6-80C2. 

During  certification,  the  *80C2  demonstrated  a  13.6' 
improvement  in  fuel  efficiency  over  flight  test  perform 
mance  of  the  predecessor  engine  —  exactly  as  promised. 

A  NEW  RECORD. 

In  airline  operations,  the  engine  has  built 
an  unsurpassed  record  of  reliability.  During  its  first  yea 
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revenue  service,  the  CF6-80C2  experienced 
j  >t  a  single,  engine-caused  shop  visit,  which  is  extra* 
[  dinary  in  a  new  engine.  In  fact,  at  one  year  of 
|  rvice,  the  -80C2  had  the  best  record  for  reliability 
\  n  its  thrust  class)  of  any  commercial  transport 
iigine  in  history. 

We  believe  this  kind  of  performance  is  the 
i  evitable  result  of  an  attitude:  Promises  should  not  be 
j  st  a  matter  of  good  intentions. 

i  romises  are  meant  to  be  commitments.  PROMISES  COUNT. 


Personal  Affairs 


Kdited  by  William  G.  Flanagan 


For  as  little  as  $4,000  extra,  you,  too,  can 
appear  sexy  or  unpredictable  behind  the 
wheel.  Or  maybe  just  chilly  and  windblown. 

Return  of 
the  ragtop 


By  Jerry  Flint 


When  Lee  Iacocca  was  thinking  of 
reviving  the  convertible  a  few  years 
back,  he  drove  a  prototype  around 


town  one  summer.  It  was  like  being 
young  again,  he  says.  Girls  tried  to 
climb  in,  uninvited.  Crowds  gathered 
around  the  car  at  the  shopping  center. 
"You  would  have  thought  I  was  giving 


away  $10  bills,"  he  said.  That  wa! 
enough  for  Iacocca.  Chrysler  dccida 
to  skip  the  research,  and,  back  ii 
1982,  the  American  convertible  was 
born  again. 

Its  success  is  history.  Chrysler  has 
been  selling  37,000  convertibles 
year.  Competitors  itched,  then  imi 
tated.  About  100,000  American  con 
vertibles  were  sold  this  year.  In  198 
there  will  be  at  least  20  American  anc 
foreign  convertibles  in  showrooms 
including  many  brand-new  models 
ranging  in  price  from  $13,000  t< 
$168,000  (see  tabic,  p.  101).  With  imi 
ported  convertibles,  sales  are  expect 
ed  to  exceed  135,000  cars.  Sales  o 
near-convertibles — T-tops,  open  jeep 
type  vehicles,  etc. — are  expected  tfl 
total  another  150,000  or  so. 

But  Chrysler  is  hardly  standing  stili 
while  the  competition  gets  rolling 
again.  It  has  very  high  hopes  for  its  all] 
new  LeBaron  convertible,  designed  a' 
a  convertible  from  the  ground  up— 
and  the  top  down. 

Given  the  market's  enthusiasm) 
why  did  the  convertible  all  but  disap| 
pear  from  American  roads  in  the  firs 
place?  Historically,  of  course,  opefl 
cars  preceded  those  with  permanenl 
tops;  it  wasn't  until  the  1920s  thai 
steel  roofs  became  standard.  But  thi 


Stock  convertibles 


Social  commitment,  safety  concerns  and  air-condi- 
tioning all  but  wiped  out  U.S.  assembly-line  con- 


vertibles a  decade  ago.  In  1987  manufacturers  ex- 


Model 

Est  1987  price 
(fully  equipped) 

Est  1987 
volume 

Model 

Est  1987  price 
(fully  equipped) 

Est  1987 
volume 

U.S. 

Imports 

GM 

BMW  325i  (spring) 

$30,000 

10,000 

Cadillac  Allante  (Feb) 

$50,000 

7,000 

Fprrari  rshnnlpt 

74  400 

200 

Chevy  Camaro  IROC-Z  (Jan 

20,000 

NA 

Jaguar  XJ-S 

47,000 

2,500 

Chevy  Cavalier 

15,000 

5,500 

Maserati  Spyder 

34,000 

700 

Chevy  Corvette 

35,000 

6,000 

Mercedes  560  SL 

58,000 

11,500 

Pontiac  Sunbird 

16,000 

3,000 

Porsche  911  cabriolet 

47,000 

2,500 

CHRYSLER 

Rolls-Royce  Corniche  II 

168,000 

250 

LeBaron  (spring) 

18,000 

25,000 

Saab  900  Turbo  (spring) 

28,000 

2,UUU 

Maserati  (fall) 

30,000 

5,000 

Toyota  Celica 

18,000 

5,000 

Volkswagen  cabriolet 

14,000 

14,000 

FORD 

Mustang 

16,500 

19,500 

AMERICAN  MOTORS 

lVpar.rnnuprtihlpc 

Renault  Alliance 

13,000 

2,500 

13,000 

Imports 

Nissan  Pulsar 

60,000 

Porsche  911  Targa 

42,500 

1,900 

Alfa  Romeo  Spider  Veloce 

17,500 

4,500 

Suzuki  Samari 

8,000 

65,000 

Aston  Martin  Volante 

138,000 

50 

Toyota  Supra  Sports  Roof 

25,000 

NA 

NA:  Not  available. 

Cadillac  Allante 


open  car — the  convertible,  roadster,  U.S.,  the  most  ever,  accounting  for 

cabriolet,  sports  car,  whatever  the  6%  of  total  production, 

name — still  had  a  cachet  that  never  Yet  a  decade  later  the  assembly-line 

really  died.  By  1965  half  a  million  convertible  was  dead,  wiped  out  as  if 

convertibles  were  being  made  in  the  by  some  monstrous  disease.  Some 


Here's  a  year-end  gift  idea  that  will  keep  on  giving  in 
years  ahead  and  is  doubly  blessed  by  the  taxman. 

Give  like 
a  Rockefeller 


By  Barbara  Kallen 

If  you  are  in  the  50%  tax  bracket 
and  are  used  to  making  charitable 
donations  of  at  least  $2,000  per  year, 
this  could  be  an  excellent  time  to  set 
up  your  very  own  charitable  founda- 
tion. Reason?  Contributions  made  be- 
fore the  end  of  1986  will  be  worth 
more  to  you,  in  tax  savings,  than  gifts 
in  the  future.  So  financial  advisers  are 
urging  their  better-heeled  clients  to 
set  up  their  own  foundations — for- 
mally styled  Section  501(c)(3)  organi- 
zations— before  year-end.  Here's  how 
it  works: 

Jane  Smith,  who  earns  over 
$200,000  per  year  and  consistently 
gives  to  charity,  establishes  the  Jane 
Smith  Foundation  by  putting  $60,000 
in  cash  into  a  trust.  In  1986  Smith  can 
write  off  the  entire  $60,000;  in  her 
50%  tax  bracket  that's  a  $30,000  cut 
in  her  tax  bill. 

Every  year  thereafter,  she,  as  trust- 
ee, is  required  to  pay  out  at  least 
4.925%  of  the  trust's  fair  market  val- 
ue to  the  charities  of  her  choice. 

If  you  set  up  your  foundation  using 
cash,  Uncle  will  let  you  deduct  a  max- 
imum of  30%  of  your  adjusted  gross 
income  this  year.  Hence  the  $60,000 
amount  for  Jane  Smith's  foundation. 
If  you  use  securities  to  establish  your 


G(t$  Giuill 


foundation,  the  maximum  amount 
you  can  deduct  is  20%  of  your  annual 
gross  income. 

Why  the  urgency?  With  the  maxi- 
mum federal  tax  rate  being  phased 
down  from  50%  this  year  to  38.5%  in 
1987  and  then  to  28%  in  1988,  the  tax 
benefits  of  establishing  a  foundation 
now  far  exceed  the  tax  benefits  of 
making  charitable  donations  in  incre- 
ments over  a  period  of  years.  You're 
letting  Uncle  Sam  underwrite  a  larger 
portion  of  your  generosity. 

Says  Daniel  E.  Carper,  national 
sales  manager  at  Lord,  Abbett  &.  Co., 
who  is  busy  setting  up  many  such 
foundations  for  his  clients,  "For  peo- 


auto  analysts  cite  social  change — con- 
vertibles didn't  turn  on  a  generation 
struggling  with  Vietnam,  drugs  and 
commitment.  Air-conditioning, 
cheaper  and  more  efficient,  surely 
played  a  role.  So  did  70mph  speeds, 
leaks  and  rattles,  vandalism  and  spe- 
cial safety  standards  that  automakers 
were  reluctant  to  meet  and  buyers 
were  loath  to  pay  for.  So  Detroit  had 
to  give  up  the'ragtop. 

But  not  all  the  auto-buying  public. 
Diehards  kept  independent  auto 
shops  busy  shearing  off  roofs  and  oth- 
erwise modifying  all  kinds  of  hard- 
tops,  and  they  still  do.  In  southern 
California,  for  example,  R.  Straman 
Co.  says  it  renders  topless  about  1,500 
cars  a  year,  ranging  from  the  Honda 
CRX  ($5,000)  to  the  Cadillac  Eldorado 
($10,000)  to  the  Rolls-Royce  Silver 
Spirit  ($75,000). 


pie  who  fit  the  profile — high  income, 
high  net  worth,  disposed  to  giving — I 
don't  even  have  to  do  a  sales  job.  It's 
obviously  to  their  advantage." 

Another  plus,  admits  Carper,  is  that 
clients  like  the  heady  feeling  of  hav- 
ing their  own  foundation.  "Makes 
them  feel  like  a  Rockefeller,"  he  says. 

Contributions  to  the  trust  can 
come  from  appreciated  securities,  in- 
cluding mutual  fund  shares.  And  with 
the  maximum  federal  long-term  capi- 
tal gains  tax  increasing  to  28%  in 
1987,  contributions  of  appreciated  se- 
curities may  make  sense.  You  can 
write  off  contributed  stock  at  market 
value,  of  course. 

Trust  money  may  be  invested  in 
any  prudent  vehicle — stocks,  mutual 
funds,  bonds.  What  you  may  not  do  is 
invest  in  what  the  IRS  calls  "jeopar- 
dizing investments."  The  Service  will 
take  a  close  look  at  trading  in  securi- 
ties on  margin,  trading  in  commod- 
ities futures,  investing  in  oil  and  gas 
leases,  buying  puts,  calls  and  strad- 
dles, buying  warrants  and  selling 
short.  If  it  decides  any  of  these  invest- 
ments are  imprudent,  you  may  be 
forced  to  pay  an  excise  tax.  Another 
investment  consideration:  Some  de- 
gree of  liquidity  is  necessary,  since 
the  trust  must  make  those  annual  dis- 
tributions of  just  under  5%  or  pay  an 
excise  tax.  Charitable  foundations 
must  also  pay  excise  taxes  of  2%  net 
income. 

The  IRS  is  dead  serious  about  this 
money  being  dedicated  to  charity. 
Once  you  establish  a  charitable  foun- 
dation, there  is  no  getting  your  money 
back.  "If  you  think  you  might  go 
broke  in  the  future,"  says  Carper,  "it's 
not  for  you." 


The  secret  of  Partagas 
brings  back  memories  of  Havana. 


A  generation 
ago,  Havana  was 
the  citadel  of 
cigars. 

But  once  the 
Castro  regime 
confiscated  their  cigar  companies, 
the  great  Cuban  cigar-makers 
disappeared  like  a  vanished 
breed. 

One  of  those  men,  Ramon 
Cifuentes,  was  determined  to 
pursue  his  craft  only  if  he  could 
create  the  environment  in  which  he 
and  his  father  had  made  Partagas 
Cigars  in  Havana. 


He  did  not  have  to  travel  far,  for 
it  is  in  the  Dominican  tobacco 
center  of  Santiago  that  Ramon 
Cifuentes  and  his  artisans  have 
continued  the  uncompromising 
Partagas  tradition. 

Their  secret  is  in  the  leaves  and 
in  the  time  it  takes  to  cure,  age, 
blend,  bunch,  mold,  roll  and  wrap 
each  cigar  by  hand.  And  almost 
three  years  after  the  leaves  are 
harvested,  each  finished  cigar  is 
still  not  a  Partagas  until,  like  a 
fine  wine  aging  in  a  cask  of  oak, 
it  is  fully  aged  in  a  room  of 
Spanish  cedar. 

PARTAGAS 


To  fully  appreciate  this  painstaking 
art,  simply  reward  your  senses  with 
a  Partagas.  To  touch  its  silken 
wrapper,  to  taste  its  subtle  flavor  and 
to  savor  its  distinctive  aroma  is  a 
pleasure  beyond  words. 

This  Christmas,  ask  your  favorite 
smoke  shop  for  Partagas  Premium 
Cigars  in  the  length  and  ring  gauge 
made  for  you.  Whether  you  purchase 
these  legendary  cigars  singly,  in 
paquets  of  10  or  in  hand-made  cedar 
boxes,  you  can  be  certain  that  they  are 
made  as  they  are  smoked — one  by  one. 

Ramon  Cifuentes  will  have  it  no 
other  way. 
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Taxing  Matters 


Edited  by  Laura  Saunders 


First  Congress  hit  tax-loss  carryforwards. 
Then  it  created  a  nifty  loophole. 


Tax-loss 
two-step 


Net  operating  loss  carryovers 
have  been  pure  gold  to  deal- 
sters  and  acquisitors,  a  means 
of  turning  losses  into  cash.  Firms  with 
net  operating  losses  can  carry  them 
backward  up  to  three  years  and  claim 
a  tax  refund.  Or  they  can  carry  them 
forward  for  up  to  15  years,  sheltering 
future  taxable  income. 
Used  to  shelter  subsequent  profits, 


the  carryforwards  are  a  dealmaker's 
best  friend.  Buyers  use  them  to  shelter 
earnings  from  businesses  that  are  un- 
related to  the  business  that  generated 
the  losses.  Under  raider  Ronald  Perel- 
man,  for  example,  Revlon  Group  is 
presumably  reducing  its  taxes  on  lip- 
stick profits  with  $400  million  of 
losses  left  from  Pantry  Pride's  grocery 
business,  which  he  sold. 

It  was  only  natural  that  Congress 
would  use  the  1986  tax  reform  act  to 
try  yet  again  to  restrict  dealmakers' 
use  of  carryforwards.  Under  the  new 


Carrying  forward  the  carryforwards 


Companies  with  big  tax  losses  could  be  more  attractive  than 
ever.  Below,  some  companies  with  large  carryforwards. 


Latest 

Net 

Net 

12-mo 

Latest 

operating 

operating 

revenues 

12-mo 

loss 

loss 

Recent 

Company 

($  mil) 

EPS 

($  mil) 

per  share 

price 

AM  international 

$819 

$0.40 

$262 

$5.08 

7 

Bethlehem  Steel 

4,600 

-5.52 

1,600 

30.71 

'  S 

Cigna 

16,786 

-7.12 

1,800 

22.90 

57 

Continental  Illinois 

627 

0.56 

625 

2.91 

v  , 

Cook  United 

224 

-3.44 

115 

11.50 

Tacoma  Boat 

108 

-1.02 

120 

10.08 

1U 

Navistar 

3,357 

-0.14 

1,100 

10.14 

5% 

Telecommunications  Inc 

86.3 

0.83 

241 

2.51 

2^  , 

United  Cable 

203 

0.31 

106 

4.34 

27 

Wickes 

4,101 

0.41 

450 

1.82 

4 

law,  if  stock  ownership  of  a  compan 
with  accumulated  losses  changes  b 
more  than  50%,  the  annual  deductioi 
for  the  acquired  company's  losses  i 
limited  to  a  portion  of  the  firm's  va] 
ue — usually  the  purchase  price — mul 
tiphed  by  a  rate  published  monthly  b 
the  IRS.  The  rate  is  now  6.41%.  Thus 
a  company  bought  for  $100  millio: 
could  generate  only  $6.41  million 
year  in  tax  offsets  for  the  buyer,  n 
matter  how  large  the  carryforward. 

"The  days  of  paying  25  cents  on  th 
dollar  for  net  operating  losses  are  be! 
hind  us,"  says  Coopers  &.  Lybrand  tai 
expert  Thomas  Fitzpatnck. 

But  as  Congress  closed  one  loopj 
hole,  it  opened  another.  The  new  on 
will  make  some  companies  with  nej 
operating  losses  (see  table)  even  mor 
attractive  as  merger  candidates  thaj 
they  have  been  in  the  past. 

To  understand  why,  shift  gears  for, 
moment.  The  new  law  repeals  th 
General  Utilities  doctrine.  Tha 
makes  it  tougher  for  acquirers  t 
write  up  assets  to  get  high  deprecia1 
tion  deductions.  To  do  so,  they  raus 
pay  tax,  at  corporate  income  rate| 
(maximum:  40%  next  year,  34%  if 
1988),  on  the  amount  of  the  wnteup 

Suppose  you  pay  $100  million  for . 
company  with  a  $50  million  carryfoi 
ward  and  assets  carried  at  $20  million 
Write  up  the  assets  to  the  purchas* 
price,  and  you  owe  $32  million  \\ 
post-General  Utilities  taxes  in  1987. 

This  is  where  the  new  loophol 
comes  in.  Buyers  can  use  the  full  carl 
ryforward  to  offset  the  taxable  write 
up  of  the  assets.  In  our  example,  the 
wnteup  is  $80  million,  the  carryfoi) 
ward  $50  million.  Throw  the  lattej 
against  the  former,  and  net  gain  is  $3| 
million.  Now  the  tax  on  the  wnteu] 
is  only  $  1 2  million,  and  the  buyer  get) 
all  that  extra  depreciation. 

If  there's  no  income  to  shelter  witl 
that  depreciation,  that's  okay,  say 
Peat  Marwick's  merger  expert  Rober 
Willens.  The  new  company  will  gen 
erate  its  own  operating  losses,  whicl 
can  be  used  without  restrictions  ii 
the  future. 

According  to  Coopers'  Fitzpatnck 
companies  whose  takeover  value 
could  be  enhanced  by  this  technique 
include  cable-TV  firms  that  have  aq 
cumulated  losses  from  laying  cabl 
but  are  about  to  make  money.  Ditti 
for  R&D-heavy  high-tech  firms  thai 
have  recently  become  profitable. 

Because  the  tax-loss  two-step  is  st 
complicated,  competent  instructor 
like  Willens  and  Fitzpatrick  will  b 
much  sought  after  as  the  tax  code  i 
reformed.  Whatever  the  new  tax  cod* 
does,  it  is  not  going  to  impoverish  thj 
accountants. — L.S. 


All  life  Insurance  LttsYw 
Provide  FbrYxir  Children. 

OursLetsYni 


Buy  Toys  Of  ¥>ur  Own 


It's  very  commendable  to  provide  for  your  children. 
But  with  an  Integrity  Single  Premium  Life  insurance 
policy,  you  can  provide  for  yourself. 

How  is  it  possible? 

Simple.  You  pay  your  premium  in  one  single  payment. 
From  that  instant,  your  money  grows  substantially.  As 
long  as  your  policy  is  in  force,  all  gains  are  completely 
tax- deferred. 

A  loan  with  real  interest— it's free. 

If  you  wish  to  borrow  against  your  policy,  you  can  do 
it  at  a  cost  that  nets  out  to  zero.  You  suffer  no  adverse  tax 
consequences.  And  you  never  have  to  pay  back  any  of  the 
money  (although  your  loan  does  affect  the  amount  of 
your  death  benefit  or  cash  surrender  value). 

Here's  even  more  insurance. 

It's  risk  free!  Your  principal  and  interest  are  guaran- 
teed against  loss  by  contract  with  Integrity  Life.  And 
they're  always  available  to  you  (less,  of  course,  any 
surrender  charges  where  applicable). 

Now  that  you  know  that,  why  toy  around  with 
ordinary  insurance? 


Don't  take  a  bath.  Get  the  boat  of  your  dreams. 

For  more  information  on  Single  Premium  Life  and 
other  Integrity  products,  send  us  the  coupon  or  call 
1-800-241-0025, 9  A.M.-9  PM.  Seven  days  a  week. 

Integrity  Life  Insurance  Company,  Phoenix,  Az. 

'Not  available  in  all  states.  Single  Premium  Life  is  a  Single  Premium  Endowment 
at  age  95  plan. 

I  want  to  know  more  about  Single  Premium  Life  and  other  Integrity 
products.  Please  send  me  more  complete  information.  I  understand 
there  is  no  obligation. 

Name  


Address, 
City  


.State. 


.Zip. 


Telephtme. 


Integrity  Financial  Services,  65  Commerce  Rd.,  Stamford,  CT  06904 

IhiTEGUTY 

n  A  New  Vfey  Of  Looking  At  Lif& 
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Behind  the  Figures 


Holy  terror 

I don't  have  a  lot  of  use  for  unethical 
business  conduct,  [and]  I  don't  ex- 
onerate people  from  their  crimes."  So 
says  Milton  Pollack,  80,  one  of  the 
toughest  judges  on  the  federal  bench 
in  the  Southern  District  of  New  York 
in  matters  of  securities  violations. 
Judge  Pollack  will  be  presiding  over 
all  the  civil  lawsuits  filed  against  ren- 
egade arbitrager  Ivan  Boesky  by  share- 
holders who  contend  Ivan's  crimes 
cost  them  money. 

Pollack  landed  the  first  Boesky  case 
through  the  lottery  system  by  which 
all  federal  judges  are  assigned  cases. 
He  will  handle  all  related  civil  cases 
filed  in  the  Southern  District — and 
may  end  up  with  cases  filed  elsewhere 
in  the  U.S.  So  far  he  has  five  lawsuits. 
Scores  more  are  expected. 

Pollack  was  named  to  the  federal 
bench  in  1967  by  President  Johnson. 
Before  his  appointment,  he  was  a  trial 
lawyer  specializing  in  securities  law. 
His  previous  decisions  regarding  in- 
sider trading  aren't  likely  to  make  ei- 
ther plaintiffs  or  defendants  rest  easy. 
Earlier  this  year  he  found  a  Seagram 
Co.  consultant  guilty  of  insider  trad- 
ing; the  consultant  had  bought  stock 


in  St.  Joe  Minerals  prior  to  Seagram's 
attempted  takeover,  based  on  infor- 
mation he  picked  up  from  Seagram's 
chief  executive. 

But  just  because  Pollack  has  been  a 
hard-liner  on  insider  trading,  no  one 
assumes  he's  going  to  be  easy  on  those 
suing  Boesky.  In  1983  he  dismissed  a 
shareholder  suit  seeking  damages 
from  Morgan  Stanley.  Pollack  decided 
there  was  insufficient  evidence  tying 
the  firm  (one  employee  had  been  con- 
victed of  insider  trading)  with  share- 
holders' losses. 

Pollack  has  a  reputation  for  up- 
braiding attorneys,  especially  those 
representing  plaintiffs,  before  an  en- 
tire courtroom  when  he  thinks  they 
are  insufficiently  prepared.  "He's  a 
holy  terror,"  complains  one  plaintiff's 
lawyer,  who  has  frequently  tried  cases 
before  Pollack. 

Replies  Pollack:  "When  they  say 
I'm  tough,  they  mean  I  make  them 
whittle  it  down  to  what  they  have — 
-Deirdre  Fanning 


no  romance. 


Judge  Milton  Pollack 

He  won  Ivan  Boesky  in  a  lottery. 


"Have  crisis,  will  deliver" 

We  are  the  Sears,  Roebuck  of 
emergencies,"  says  David  Halli- 
day,  a  former  production  engineer 
who  now  heads  the  Procurement  & 
Assembly  Center  {known  more  com- 
monly as  Unipac)  set  up  by  the  United 
Nations  Children's  Fund.  Halliday,  a 
dapper,  silver-haired  50-year-old  Brit- 
on, runs  a  warehouse  the  size  of  three 
football  fields  in  Copenhagen,  from 
which  more  than  $200  million  worth 
of  emergency  and  development-aid 
supplies  are  shipped  annually  to  meet 
crises  across  the  globe. 

His  motto:  "Have  crisis,  will  deli- 
ver." That  generally  means  within  24 
hours  to  any  one  of  136  nations  scat- 
tered across  the  globe.  Last  month's 
hot  spot:  Nigeria.  On  Nov.  28  Halli- 
day received  a  call  from  the  Unicef 
representative  in  Lagos,  where  500 
people  had  recently  died  of  yellow 
fever.  Halliday,  along  with  a  half-doz- 
en assistants,  hit  the  phones  that  Fri- 
day, calling  drug  companies  around 
the  globe  to  line  up  1  million  doses  of 
yellow  fever  vaccine.  Within  24  hours 
they  turned  up  a  French  drug  compa- 


Unipac  chief  Dai  id  Halliday 

"We  are  the  Sears  of  emergencies." 

ny,  Merieux,  able  to  fill  the  order.  B] 
Sunday  half  the  vaccines  were  on  ; 
commercial  airliner,  arriving  in  Lago: 
on  Monday  morning.  The  secon< 
batch  arrived  the  following  day. 

Because  those  vaccines  were  ii 
such  desperate  demand,  Halliday  byi 
passed  the  usual  procedure  for  purj 
chasing  the  5,000  different  items  thai 
are  stocked  in  his  awesome  warei 
house — everything  from  standarc 
medical  supplies  to  equipment  foi 


Meier-LiSliger/Focus 


(drilling  water  wells,  from  hand 
pumps  to  refrigerators.  Halliday 
holds  bidding  wars  for  orders  running 
tover  $5,000,  and  a  contract  review 
committee  approves  all  items  over 
$40,000.  "We  need  to  procure  the 
I  right  quality  of  goods  at  the  best 
iprice,"  says  Halliday.  "Good  account- 
ting  and  continual  monitoring  of  pur- 
chasing and  shipping  operations  are 
i vital." — Pranay  Gupte 


i 

s  David  Pensky 

way  I  can  sleep  nights." 


Get  'em  young 

David  Pensky  eyes  the  half-dozen 
adolescents  inside  his  Britches 
Great  Outdoors  store  in  the  George- 
town section  of  Washington,  D.C. 
"We  try  to  develop  a  relationship  with 
them  when  they  are  in  high  school 
and  college,  then  sell  them  again 
when  they  are  professionals,"  says 
Pensky,  42.  "It  seems  to  be  working." 

Indeed.  Pensky  and  partner  Rick 
Hindin,  44,  opened  the  Georgetowne 
Slacks  Shop  in  1966,  selling  stylish 
but  traditional  men's  slacks  and 
shirts  and  generating  $250,000  in 
sales.  One  year  later  came  Britches  of 
Georgetowne,  a  purveyor  of  elegant 
men's  suits  ($400),  Oxford  pinpoint 
shirts  ($32.50)  and  classic  trenchcoats 
($165).  This  year,  with  42  stores  in 
Washington,  Dallas,  Atlanta  and  New 
Jersey,  Britches  will  do  $100  million 
in  sales,  with  pretax  profit  margins 
estimated  at  10%. 

Britches  specializes  in  traditional 
English  clothing  for  men  and  women, 
plus  preppie  stuff  for  the  kids.  Al- 
though most  of  Pensky  and  Hindin's 
products  for  men  and  women  are 
comparable  in  appearance  and  quality 
to  Brooks  Brothers  or  Paul  Stuart  col- 
lections, Britches'  are  up  to  20%  less 
expensive.  The  reason:  Britches  con- 
tracts out  about  70%  of  its  merchan- 
dise, thus  eliminating  one  level  of 
markup. 

In  1983  the  pair  sold  out  to  the 
Acton,  Mass. -based  CML  Group.  Any 
regrets,  given  the  recent  boom  in  spe- 
cialty retailing?  "No,  because  I  didn't 
want  the  debt  associated  with  the  ex- 
pansion we  wanted,"  replies  Pensky, 
who  has  more  than  doubled  his  out- 
lets since  the  CML  deal.  "This  way  I 
can  sleep  nights."  Besides,  Pensky 
and  Hindin  have  made  out  pretty 
well.  If  they  reach  certain  profit  goals, 
the  two  will  share  in  as  much  as  $50 
million  for  the  business  by  the  end  of 
1988.— Jeffrey  A.  Trachtenberg 


Insurance  follies 

When  Maurice  Greenberg  talks, 
the  insurance  industry  squirms. 
The  blunt  chief  executive  of  Ameri- 
can International  Group  has  a  formi- 
dable reputation  as  a  tough  and  accu- 
rate critic  of  his  industry's  follies. 

His  latest  targets  arc  the  big  indus- 
trial and  financial  companies  that 
bought  insurance  subsidiaries  in  the 
Seventies  and  early  Eighties,  when 
they  looked  like  the  biggest  cash  cows 
around.  As  it  turned  out,  many  of 


them  bought  just  in  time  to  take  a 
bath  as  insurers,  in  a  competitive 
frenzy,  cut  prices  even  as  their  claims 
payments  rose. 

Now  many  of  these  big  companies 
are  walking  away  from  their  wayward 
subsidiaries.  That,  says  Greenberg,  is 
"absolutely  outrageous."  Among  his 
villains:  Beneficial  Corp.,  which  faces 
liquidation  because  of  bad  risks  accu- 
mulated by  its  American  Centennial 
Insurance  subsidiary,  and  Greyhound, 
which  recently  canned  its  troubled 
insurance  unit. 

Greenberg  thinks  there  is  more 
than  enough  blame  to  go  around.  In- 
dustry regulators,  he  contends,  are  as 
much  responsible  for  this  mess  as  the 
companies  themselves.  "No  regulator 
was  raising  his  voice  when  the  insur- 
ance rates  were  going  down,"  he  says. 
"They  all  sat  by  silently  while  the 
industry  shot  itself  in  the  foot." 

Surrounded  by  oriental  bric-a-brac, 
remnants  of  AIG's  origins  selling  life 
insurance  to  the  Chinese,  Greenberg 
has  earned  the  right  to  be  persnickety. 
His  $5.8  billion  (1985  revenues)  com- 
pany has  consistently  outperformed 
the  industry  in  its  recent  dark  years. 

That  success  stems  from  Green- 
berg's  start  as  an  underwriter,  consci- 
entiously pricing  policies  so  they 
were  both  salable  and  profitable. 
Greenberg  thinks  it's  time  for  the  rest 
of  the  industry  to  return  to  those  ba- 
sics. Succeeding  in  insurance,  he  says, 
"means  proper  pricing  and  recogniz- 
ing that  you're  in  a  risk  business,  not 
selling  potatoes." — James  Ring  Adams 


AIG's  Maurice  Greenberg 
Insurance  isn't  potatoes. 


CSX  Provides  The  Best  Single  Source  For  Industrial  Building  Sites  And 
?  Shipping  To  Put  You  In  Easy  Striking  Distance  Of  Your  Markets 


If  your  company 
plans  to  open  new  markets 
in  the  eastern  USA,  CSX 
Transportation  is  your  best 
single  source  tor  sites,  . 
warehousing  and  multi- 
wwte  For  our  Brochure  m0dal  freight  distribution. 

Our  operating  territory  covers  21  states 
across  the  East,  Midwest  and  South.  And 
we  can  give  you  in-depth,  impartial  facts 
on  more  than  5,000  sites,  including  current 
construction  costs  on  industrial  buildings, 
leasing  data  on  available  buildings,  plus 
information  on  labor,  taxes,  utilities  and 
raw  materials. 


And  if  you  locate  on  one  of  these  sites 
you'll  have  the  advantages  of  our  custom- 
made  freight  distribution  services:  24,000 
mile  rail  network,  trucks,  warehouses, 
barges,  bulk  transfer— with  attractive  rates, 
schedules  and  the  right  equipment.  And 
you  don't  have  to  be  on  our  rail  lines. 

So  put  our  know-how  to  work  for  your 
products.  Write  Aubrey  M.  Daniel, 
Vice  President, 
CSX  Transportation, 
Dept.  CS-4F-12, 

500  Water  Street,  Transportation 

Jacksonville,  FL 

32202.  Properties 


The  Forbes/Wilshire  5000  Review 


Edited  by  Steve  Kichen 


iLittle  fear  of  heights.  The  market  worried,  but  not  for 
jlong,  about  insider  trading  scandals.  Then  stock  prices 
jbegan  climbing  again.  During  the  two-week  period  the 
Dow  industrials  closed  one  session  at  1955,  an  alltime 
(high.  The  Dow  then  lost  some  30  points  to  finish  the  two- 
iweek  stretch  with  a  modest  1.6%  gain,  but  a  2000  Dow  is 
(not  unthinkable. 

'  The  big  winners  hitherto  had  been  blue-chip  stocks. 
Both  the  Forbes  Sales  500  and  S&P's  500  hit  new  highs 


before  backing  off  slightly.  The  NYSE,  too,  finished  with- 
in 1.4%  of  its  early  September  peak.  But  now  secondary 
shares  are  also  showing  signs  of  life.  The  Nasdaq  racked 
up  a  2.3%  two-week  gain,  although  this  still  leaves  the 
Nasdaq  some  11.7%  off  its  early  July  peak.  There  could  be 
some  catch-up  opportunities  in  secondary  shares — assum- 
ing the  rally  is  for  real.  On  the  other  hand,  the  Wilshire 
5000,  now  selling  at  18.1  times  latest  12-month  earnings, 
is  not  cheap. 


Closeup  On  The  Equity  Markets 


Performance  of  six  leading  indexes 


:  Percent  change 

Wilshire 
5000 

Forbes 
5002 

Dow  Jones 
industrials 

NYSE 
Composite 

Amex  Market 
Value  Index 

NASDAQ 
Composite 

in  last  4  weeks 

1.3 

1.9 

2.0 

1.5 

0.0 

0.5 

21.0 

18.7 

30.3 

22.8 

10.2 

14.6 

Stock  performance  based  on  six  key  investor  yardsticks 

Percent  change 

Company  size 

Volatility3 

P/E  multiple 

Dividend  yield 

Growth  profile4 

Share 

price 

large 

small 

high 

low 

over  25 

under  5 

over  7.5% 

none 

high 

low 

over  $40 

under  $4 

in  last  4  weeks 

1.3 

0.6 

-0.5 

0.0 

0.7 

-0.4 

-0.7 

0.3 

-1.0 

0.2 

0.8 

-2.2 

in  last  52  weeks 

26.0 

37.4 

51.1 

27.5 

16.1 

26.3 

20.5 

32.8 

39.0 

32.2 

29.9 

22.0 

reflects  price  performance  It  differs  slightly  from  market  value  of  outstanding  stocks  because  of  retirements  of  equity  since  index  was  created  Based  on  sales  A 
ty  to  overall  market  movement  High-volatility  issues  have  wide  pnce  fluctuations,  low-volatility  issues  are  more  stable   A  quantitative  evaluation  of  a  stock  s 


Wilshire  index 
stock's  sensitivity 
growth  image,  determined  by  Wilshire  Associate 


Note:  All  data  for  periods  ending  12/5/86.  Prepared  by  Wilshire  Associates,  Santa  Monica,  Calif. 


Where  The  Action  Is 


Winners  and  losers.  Sector  leaders  and  laggards  are  unlike- 
ly to  change  much  before  year's  end.  Consumer  nondura- 
ble issues  show  the  best  gain:  The  group  is  up  32.4%  over 
the  last  52  weeks.  In  second  place  are  utilities,  with  a 
29.2%  increase.  With  falling  interest  rates,  electric  com- 
panies have  been  popular,  but  the  Bell  spinoffs  have  also 
boosted  the  utility  group.  Near  the  middle  of  the  pack  are 


consumer  durables,  up  24.1%.  Raw  materials,  with  a 
20.6%  gain,  are  pacing  the  21%  gain  of  the  market,  ajj 
measured  by  the  Wilshire  index. 

Technology  and  energy  are  currently  tied  for  last,  with1 
only  a  5.3%  increase.  In  the  months  ahead,  however,  there 
may  be  more  opportunities  in  these  neglected  groups  tharj 
with  previous  market  favorites. 


Percent  change  in  last  52  weeks  OO  Percent  change  in  last  two  weeks 
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Technology 
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Consumer  durables 


+  50 
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Consumer  nondurables  and  servic 


+  50 


-25 
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Finance 

Raw  materials 

0 

0 

"25  1  1  1  1  l  l  1  1  1  1  1  1  1  l  1  1  l  1  1  1  l  1  1  1  1  1  1 

"25  I  1  I  i  I  i  I  I  I  I  I  I 

1  '85 

'86 

1                      '85  '81 

Transportation 

Utilities 

+  50  ^^^^^        ^^^^/\^  ^* 

0 

0 

~25  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1  1 

[III  1  1  1  1  1  1  1  1  1  

1  '85 

'86 

'85  '8. 

What  The  Analysts  Think 


Hope  they're  right  this  time.  Judged  by  what  the  analysts 
predict  for  1987  earnings,  The  Forbes  Sales  500  are  trading 
at  a  multiple  of  only  1 1 .9.  But  these  forecasters  have  spent 


the  past  year  cutting  earnings  predictions  for  1986.  If  w\ 
get  a  repeat  performance  in  1987,  investors  will  los| 
patience  with  the  prospenty-around-the-comer  line. 


Forecasting  the  Forbes  500 

Average 

Performance 

earnings  per 

period 

share 

P/E 

latest  12  months 

$2.70 

16.6 

j  1986  estimates 

3.13 

14.3 

!  1987  estimates 

3.78 

11.9 

Rank  based  on 
change  in  estimate 

Sector 

Estimated  1986 
EPS  P/E 

%  change  in  1986  estimat 
in  2  weeks     in  4  weeks 

l 

Utilities 

$3.27. 

10.9 

-0.11% 

-0.22% 

2 

Consumer  nondurables 

2.18 

17.2 

-0.50 

-0.77 

3 

Finance 

3.07 

11.3 

-0.65 

-1.07 

4 

Raw  materials 

1.76 

18.8 

-1.44 

-2.27 

5 

Consumer  durables 

3.82 

11.5 

-1.66 

-2.35 

6 

Technology 

2.43 

16.1 

-2.01 

-3.30 

7 

Energy 

2.20 

16.1 

-2.05 

-2.32 

8 

Capital  goods 

2.18 

18.3 

-2.07 

-3.81 

9 

Transportation 

1.36 

23.8 

-3.05 

^t.53 

r»gs  proiections  are  capitalization-weighted  consensus  estimates  from  over  2,000  secunty  analysts.  Data  are  compiled  and  updated  continuously  by  the  Institutional  Broke  | 

stii  sate  System  (IBES],  a  service  of  Lynch,  )ones  &  Ryan,  a  New  York-based  brokerage  firm. 
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NEW!  FROM  FIDELITY 


Fidelity  makes 

Real  Estate 
investing  easy. 


Introducing  Fidelity  Real  Estate  Investment  Portfolio,  a  noteworthy  new 
investment  opportunity.  Now  you  can  invest  in  the  securities  of  prime  income- 
producing  real  estate  by  simply  buying  shares  in  a  Fidelity  mutual  fund. 

Fidelity  Real  Estate  Investment  Portfolio  will  invest  primarily  in  securities 
which  have  the  potential  for  producing  steady,  long-term  income  from  real 
estate  which  is  managed  by  companies  with  a  proven  track  record. 

And  as  an  added  bonus,  Fidelity  has  waived  the  2%  sales  charge  on 
Real  Estate  Investment  Portfolio  through  January  31, 1987. 

As  with  all  of  Fidelity's  funds,  when  you  invest  in  the  Real  Estate  Invest- 
ment Portfolio,  you  get  exchange  privileges  among  over  fifty  other 
Fidelity  funds.  AH  it  takes  is  a  phone  call  to  receive  more  infor- 
mation. Our  toll-free  number  is  open  24  hours  a  day,  seven  / 
days  aweek.  $2,500  minimum  investment,  $500  for  IRA's.     /  Sj0£ 


Fidelity  Real  Estate  Investment  Portfolio,  ^ 

more  complete  information,  including  management  fees,  expenses  and  the  2%  sales  charge, 
call  or  write  for  a  free  prospectus.  Read  it  carefully  before  you  invest  or  send  money.  Fidelity 
Distributors  Corporation  (General  Distribution  Agent) ,  P.O.  Box  660603,  Dallas,  TX  75266. 

Name  Address  


City  State  Zip . 

□  Free  IRA  Fact  Kit  (REAI)       □  Free  Keogh  Fact  Kit  (REAK) 

Call  toll-free  24  hours  ^ffl^ 

1-800-544-6666       §c|  255: 

In  Massachusetts,  call  collect  617-523-1919 


Investments 
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Statistical  Spotlight 


I  ■■ 


Swingingfor  the fences,  five  winning  stock  pickers  from  lastyear'\m 
contest  and  five  brave  new  ones  name  their  favorites  for  1987. 


My  one  and  only 


By  Michael  Ozanian 


T|  ime  to  call  it  quits,"  said 
stock  picker  Michael  Price 
when  we  called  him  last  year  for 
a  tip.  Every  year  at  this  time  Forbes 
asks  ten  smart  stock  pickers  to  name 
their  favorite  stock  for  the  new  year. 
Price  had  placed  first  in  the  two  previ- 
ous stock-picking  roundups.  After 
some  coaxing,  he  admitted  to  liking 
Mesa  Offshore  Trust  for  1986,  then 
trading  at  1%. 
Price  should  have  called  it  quits. 


The  stock  is  off  36% . 

Well,  this  has  been  a  good  year  in 
the  stock  market  but  a  poor  year  for 
our  experts.  Last  year's  favorites  were 
up  a  shabby  10%  (December  through 
November),  compared  with  15%  for 
the  market.  The  five  best  stock  pick- 
ers in  the  group  get  another  shot  this 
year;  the  others  are  replaced. 

The  champ  is  Tom  Bailey,  presi- 
dent of  the  Denver-based  fanus  Fund. 
His  Singapore  Airlines  went  up  83%, 
to  4Vk.  The  other  four  survivors,  all  in 
New  York  City,  are:  John  Stewart,  a 


portfolio  manager  at  Alliance  Capital 
Management;  Susan  Byrne,  presideni 
of  Westwood  Management;  Barry  Zisl 
kin,  president  of  the  Z-Seven  Fundi 
Dee  Taggart,  senior  vice  president  o 
Shearson  Asset  Management.  (See  ta\ 
bles,p.  116). 

What  do  these  five  1986  winners 
like  for  1987?  Bailey  picks  Itel  (o-t-c 
14'/2),  which  leases  cargo  container^ 
and  has  marine  dredging  operationsi 
Since  real  estate  whiz  Sam  Zell  tool 
over  in  April  1985,  he's  put  its  ample 
tax-loss  carryforwards  to  use  by  buy 
ing  Great  Lakes  International.  Anothi 
er  Itel  acquisition,  Anixter  Brothers 
(electrical  equipment),  is  pending. 

This  year  John  Stewart  from  Alii' 
ance  Capital  is  going  with  gold  mine] 
Coeur  d'Alene  Mines  (o-t-c,  I6V4] 
"U.S.  net  overseas  debt  will  rise,  lead^ 
ing  to  further  devaluation  of  the  dollai 
and  upward  pressure  on  the  price  0 
gold,"  says  Stewart. 

Westwood's  Susan  Byrne?  "My 
pick-to-click  for  1987  is  Wyse  Techi 
nology  [o-t-c,  L43A],"  she  says.  It's  not 
a  household  name,  but  Byrne  saya 
Wyse  can  make  personal  computers 
and  terminals  more  cheaply  and  bet- 
ter than  its  competitors.  For  the  fiscal 
year  ending  March  1987  Byrne  esti- 
mates earnings  of  $1.50  per  share, 
compared  with  $1.20  in  fiscal  1986. 

Z-Seven's  Barry  Ziskin  looks  foi 
lightning  to  strike  twice.  He  picks  car 
importer  Subaru  again  this  year,  and 
ror  the  same  reason — a  hope  that  im- 
port quotas  will  be  relaxed. 

Dee  Taggart  of  Shearson  is  staying 
with  General  Electric.  The  RCA  ac- 
quisition will  pay  off  this  year,  and 
the  move  into  financial  services 
through  Kidder,   Peabody  was  the 


J! 

■ 


r    -  i      i  r 


i  s  !  8  L.  a  —  ^  s  s  i  t  :  s 


orbiting  X-Ray  Telescope 

v    to  penetrate 

e  secrets  of  the  universe. 


^rLockheed 

Giving  shape  to  imagination. 


For  more  than  20  years, 
scientists  have  been  investigating 
x-ray  emissions  from  mysterious 
sources  in  space. 

To  better  study  these  phenomena, 
NASA  has  proposed  a  powerful, 
new  orbiting  X-Ray  Telescope. 
Uninhibited  by  atmospheric 


particles,  it  will  permit  researchers 
to  gather  data  from  the  farthest 
reaches  of  the  universe. 

Lockheed  will  define  the 
configuration  of  the  observatory  and 
investigate  system  requirements, 
including  physical  and  operational 
designs,  for  this  innovative  x-ray 
imaging  instrument. 

Lockheed  is  completing  work 
on  a  similar  program,  the  Space 
Telescope,  which  will  be  the 
largest  deployable  spacecraft  ever 
placed  in  orbit.  Lockheed 


engineering  teams  also  developed 
the  new  technologies  for  the 
successfully  tested  Solar  Array, 
which  could  supply  sufficient 
energy  for  extended  Earth-orbit 
scientific  or  military  missions,  and 
for  ventures  such  as  the  proposed 
manned  Space  Station. 

The  expertise  provided  by 
programs  such  as  these,  along  with 
Lockheed's  established  position  in 
space  technology,  makes  it  a  logical 
leader  in  long-term  space  projects 
of  the  next  century. 


THE  RIGHT  LIFE  INSURANCE  CAN  BUIL1 
SECURITY  FOR  GENERATION! 

COME  TO  NEW  ENGLANI 


products  available  through  New  England  Securities  Corporation. 


r)  1986.  New  England  Mutual  Life  Insurance  Company.  Boston.  MA. 


The  New  England  we  speak  of  is  just 
that-77ie  New  England  (formerly  known  as 
New  England  Life).  Today,  we're  a  partner- 
ship of  financial  services  companies  offer- 
ing a  variety  of  financial  products -life 
insurance,  mutual  funds,  retirement  pro- 
grams, real  estate  investments,  financial 
planning  and  employee  benefits. 

At  The  New  England,  we've  been  sat- 
isfying our  clients'  needs  for  life  insurance, 
and  they've  been  sharing  in  our  investment 


success,  for  more  than  150  years.  And  we 
can  state  with  authority  that  there's  no  bet- 
ter way  to  build  for  the  future -provided  that 
the  life  insurance  you  select  is  flexibile, 
secure,  and  suited  to  your  needs. 

If  you  d  like  your  life  insurance  to 
come  from  a  company  whose  strong  invest- 
ment growth  can  benefit  you.  come  to 
New  England.  The  New  England. 

For  the  name  of  your  local  representa- 
tive, phone  1-800-222-2725. 


E 


The  New  England 

Yojr  Financial  Partner 


Ten  swings 


These  ten  analysts — five  from  last  year's  list  and  five  the  result  is  not  exactly  a  soundly  diversified  portfolio, 
newcomers — were  asked  to  name  one  favorite  stock    But  it  does  have  some  interesting  variety.  Business 


each.  Since  the  temptation  is  to  swing  for  the  fences, 

lines  range  from  uranium 

bullets  to 

marine 

dredging. 

Name 

Affiliation 

Stock 

Business 

Recent 
 price  

— Latest  12  mo — 
EPS  P/E 

Tom  Bailey 

Janus  Fund 

Itel 

maritime  services 

14'/2 

$-1.26 

NM 

Thacher  Brown 

Diexel  Burnham  Lambert 

Church's  Fried  Chicken      fast  food  restaurants 

127/a 

0.27 

47.7 

Susan  Byrne 

Westwood  Management 

Wyse  Technology 

video  display  terminals 

14'/i 

1 .36 

10.8 

Donald  Carver 

First  Pennsylvania  Bank 

The  Limited 

specialty  retail 

32'/i 

0.93 

34.9 

David  Elias 

David  Elias  fnc. 

American  Express 

financial  services 

57  Vi 

5.49 

10. S 

Gerald  Perritt 

Investment  Horizons 

Nuclear  Metals 

depleted  uranium  prods 

18'/: 

0.83 

22.3 

John  Stewart 

Alliance  Capital 

Coeur  d'Alene  Mines 

mining 

16V4 

-0.17 

NM 

Dee  Taggart 

Shearson  Asset  Management 

General  Electric 

electrical  equipment 

83</4 

5.31 

15.8 

Max  Zavanelli 

Zavanelli  Portfolio  Research 

Western  Tele-Comm 

communication  svcs 

19'/2 

1.72 

11.3 

Barry  Ziskin 

Z-Seven  Fund 

Subaru  of  America 

Japanese  auto  importers 

23  Vi 

1.87 

12.6 

NM:  Not  meaningful 

right  one,  she  says. 

Now  for  the  new  contestants.  Max 
Zavanelli,  president  of  Chicago-based 
Zavanelli  Portfolio  Research  (Forbes, 
Oct.  6),  takes  Western  Tele-Commu- 
nications (o-t-c,  l9Vi),  which  provides 
communication  services  to  long-dis- 
tance telephone  companies  and  cable 
television  systems.  Western  is  expect- 
ed to  spin  off  General  Communica- 
tions, its  long-distance  Alaskan  sub- 
sidiary. "I  think  investors  will  realize 
that  the  two  pieces  of  paper  are  worth 
a  great  deal  more  than  just  the  one," 
says  Zavanelli.  It  sounds  easy,  but 
investors  frequently  find  that's  just 
the  case. 

Thacher  Brown,  a  senior  vice  presi- 
dent in  Drexel  Burnham  Lambert's 
money  management  group,  likes 
Church's  Fried  Chicken  (NYSE,  12%), 
now  near  its  52-week  low.  "The  stock 
is  depressed  because  chicken  costs 
went  through  the  roof  this  past  year 
when  many  chickens  died  from  the 
heat  wave  in  the  South,"  says  Brown. 
Church's  outlets  are  primarily  in  re- 
gions of  the  Southwest  where  the 
economy  is  hurting.  Brown  expects  a 
turnaround  in  both  factors. 

Gerald  Perritt,  editor  of  Investment 
Horizons,  a  Chicago  investment  news- 
letter, expects  "explosive  growth"  at 
Nuclear  Metals  (o-t-c,  18 'A),  a  manu- 
facturer of  armor-piercing  bullets. 
(The  name  relates  to  the  use  of  urani- 
um in  these  bullets.)  The  backlog  has 
almost  tripled  in  the  past  year.  The 
government  stopped  producing  the 
raw  material  needed  for  making  the 
bullets  in  1985,  leaving  Nuclear  Met- 
als as  the  only  major  source.  "Com- 
petitors will  be  buying  raw  material 


from  them,"  says  Perritt. 

Donald  Carver,  equity  strategist  for 
First  Pennsylvania  Bank,  selects  The 
Limited  Inc.  But  isn't  this  store  chain 
(NYSE,  32 Vi)  a  bit  expensive  at  35 
times  earnings?  "It  depends  on  what 
you're  looking  at,"  retorts  Carver, 
who  considers  himself  an  "earnings 
momentum"  investor.  Profits  will 
reach  $1.90  a  share  for  the  fiscal  year 
ending  January  1988,  he  says.  Look  at 
that,  and  the  stock  has  a  P/E  of  only 
17.  Only  17?  Well,  it's  his  pick. 

David  Elias,  a  Buffalo  investment 
adviser,  searches  for  blue  chips  out  of 
favor  with  the  institutions.  His  pick  is 
American  Express.  He's  looking  for 
earnings  growth  of  15%  to  18%  per 
year  over  the  next  three  to  five  years. 


Oops 

While  there  were  a  couple  of  big 
winners  this  year,  the  portfolio 
rose  by  only  10%,  compared 
with  the  Wilshire  index'  15%. 

Name/Stock 

%  change 

Tom  Bailey/Singapore  Airlines 

83.1 

lohn  Stewart/FW  Woolworth 

46.8 

Susan  Byrne/Orion  Pictures 

41.6 

Barry  Ziskin  'Subaru  of  America 

21.3 

Dee  Taggart/General  Electric 

16.5 

Hugh  Lamle/Lockheed 

10.8 

Steven  Leuthold/Commodore  Intl 

-17.0 

Jack  Kneafsey/Tiger  Intl 

-29.5 

Michael  Price/Mesa  Offshore  Trust  -35.7 

Sheila  Baird/Micron  Technology 

-38.5 

But  maybe  a  1950  Dow  is  already 
way  too  high.  We're  hedging  our  beti 
this  year  with  a  list  of  short-sale  fa| 
vorites  from  the  experts. 

Malcolm  Lowenthal,  a  vice  prcsn 
dent  of  Shearson  Lehman,  thinks  toi 
manufacturer  Coleco  (NYSE,  9)  will 
be  a  big  loser  in  1987  despite  the  facj 
that  it's  already  approaching  its  52 
week  low.  "The  company  has  ho 
been  able  to  find  a  product  to  make  uj 
for  the  decline  of  the  Cabbage  Patclj 
dolls.  Also,  receivables  and  inventor^ 
are  way  up  and  debt  has  risen." 

John  Rogers,  president  of  Ariel  Cap- 
ital Management  in  Chicago,  weighs 
in  with  a  short-seller  favorite:  Horn? 
Shopping  Network  (Amex,  40Vk).  Its 
P/E  is  92.  Competition  is  around  the 
corner,  he  says. 

Alan  Gaines,  president  of  New 
York  City-based  Gaines,  Berlandj 
which  concentrates  on  energy-related 
companies,  rates  Valero  Energy, 
(NYSE,  S'A)  a  loser.  A  Chapter  1 1  reorj 
ganization  that  would  almost  wipe 
out  common  holders  is  a  distinct  pos- 
sibility, he  says. 

Insider  selling  by  three  vice  presi- 
dents suggests  to  Michael  Reid,  pub^ 
lisher  of  Insider  Indicator  (Forbes,  Dec 
15)',  that  Albertson's,  the  supermarket 
chain,  may  be  in  for  a  fall. 

Kurt  Feshbach,  of  famed  short-sell- 
ers Feshbach  Brothers  in  Menlo  Park, 
Calif.,  wants  Carrington  Labs  (o-t-c„ 
193/i)  to  collapse.  Feshbach  notes, 
"The  stock  has  risen  on  the  firm's 
claim  to  have  a  cure  using  a  deriva- 
tive of  aloe  vera  for  the  AIDS  virus, 
but  we  do  not  think  they  have 
product  that  will  ever  reach  the! 
market."  ■ 
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This  is  an  unretouched  copy  made  by  Sharps  new  full  color  desktop  copier. 


If  a  copier  can  recreate  color  nuances  of  a  16th  century  masterpiece,  think 
how  well  it  will  reproduce  layouts.  Designs.  Computergraphics.  Any  image  that 
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Financial  information  so  insid 
it's  almost  like  being 
a  member  of  the  board. 


When  it  comes  to  your  investments, 
time  really  is  money.  The  longer  it 
takes  you  to  find  out  what  the  insiders 
know,  the  more  it  can  cost  you. 

That's  why  it  pays  to  watch 
Financial  News  Network  on  cable 
television. 

From  6am  to  7:30pm  (ET),  Monday 
through  Friday,  FNN  provides  a 
constant  stream  of  up-to-the-minute 
news,  as  well  as  stock,  bond  and  com- 
modity updates  and  analyses. 

There  are  also  FNN's  continuous 
NYSE,  and  AMEX  stock  tickers,  exclu- 
sive market  summaries  updated  every 
60  seconds,  plus  the  only  NASDAQ 
"over  the  counter"  ticker  anywhere. 


FNN  brings  you  the  latest  from 
inside  the  boardrooms  where  deci- 
sions affecting  your  money  are  made 
—so  you  can  make  your  own  decisions 
more  profitably. 

It's  all  live  and  immediate.  When 
news  breaks,  FNN  viewers  know  it 
and  can  use  it  within  minutes. 

So  tune  in  FNN  today.  Consult 
your  cable  listings  for  the  FNN 
channel,  or  call  your  local  cable 
operator. 


Financial  News  NelwJ 

As  inside 
as  you  can  gn 
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Capital  Markets 


MONEY  &  INVESTMENTS 

Investors  with  fond  memories  of  high- 
yield  CDs  are  hungry  for  new  vehicles. 
Here  are  some  reasonable  options. 

HUNGRY  FOR 
YIELD 


By  Ben  Weberman 


Hardly  a  day  goes  by  that  someone 
does  not  write  to  plead  for  sugges- 
tions about  replacing  maturing 
12% -plus  certificates  of  deposit. 
People  just  do  not  want  to  go  back 
to  taking  5.5%  in  money  market 
funds  or  3.5%  in  short-term  tax- 
exempt  funds. 

One  thing  I  do  not  advise  is 
switching  to  high-yielding  bonds  of 
low  quality.  Some,  possibly  many, 
of  these  junk  issues  will  default 
over  the  next  several  years  in  a  de- 
flationary, slow-growth  economy 
(Forbes,  Dec.  15). 

A  better  bet  is  U.S.  Treasury  obli- 
gations paying  from  6.5%  for  the  5- 
year  maturity  to  7.3%  for  the  30- 
year.  Interest  is  free  of  state  and 
local  income  taxes  although,  of 
course,  subject  to  federal  tax.  There 
is  no  risk  of  default. 

Next  option:  Ginnie  Mae  mort- 
gage passthroughs,  guaranteed  by 
the  U.S.  government.  Ginnie  Maes 
with  coupons  in  the  8%  to  10% 
range  yield  1  Vi%  to  2%  more  than 
Treasurys  over  their  expected  aver- 
age maturity  of  about  ten  years. 

The  drawback?  You  really  can't 
know  the  maturity  of  a  Ginnie  Mae 
in  advance.  If  interest  rates  go 
down,  homeowners  refinance  and 


Ben  Weberman  is  a  senior  editor  of  Fohbes 
magazine. 


the  Ginnie  Mae  is  paid  off  early.  If 
interest  rates  go  up,  homeowners 
hang  on  to  their  mortgages  and  the 
maturity  stretches  out. 

It's  a  somewhat  one-sided  deal, 
stacked  against  the  bond  buyer.  In 
effect,  the  Ginnie  Mae  holder  is  giv- 
ing the  homeowner  a  very  valuable 
option.  But  the  higher  yields  more 
than  make  up  for  this  disadvantage. 
A  recent  Salomon  Brothers  study 
computed  the  effective  yield  advan- 
tage of  Ginnie  Maes  over  federal 
agency  paper  at  about  1%,  after  al- 
lowing for  the  value  of  the  option 
the  holders  have  given  away. 

One  other  disadvantage:  Ginnie 
Maes  are  subject  to  state  as  well  as 
federal  taxes. 

What  else  has  good  yields  these 
days?  A  new  kind  of  investment  has 
just  come  on  the  market  that  offers 
high  yield,  little  or  no  federal  in- 
come tax  and,  in  most  states,  little 
state  tax.  Cal  Fed  Income  Partners 
L.P.,  run  by  a  subsidiary  of  the  $20 
billion  (assets)  thrift  holding  com- 
pany CalFed  Inc.,  promises  a  cur- 
rent yield  of  10%. 

Cal  Fed  Income  Partners  L.P. 
raised  $1 10  million  by  early  Decem- 
ber and  used  $71  million  to  com- 
plete the  purchase  of  four  proper- 
ties: a  luxury  apartment  building  in 
Georgia,  and  an  office  park  and  two 
shopping  centers  in  California. 

What  makes  this  deal  attractive  is 
that  the  managers  forfeit  their  fees 
if  performance  falls  short  of  defined 
standards:  if  either  the  10%  cash 
disbursement  is  missed  for  more 
than  two  consecutive  years  or  the 
market  price  of  the  units  falls  below 
the  offering  price. 

How  does  the  partnership  work  to 
generate  a  10%  return  from  proper- 
ties with  a  net  rental  return  of 


8.9%?  (The  latter  figure  is  after 
property  taxes  and  operating  costs, 
including  certain  property  manage- 
ment fees.)  By  financing  the  proper- 
ty, in  part,  with  zero  coupon  mort- 
gages. The  effect  of  the  zero  coupon 
financing  is  to  make  possible  a  fat 
monthly  distribution  to  investors. 
The  investors  pay  on  the  other  end 
by  giving  up  some  of  the  hoped-for 
appreciation  in  the  properties.  Some 
or  all  of  that  will  go  to  the  holders  of 
the  mortgages. 

What  if  the  properties  don't  ap- 
preciate at  all?  Then  the  investors 
won't  maintain  their  principal  as 
the  properties  are  sold  or  refi- 
nanced. If  the  assets  appreciate  at  a 
3%  to  4%  annual  rate,  the  investors 
roughly  break  even.  With  faster  ap- 
preciation, they  would  collect  some 
capital  gain  as  well  as  their  10% 
distributions. 

The  fact  that  some  of  the  current 
return  is  a  return  of  principal,  com- 
bined with  depreciation  on  the 
properties,  makes  the  distributions 
of  cash  substantially  free  of  income 
tax.  Assuming  the  buildings  do  ap- 
preciate as  expected,  the  return  is 
very  attractive  next  to  an  average 
7%  on  long-term  tax-exempt  bonds. 

Real  estate  too  risky  for  you? 
Then  do  consider  tax-exempts,  even 
for  your  children.  Starting  in  1987, 
the  child's  unearned  income  over 
$1,000  will  be  taxed  at  the  higher  of 
the  parents'  rate  or  the  child's  rate, 
if  the  child  is  under  14. 

It  used  to  be  that  parents  could  set 
up  trusts  for  their  children,  which 
would  generate  income  taxed  at  the 
child's  much  lower  rate.  This  ac- 
counted for  the  phenomenal  popu- 
larity of  zero  coupon  or  stripped 
Treasurys — bonds  that  pay  no  cur- 
rent interest  but  whose  interest 
builds  until  final  maturity.  Taxes 
on  the  imputed  interest  would  be 
reckoned  at  the  child's  tax  rate. 

No  more.  In  fact,  this  may  be  a 
good  time  to  sell  zero  coupon  Trea- 
surys, which  have  enjoyed  a  fantas- 
tic gain,  while  capital  gains  taxes 
remain  at  20%.  But  what  to  put  the 
proceeds  into?  Consider  stripped 
municipals.  These  zero  coupon  mu- 
nicipal bonds  build  tax-free. 

One  type  of  zero  muni  I  like  is 
Salomon  Brothers'  MCATs.  Take 
the  recent  MCAT  issue  for  Austin, 
Tex.:  It's  a  AAA-rated  refunding 
from  a  solid  issuer.  The  zero  coupon 
due  in  2000  yields  6.7%.  Of  course, 
if  you  don't  live  in  Texas  you  (or 
your  child)  may  owe  state  tax  on  the 
accrued  interest.  ■ 
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The  Contrarian 


MONEY  &  INVESTMENTS 

Arms,  deficits  and  contras  be  damned, 
the  market  is  moving  full  speed  ahead. 

TOUGH  OLD 
TAURUS 


By  David  Dreman 


Okay,  now  that  they  have  har- 
pooned the  major  sharks,  and  wom- 
en, children  and  brokers  can  freely 
walk  The  Street  again,  what  hap- 
pens next?  I  believe  the  following 
patterns  have  a  better  than  average 
chance  of  emerging  next  year. 

First,  a  Boesky-free  market  and 
the  deep  burrowing  into  the  turf  by 
most  prominent  arbs  should  not  be 
negative  for  stocks.  In  fact,  quite  the 
contrary.  After  all,  the  arbs  did  not 
start  the  takeover  game,  and  their 
withdrawal  to  the  sidelines  under 
escort  will  not  end  it. 

The  takeover  boom  resulted  pri- 
marily because  large  numbers  of 
good  companies  were  severely  un- 
dervalued, with  market  prices  at  a 
wide  discount  from  real  worth.  The 
buyers  were  almost  always  large 
companies  trying  to  pick  up  value 
cheaply.  Cities  Service,  General 
Foods,  Nabisco,  Houston  Natural 
Gas  or  Allied  Stores  would  have 
been  taken  over  whether  arbs  were 
there  or  not.  The  arbs  simply  cut  a 
large  slice  of  the  takeover  pie  out 
of  the  hides  of  previous  stockhold- 
ers, either  by  fair  means  or  foul. 
Individual   investors   and  money 


David  Dreman  is  managing  director  of 
Dreman  &  Embry,  Investment  Counsel,  Meiv 
York,  and  author  of  The  New  Contrarian 
Investment  Strategy. 


managers  should  make  out  better  in 
future  takeovers.  They  won't  be 
competing  as  much  against  arbs 
with  inside  information. 

Most  arbs  will  be  lying  low  for  a 
good  while.  The  dumping  after  the 
Boesky  announcement,  which 
shows  up  clearly  on  computerized 
trading  screens,  etches  in  stone  for 
any  interested  regulatory  inquirer 
exactly  who  owned  what.  After  all, 
if  there  were  nothing  to  hide,  why 
sell  stocks  down  sharply  from 
where  they  were  bought  only  a  few 
days  or  weeks  before?  Frantically 
trying  to  cover  up  transactions  that 
might  be  considered  naughty  was 
just  plain  dumb. 

Turning  to  areas  of  opportunity, 
two  takeover  candidates  that  are 
down  to  prices  representing  good 
value  are  Textron  and  Lockheed.  An- 
other spilloff  from  the  arb  panic  is 
the  value  presented  in  some  of  the 
brokerage  stocks  that  have  taken  a 
pounding  because  they  have  large 
underwriting  books  or  arbitrage 
desks.  First  Boston,  Salomon  and 
Merrill  Lynch  are  down,  although  no 
subpoenas — or  even  any  mention  of 
the  firms — have  come  up. 

In  the  weeks  since  Boesky  was 
busted,  both  the  S&P's  500  and  the 
Dow  have  had  good  gains.  In  addi- 
tion, problems  that  Drexel  Burn- 
ham  and  the  junk  bond  sector  may 
have  could  result  in  a  flow  of  money 
out  of  high-yield,  lower-quality 
bonds  into  quality  stocks.  Finally, 
the  speculative  indexes  continue  to 
lag  behind  the  blue  chips,  which 
have  run  well  ahead  since  the  bull 
market  began  4-Vi  years  ago.  All  this 
adds  up  to  a  retreat  to  quality, 
which  augurs  well  for  the  market. 

In  a  word,  the  strength  of  the  cur- 
rent market  is  remarkable.  The 


Dow  and  the  S&P's  breezed  through 
the  worst  investment  scandal  since 
the  Twenties.  The  Dow  shrugged 
off  an  84-point,  one-day  drop  in  Sep- 
tember and  a  144-point  decline  for 
the  same  week,  disappointing  earn- 
ings, economic  and  trade  news,  as 
well  as  contra-tcrrorist  dealings 
with  Iran,  to  reach  an  alltime  high 
early  this  month. 

My  best  guess  is  that  1987  will 
see  a  higher  market,  led  by  the  blue 
chips.  But  the  older  the  bull  gets, 
the  more  unpredictable.  After  all, 
we  are  in  the  fifth  year  of  a  major 
market  move  with  only  small  cor- 
rections, relative  to  those  that  have 
occurred  in  markets  of  the  past. 
Sure,  a  downturn — and  probably  a 
major  one — lies  ahead,  but  the  re- 
coveries in  a  bull  market  come  al- 
most in  the  blink  of  an  eye.  It  is  too 
dangerous  to  try  to  bet  when  one 
will  occur.  To  be  short  the  market 
or  be  heavily  into  cash  now  could  be 
as  disastrous  as  it  was  in  early  Octo- 
ber last  year,  after  the  market  had  a 
disappointing  third  quarter.  In  the 
following  nine  months  the  S&P's 
500  and  the  Dow  ran  up  over  40% . 
Everyone  who  has  tried  to  be  too 
cute  in  the  past  4  Vi  years  has  wound 
up  well  behind  the  averages. 

Here  are  a  number  of  stocks  that 
appear  cheap  today  and  should  do 
better  once  the  dust  settles. 

Although  earnings  for  the  proper- 
ty/casualty industry  continue  to 
move  up  smartly,  the  market  re- 
mains skeptical  of  this  group.  St. 
Paul  (42)  is  down  27%  from  its 
high,  although  earnings  should  rise 
to  $3  a  share,  almost  triple  de- 
pressed 1985  results.  A  further  60% 
increase  is  likely  next  year.  The 
stock  trades  at  a  price/earnings  ratio 
of  13  and  yields  3.5%. 

Safeco  (58)  is  another  major  prop- 
erty/casualty underwriter  down 
sharply  from  its  top.  Significantly 
better  underwriting  results  and  a 
good  increase  in  investment  income 
should  result  in  earnings  rising  to 
about  $5  a  share  in  1986,  with  a 
30%  gain  likely  next  year.  Safeco 
trades  at  a  P/E  of  9  and  yields  2.9%. 

Advertising  stocks  are  down  be- 
cause of  a  so-so  year  in  1986.  Ogilvy 
Group  (28),  the  industry's  fifth-larg- 
est agency,  with  266  offices  in  44 
countries,  is  well  managed  and, 
though  earnings  should  slip  about 
5%  in  1986,  to  $2  a  share,  there  is 
the  likelihood  of  a  20%  pickup  in 
1987  to  a  new  record.  The  stock 
trades  at  a  P/E  of  13  and  currently 
yields  3.1%.  ■ 
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bu  tackle  ? 
he  issues." 

-Mike  Ditka 


Confronting  the  important  issues  head  on.  In  a  hard-hitting,  straight-ahead  style.  With  news  analysis  that  lets 
ders  form  their  own  game  plan.  That's  what  gives  U.S.  News  an  unbeatable  readership,  with  the  highest  median 
income  of  all  newsweeklies.  The  kind  of  readers  who  can  really  score  points  with  advertisers. 


■      ■  ^    ■  &  WORLD  REPORT 

U.S.News 


A  smart  magazine  just  got  brighter. 


bes  Market/ 
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COMPUTER  SOFTWARE 


ANTI-PROGRAM  TRADING  SOFTWARE 

CSI's  new  Probable  Direction  Index,  PDI?M  very  effectively 
counteracts  the  effects  of  short-term  program  trading  soft- 
ware. The  graphic  index  display  leads  the  general  trend  until 
it  is  likely  to  reverse.  Often  just  before  the  market  turns,  it 
will  sense  an  impending  price  direction  change  and  lead  the 
market  the  other  way. 

Based  on  the  author's  training  in  adaptive  analysis,  radar 
signal  processing  and  probability  theory,  PDI  will  go  further  in 
predicting  market  direction  than  any  product  we  have  seen. 

COMMODITY  SYSTEMS,  INC. 

200  West  Palmetto  Park  Road 
=    "=^=  Boca  RatorvFL  33432-3788 
^■#1  (305)  392-8663  •  Telex  522-107 

BBK  CALL  TOLL  FREE  1/8007327-0175 

PDI  (Probable  Direction  Index)  is  a  service  mark  ol  Commodity  Systems.  Inc 


FINANCIAL  SERVICES 

Immediate  cash1 
for  current 
accounts 
receivable 

No  Red  tape-No  Deloy 

We  purchase  Accounts 
Receivable  and  pay  70%  to 
85%  of  their  value. 

TOWERS  CREDIT  CORPORATION 

A  subsidiary  of 
TFC  TOWERS  FINANCIAL  CORPORATION 

in  OK  Company 

200  Madison  Avenue 
New  York,  NY  10016 

212-696-0505 

Outside  New  York  Stole 

800-553-3322 


CORPORATE  ITEMS 


REAL  ESTATE 


AMERICAS  MOST 
DESIRABLE  LOCATION 

A  solid  investment  in  prime  Carmel  area. 
Approx.  2700  sq.  ft.  plus  terraces  on 
sunny  wooded  acre.  3  bdrms,  Wi  baths, 
one  level  quality  construction,  mint  con- 
dition. Many  amenities.  Study  w/fire- 
place,  new  kitchen,  baths,  carpets.  Guest 
house  overlooks  stream.  Privacy  without 
isolation;  5  mins.  to  Carmel  shopping. 
(408)  624  3154  or  625-3212  $485,000 
Alan  D.  Thoburn,  Towle  Capitol  Corp. 
Carmel,  CA.  Sotheby's  Int'l  Really  Ex- 
clusive Local  Representative. 


DONATE  REAL  ESTATE 

of  any  kind  as  a  tax  deduction  to  a  nat'l 
non  profit  educational  group  We  are  an 
ethical  IRS  501-C-3  professional  society 
without  any  disallowance  in  our  16  yr. 
history 

AMERICAN  SOCIETY  FOR 
ENVIRONMENTAL  EDUCATION 
call  collect  East:  603-643-3536 
West:  714-496-3238 


We'll  put  your  company  busi- 
ness card  in  our  most  popular 
laminated  luggage  tag  com- 
plete with  strap — for  attache 
case  or  luggage.  Spot  your 
belongings  at  once! 


For  2 
tags  —  send 
cards  and  S  2.00  to: 

'140  Bloomfield  Avenue 
)    ■  "aldwell,  NJ  07006 
nlto*  2  werks  for  delivery. 
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OWN  A  HOME  IN  VIRGINIA 

SYLVANIA — Perhaps  the  finest  tract 
of  538  acres  in  all  Virginia.  18th  cen- 
tury manor  Mountain  views.  Stocked, 
spring-fed  lakes  to  22  acres.  Stream. 
Estate  area.  16  miles  Charlottesville. 
Price  $1,700,000.  Ex.  terms.  Taxes 
$1321.40. 

ROYER  &  McGAVOCK  LTD.,  REALTORS 

7  Boar's  Head  Lane,  Charlottesville,  VA  22901 
(804)  293-6131   


Most  modern  two  screen  Drive-In  The- 
atre in  Michigan  resort  city  of  95  lakes, 
$100,000  home,  large  pool,  15  acres 
prime  commercial  land  next  to  airport, 
valuable  oil  lease ,  cannot  be  replaced  for 
under  $1,000,000.  owner  retired,  illness 
forces  sale,  $550,000  cash. 
John  Magocs  283  Baymeadows  Dr., 
Naples,  FL  33962  813-774-4864 


BUSINESS  OPPORTUNITIES 


BUSINESS  OPPORTUNE 


Luxurious  Contemporary  Custom  Homes 
that  retail  for  $17.00  Per  Sq.  Ft. 


vft 


Modern  technology,  excellent  craftsmanship,  and  American  ingenuity  has  resulted  in 
housing  design  with  standard  features  not  found  in  homes  selling  at  twice  the  price. 
•  Fully  Insulated  •  Thermo  Pane  Windows  •  Cathedral  Ceilings  •  Exterior  Deck: 
•  Quality  Construction  •  FHA  and  VA  Accepted  •  Built-in  Computer  Center— whie 
allows  the  home  to  perform  many  functions  for  the  occupants.  •  Interior  Design  FleiibilN 
EAGLE'S  NEST  HOMES  is  seeking  one  district  representative  to  establish  retail  sa/es 
•  Unlimited  Income  Potential  •  Protected  Territory  •  Factory  Training  • 
•  No  Real  Estate  License  Required  •  Investment  Securied  by  Model  Home  • 
Individual  selected  must  have  the  ability  to  purchase  or  mortgage  a  $21,000  mode 
home.  Home  may  be  lived  in  or  used  as  an  office.  Call  Mr.  Farb 
collect  (404)  255-0728.  6363  Roswell  Rd.,  Suite  B,  Atlanta.  GA  30328 


Mnai  15.000  BUSINESSES 
»7  M  J  FROM  COAST 

^qmP|  TO  COAST 

No  Brokerage  Commission 
Inquiries  &  listings  welcome 
BUSINESS  OWNERS 
MULTIPLE  LISTING  SERVICE 
Toll  Free  800-327  9630 
Vp/  in  Fla  call  800-533-4663 


OVER  $500,000,000.00  WORTH 
Of  Buslnetset  FOR  SALE  By  Owners  Nitlonwldi 

SAVE ...  No  Brokerage  Fees  jjgBSfefc 
If  you  want  to  Lilt  or  Boy  Call  jT  "ft 
Toll  Free  1-800-233-2115  ^  L.  M 
In  Tex  1-214-612-0072 

GREAT  WESTERN 
BUSINESS  SERVICES.  INC. 

MANY  OFFER  OWNER  FINANCING 


FRANCHISING 


Franchise 

your  business! 

For  the  expert  help  you  need  to  become  a 
franchisor,  call  the  franchise  specialists 


Francorp 


20200  Governors  Drive.Olympia  Fields,  IL  60461 

(312)  481-2900 
6033  W  Ceniury  Blvd  .  Los  Angeles.  CA  90045 

(213)  338-0600 


BUSINESS 
SERVICES 


USE  OUR  TOLL  FREE  800  LINES 
FOR  YOUR  NEXT  PROMOTION! 

Get  the  800  advantage  to  increase  prof- 
itability. Save  time  &  money.  We'll 
take  orders,  leads.  &  messages.  24 
hours  a  day  All  50  States  &  Canada 
Professional  &  Economical  Service. 
AMERICAN  ADVANTAGE  800. 
1-800-628-2828  ext.  100. 


FAST  FACTS 
ABOUT  FORBES 
SUBSCRIBERS: 

♦205,762  serve  on 
their  companies' 
board  of  directors 

♦267,572  serve  on 
boards  of  one  or 
more  companies 

♦707,270  own 
securities.  Average 
value:  $61 5,240 

♦Total  paid  circula- 
tion: 720,000 

♦338,400  are  in  top 
management  positions 

♦Average  household 
income:  $124,060 

♦Average  Net  worth: 
$915,313 


FORBES 
MARKET/CLASSIFll 

is  published  in  the  first  issJ 
each  month.  Advertising  J 
ing  date  is  one  month  prej 
ing  date  of  issue. 

Frequency  discounts  af 
able.  Payment  must  accl 
pany  order  unless  fromr 
credited  agency. 

FOR  ADDITIONAL  INFORMATION 

WRITE  OR  CALL: 

UNDA LOREN 
FORBES  MARKET  CLASSIC 

60  Fifth  Avenue/New  York,  NY  f| 
(212)  620-2440 


WINE  CELLARS 


NTELLIGENCE 
OFFICERS 

.  new  meaning  and  purpose  In  a 

i  lattcatty  new  career  at  an  Intelligence 

i  :er  wtth  the  CIA. 

if  rve  m  the  U  S  and  throughout  the  world 
%  jrk  is  of  critical  importance  to  all  Americans 
A  cepbonat  challenge  Adventure  while  doing 
t  \  ob  that  calls  on  your  deepest  personal  and 
n;  Sessional  resources 
IK  >u  must  have  dnve  to  achieve  and  force  of 
),lrsonality  m  dealing  with  people  here  and 
road 

Hu  get  intensive  training 

>(;*d  us  a  resume  and  a  letter  stating  your  goals 
[^qualifications  We  respond  only  to  WRITTEN 


ijjrA  Colllngswood 

(|t  S.  Hm  4N20  (A816) 

31  Box  1925 

V  hmgton.  DC  20013 

t-will  respond  within  30 

;t. ;  to  those  judged  to  be 

'wither  interest 


( ntral  Intelligence  Agency 

i  {'he  CIA  is  an  equal  opportunity  employer 


COMPUTERS 


i©  /hack -TANDY 


5]  Our  10th  year  of  DISCOUNTS 
E11PUTERS  &  CELLULAR  PHONES 

Fgt.  Prepaid.  Save  Tax 
tit      Toll  Free  800-231-3680 

INDUSTRIESINC 
22511  Kaly  Fwy. 
Kaly  (Houston)  TX  77450 
■S  1-713-392-0747  Telex:  774132 


f 


ELLANEOUS  FOR  SALE 


fl  ESTMENT  GEMSTONES! 
5ARANTEED  LIQUIDITY!!! 

:  rholesale  catalog  Satisfaction  Gtd 
!  yrx!  Member:  Jewelers  Board  of 
i  Chamber  Commerce,  American 
i  rade  Assn. 

HOUSE  OF  ONYX 
No.  One  Main  Street 
•  Greenville,  Kentucky  42345 
TOLL  FREE  1-800-626-8352 

FORBES  BINDERS 


SLIP  CASES 
OR  BINDERS 


In  red  and  gold 
leatherette. 
Slipcase:  $7.95; 
three  for  $21.95 
Binders:  $9.95 
three  for  $27.95 
Kdd  $1  per  unit  postage  card 
I  handling.  Send  check  to: 
JESSE  JONES  BOX  CORP. 
|  Dept.  FB,  P.O.  Box  5120 
Philadelphia,  PA  19141 
i    Or  call  1-800-972-5858 


THOSE  IN  THE  KNOW 

B00K  TRUtfEiOMI 


noL 


200  CITIES  WORLDWIDE  A 

(Roundtnp  Irom  JFK.  New  York) 

Europe  •  Australia  •  Orient 

Sydney  $1099  Melbourne  $1299 
Acapulco  329  Nice  599 
Pans  499 
Rio  Oe  Janeiro  790 
Tokyo  695 
Vienna  549 


Athens 
Shanghai 
Tel  Aviv 
London 


329 
595 
810 
729 
399 


^adnd          499  Zurich  549j 

A  l  *\VM-1  NATIONWIDE 
Ollt^  OUtSlde  NY  800-231-5561 
"    718-445-1302  718-445-8429 


EXECUTIVE  GIFTS 


CUSTOM 
STAND-UP  DESK 


3819  Fundrcn.  Houston,  ll-xas  77063 
(713)  975-9721 
Outside  lexas  1-800-645-2065 


YACHTS 


DONATE  YOUR  BOAT 
Receive  Cash  +  Tax  Savings 

With  a  bargain  sale  to  a  chanty,  our  cash 
purchase  +  your  income  lax  savings  give 
you  a  substantial  financial  return. 
Airplanes,  Real  Estate  &  Motor  Vehicles. 

AMERICAN  INSTITUTE 
800-826-6840 
FL:  305-772-5773 


SHARING 


IS  CARING 


WlNECELLARS-USA 

High-Quality  •  American  Made 
Lifetime  \Varranty  on  Redwood  Racks 

Custom  Rack  Systems  and  Cellars  /rom  600  -  20,000  Bottles 
Standard  Features:  Wood  Construction*  Indit id ual  Bottle  Nesting 
5  Yr  Warranty  on  Compressor*  Uniform  Temperature  &  Humid- 
ity and  Proper  Aeration*  120  VAC  operation-No  Special  Wiring 

Retail  YourCost 

440  Bottle  (Pictured)  $2495  $1495 

880  Bottle  Twin  Unit   4495  2795 

Earn  $100  or  m  ore  commission  on  sales  from  yourleads. 

Our  cellars  are  bigger,  better  &  cost  less!  Request  our  catalog  of 

rare  wines  &  other  cellars,  we  are  licensed  wine  merchants — Call 

Olympic  Sales  Co.  su.ce 

839S.LaBreaAve.,  Los  Angeles,  CA  90036'  Visa/AmEx/MC 
(800)421-8045orinCA(213)937-3221    «    We  Ship  Anywhere. 


FLAGS,  FLAGPOLES  AND  BANNERS 


Good  news  for  the 
Flag  Flyer! 

1  American  flags 
'  State  &  foreign 
flags 

1  Corporate  logo  and 
custom  flags 
1  All  size  flag  poles 
in  stock 

Exterior  banners 

FREE  22  IftGE  CATALOG! 

Mail  your  business  card  today  to: 

Kronberg's  7106  Mapleridge 
FkKjlOnd  Houston,  Texas  77081 
Ftogpoln  (713)  666-2371 


VIDEO  TAPING 


I'LL  PRODUCE  YOUR 
VIDEOTAPE 

Any  event  or  concept.  From  corpo- 
rate to  private.  Star  in  your  favorite 
play/film  scenes! 
Promote-lnform-Motlvate-Train 
Richard  Silensky  Productions 
(212)  369-1432 


Neck  Ties  Narrowed 

Rediscover  some  old  friends 
We'll  narrow  your  closet 
classics  to  a  stylish  3  'V  |or 
stale  widthl  Great  birth- 
day or  Christmas  gift 
Send  S 1 3  50  for  each  set 
of  3  ties  to 
SLIM  TIES  CO. 
44  Monterey  Blvd .  Dept  O 
San  Francisco.  CA  94 1 3 1        (41S|  MS  6100 


INSURANCE 


Single  Premium 
Life 

Now  you  can  put  your  money 
in  a  vehicle  that  offers: 

Insurance  protection  for  full  lifetime 
• 

Tax-advantaged  cash  accumulations 

No  front  end  load 
• 

Tax-advantaged  liquidity 
through  loans 

Interest-sensitive  growth 

With  SP-Plus  (Single  Premium  Endowment 
Plan)  from  Equitable  Variable  Life  Insur- 
ance Co. ,  you  get  substantial  life  insurance 
protection  PLUS  all  these  features,  includ- 
ing the  potential  for  significant  cash  build 
up  at  competitive  interest  rates — and  the 
favorable  tax  treatment  accorded  life  insur- 
ance. Equitable  Variable  is  a  wholly  owned 
subsidiary  of  The  Equitable  Life  Assurance 
Society  of  the  U.S. 

For  more  information,  call 

CAROL  LEVINE  at 

IN  NYC  (212)  692-5000 
IN  NY  800-237-2422 
OUTSIDE  NY  1-800-331-4195 

theEquitable 

VARIABLE  LIFE  INSURANCE  COMPANY 

EVL1CO 

NEW  YORK,  N.Y. 


ALL  NAME  BRANDS 
FAST-FRESH-CHEAP 

1-800-JR-CIGAR 


brbes:  Capital  istTool 


REACH  THE  PEOPLE  WHO  OWN 
AND  RUN  AMERICA'S  BUSINESS 


m 

Insights 

MONEY  &  INVESTMENTS 

People  who  are  trying  to  dress  for  success 
may  be  conveying  the  wrong  image  in 
the  lean,  mean  business  world  of  1987. 


LOOSEN  THAT  TIE 


By  Srully  Blotnick 


Don  is  typical  of  hundreds  of  others 
in  my  sample  in  their  20s  who  be- 
lieve that,  as  he  puts  it,  "The  only 
way  to  win  a  promotion  is  to  make 
it  seem  that  you  already  have  it.  If 
you  look  the  part,  you  get  the  part." 

The  language  that  he  and  many  of 
his  peers  use  about  this  subject  has 
a  theatrical  ring  to  it,  as  if  they  were 
auditioning  for  a  role  in  a  movie  or 
TV  series.  Life  does  imitate  art  to  a 
certain  extent,  and  the  business 
world  has  become  more  concerned 
about  image  than  substance  in  re- 
cent years,  as  manufacturing  has 
steadily  declined  in  importance  rel- 
ative to  the  growth  of  services. 

Still,  it  is  essential  to  ask:  "Can 
you  dress  your  way  to  success?" 
Clothing  manufacturers  and  "fash- 
ion consultants"  are  eager  to  per- 
suade you  that  wardrobe  decisions 
can  make  or  break  your  career. 
That,  as  it  turns  out,  is  pure  bunk. 

My  staff  and  I  recently  tested 
such  assertions  by  asking  a  simple 
question:  If  two  managers  working 
for  the  same  company  were  compa- 
rable in  most  important  respects 
(socioeconomic  background,  educa- 


Dr.  Srully  Blotnick  is  a  research  psychologist 
and  author  of  Otherwise  Engaged:  The 
Private  Lives  of  Successful  Career  Women, 
now  available  in  paperback,  and  The  Cor- 
>r  ite  Steeplechase. 


tion,  experience,  pay  and  position) 
but  one  dressed  better  than  the  oth- 
er, which  of  the  two  was  let  go 
when  their  employer  decided  to  fire 
workers  in  bunches  during  the  mass 
layoffs  of  the  past  few  years? 

What  we  found  will  embarrass 
some  clothing  manufacturers  and 
consultants,  and  shock  people  who 
believe  everything  they  read  in  the 
papers  or  see  in  TV  commercials. 
After  examining  the  fate  of  more 
than  900  such  pairs  of  employees,  it 
became  clear  that  the  most  meticu- 
lous dressers  were  significantly 
more  likely  to  be  let  go  than  those 
who  dressed  somewhat  carelessly. 

The  reason  for  the  difference? 
The  way  you  dress  does  reveal 
something  about  your  chances  for 
success,  but  not  quite  the  way  fash- 
ion peddlers  would  like  you  to  be- 
lieve. People  who  tend  to  dress  well 
naturally  are  often — but  not  al- 
ways— play-it-safe  types,  concerned 
about  how  they  look  to  others.  We 
found  that  they  are  inclined  to  take 
the  low-risk  route  both  sartorially 
and  professionally.  The  two  areas 
aren't  as  separate  as  they  might  at 
first  seem.  As  a  result,  although 
these  individuals  daydream  about 
the  subject  frequently,  they  rarely 
become  entrepreneurs. 

Ambitious  workers  in  their  20s 
arc  always  seeking  a  glimpse  of 
things  to  come.  "Whether  I'm  going 
to  be  dead  broke  at  35  or  a  million- 
aire," said  Alan,  who  works  for  a 
large  multinational  concern,  "I'd 
just  as  soon  know  it  now.  I'm  impa- 
tient to  find  out  about  my  future, 
whatever  it  has  in  store." 

Dress  preferences  provide  a  clue. 
Alan  is  an  athletic  young  man,  who 
would  prefer  never  to  wear  a  suit  yet 
works  for  one  of  the  nation's  50 


biggest  firms.  That's  usually  a  reci- 
pe for  trouble,  since  it  makes  him 
more  uncomfortable  about  his  pres- 
ent job— even  before  he  gets  to  the  ri 
office — than  Gil,  say,  who  is  much 
like  Alan  but  likes  wearing  suits 
and  ties  and  would  have  preferred  to  ". 
do  so  even  in  college.  "I  didn't  at  J 
Ohio  State,"  he  said,  shrugging  his  i 
shoulders,  "because  it  would  have  J 
looked  too  out  of  place.  But  that's  , 
the  only  reason  I  didn't." 

Generally  speaking,  people  like 
Gil  do  well  to  aim  for  careers  in 
large  companies.  By  contrast,  peo- 
ple like  Alan,  who  feel  uncomfort- 
able in  neckties  (or  the  women's 
wear  equivalent,  which  we  have 
found  harder  to  codify  and,  there- 
fore, measure)  probably  will  find 
themselves  having  trouble  fitting  i 
into  most  large  companies;  they  \ 
would  be  more  at  home  in  a  small 
company  or  running  their  own.  Not 
surprisingly,  they  do  better  there 
professionally  over  the  years. 

No  one  is  suggesting  that  you 
start  dressing  like  a  slob  when  you 
go  to  the  office.  But  I  have  discov- 
ered that  in  these  days  of  relentless 
cost-cutting,  and  with  America's  re- 
discovered emphasis  on  productivi-  ' 
ty,  the  every-hair-in-place,  knife- 
edge  crease  image  can  be  counter- 
productive. Top  executives  of 
several  Forbes  500  companies  re- 
cently told  me  they  are  a  bit  suspi- 
cious of  fashion  plates — not  that 
they  fire  people  for  dressing  well  but 
that  they  tend  to  look  harder  at 
them  than  at  ordinary  managers. 

The  top  gun  at  a  multibillion-dol- 
lar  company  commented  a  few 
months  ago  that  he  values  those 
people  on  the  staff  who  "roll  up 
their  sleeves  and  get  in  there  and  do 
the  job  right."  The  slightly  rumpled 
look  has  a  lot  going  for  it  these  days. 

So  if  you  really  want  to  dress  for 
success  rather  than  just  to  impress 
the  opposite  sex  or  your  co-workers,  1 
don't  try  to  keep  up  with  the  glossy 
pictures  in  Gentleman's  Quarterly  or 
the  folks  on  Dallas,  Dynasty  or  Falcon 
Crest.  High-fashion  or  excessively 
neat  dressers  have  the  wrong  image 
for  1987.  Take  a  hint  from  the  care- 
fully contrived  images  of  younger 
politicians  that  have  been  in  vogue 
ever  since  Jack  and,  especially,  Rob- 
ert Kennedy.  Convey  an  impression 
of  neat  but  slightly  rumpled  insou- 
ciance. Loosen  that  tie,  shed  that 
jacket,  roll  those  sleeves — and  get 
down  to  business.  The  evidence  in-, 
dicates  that  doing  so  will  allow  your 
image  to  take  care  of  itself.  ■ 
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Commodities 


MONEY  &  INVESTMENTS 

Though  lumber  is  not  actively  traded,  it 
follows  seasonal  patterns  fairly  predict- 
ably, offering  good  profit  opportunities. 

A  WALK  THROUGH 
THE  WOODS 


By  Stanley  W.  Angrist 


■r- 

The  Chicago  Mercantile  Exchange's 
lumber  contract  has  the  reputation 
of  being  traded  only  by  profession- 
als. Before  trading  commenced  in  T 
bonds  and  other  debt  instrument 
contracts,  lumber  served  two  pur- 
poses: It  was  primarily  used  by  spec- 
ulators and  hedgers  who  wanted  to 
accept  or  transfer  the  risk  associat- 
ed with  lumber's  future  price  pros- 
pects. Secondarily,  it  was  employed 
as  a  vehicle  for  speculating  on  the 
future  course  of  interest  rates.  If  you 
thought  rates  were  going  to  rise,  you 
went  short  the  lumber  contract,  as 
you  anticipated  a  decline  in  build- 
ing activity.  If  you  thought  interest 
rates  were  going  to  fall,  you  bought 
lumber  futures.  Today  there  is  no 
need  for  such  tactics. 

Because  of  a  recent  strike  at  Cana- 
dian mills,  cash  lumber  prices  have 
been  very  firm.  (Canada  traditional- 
ly has  about  a  34%  share  of  the 
U.S.  lumber  market.)  The  strike  has 
lasted  more  than  90  days,  strength- 
ening the  demand  for  cash  lumber. 
This  caused  the  November/January 
spread  to  move  from  an  early  Au- 
gust 500-point  discount  for  Novem- 
ber to  January,  to  a  mid-September 
500-point  premium.  Of  course,  once 


Stanley  W.  Angrist  is  a  commodity  specu- 
lator, consultant  and  longtime  observer  of 
the  commodity  markets 


the  strike  is  settled,  lumber  prices 
should  back  off. 

One  would  think  that  seasonally 
adjusted  housing  starts  would  corre- 
late well  with  lumber  prices.  How- 
ever, statistical  studies  do  not  bear 
out  such  intuitive  notions.  But  the 
housing-starts  number  frequently 
does  produce  short-term  fireworks 
in  the  lumber  market.  At  any  rate, 
housing  starts  have  been  easing 


Nailing  down  a  profit 

For  11  of  the  last  12  years  July  lum- 
ber has  gained  on  March  in  the  period 
from  Dec.  22  through  Feb.  28.  This 
kind  of  seasonal  predictability  is  the 
stuff  of  good  trading  profits.  The  bar 
on  the  left  shows  the  maximum 
move  of  the  spread  during  that  peri- 
od; the  one  on  the  right  how  much  of 
the  move  you  would  have  captured 
following  the  stated  entry  and  exit 
dates.  The  "i"  indicates  the  entry 
level  and  the  "o"  the  exit. 
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somewhat — down  to  around  1.68 
million  units  for  October,  from  a 
first-quarter  average  of  nearly  2  mil- 
lion. Other  factors  that  can  influ- 
ence lumber  prices  include  labor 
negotiations  in  the  U.S.  industry, 
lumber  inventories  and  production 
restrictions  on  lumbering  permits 
in  government-owned  forests,  and 
tariffs  on  Canadian  imports. 

However,  it  still  remains  impos- 
sible to  state  anything  meaningful 
about  the  expected  price  of  lumber 
without  first  trying  to  evaluate  the 
direction  of  interest  rates.  The  tie 
between  construction  and  interest 
rates  is  still  the  single  most  impor- 
tant factor  affecting  lumber's  price. 

While  the  economy  has  not  been 
robust,  it  hasn't  been  dead  either. 
Any  pickup  from  here  will  be  bad 
news  for  bond  market  bulls,  sending 
rates  higher  and  the  demand  for 
lumber  lower.  Many  observers  feel 
that  the  Fed  will  have  to  cut  the 
discount  rate  in  the  first  quarter  of 
1987  in  order  to  stop  the  economy 
from  sliding  into  a  recession.  Such  a 
cut  might  already  have  been  antici- 
pated in  the  bond  market  and,  per- 
haps, in  the  lumber  market  as  well. 

But  one  thing  is  certain — the  de- 
mand for  lumber  is  higher  in  July 
than  it  is  in  March.  Such  seasonal 
conditions  send  spread  traders  to 
the  history  books  looking  for  trades 
based  on  this  pattern.  The  obvious 
choice  to  take  advantage  of  this  pat- 
tern is  long  July/short  March  lum- 
ber. The  trade  has  been  remarkably 
reliable,  with  1 1  of  the  last  12  years 
profitable,  for  a  92%  success  ratio. 
The  average  profit  has  been  $875, 
while  the  sole  loss  was  $572.  The 
worst  drawdown,  or  adverse  move 
once  a  position  was  initiated,  was 
nearly  $1,100,  with  an  average  of 
only  $300. 

The  lumber  contract  is  for 
130,000  board  feet  of  random  length 
construction  and  standard  grade 
nominal  2  by  4s.  The  price  is  quoted 
in  dollars  per  thousand  board  feet, 
with  a  minimum  fluctuation  of 
10  cents,  equivalent  to  $13  per  con- 
tract. The  daily  limit  is  $5,  or  $650 
per  contract. 

The  best  time  to  put  on  the  spread 
is  late  in  December,  to  be  lifted  the 
last  week  in  February.  The  margin 
on  this  trade  is  $300,  which  means 
that  if  it  works  at  all  the  return 
should  be  respectable  indeed.  The 
round-turn  commission  at  a  dis- 
count broker  would  be  about  $40.  I 
would  risk  no  more  than  $700  on 
the  trade.  ■ 


Streetwalker 


Knock,  knock 

W'ho's  there?  we  replied  to  our 
friend  on  The  Street.  "Ivan." 
Okay,  Ivan  who?  "I've  been  wonder- 
ing," he  replied,  "about  Chesebrough- 
Pond's." 

What  piqued  our  friend's  curiosity 
was  the  action  in  Chesebrough's 
stock  on  Tuesday,  Nov.  25.  In  the  ten 
previous  trading  days,  the  stock  had 
closed  between  44  and  48,  on  average 
daily  volume  of  less  than  350,000 
shares.  On  Nov.  25  Chesebrough 
opened  at  45. 

But  orders  started  flooding  in,  and  by 
the  end  of  the  day  Chesebrough  was  up 
4lA  points,  to  49'/4,  where  it  closed. 


Who  knew? 


Chesebrough-Pond's  was  one  bor- 
ing stock  until  Nov.  25.  Then  vol- 
ume suddenly  built,  and  the  price 
spurted  nearly  10%  by  the  close. 
Only  after  the  close  was  the  bid 
announced. 
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Volume:  over  831,000  shares.  Sure 
enough,  a  few  minutes  after  the  close, 
American  Brands  offered  $66  for  the 
company.  (Chesebrough  has  since 
agreed  to  Unilever  N.V.'s  $72.50  offer.) 

Streetwalker   started  wondering, 
too.  Guess  what?  On  Nov.  25,  some 
very  lucky  investors  bought  3,115  De- 
cember 50  calls  at  prices  between  3/a 
and  2[A;  the  following  trading  day,  the 
contract  opened  at  ll-Vs.  The  day  be- 
fore the  mysterious  activity,  only  108 
December  50  calls  were  purchased. 
What  does  it  all  mean?  Chese- 
igh  went  ex-dividend  Nov.  24,  but 
can't  explain  the  activity.  Nei- 
ther can  short  covering. 

>eems   somebody   knew  some- 
says  one  arb,  swearing  he  knew 


nothing.  But  with  the  pleas  copped  by 
Messrs.  Boesky,  Levine  and  the  others, 
the  SEC  has  stomped  out  insider  trad- 
ing. Hasn't  it? — Dyan  Machan 


Jewel  in  the  sun? 

If  you  spend  any  time  in  Puerto 
Rico  this  winter  and  get  tired  of  the 
beach  and  casinos,  you  might  check 
out  $822  million  (assets)  Ponce  Feder- 
al Bank,  the  Caribbean  island's 
fourth-largest  thrift.  It  is  in  Ponce, 
Puerto  Rico's  third-biggest  city.  The 
fundamentals  are  sunny.  The  island's 
economy  is  strong;  the  governor  is 
pro-business;  American  Airlines  is  ex- 
panding its  hub  in  San  Juan;  the  tax 
incentives  that  encouraged  U.S.  com- 
panies to  set  up  shop  in  Puerto  Rico 
have  been  left  intact  under  the  new 
tax  law.  The  thrift  itself  has  diversi- 
fied its  loans,  become  an  effective 
consumer  lender  and  now  is  gingerly 
getting  into  commercial  lending.  Its 
capital  ratios  are  good:  Equity-to-as- 
sets,  for  example,  is  7.9%,  vs.  the  U.S. 
thrift  industry's  average  as  of  Sept.  30 
of  4.9%. 

Why,  then,  have  Ponce's  5.4  mil- 
lion o-t-c  traded  shares  fallen  from  15 
where  they  were  trading  last  summer 
to  a  recent  1 1%? 

Richard  Hale  of  Baltimore's  Alex. 
Brown  &  Sons  has  a  theory.  He  figures 
Ponce  will  earn  $2.60  a  share  this  year 
but  only  $2.35  in  1987. 

But  don't  go  away.  That  $2.60  num- 
ber includes  at  least  80  cents  from 
asset  sales  and  the  like.  Hale  thinks 
operating  earnings  will  be  more  like 
$1.75  this  year  and  (again  netting  out 
nonrecurring  gains)  $2.20  in  1987.  On 
that  basis  Ponce  is  trading  for  only  4.8 
times  his  estimate  of  1987  earnings. 
Also,  seeing  that  it's  priced  at  an  8% 
discount  from  book  value,  Hale  is 
convinced  Ponce  is  a  sleeper  in  the 
sun.— Thomas  Jaffe 


Quicksand 

Ponce  Federal  looks  even  better 
when  you  compare  it  with  Hous- 
ton's Commonwealth  Financial 
Group.  Saddled  with  bad  loans  in  Tex- 
as and  Oklahoma,  this  savings  and 
loan  has  a  $945  million  loan  portfolio, 
$172  million  of  which  is  in  default 
and  $82  million  is  in  foreclosure. 

While  the  Federal  Home  Loan  Bank 
Board  doesn't  like  to  see  "scheduled" 
loans  exceed  2.5%  of  a  thrift's  speci- 


fied assets,  Commonwealth's  sche 
uled  items  hit  12%.  Says  Georgi 
Head,  analyst  of  Rauscher  Pierc 
Refsnes:  "You're  looking,  at  foi 
times  the  company's  equity  in  bai 
loans." 

Despite  all  this,  Commonwealt! 
trades  at  around  10 — 160%  of  its  aq 
justed  book  value  in  a  market  tha| 
prices  most  S&Ls  at  80%  to  100%  cj 
book.  True,  Commonwealth  lad 
month  spun  off  its  mortgage  bankin 
business  into  a  limited  partnershij 
That  raised  around  $50  million  il 
badly  needed  capital.  Even  so,  doubt 
persist  that  the  master  limited  pan 
nership  can  even  make  the  10%  annu 
al  dividend  payment  without  eatini 
into  the  partnership's  assets.  Street 
walker  understands  a  sizable  short  pc 
sition  is  developing  in  Commor 
wealth. 

Small  wonder. — D.M. 


A  steel  steal? 

hat's  up  with  Proler  Interna 


W 


tional?  Based  in  Houston,  $97 
million  (latest  12-month  revenues 
Proler  is  a  scrappy  little  scrap  meta 
recycler.  It  owns  and  licenses  the  Pre 
lerizer  recycling  process.  In  gooi 
years  Proler  is  very  profitable.  In  198C 
for  example,  it  earned  over  $10  mil 
lion,  nearly  $7  a  share.  Recent  years 
however,  haven't  been  very  good,  an 
the  stock  has  lately  been  stuck  belo\ 
30.  Then,  starting  Nov.  19,  it  sudden 
ly  jumped  eight  points  in  as  man 
days,  reaching  363A. 

Proler,  it  turns  out,  has  a  fan:  Julia 
Robertson,  who  runs  the  $255  millio: 
(net  assets)  Tiger  hedge  fund.  On  No\ 
18  it  was  announced  that  Tiger  an 
other  Robertson  interests  had  in 


A  Prolerizer  processing  scrap  metal 
The  leverage  can  be  fantastic. 


fcreased  their  aggregate  position  from 
10.25%  to  15.2%  of  Proler's  1.6  mil- 
lion shares. 

i  Why?  In  its  1986  fiscal  year  (ended 
tan.  31)  Proler  lost  $5.1  million.  At 
(J1.7  million,  profits  for  the  first  half 
)f  fiscal  1987  were  14%  behind  the 
1.986  results.  Since  founder  Israel 
i'roler  died  last  year,  his  younger 
>rother  Herman,  58,  has  been  running 
he  company.  (The  Proler  family 
:)wns  nearly  36%  of  the  company.) 

Robertson  feels  Proler's  luck  will 
lltimately  change.  He  notes  that 
.vhile  Proler's  domestic  market  has 
Been  slumping,  its  foreign  market  has 
remained  strong.  Proler  is  a  partner  in 
several  scrap  recycling  joint  ventures, 
jiearly  all  of  whose  sales  are  overseas, 
'fhese  results — about  $100  million  for 
r'roler  in  the  12  months  through  Oct. 
ill — are  not  consolidated.  Now,  some 
fof  Proler's  U.S.  minimill  customers 
(ire  expanding  rapidly.  There  is  little 
|lebt,  and  even  after  the  runup  the 
;.tock  is  trading  at  a  24%  discount 
rom  book  value. 

■  "Proler  has  proved  it  can  pay  its 
jlividend  [currently  $1.40]  and  earn 
jnoney  when  the  price  of  scrap  is 
:veak,"  Robertson  says.  "So  when  the 
domestic  market  turns  up  it  should  do 
Especially  well." 

J  If  so,  this  little  steel  company  could 
Be  a  steal. — Lisa  M.  Keefe 


The  sheltering  storm 

Streetwalker's  Washington  radar 
has  picked  up  a  rumor  that  could 
jlapset  investors  in  income-producing 
■master  limited  partnerships  (MLPs). 
urreasury  officials,  says  our  source, 
nay  try  to  classify  earnings  from 
ifMLPs  and  other  income-producing 
ijipartnerships  as  portfolio  income,  not 
'  oassive  income. 

Jl  Why  is  that  a  problem?  Because 
MLP  promoters  have  touted  their 

J  products  partly  on  the  grounds  that 
MLP  income  and  tax-shelter  losses 
jpffset  each  other.  That  makes  MLPs 
more  attractive  to  people  stuck  in  old 

i  heiters. 

But  under  the  new  tax  law,  tax- 
i  .helter  losses  (now  called  "passive 
[losses'')  can  be  used  only  against  pas- 
sive income.  They  cannot  be  used 
llgainst  portfolio — investment — in- 
|lome  or  ordinary  income.  Thus  Trea- 
llury's  rumored  designs  might  well  re- 
Buce  or  eliminate  the  value  to  many 
^Investors  of  income  from  MLPs  and 
ffcther  partnerships.  Our  source  says 
■hat  no  final  decision  has  yet  been 
made,  so  if  you  are  worried,  place  a 
:all  to  your  lobbyist. — Laura  Saunders 


IN  PARADISE 

An  island  paradise  that  offers 

you  total  relaxation  plus  the 
thrill  of  discovery.  Stroll 
pristine  beaches.  Go  fishing  for 
the  big  ones.  Sun  yourself  by  our 
pool  or  scuba  in  waters  renowned 
for  the  splendor  of  their  tropical 
fish.  On  Forbes  Magazine's 
Laucala  Island,  all  the  choices 
are  yours. 

BUT  JUST  FOR  A  FEW  . . . 
'  Forbes  loves  its  private  Fiji 
island,  and  we  think  you  will,  too. 
So  we've  put  out  the  welcome 
mat,  but  only  for  a  few  at  a  time. 
We'll  take  up  to  8  guests,  for  7 
nights  and  8  days.  Cost  is  $1,650 


per  person,  which  includes  4 
days  of  tropical  fishing  plus  all 
meals,  lodging  and  a  round-trip 
flight  between  Laucala  and  Nadi 
International  Airport  (on  the 
main  island).  It's  the  "in"  place  to 
go,  away  from  the  cold,  the  traf- 
fic, the  noise,  the  hassle.  Service 
with  a  smile  and  no  tipping. 
For  information  please  write: 
Fiji  Manager,  Forbes  Magazine, 
60  Fifth  Ave.,  New  York,  NY  1 00 1 1 
or  call  212/620-2461. 


KING  FOR  GR 


Fidelity  Makes 
Olt  Easy! 

Is  the  OTC  market  undervalued?  Consider  Fidelity  OTC  Port- 
folio— up  24.9% 1  over  the  past  year.  The  fund  is  poised  to  take 
advantage  of  today's  attractive  OTC  prices.  Of  course,  past  perform- 
ance is  no  guarantee  of  future  results,  but  many  investors  see  the 
OTC  market  as  an  aggressive  opportunity  for  growth.  •  Start  with  just 
$2,500  ($500  for  IRAs) .  •  Low  3%  sales  charge.  •  24-hour  toll-free 
service.  Easy  telephone  exchange  to  more  than  50  other  Fidelity  funds. 

'Total  return  (10/1/85  to  10/31/86)  includes  change  in  share  price,  reinvestment  of  divi- 
dends and  capital  gains  distributions  and  the  effect  of  paying  the  3%  sales  charge, 
updating  the  prospectus.  Total  return  life  of  fund  (12/31/84  to  10/31/86)  was  88.3% . 
Market  conditions  fluctuated  but  were  generally  up  during  the  period.  %  *  ' 

J 

Fidelity  OTC  Portfolio.  For  more  complete  information,  including 
I    management  fees,  expenses  and  the  3%  sales  charge,  call  or  write  for  a  free  pro- 
spectus. Read  it  carefully  before  you  invest  or  send  money.  Fidelity  Distributors 
Corporation  (General  Distribution  Agent) ,  P.O.  Box  660603,  Dallas,  TX  75266. 


Call  toll-free  24  hours. 

1-800-544-6666 

In  Mass.  call  collect  6l7-523-l()19 


Fidelity 
investments 

FORX/OTC/12298G 
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Each  reference  is  to  the  first  page  of  the  story  in  which  the  company  name  appears. 
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Range  and  Power 

A  president  who  speaks  softly  and  carries  a  big  stick.  A  designer  whose 
styles  are  Japanese  in  origin,  Western  in  spirit,  global  in  impact.  A  yacht 
race  Down  Under  for  glory  —  and  revenge. 

TIME  gets  you  thinking.  With  reporting  that  TI  k  A  FJ 
ranges  wide  and  digs  deep.  Essays  that  nudge  the  mind.  1  1  fVl  t 
Reviews  as  sparkling  as  the  arts  they  celebrate. 

Range  and  power.  In  our  journalism.  In  our 
audience.  23  million  men  and  women  with  the  vision— 
and  the  means  —  to  seek  out  quality.  In  the  magazine 
they  trust,  in  the  goods  and  services  they  buy. 

TIME.  All  that  matters  — this  week,  every  week.  ■■■■■^■hh 


credits,  clocku  i  e  from  top:  Diana  Walker,  Gilles  Tapie.  Leo  Mason. 
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Flashbacks 


Edited  by  Dero  A.  Saunders 


"The  more  things  change. . . ."  Items  from  past  issues  of  Forbes 


dawn  of  1927  also  signaled  the  twilight  of  New  England's  textile  industry,  as 
ibolized  by  this  Crompton  corduroy -velveteen  mill  in  Crompton,  R.I. 


Jixty  years  ago  in  Forbes 

From  the  issue  of January  J,  1927) 

tWhen  the  world's  greatest  vehicular 
kinnel — the  Holland  double-tube  un- 
|er  the  Hudson  River  from  New  York 
p  New  Jersey — opens  for  service  in 
1927,  'absolute  dependability'  will  be 
lie  watchword.  The  electric  lighting 
k  arranged  for  current  supply  from 
pur  sources  in  both  New  York  and 
Hew  Jersey.  And  at  the  two  portals 
jrtand  two  heavy  electric  trucks  upon 
J/hich  complete  dependence  is  to  be 
(daced  for  emergency  service.  ..." 

Jit  actually  appears  that  the  long  Brit- 
ph  coal  strike  is  finally  coming  to  an 
nd.  ...  So  far  as  can  be  judged  the 
trike  has  been  a  victory  for  the  em- 
ployers. [It]  has  perhaps  ruined,  at 
(east  for  a  couple  of  years,  both  sides, 
l>ut  the  miners  seem  the  worse  off." 


"ifty  years  ago 

Wrotn  the  issue  of  January  1,  1937) 
As  anybody  on  Capitol  Hill  will  tell 
rou,  as  casually  as  he  passes  the  time 
>f  day,  the  Seventy-fifth  Congress 
omes  to  its  labors  with  a  sweeping 
popular  mandate.  But  a  mandate  for 
vhat?  Upon  that  question  there  is 
lleep  division  in  the  councils  of  the 
President's  legislative  leaders.  .  . .  For 
msiness,  therefore,  the  net  result  will 
>e  a  great  deal  more  smoke  than  fire." 

I'To  celebrate  business  gains,  Wall 
itreet  sets  up  50-foot  community 
Christmas  tree  instead  of  usual  25- 


footer.  But  stock  market  dilly-dallies. 
Other  things,  too,  put  brakes  on  boom 
talk:  relief  problem  for  millions  of  un- 
employed; national  debt  at  $34  billion 
Dec.  15;  new  life  insurance  sales  below 
1935;  auto  dealer  difficulties  with 
heavy  stocks,  slow  sales,  of  used  cars. " 

Packaged  coal  was  a  desperate  1930s  t>y 
at  meeting  the  challenge  of  oil  and  gas 


Twenty  five  years  ago 

(From  the  issue  of  January  1.  1962) 
"Between  1958  and  1960  U.S.  airline 
revenues  rose  28%  to  $1.9  billion.  But 
profits  crashed  97%  to  $1.2  million. 
Last  year  the  profits  disappeared  en- 
tirely. The  nation's  domestic  trunk 
lines  earned  exactly  nothing  on  their 
combined  investment  of  more  than 
$2.5  billion." 


"The  U.S.  apartment  vacancy  rate  rose 
again  last  year  to  7.9%,  the  highest 
level  since  pre-World  War  II  days.  De- 
mand for  office  space  is  also  soft,  with 
vacancies  running  6.2%  at  year-end." 

"Collectively  the  nation's  more  than 
200  mutual  funds  passed  a  number  of 
milestones  in  1961.  Sometime  last 
May  the  combined  assets  of  the  mutu- 
al fund  industry  shot  through  the  $20 
billion  mark.  Sales  during  the  year  ran 
45%  ahead  of  1960.  Even  the  no-load 
funds  .  .  .  had  a  good  year  of  growth." 


Ten  years  ago 

(From  the  issue  of  January  1 ,  1977) 

"Is  a  supersonic  air  transport  in  the 
future  of  the  U.S.?  Don't  count  on  it. 
Charles  Tillinghast,  retiring  chair- 
man of  Trans  World  Airlines,  says  his 
airline  would  rather  take  the  annual 
$20  million  (revenue)  loss  the  French 
and  British  Concordes  grab  from 
TWA's  international  routes  than  get 
involved  in  that  very  specialized  mar- 
ket which  would  probably  leave  Brit- 
ish Airways,  Air  France  and  TWA  all 
losers." 

"William  J.  Levitt,  of  the  Levittowns 
of  the  1940s,  is  back  in  business  at  age 
69  to  build  more  of  the  high-volume 
tract  developments  he  invented  and 
made  famous.  But  in  the  oil  countries, 
not  in  the  U.S. 

"  'The  age  of  the  volume  builder  in 
the  U.S.  is  over,'  says  Levitt.  'Before 
Levittown,  the  industry  was  in  the 
hands  of  tiny  builders,  putting  up  a 
few  houses  a  year,  and  that's  where 
it's  going  to  be  in  the  future.'  " 

"Bankers'  palms  get  a  bit  sweaty 
whenever  they  contemplate  what  gi- 
ant Sears,  Roebuck  &  Co.  could  do  to 
their  business.  If  the  banking  laws  and 
regulations  permitted,  Sears  could 
quickly  put  together  a  full-service  na- 
tionwide money  organization  that 
might  make  the  long-talked-about 
cashless  society  a  reality.  Sears  has 
most  of  the  important  pieces  to  dis- 
pense, collect  and  transfer  money  rap- 
idly on  a  national  scale.  It  has  the 
consumer-level  outlets  (and  a|  nation- 
wide data-processing  network  ...  so 
advanced  that  already  it  is  preparing 
to  fight  off  legislators  and  banking 
regulators  who  may  wish  to  .  .  .  nuke 
it  subject  to  banking  regulations." 


It  is  easier  to  get  out 
than  to  stay  out. 
Mark  Twain 


M\  respect  for  the  inconsiderable 
is  assuming  gigantic  proportions. 
Karl  Kraus 


We  arc  all  made  up  of  fragments, 

so  shapelcssly  and  strangely 

assembled  that  every 

minute,  every  piece  plays 

its  own  game. 

Michel  de  Montaigne 


The  unseen  design  of  things 

is  more  harmonious  than  the  seen. 

Heraclitus 


The  terrible  thing  about  the  quest 
for  truth  is  that  you  find  it. 
Remy  de  Gourmont 


Men  perish  because  they 
cannot  join  the  beginning 
with  the  end. 
Alcmaeon 


It  is  not  only  old  and  early 
impressions  that  deceive  us; 
the  charms  of  novelty 
have  the  same  power. 
Blaise  Pascal 


Great  events  yield  all  but 
imperceptible  effects. 
Robert  Frost 


Experience  has  shown,  and 
a  true  philosophy  will 
always  show,  that  a  vast, 
perhaps  the  larger,  portion 
of  the  truth  arises  from 
the  seemingly  irrelevant. 
Edgar  Allan  Poe 


I  am  not  far  from  thinking 
that  in  irresolution  lies 
the  great  secret  of 
tot  growing  old. 

NDRE  GlDE 


Thoughts 

on  the  Business  of  Life 


We  are  all,  always,  building 
foundations,  either  good  or  bad, 
solid  or  hollow,  firm  or  frail.  Every 
act  is  a  hammer  stroke.  One  coral 
insect  appears  to  he  of  infinitesimal 
importance.  But  in  time  one  such 
insect  laid  upon  another  can  wreck 
the  sta  unci  lest  ship  that  ever  sailed 
the  sea.  Our  hourly  thoughts  and  acts, 
each  in  itself  apparently  of  no 
moment,  in  time  build  our 
foundations  and  erect  thereon 
our  life's  structure 
B.C.  Forbes 


We  are  as  we  find  out  we  are. 
Charles  Olson 


To  have  his  path  made  clear  is 
the  aspiration  of  every  human 
being  in  our  beclouded 
and  tempestuous  existence. 
Joseph  Conrad 


A  good  man  is  always  a  beginner. 
Martial 


Good  sense  about  trivialities 
is  better  than  nonsense  about 
things  that  matter. 
Max  Beerbohm 


It  is  always  out  of  a  mere 
inkling  and  foreboding  of 
the  truth  that  man  acts. 
Karl  von  Clausewitz 
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More  than  6,000  "Thoughts,"  indexed  by 
author  and  subject,  are  available  in  a  two- 
volume  boxed  set  at  $29.95  ($17.50  per  vol- 
ume if  purchased  separately).  Also  available, 
a  one-volume  edition  of  over  3,000 
"Thoughts.  "  Price:  $17.50.  Send  check  and 
order  to:  Forbes  Inc.,  60  Fifth  Ave.  New  York, 
N.Y.  1001 1  Add  sales  tax  on  orders  in  New 
York  State  and  other  states  where  applicable. 


Those  who  apply  themselves  too 

closely  to  little  things 

often  become  incapable 

of  great  things. 

La  Rochefoucauld 


The  more  human  beings  proceed 
by  plan  the  more  effectively 
they  may  be  hit  by  accident. 
Friedrich  Durrenmatt 


There's  no  limit  to  how 
complicated  things  can  get, 
on  account  of  one  thing  always 
leading  to  another. 
E.B.  White 


Next  to  a  circus  there  ain't  nothing 
that  packs  up  and  tears  out  any 
quicker  than  the  Christmas  spirit. 
Kin  Hubbard 


A  Text . .  . 

After  this  I  beheld,  and,  lo, 
a  great  multitude,  which 
no  man  could  number, 
of  all  nations,  and  kindreds, 
and  people,  and  tongues. 
Revelation  7:9 


Sent  in  by  Hector  Cruz,  Los  Angeles, 
Calif.  What's  your  favorite  text?  The 
Forbes  Scrapbook  of  Thoughts  on  the 
Business  of  Life  is  presented  to  senders  ofl 
texts  used. 


To  reflect  is  to  acknowledge  a 
certain  impossibility.  To 
meditate  is  to  give  this 
acknowledgment  a  patent 
of  nobility. 
E.M.  Cioran 


One  fool  makes  a  hundred. 
George  Herbert 


I've  known  what  it  is  to 
be  hungry,  but  I  always  went 
right  to  a  restaurant. 
Ring  Lardner 


